
Catholic hospitals

malpractice cover
By SUSAN ALT

SOUTH BEND, IN.-The Sisters
of the Holy Cross, operating nine
hospitals with some 2,700 beds
in seven states, established a Col-
orado captive insurance company
to underwrite the hospitals' mal-
practice exposures.

The company began operations
June 1 following nearly a year of
study by the religious order and
a feasibility report by The Wyatt
Co., Chicago, said John A. O'Con-
nell, executive director of central
administrative services for the or-
der. The insurer is being managed
by Frank B. Hall & Co., Denver.

The captive is insuring the hos-
pitals for losses of $1 million per
occurrence and $5 million annual
aggregate, with layers of excess
coverage purchased from four ma-
jor insurance companies in the do-
mestic market up to at least $10
million and possibly much higher
than that. Mr. O'Connell declined
to give the names of the excess
carriers or the excess limits "be-
cause of the way the program was
set up."

"We had to talk to a lot of dif-
£erent companies to obtain this
coverage," said Mr. C)'Connell,
noting that negotiations involved
17 different carriers "including the
London market."

The captive insurer is capital-
ized at $7.5 million, and is charg-
ing annual premiums "higher than
we had been paying for three years
wikh ' Hartford, but substantially
below what we would have had to
pay for primary coverage in the
domestic markets," Mr. O'Connell
said.

The Sisters of the Holy Cross
had previously purchased this cov-
erage through O'Rourke, Andrews
& Maroney, Fort Wayne, In. That
brokerage firm still retains other
insurance business of the order.

Sources familiar with this par-
ticular organization's malpractice
exposures, but outside the religious
order, told Business Insurance
that one malpractice underwriter

had asked the order for a retro-
spectively-rated plan with a de-
posit premium of some $3.8 million,
plus a provision for 195% adjust-
ment (surcharge) in the event of
a maximum loss. This could have
resulted in a $7 million premium
for $5 million coverage.

"I won't comment one way or
the other on our premiums," said
Mr. C)'Connell. "But in our opin-
ion the cost of insurance to the
health care field was reaching a
point that was untenable. We be-
lieve that by setting up a captive
we could in the long run reduce
the cost of health care to our pa-
tients, and this is what our feasi-
bility studies indicated. Our loss
experience, in our opinion, did not
bear a reasonable relationship to
the premium requested."

Both Bermuda and the Cayman
Islands were also considered as
possible domiciles for the captive,
he added. "The reason we went to
Colorado was that in our discus-
sions with the Colorado insurance
commissioner we became convinced
that rather than restrict our ac-
tivities, the regulations out there
gave us more definite guidelines
than in Bermuda or the Caymans.

"Federal regulations had noth-
ing to do with the decision. We felt
Colorado provided us with a more
stable company; higher capitaliza-
tion, more restrictive regulations
regarding investments, and what
you can do within the captive it-
self. This gives a more bona fide
image to the insurer for any out-
sider reviewing the approach we
had taken. It also provides a much
sounder base for purchasing excess
covers and reinsurance."

The Sisters of the Holy Cross
have had high deductibles and self-
insurance programs under proper-
ty insurance, boiler and machin-
ery insurance and auto plans, Mr.
O'Connell said, "so setting up the
captive and deciding on this was
not entirely new to us." The order
established its "basic risk man-
agement" program in 1960, Mr.
O'Connell said. i

No cover;

tunneling
imperiled
Policy cancellations
and inability to
find new insurers

to underwrite the

liability risks of
tunnel contractors

in Michigan may
cause four large
firms to stop work.
Story appears on
page 17.
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Employers face turmoil over
ruling on Teamster tax status

By ELISABETH M WECHSLER

CHICAGO-"If [ were an em-
ployer, I'd get out of the Teams-
ter's pension fund as soon as I
could," commented one consultant
when asked about the impact on
employers of the IF.S revocation of
the union plan's tax exempt status.

He believes the plan's retire-
ment benefits are "inferior" and
said he gets "bad pibes" the more
he learns about the fund's allegedly
improper loan practices. Instead,
this source, who requested anony-

mity, suggested tnat employers set
up "money accu:nulation type ae-
counts" for :he Teamsters in their
workforce.

This consultant's ideas may be
premature. The Internal Revenue
Service has said that no alteration
in the Cemral States, Southeast
and Southwest Areas Pension

Fund's tax exempt status would
take effect ''until at least August
31, 1976." Any appeals filed by the
$1.4 billion trust itself, the em-
ployers who contribute to it or the

Low retentions, big limits: Bank study
By ELISABETH M. WECHSLER

CHICAGO-Among the sur-
prising results of a Wyatt Co. sur-
vey of 274 banks was the fact that
"50% of the banks had deducti-
bles of $ 1,000 or less" for bankers
blanket bonds.

"The deductibles were rather
,low if you compare them to the
size of the banks' deposits or their
reserves," said Fred Gillette,. head
of Wyatt's risk management con-
sulting services in Dallas and
project manager for the survey.

Another unexpected finding, he
continued, was that 38% of the
banks with trust departments
carry trust department errors and

omissions insurance
"You'd expect most banks not to

have it," Mr. Gillette explained,
"because it's difficult to find in
the market and expensive. I'd ex-
pect maybe only 25% of the banks
to have it."

This survey is the Wyatt Co.'s
first to be directed toward banks.
The consulting firm is well-known
for its annual survey of directors'
and officers' liability coverage.

Of the 274 banks that partici-
pated in the survey, only 11 %
carry fiduciary liability insurance
to cover their actions under the
Employe Retirement ·Income Se-
curity Act (ERISA) for clients'
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pension and profit sharing plans.
Within that category, only 26 %

carry limits in excess of $1 million,
Mr. Gillette said.

The banks surveyed by Wyatt
range in size from less than $10
million in deposits to more than $2
billion.

Half the banks ih the $50 million
to $5CO million deposit range carry
trust department e rrors and omis-
sions insurance, tte survey found.
Only 12 % of the banks with de-
posits over $1 billbn indicated that
:hey have the coverage,

Bankers blanket bond limits re-
ported by participants were "gen-
erally higher than those recom-
mended by the American Bankers
Assn. (ABA)," the survey re-
vealed.

For example, tne ABA recom-
mends limits ranging from $550,000
to $850,000 for banks with $50
million to $100 million in deposits.
Banks in this deposit size range
reported limits ranging from $700,-
000 to $7 million, with a median of
$2 million.

Within this same deposit range,

banks with limits of $1 million or
less paid an average premium 01
$64 per Sl million in deposits
However, bankE with limits of $2
million to $3 mi=lion paid an aver-
age premium of $107 per $1 million
in deposits, the survey report stat-
ed.

Safe deposit box insurance lim-
its ranged from $25,000 to $15 mil-
lion, the survey found. Medians
ranged from 5 100,000 for banks
with 200 to 1,00( safe deposit boxes
to $1 million in Doverage for banks
with 4,000 to 8C 000 boxes, accord-
ing to the survey.

St. Paul was the insurance car-
rier most Sreqt:ently reported for
primary t cnd coverage, with 14 %
of the participating banks indica-
ting they buy Doverage from tha
insurer. St. Pail was particularly
strong with baiks below the $200
million deposit level, the survey
stated.

Above the $1 billion depis.t
level, participating banks indicated
that these carriers are most dom-
inant: Aetna, Hartford, INA and
Employers of Wausau. •

plan's beneficiaries could make the
final resolution years hence.

Yet unanswered is whether the
IRS would make its order retroac-
sive to January 1965, as originally
reported. The normal statute of
limitations is three years.

"We haven't evaluated the im-
pact of the IRS ruling because we
don't think the law will stick,"
said an executive of Ryder Truck
Lines. His response was typical.

"It's so mind-boggling for the
ruling to stick. The government
would have to find another alter-
native»" believes an officer of a
trucking firm trade association
that represents employers in Team-
ster contract negotiations. "It'11
take several years to resolve. Most
people think the August 31 dead-
line v. ill be postponed again."

The IRS did not officially ack-
nowledge the revocation of tax-
exemrt status for the fund. Charles
F. Mriani, district director for
Northern Illinois, would only dis-
cuss -=he implications of general
IRS policy. He could not think of
any gension fund whose tax ex-
empt status was removed since the
passage of ERISA.

Of great concern to the estimated
15,000 employers who contribute
from 57 to $25 a week per employe
to the Central States pension fund
is the disallowance of tax deduc-
tions for their contributions. Jt has
been estimated that at least $20
million a month is contributed by
emplcyers to the Teamster fund
for its 400,000 beneficiaries.

The key to employers' taxability,
as Mr. Miriani explained it, is
whether a pension fund keeps "in-
dividual account balances"-that
is, a record of each participant's
accrued benefits. If so, the amount
vested for each employe would
continue to be tax deductible to
the employer "generally speaking,"

Continued on page 6
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Broker charged with
misusing client funds

By JOANNE GAMLIN

SEATI'LE-Ralph F. Dreitzler,
Jr., who headed an insurance brok-

erage firm bearing his name, was
arraigned June 25 after being in-
dieted by the grand jury 10 days
earlier on charges of embezzle-
ment and willful misapplication of
funds from a local bank of which

he was a director. The 28-count
indictment involves various loans

amounting to over $1 million.
A tentative trial date has been

set for Mr. Dreitzler for either

August or October, according to a

spokesman for the U.S. Prose-
cutor's office.

The Washington State Insurance
Department, at the same time, is

moving to revoke Mr. Dreitzler's
insurance license. A spokesman
told Business Insurance he expects
a revocation hearing to be held on
July 16.

A document from the Federal

Bureau of Investigation states that
Mr. Dreitzler is charged with em-
bezzling and willfully misapplying
approximately $79,185 from the
former Continental Bank of Bur-

ien, a bank for which he served as
a director, in violation of Title 18
of the U. S. Code. It indcates that

the $79,185 was one of 10 bogus
loans from the bank to businesses

for the purpose of paying insur-
ance premiums owed to the Dreit-
zler firm, which is no longer in
business.

Several months ago, it should be
noted, Puget Sound National Bank
moved to acquire the Continental
Bank of Burien. A Seattle-based

banking source said the acquisition
was hastily put together due to the
perilous condition that Continental
Bank found itself in after the fed-

eral investigation of Mr. Dreitzler
commenced.

The license-revocation proceed-
ings against Mr. Dreitzler are
based upon three specific instances
of misconduct, an insurance depart-
ment spokesman said. He said that
one of the three involves the pur-
chase by the state of Washington
of cargo insurance from Mr. Dreit-
zler.

"We allege he failed to account
for and to remit the premium
funds to the insurer," the depart-
ment spokesman said.

In another instance, he said, a
physician paid $12,000 for medical
malpractice coverage and failed to
receive a policy.

According to the FBI document,
records of the former Continental

Bank indicate that on Nov. 26, 1975,
a loan was made for $79,185 to
Wakefield Fisheries Inc. for the

payment of an insurance premium.

The loan was purportedly signed
by an officer of Wakefield Fish-
eries.

The FBI document goes on to
state that its agent turned up the
fact that Wakefield Fisheries had

been consolidated into Wakefield

Seafoods in 1972. Moreover, it says
that the company officer who pur-
portedly signed for the loan said
that Wakefield had never done
business with Continental Bank

and that the signatures on the note
and on the collateral agreement
were not his. The FBI agent says
that the seafood official denied

that he or his company ever re-
ceived the proceeds or the benefits
of the loan.

The FBI document said its agent
has investigated 10 similar loans
from the former Continental Bank

"ostensibly made to businesses for
use of that respective business in

paying insurance premiums."
A spokesman for a large, Seattle-

based brokerage firm told Busi-
ness Insurance that as far as he
knows accounts with the former

Dreitzler firm have not gone in
any block to any other brokerage
firm. m

Insures 39 US sales
The Foreign Credit Insurance

Assn. (FCIA), working with the
Export-Import Bank of the U.S.,
insured 39 medium-term export
sales totaling $25.3 million. Sales
covered products that went to 19

countries in Asia, Europe, Latin
America and the Middle East.

HOW?
The Commodore Insurance Company
recently acquired by The Wetzel Company, Inc.
offers special underwriting programs for:

Excess Employer's Liability-Maritime
Commercial Marine

Cash Flow Programs
Commercial Property

because of Quality Reinsurance.

THATS
HOW!
Commodore Insurance Company
The Wetzel Company, Inc.
2000 South Post Oak, Suite 2400

Mailing Address: P.O.Box 66452
Houston, Texas 77006

Telephone: 713/626-3240
Telex: 76-2053

Employers scurrying to
revise benefit reports

CHICAGO-A limited survey of
23 maj or corporations showed that
many companies were still scurry-
ing to comply with the federal
pension reform law.

Major work appeared still to be
done in the area of benefit plan
documents. Some 18 companies
said they had changed one or more
of these documents to comply with
the law, but not all. Only four said
they had drafted all documents to
be ERISA-satisfactory. One firm
said it wasn't making any changes
in documents, pending final regu-
lations.

The survey was conducted by a
corporate benefit ' manager who
asked to remain anonymous.

Employe information booklets
mandated by the law also re-
quired more work, the survey
found. Twelve companies said one
or more booklets had been revised

to conform with ERISA, but not
all. Only two said all booklets
were already satisfactory. Another
nine said none of their booklets

were drafted to comply with the
law. Asked about distribution of

benefit statements, 18 said nothing
had been distributed.

Annual benefit statements for

employes were undergoing modi-
fications, the survey found. Seven
firms already had annual state-
ments considered ERISA-satisfac-

tory, but 10 companies were mak-
ing changes. Of those 10, five
needed minor changes and five

were making major changes. Four
companies said they hadn't even
had any annual statements, but
were taking compliance actions,
and two others who hadn't had

any statements were deferring
any compliance actions.

Most companines surveyed (17
of the 23) said they would utilize
primarily internal staff to make
amendments and booklet changes
to comply with the pension law.
Another four said they planned to
primarily utilize outside consul-
tants, and two noted they would
draw equally on internal staff and
outside consultants for compliance
help. .
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Directors and Officers

Liability Insurance
Unhappily, Directors and Officers Liability Insurance has received
adverse commgnt because of a few litigated situations on coverage.
Regrettably, there is no standardization of policy form, application
for insurance coverage, nor indemnity provision available to Direc-
tors and Officers.

Too little attention has been addressed to coverage at time of
quotation and policy issue and too much attention has been focused
on price. Therefor, many unfortunate decisions to accept limited
insurance protection in exchange for what appeared to be a cheap
price.

The principal problem areas include:

-No Prior Acts Coverage (no coverage applied to wrongful conduct
which took place prior to the inception date of the policy, but
which ripened into a claim during the policy period).

-Single policy format (some contracts have been issued attempting
to insure both the corporate obligation and the directors' and
officers' obligations in one policy contract which poses serious
problems of enforceability of the insurance contract in many
states).

-Bodily Injury and Property Damage Exclusions have been intro-
duced.

-Not all Officer and Directorship positions have been automatically
insured.

-Subsidiaries of the parent corporation frequently have not been
properly insured.

-Newly acquired corporations have not been automatically insured.
-Mergers Exclusions have been introduced.

-Unconscionable deductibles have been required.

We encourage you to submit your clients to us for a much
needed coverage analysis on their Directors and Officers insurance
hazards. There is no obligation on your part or your clients to place
insurance with us.

We do have the facility to write the most comprehensive Direc-
tors and Officers Insurance Policies of any organization in the world.

OL.. 5 AlL C YA--L
Thomas F. Sheehan. C.P.C.U. Ram H. Chandarana. A.C.ll.

President Vice President

120 SOUTH RIVERSIDE PLAZA · CHICAGO, ILL. 60606
312/621-6511, 621-6495, 621-6493 · TELEX 25-3623
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5 brokers vie for $20 million casualty account The men Mr Porrett has been ance Co investigating the property
working with from the other five nsks

brokerage houses which are still One facet of this investigation
in the running for the casualty will be determining the optimumA&P insurance plans, under ne- progam are Arthur Erikson of deductible levels to be maintained
Johnson & Higgins, Thomas John- at various locations.

son and Joseph Rubino from Upon being questioned about

risk manager, slated for overhaul Marsh & McLennan, David Beat- the insurance business J&H lost,
tie and Thomas Allan from Cor- Mr Porrett revealed that he has

roon & Black; Edwin Scheurer set up a cargo insurance program
he joined the firm in February fiscal quarter ended May 29 and A Hunter Long from Frank for A&P which is very similar to

By MARIE KRAKOWIECKI Three brokers were asked to "What I'm looking at is the B Hall, and Peter Mullen and the one he successfully imple-
evaluate A&P's heavily self-in- amount of dollars," Mr. Porrett Richard Payne from Fred S mented bafore he left Eastern Air-

MONTVALE, N J -The Great sured property risk management remarked of his considerations for James. lines The bonding insurance also
Atlantic & Pacific Tea Co (A&P) program, and negotiations are un- a new casualty insurance pro- went to a broker who had serviced

.s remarketing its entire casualty derway for a long term disability gram "I want low administrative On the insured benefits side, Mr him "excellently" at Eastern, said
insurance program handled by plan on the employe benefits side expenses since most of the pro- Porrett pointed out that A&P has Mr Porrett
broker Johnson & Higgins since gram is handled on a cost-plus ba- multiple plans for its nedrly 93,000 The new cargo program resulted
the 1950s, Business Insurance A number of changes in certain sis, and I also want a good cash employes, He is looking at con- from Mr Porrett's unhappiness
learned coverages have already been made. flow program " solidation of coverages for cost with what he felt were very high-

Five major brokers, J&H among At least two of them involved tak- He explained that he contacted savings. premiums A&P was being charged
them, are v)ring for the huge ac- ing away business from J&H, a half-dozen maJor brokers back He has been working solely on cargo insurance for canned and
count, worth some $20 million a these were A&P's cargo insurance in March to collect their thoughts with two "extraordinary" brokers bottled goods shipped overseas
year in premiums if you take into for shipments of canned and bot- on how America's oldest super- with Johnson & Higgins toward Talbot, Bird & Co. Inc, through
consideration a 28-state self-in- tled goods overseas, and the com- market chain should manage its this end, including setting up ne- J&H was charging the company a
sured workers' compensation pro- pany's bonds, required for areas casualty program, and what costs gotiations with underwriters for a premium of $180 per $100 of in-
gram and certain A&P reserves. such as liquor heenses, food, ex- were envisioned long term disability plan, he said sured value for certain shipped

Other contenders for the casual- cise taxes, and self-insurance. They are vp Robert Laible and as- foodstuffs.
ty coverage are Marsh & MeLen- Revamping A&P's overall insur- Each of the brokers put "idea sistant vp Peter Abma, Mr Por-
nan, Fred S James, Corroon & ance program dovetalls with the men" to work on the project to rett added So the A&P director of insur-
Black, and Frank B Hall. company's new management ap- come up with proposals, and Mr To anxious brokers who have ance contacted Daniel Vanderlin-

Richard V Porrett, A&P's new- proach designed to turn around Porrett is happy with the concepts speculated that whoever wlns the den, an account executive from
ly-arrived director of insurance its disastrous financial results of he's heard so far, calling all of A&P casualty account will also Henmean & Cie, the Brussels-
and pensions, said in late June that 1974 That year the firm lost more them "top-notch " snag the A&P property insurance, based broker which handled East-
he was ready to issue each of the than $157 million, mostly attnb- The only broker contacted for Mr Porrett replied: "No. That's ern's cargo insurance Mr Vander-
five firms their broker-of-record utable to a programmed closing of ideas which did not make a pro-, a different kettle of fish altogeth- hnden approached Antwerp under-
lettters authorizing them to ap- 1,250 of its supermarkets. There posal to Mr Porrett by the end er " writer J Haenecour & Co and in

proach designated underwriters was a shakeup in top management of June, and apparently was out He explained that A&P is heav- less than a week came back with
for quotations on the casualty bum- and the new chairman and chief of the running for A&P's casualty 1ly self-insured for its property a quote on the same coverage that
ness executive officer, Jonathan L account, was Alexander & Alexan- nsks While one set of brokers was only 57 cents per $100 of ln-

Scott, . dramatically altering cor- der is scrambling for the casualty sured value
Because J&H is still the active porate policies and procedures His An interesting sidelight is that busmess, Mr Porrett has another As at Eastern, Mr Porrett de-

broker on the account, it would be reorganization naturally extends to the A&A executive involved was group involved in examining a cl(led to go with Henrilean (which
given first priority in the choice the firm's insurance buying and Richard Lynn, manager of AdcA's number of A&P facility locations is Marsh & MeLennan's Belgian
of underwriters, Mr Porrett said risk management practices New York office, who was gener- to evaluate the efficiency of the correspondent), Haenecour and

The about-to-be-restructured The cost-consciousness seems ally credited with winning the self-insurance programs there New York loss prevention special-
casualty insurance progam is not to be working A&P has managed large hull and hability account of In addition to Johnson & Hig- ist James Dunlop, president of
the only change planned for the to earn a profit on its massive su- Eastern Airlines at just about the gins, he has Montreal-based J H Ocean-Air Cargo Claims Inc
117-year-old retailer Mr Porrett permarket business for its second time Mr Porrett resigned from Minet & Co., and Factory Mutual By using this triumvirate on the
has had the entire corporate insur- successive quarter, reporting net Eastern to Join A&P (BI, Febru- member company Arkwright-Bos- cargo insurance, Mr Porrett says
ance progam under review since income of $6.3 million for the ary 9). ton Manufacturers Mutual Insur- Continued on page 4
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ConRail picks Equitable to cover 7,500 lives
CONSOLIDATED RAIL CORP. (ConRail), which be- rently insured with Crown Life Insurance Co of Can- female, or some "intermediate" level "Assuming uni-
gan operations April 1, selected the Equitable Life As- da The bidding process is expected to be completed by sex tables are ultimately required, then the insur-
surance Society of the U. S to underwrite a group life mid-August. ance commumty must resolve some difficult but not
program with an estimated coverage in-force of $300 impossible problems," he said, advising lt to "consider
million for 7,500 employes Equitable will also provide A SAMPLING OF EMPLOYERS with pension plans the means for complying rather than assume that cur-
ConRail with health insurance and a weekly indemnity Indicated that about half have granted Immediate elig- rent practices will suffice "
plan which provides a partial replacement of earnings ibility, while the other half lS using age 25 and one
during periods of short term disability due to accident year of service for eligibility, according to the Ad- A LEADING TOPIC of discussion among San Fran-
or sickness ConRail is expected to pay annual premi- ministrative Management Society, Willow Grove, Pa. cisco-area employe benefit managers is the class action
ums of about $9 million for the total Equitable pack- Over 80% of its Committee of 500, a representative lawsuit charging sex discrimination filed by Linda
age ConRail is the for-profit public body authorized panel of AMS members, chose full vestlng after 10 Mathison, 34, against Foremost-McKesson Inc Ms
by Congress to take over a 17-state network of track years of service The main reason for selecting this Mathison is manager of the company's grOUp Insured
from seven bankrupt railroads. option, the survey explained, was that it was easier to benefits department "I have been systematically de-

explain the "uncomplicated plan" to employes. About moted since 1973 in order to make room in top manage-
HUGHES AIRCRAFT CO. put out for bid its entire three-quarters of those responding indicated no pre- ment for less capable and less experienced m:le em-
group health insurance plan which covers approximate- retirement survivor's annuity benefit except for a ployes," said Ms. Mathison in a press release She lS
ly 30,000 employes and generates about $3 million a spouse. seeking promotion, back pay and benefits, along with
month m premiums. The Los Angeles-based company Only a few of the plans provided for automatic ben- $150,000 damages Her suit alleges that Foremost-Mc-
currently has its group health insurance with Pacific efit adjustment with a cost-of-living or flat dollar in- Kesson discrlmlnates against women in hiring, training,
Mutual Life Insurance Co of Newport Beach, Ca, crease The survey found that profit sharing is "still promotion, pay and benefits. John T Hansen, Ms. Math-
through William M Mercer, a division of Marsh & popular " However, only 15% of the respondents had ison's attorney, told Business Insurance that negotiations
MeLennan Pacific Mutual lS among the bidders, who an Employe Stock Option Plan and fewer than 7% said are m progress with Foremost-MeKesson He explained
are thought to include a number of the largest employe they were even considering one The results of the sur- her allegations of demotion by stating that men of sim-
benefit insurers. The bidding began ln early June. vey seem to indicate that employers are complying with ilar background at Foremost have benefited from merit

the Employe Retirement Income Security Act require- increases in addition to regular salary boosts to the
THE CHICAGO TRIBUNE and its affiliated compa- ments, but AMS hastened to add that lt "should be re- extent that some of these men now earn nearly twice as
nies added a dental program to the benefit roster this garded as indicative, net conclusive, as many employers much as Ms Mathison, a 1963 graduate of the Univer-
year The three-phase coverage is underwritten by have not yet taken action." sity of California's school of business "In addition, her
Tower Life & Accident Co, the Chicago-based captive ]ob responsibilities have been consistently reduced," he
of the Tribune Co., the newspaper's parent company A COURT RULED THAT sex-segregated mortality said "Whereas she was once responsible for Insured
Basic coverage for check-ups and routine dental work tables cannot be used to determine retirement pay when benefits and the pension program, she is now merely in
is offered with the company paying 80 % of the charge their use ' results ln different payments to males and charge of Insured benefits "
Bridgework, dentures, prosthetic devices, etc are avail- females Defendants in this Indiana rulmg were "or-
able with a 50% coinsurance factor. The combined dered to require equal contributions by both sexes and UNION DEMANDS for group dental insurance are
benefit limit is for these two phases $700 a year per to make equal retirement payments to both sexes," said strong in Canada despite ceilings on wage and benefit
person or $2,100 total for three years, according to Sven Gerald D Martin, associate professor of finance at increases imposed by the government to stem inflation,
Thomsen, manager of the insurance department for the Eastern Kentucky University .

Significant by its ab- the London Financial Times World Insurance Report
parent company Orthodontic work lS covered by a sence is the fact that the courts have not attempted to said in its late June 1SSUe Many insurers and benefit
50% coinsurance factor with a separate benefit limit of determine how rates must be set and payouts made if experts had expected dental plans to grow more slowly,
$800 For any phase of dental work, a one-time $25 per the trend continues," he wrote in a June issue of the planners had thought unions would forego benefit de-
person, annual deductible is applied. Journal of Risk and Insurance mands in lieu of bigger wage increases. Blue Cross was

Though the Indiana case is on appeal along with a reported to have added 40,000 employes and depen-
NORTHROP CORP., based in Los Angeles, put its similar ruling in Oregon, Mr. Martin pointed out that dents since January 1 to its dental group The Canadian
dental program out for bid in line with a company a California case is apparently resolved That case, in Assn. of Accident & Sickness Insurers, which lnC1Udes
policy of putting all insurance programs out for bid on which the defendant has complied, differed from the 24 other group dental carriers, said member companies
a penodic basis Northrop's dental plan is fully em- Indiana case "in that unequal contributions rather than counted 1.3 million subscribers to dental plans at the
ployer-paid In effect since 1970, the dental plan gen- unequal benefits were challenged " Mr Martin raises start of the year, up 60 6% in a year, noted the World
erates about $2 million a year in premiums and is cur- the question of whether rates should be set at the male, Insurance Report
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Florida law mandates

hospital risk programs
TALLAHASSEE, FL.-All

Florida hospitals and ambulatory
surgery centers now must have a
malpractice risk manager and es-
tablish by January 1977 a com-
mittee to investigate incidents that
could result in a compensible in-
jury.

A new state law also requires
that by January 1978, nursing
homes and other facilities provid-
ing inhouse patient care will have
to have the risk manager and the
committee. The state previously
had required that all hospitals
with more than 300 beds have risk

managers.

The complex new 70-page stat-
ute mandates that physicians and
other institutional personnel who
know or believe that a patient has

been injured-negligently or oth-
erwise-must report the incident
to a medical incident committee.

The committee then investigates
the allegation and determines
whether it will contact the patient
to inform him of the findings, and
offer compensation for the inci-
dent. Compensation may be in the
form of either money or thera-
peutic or other services.

Under the law, patients do not
lose the right to file malpractice
suits even if they accept awards.
Additionally, patients still may
file suits even if the hospital com-
mittee involved makes no offer of
an award.

However, any compensation pa-
tients receive through the commit-

tee must be deducted from court

awarded payments and reim-
bursed to the facility or doctor in-
volved.

Brent Green, a staff member of
the state Senate Commerce Com-

mittee, said that the new law pro-
vides for "risk management and
something close to no-fault com-
penstion for injury." He also said
that smaller institutions, which
may not be able to afford, or do
not have access to risk managers,
may designate the administrator
or another staff person as the risk
manager. However, institutions

using such inhouse staff also must
retain an outside consulting firm
to provide formal risk manage-
nnent services.

According to Jack Monahan Jr.,
executive vp of the Florida Hospi-
tal Assn., the two provisions were
trade offs for tort reform provi-
sions, such as definitic,n of neglect,
that the law also contains.

According to Mr. Monahan, the

lawmakers said, .,We're not go-
ing to reform the tort law with-
out getting hospitals involved in
internal reforrn, too. '.

He said that Forida hospitals
with more than 300 beds have not

been able to assess the effect of

having risk managers, although
the institutions have had them for

a year. Furthermore, he added,
there's no way to measure the
cost-effectiveness of having a risk
manager. For one thing, there is
the eight to 10 year tail before
most malpractice suits are filed.
For another, it is difficult to sepa-
rate the effect of having risk
managers from the effects of other
reforms, such as the creation of
mediation panels, Mr. Monahan
said.

Adding a risk manager's salary
to the payroll will increase hospi-
tal costs, but whether it will be
beneficial to hospital patients in
terms of long range reduction of
costs can't be determined for sev-

eral years," he said. m

Don'tgotoseawithoutus.
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4 We're Marsh G McLennan.We
handle more marine insurance of

more kinds than anyone else.

< So when you entrust your hullor cargo insurance to us, you
 know you can relax. Wherever
J you are, you're never very far

from one of our offices in 54

countries on six continents, and
from our staff of Average
Adjusters, which assures you of
fast, accurate claims service.
Mo wonder so many shippers and
owners won't leave port until
Marsh & McLennan's aboard.

When itcomes
to insurance,
come to
the leader.
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3 carriers eye
Unionamerica

for acquisition
LOS ANGELES-Three blue

chip insurance companies are tak-
ing a look at acquiring Union-
america Insurance Group, a part
of trouble-laden Unionamerica
Corp., Business Insurance has
learned.

The three interested companies
are: Prudential Life Insurance Co.,
Insurance Co. of North America
(INA) and Continental Insurance
CO.

The names of all three were

confirmed by a spokesman for the
Unionamerica Insurance Group,
which embraces such entities as

Swett & Crawford, a wholesale
broker serving major domestic
brokerage firms, and Harbor In-
surance Co., a direct commercial
underwriter in the property/casu-
alty area.

The Insurance Group is up for
sale because it is, in the words of
its president, W. F. W. Fellows,
"the golden nugget" in the fold of
financially-troubled Unionamerica
Corp., which had large operating
losses in 1974 and 1975. •

ASP. ..
Continued trom page 3
he was able to pare A&P's costs
on the total coveage by half, to
$2.5 million from $5 million. The
new plan became effective July 1.

The bonding, he said, was given
to E.G. Bowman Co., the success-
ful Brooklyn brokerage firrn

whose principal, Mrs. Ernesta Pro-
cope, has worked well with him in
the past.

Mr. Porrett shot down a rumor

which had been circulating at least
since April that the remarketing of
A&P's casualty program meant
that the firm was on the verge qf
reactivating its Bermuda-based
captive.

The captive, St. Pancras Co.
Ltd., was hit with heavy losses
in its infancy. It was formed in
1972, and lost a lot of its initial
capital from a Chicago warehouse
fire in 1973, for which it paid
high deductibles on coverage.

Contrary to some reports, the
warehouse fire did not bankrupt
the captive. However, A&P decid-
ed to keep it on an inactive basis.
Mr. Porrett said St. Pancras could
be used again if A&P sees some
profit to be gained from it, but he
added there are no immediate

plans to get it going again.
In making the switch from East-

ern Airlines to A&P, Mr. Porrett
is finding a lot of differences. At
the retailer he is responsible for
a much larger insurance program,
but operates with a much smaller
staff ("one and a half" people as
opposed to the 30-person team he
headed at the airline).

One thing he really likes in his
new job is that as director of in-
surance and pensions he is now

responsible to the corporate legal
department instead of the finan-
cial department. He reports to
A&P's vp and general counsel,
who in turn reports to Grant C.
Gentry, A&P's lawyer-president.

Richard Porrett is an attorney

himself, and the shift in empha-
sis from financial to legal man-
agement appeals to him. "These
people have a complete compre-
hension of risk management and
what it means," he remarked.
With finance people it's not as
easy to get the idea of liability
across.

'iBut lawyers are more interest-
ed in risk management than just
costs alone. It's so easy to com-
municate this way." •
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Dan Holloway moves the earth.
But he doesn't make a move without us.

When you're one of America's largest
earth-moving contractors, you live in
a world of change. The earth is your
medium and you model it into useful,
functional shapes and purposes.

Equipment costs can be staggering
Our policyholder, the Holloway
Construction Co. of Wixom, Michigan,
operates 1500 pieces of heavy
equipment valued at 40 million
dollars.

On just one job, recently completed,
Holloway moved 25 million cubic
yards of material and built 50.miles
of drainage system! Business
insurance for a company like this is
not only important, but it has to
earn its keep.

Employers of Wausau serves
Holloway with worker's compensa-
tion, liability and fleet vehicle
insurance.

As with any insurance relationship,
we expect the policyholder to work
with us to help reduce /osses. And
the policyholder expects this cooper-
ative effort to result in the saving of
life, health and property- and
insurance costs. Holloway acts as our
partner in achieving these goals.

"This kind of partnership is effec-
tive," says Dan Holloway, "but only
when the insured willingly accepts
his responsibiliv for safety."

If you will act as our working
partner to control insurance loses
and costs, we think we can do
something constructive for you.
Because we're the people who
know business insurancd-like

nobody else in the business.

Come to the source

Employers Insurance of Wausau
Wausau. Wisconsin
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Hiring issues may cost
Travelers an account

HARTFORD-Hartford's at-
tempt to get The Travelers Insur-
ance Cos. to comply with its af-
firmative action plan for hiring
women and minorities could re-

sult in its losing the insurance
coverage Travelers writes for the
city.

Hartford pays approximately
$800,000 a year in premiums to
Travelers for auto, theft, liability
and workers' compensation insur-
ance. The coverages are good only
until the end of August or early
September.

Because of a dispute over
whether Travelers will comply
with hiring practices outlined by
the city, it was unclear this month
whether those coverages will be
renewed after they expire.

Mrs. Annetta Merlino, who
heads the city's insurance division,
declined comment about negotia-
tions with Travelers in the mat-
ter. However, she indicated the
city has insurance with other un-
derwriters, and that no broker is
involved in the Travelers' poli-
cies, which were placed directly
with the underwriter.

Hartford's affirmative action
standards call for concerns which
have less than 15 % minority group
employment, or less than 30 % fe-
male employment to "make every
good faith effort" to improve.

The law once only applied to
construction unions and compa-
nies, but this year Hartford's city
council extended it to insurance

companies, consultants and banks
that do business with the city.

Travelers was widely reported
as saying it would discontinue in-
suring the city rather than comply
with municipal regulations which
might conflict with national codes.

It had been characterized as

"threatening" the city with drop-
ping the insurance over the af-
firmative action program.

But a Travelers spokesman said
it was the city's own ordinance
which might stop Hartford from
buying insurance from the com-
pany.

Under the ordinance, the city
can only do business with contrac-
tors who are "qualified" by virtue
of their compliance with the muni-
cipal affirmative action standards.

Failure to comply with those
standards would strip an insurance
company of its qualified city con-
tractor status, and the city would
not be permitted to do business
with it. That was the situation be-

ing discussed as of early July, ac-
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cording to Travelers executive vp
Frederick C. Maynard Jr.

Mr. Maynard said that Travelers
was already committed to long
range national goals for affirma-
tive action hiring practices, and
was therefore reluctant to submit
to additional municipal standards,
such as Hartford's, because it
feared they would result in a
"large number of different and
conflicting plans."

Mr. Maynard would not reveal
what Travelers long-range hiring
goals are, or how they compare to
the 15 % minority-30% women
employment guidelines spelled out
in Hartford's law.

A representative from the Equal
Employment Opportunity Conims-
sion in Washington told Business
Insurance that there are no spe-
cific percentages for hiring women
and minorities on the natonal lev-

el, but that companies are expect-
ed to relate their percentages of
minorities and women to the local
relevant labor markets. •

SPECIAL RISK MARKETIN
PROPERTY· CASUALTY INSURANCE / REINSURANCE

NEAL. LLOYD & C6., INCORPORATED

SUITE 6101 • SEARS TOWER 233 SOUTH WACKER DRIVE • CHICAGO, ILLINOIS 60606 • (312) 876-0700 • TELEX 25-4713 CABLE ADDRESS. NEALOYD
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Teamsters ...
Continued from page 1
he said.

However, the employe would
have to pay taxes on the full
amount of the benefit in the year
he or she became vested, he ex-
plained. Normally, a defined con-
tribution plan keeps account bal-
ances whereas a defined benefit

plan (like the Teamsters') does
not.

"Employes would suffer the
most," noted Daniel F. MeGinn,
president of Dan MeGinn & Asso-
ciates Inc., Los Angeles, an ac-
tuarial consulting firm. He sees
the tax penalties as meaning
"bankruptcy" for the fund, assum-
ing the IRS ruling is upheld.

"I don't think the ruling will
stick in terms of the common good
of the worker because the IRS
would be forcing a reduction in
the retirement benefits of innocent

people," Mr. MeGinn said.

He thinks the IRS action is jus-
tified on the basis that the Central
States fund's investments "don't
meet minimum fiduciary standards
as required by a trustee."

Even if the IRS ruling is sue-
cessfully challenged, Mr. MeGinn
believes "you have gained some-
thing which is very visible: You've
created an awareness of what has
been done which will serve as an
example to other trust funds. No
one wants his name associated
with something that isn't right."

He predicts "more audits of em-
ployer contributions" to the fund
as a by-product of the ruling. But
he emphasized that the Central
States fund "already is taking
steps to correct past ills."

"Theoretically, employers could
pull out of the Teamsters fund, but
the union is strong," Mr. MeGinn
continued. He thinks it will take
"two or three years" before the
IRS ruling is resolved. Like oth-
ers queried, he emphasized re-
peatedly how "unbelievably com-
plicated" the situation is.

One continuing problem is the
contractual obligation between em-
ployers and the union over retire-
ment contributions as part of their
overall work agreement.

"If an employer has a non-
qualified plan, he can terminate
the plan. It's within his rights,"
said Mr. Miriani of the IRS. "He

probably would have unhappy
employes," he added, in perhaps
the biggest understatement re-
corded.

While avoiding any mention of
the Teamsters' Central States fund,
Mr. Miriani emphasized that a re-
vocation letter itself is not appeal-
able. Only the direct imposition of
taxes is appealable. This means
that the IRS could try to collect
taxes from one entity of the newly-
proclaimed, non-qualified Dension
plan, with the idea of prompting
litigation and forcing a test case
in the courts.

Before ERISA was enacted, the
IRS could remove the tax exempt
status of pension funds because of
prohibited transactions. Now, that
is not a sufficient reason.

Two reasohs for removing the
tax-exempt status of a fund that
are still bonafide are discrimina-
tion (in benefits or contributions)
or under the so-called "exclusive
benefit rule," which means that the
plan is not being operated for the
sole benefit of its participants. •

Mexican agreement
A 30-year working arrangement

between Marsh & McLennan Inc.
and its Mexican-owned affiliate

was strengthened by a long-term
agreement providing for 25%
equity interest in the firm by the
U.S. broker. Bourchier, Marquard,
Zepeda y Asoiados S.C., organized
in 1945, is an insurance brokerage
and employe benefits consulting
firrn.



Arkwright.Boston
made this man what he is today:

Apenny.pincher.

H hs,

The Arkwright-Boston account rep
tends to be a bit conservative. He reads
pass along copies of The WallStreet
Journal, flies coach, and drives last

7 year's model. Maybe it has something
4 to do with our New England heritage.

Whatever, it seems to be what
many of the nation's largest corporations
are looking for in an industrial property
insurance company. Our policyholders
appreciate this prudence, andknow that
when our account reps save a dime
for Arkwright-Boston, they save a dime
for our policyholders.

Call us collect. (We'll forget about
companypolicyjustthisonce.)

Regional offices:
Boston, Cleveland, New York, Chicago,
Atlanta, San Francisco.

Arkwright-Boston Insurance

A most unusual company
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copies can be obtained free by annual appraisal revisions, pro- 0 In response to widespread con-

info for buyers mailed request to the OSHA Of- cedures, records and adjustments cern by defense attorneys, medical
fice of Administrative Services, For a free copy, write R G. Beneke professionals and Insurers over the
Room N3425, New Department La- & Co Inc , Ten Thousand North problems involved in medical mal-
bor Bldg, Washington, D C 20210 Central Expwy, Dallas, Tx 75231 practice claims, a Medical Mal-

r o receive hterature hsted in Info for Buyers wrlte directly Some of the titles and order num- practice Position Paper containing

1 to the name and address accompanying each item, men- bers are· Organizing a Safety o A new plan designed to help proposals and discussions of spe-
Committee, OSHA-2231, OSHA companies meet the legal, technical cific malpractice problems was re-tioning that you saw the offering in Business Insurance. Read- Inspections, OSHA-2098; SBA and administrative requirements of cently released by the National

ers are welcome to submit items for possible inclusion in the Loans for OSHA Compliance, ERISA is described in the booklet Defense Research Institute (DRI)
column. All items that are free and have Informational value to OSHA-2005, Carcinogens, OSHA- How PENFLEX helps you cope The proposals have won endorse-

2204; Essentials of Materials Han- with the Act. For a free copy write ment by the International Assn ofreaders are eligible The column will also consider items for dling, OSHA-2236 to Albert Wayne, vp for mass mar- Insurance Counsel, the Federation
which there lS a modest handling change A sample of your keting sales, 1740 Broadway, New of Insurance Counsel, the Assn of
literature should be sent to Info for Buyers, Business Insur- • The General Ad]ustment Bur- York, N. Y 10019. Insurance Attorneys and DRI,

eau describes its Structured Ap- which are four major voices of theance, 740 Rush St, Chicago, Il 60611. proach to Safety of Loss Control in • Common errors and necessary defense bar Copies of the paper
a free bcoklet Procedures and de- insurance coverage are arranged are available for the handling fee

• ERISA Joint and Survivor An- pre-retirement options and re- velopment of safety plans are out- in checklist form for the whole- of $100 each, prepaid (reduced
nuity Requirements are discussed quirements Write Kwasha Lipton lined, including a safety and loss saler-distri butor, showing him handling fees are available on
in a special report written by Ther- Inc, Dept M, 429 Sylvan Ave, control checklist Write GAB Bum- how to examine his insurance port- quantity orders), through the De-
esa B Stuchiner, vp and general Englewood Cliffs, N J, 07632 ness Services Inc, 123 William St, folio and how to ask questions of fense Research Institute, 1100 W
counsel, Kwasha Lipton Inc The New York, N Y. 10038, Attention· the insurance advisor Copies are Wells St, Milwaukee, Wi 53233
article appeared in the New York . Single copies of nineteen free J. W Weatherstone. $2; write Robert L Larsen, Na-
Law Journal and is now available pamphlets, describing the Occupa- tional Assn of Wholesaler-Distrib- 0 Arkwright-Boston Insurance is
free in reprint form Among the tional Safety and Health Act and • The Beneke Service Handbook utors, 1725 K St. NW, Washing- offering a 32-page, illustrated
aspects explored are qualified Joint Administration, are now available provides background Information ton, D C. 20006 Guide to Property Conservation
and survivor annuity; electing out, at OSHA's 10 regional offices Bulk on their property appraisal service, and Loss Prevention Engineering.

• Here's Some Information on Written for management as well
. helping workers who have been as plant personnel, it highlights

laid off or dismissed find another step-by-step procedures Included

Mowthatyou've
Job. Employers who pay unem_ iS a sample property conservation
ployment compensation contribu- Pollcy statement plus a sample in-
tions in an experience rated state spection form which covers all as-
have money incentives to help pects of plant fire protection. For
their ex-employes find another Job. a free copy, write to Barbara Bit-

discovered that your Cost is 30¢ each, less in quantity. tenbender, Arkwright-Boston In-
Write Keyword Dept. BI-1, 55 surance, 225 Wyman Street, Wal-
Granby St, Bloomheld, Ct. 06002. tham, Ma 02154.
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• Corde Locking Systems pub- • The Way To Go is a factual

standard market" is summary of the latest informationhshes a brochure on how to Stop
Office Machine Thefts. The bro- available on drinking and driving,

published by Kemper Insurancechure describes various lock-
Cos The booklet is designed todown devices for stationary and

no longer standard, urge drivers to avoid alcohol beforeportable machines such as valu-
able calculators It also tells meth- they drive For a free copy wi ite

ods of safeguarding against un-
to' Communications & Public Af-

authorized removal of such ma- fairs Department, Kemper Insul -

call IWest. chines as typewriters, tape records, ance Cos, Long Grove, Il 60049

dictating equipment, audio-visual
9 • A discussion of the positive ap-

aids, adding machmes and word proach to the disclosure requne-' D : _Uzzr ta processing equipment without af-:L ments of the new pension law ap-
fecting servicng or maintenanceTIA". r- pears in Kwasha Lipton Inc 's
For a free copy, write Gilbert Za- newsletter on The Pension Act.
kow, Corde Enterprises, 14-56 Bell Disclosure or Communication? Foi/1,-1 t. /7/Ull././3 Blvd, Bayside, N. Y 11360 a free copy write to Kwasha Lip-

ton Inc , Dept M, 429 Sylvan• The long-time availability of
Ave, Englewood Chffs, N J 07632legal insurance in Europe lS dis-

cussed in a study published by the 0 Top national experts describeMaybe it's have an inside American Bar Foundation Legal the ultimate m community emer-
time you Expense Insurance: The European gency medical service from everyi track on creating
started thinking of , X solutions. Experience in Financmg Legal Ser- aspect in Emergency Medical Ser-

vices, by Werner Pfennigstorf, vice Systems-A Communityus as "company g .r--1. We know points out that the contingency Challenge. Communication, trans-
people:' Your kind 1 you'll like the fee system in America eliminates portatlon, training, the emergency

the need for the basic ingredient department and financial supportof "company - the way we
in European legal insurance-pay- is discussed In this brochure bypeople" because, . ve- : make difficult ment of costs incurred in prosecut- Employers Insurance of Wausauafter all, some and unusual ing damage claims against third and the Liberty Mutual Insurance

things remain persons Copies of the 117-page Cos For your free copy writerisks look
paperbound book cost $3 Write to Roger Drayna, Employers Insur-unchanged: your k easy. We the author at the American Bar ance of Wausau, 2000 Westwoodinsureds must specialize in Foundation, 1155 East Sixtieth St, Dr, Wausau, Wi 54401

renew their cover- ' Chicago, Il 60637.Excess, Products
• Edmont Instruments lS offeringages. There's new . tro,46 --- Liability, Special Risks, •. Insurance and Ideas is a bro- a catalog sheet illustrating and de-

business to write. Aviation, Surplus Lines, chure published by Blair, Follin, scribing the complete line of in-
Allen & Walker Inc. briefly de- struments for measurtng and mon-You're still required to make a Commercial Property, and Munici-
scribing employe benefit facilities itoring combustible gas, oxygenprofit. Quite simply, this all adds up pal Liability. We also specialize in and the alternatives available and noise levels Includes acces-

to the fact that to be profitable you keeping our clients happy. That's when plannmg a total program of sories, and an explanation of the
benefits to motivate and protect oxygen sensor which can easilyneed market access. And that's standard with us.
employes For a free copy, write be recharged anywhele For a freewhere we can help. So next time you're stuck with to: Frank White, Blair, Follin, copy, write to Karl Kendig, Ed-

IWest Insurance Managers rep- a problem that's not being solved Allen & Walker Inc, P.O Box mont-Wilson, 1300 Walnut St,
" 1280, Nashville, Tn 37202. Coshocton, Oh 43812resents an outstanding list of insur- through your standard" cnannels,

ance carriers. Each of them is in the give us a call. After we produce for • The uses of Visible Index Key 0 Health Maintenance Organiza-
business of accepting risks. Risks you, we know you'll call us again Control Systems are described in tions: Viewpoints and Consider-

this brochure from Telkee Inc, ations, by Dan Maruna, is avail-like yours, for instance. This allows because, like so many professional
which gives particular attention able from Protech Publicationsus to solve your tough risk prob- producers, you'll realize that IWest's to selecting the correct key con- The book costs $4, but there is a

lems even when market conditions market access, control and sound trol system For a free copy, write 25 % discount to Business Insur-
P M Lindley, Telkee Inc, Rt 452, ance subscribers To order, writefluctuate. That means when you underwriting principles are our
Glen Riddle, Pa. 19037 to Protech Publications, 2182 Du-call IWest you're in touch with the secret of making tough risks look pont Dr, Irvine, Ca 92664

companies (and the people) who easy. • A pocket-size Automotive Ser-
vice Shop safety manual is avail- I A brochure available from

Stockton, CA Portland, OR Palo Alto, CA able to comply with OSHA-re- PAID Prescriptions describes Drug
(209) 948-0555 (503) 292-8828 (415) 329-8020 quired employe training It uses Benefit Programs, with emphasis

pictures to explam the rules on on effective cost control featuresEncino, CA Seattle, WA Fresno, CA
both high-frequency injuries and of programs which are either in-

(213) 990-8400 (206) 363-1303 (209) 226-8042 most frequent OSHA violations sured or self-insured For a free

est
A free sample copy and quantity coPY write to Don P LoVetere,
prices are available from Dray Drug Product Manager, PAID Pre-

Insurance Managers Exclusively for West Coast Producers. Publications Inc, Deerfield, Ma. scriptions, 1633 Old Bayshore
01342 Highway, Burlingame, Ca 94010



Employers are charged
with sidestepping safety

WASHINGTON-A three-day
conference on women and the
workplace held at the Mayflower
Hotel here last month included the
release of a study· which claims
women of child-bearing age are
facing a new kind of job discrim-
ination.

Some employers are refusing to
hire women of child-bearing age,
particularly in jobs involving haz-
ardous substances, rather than
face the liability of health damage
to potential fetuses.

They are refusing the jobs to
women instead of cleaning up the
workplaces for everyone's safety,
according to a joint study made by
the University of California at
Berkeley and the Health Research
Group, funded by Ralph Nader's
Public Citizen Inc.

At the same conference, an is-
sue of Job Health News Service
(JHNS) was distributed which de-
scribed a "particularly touchy legal
issue" involving liability for dam-
age to the child of a woman who
was exposed to toxic chemicals on
the job while pregnant.

According to JEINS, since work-
ers' compensation benefits do not
extend to fetuses, even if a preg-
nant woman decides to risk con-
tinuing.in a job knowing that she
might be exposed to hazardous
chemicals, she cannot release the
company or the government from
liability on behalf of the unborn
child.

It is possible, therefore, that the
child,·until it is about 24 years old,
could sue its mother, her employ-
er or perhaps even the govern-
ment if it suffered birth defects
because of the mother's on-the-job
exposure.

The only federal agency that has
considered effects on the fetus in
setting job health standards is the
Nuclear Regulatory Commission,
according to the joint study,
"Working For Your Life: A Wom-
an's Guide to Job Health Haz-
ards."

However, it concluded that the
NRC's efforts to insure that preg-
nant workers will be protected
from radiation exposure have been
"completely unsatisfactory."

The NRC considered settink a
stricter standard that would pro-
te'ct both fertile men and women,
but decided that "reduction of the
dose limits for all radiation work-
ers in order to avoid discrimina-
tion against women does not ap-
pear practicable, according to the
study. Such a reduction in the dose
limits would cost the nuclear in-
dustry large sums of money."

The study quoted regulatory
guide 8.13, "Instruction concerning
prenatal radiation exposure" is-

Ca. city hires
a consultant

SAN DIEGO-The city of San
Diego awarded the Risk Manage-
ment Group, San Francisco, a con-
tract for excess liability insurance
and for risk management counsel-
ing services.

Bob Walters, who oversees in-
surance for the city, said that the
$5,000 contract was awarded on
May 11. He said that in addition
to the $5,000 in fees the city will
pay the Risk Management Group
a brokering fee.

The Risk Management Group
was recently named the sole brok-
er for the entire University of Cali-
fornia system, replacing Fred. S.
James. That cdntract is said to be
worth about $200,000 a year (Busi-

sued by the Nuclear Regulatory
Commission in March, 1975.

The NRC developed a set of in-
structional guidelines for pregnant
workers, which do not require the
employe to provide a safe work-
place or guarantee the woman job
protections.

The kinds of work regarded as
dangerous or healthy for wornen
are equally dangerous or healthy
for men, with the exception of
certain exposures once the woman
becomes pregnant.

Thus new occupational health
standards should not be developed
on sex-based classifications, the
study suggests. Instead, standards
should be developed to protect all
workers who are exposed to haz-
ards, regardless of sex. •
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The NZIED company
with the personal touch...

Philadelphia Man ufacturers

__JAFC says
insurancepremiumfinancing

canmakemoneyfor
yourcompan5
When you use AFCO to finance your corpo-

rate insurance premiums you not only obtain a
line of credit that doesn't affect other lines.. .
you also retain substantial capjtal by paying pre-
miums monthly from current income.

By investing this retained capital, you can
many times earn a greater return on your money
than the financing costs you. Or make further
savings by using your retained capital for business
expansion.

If you're the kind of corporate insurance
buyerwhoislooking foran additional line of credit
for your company, we'll be looking forward to
hearing from you. There are now 21 AFCO offices
in the U.S. and Canada to give you fast local fi-
nancing service. So call us soon.

---.,.,.„ NEW YORK: 108 John Street,
- / New York, N.Y. 10038 · Atlanta
Baltimore · Boston · Chicago · Columbus · Dallas,
E. Orange · Hempstead · Houston · Kansas City · Los
Angeles · Miami · San Diego · San Francisco · Seattle

IN CANADA:..IA;B
Halifax· Montreal · Toronto · Edmonton · Vancouver

---TU) for
insurance premium

financing.
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Attacks plan to withdraw New York
from Social Security as'hairbrained'

By MARIE KRAKOWIECKI

NEW YORK-Schemes to re-

place Social Security with private
pension plans are "hairbrained,"

a pension expert said here, re-
sponding to New York City's re-
cent threat to withdraw its public
employes from the federal Social
Security system in order to save
its yearly $225 million contribu-
tion.

Barnet N. Berin, director of Wil-
liam M. Mercer Inc.'s pension and
actuarial division, told a seminar
of benefits planners that if New
Yor.k pulls out of Social Security,
it will be cheating its employes of
benefits which cannot be matched

in the private sector, and will not
actually save any money at all.

He wondered whether the city's
threat to withdraw from Social

Security might not be just a des-
peration move aimed at forcing a
more reasonable solution to its

existing problems by using a scare
tactic.

„ This issue transcends New

York City, and we should all be
concerned and very upset by it,"
Mr. Berin said, claiming that the
same thing could happen in Boston,
Los Angeles, Chicago, or almost
any big U.S. city.

State and local government em-
ployes represent just under 10 % of

all U.S. citizens covered by Social
Security. There are about eight
million public employes, and while
more are coming into the system

Results.

Not excuses.

than are leaving it, those who are
leaving pose a danger to everyone,
the Mercer director said.

Public employe groups have an
option to withdraw from the Social
Security system after they have
participated in it for seven years.
However, they must provide no-
tice to the Social Security Admin-

istraton two years in advance.
Although it is estimated that

about 70 % of all state and local

employes are covered by Social
Security, some employe groups
have been exercising their option
to notify for withdrawal.

"The most prominent dropout
so far is the state of Alaska with

13,000 employes, but contrary to
reports they are not out yet," Mr.
Berin said.

"Those who have actually opted

out, or served notice, largely rep-
resent small political units in Cali-
fornia ( a hotbed of this kind of

activity), Louisiana and Texas.
"But even more eye-popping

would be the departure of New

York City's 300,000 employes, a
decision which is already part of
the revised austerity plan for re-
storing balance to the city's bud-
get.

"Yet the deputy mayor of fi-
nance has said that the city has
not reached a conclusion on this

matter. The city has until March,
1978 to decide.

"That's interesting all by itself.
They take credit for the financial

move, then say they haven't made
up their minds," Mr. Berin point-
ed out.

He blasted both the city and its

financial advisers for telling em-
ployes about the $225 million a
year the city would save by drop-
ping ou of Social Security, and

ROLLINS BURPICK
HUNTER

Multinational Insura:nce Brokers

World Headquarters

10 South Riverside Plaza

Chicago, Illinois 60606

for telling employes they would
recover their own 5.85% wage
contribution without also inform-

ing the employes of the benefits
they will lose if they withdraw
from Social Security.

Social Security contributions
made by the city amount to ap-
proximately 5 % of total payroll.

"In any collective bargaining
agreement, this percentage of pay-
roll might be quickly dispensed
with. True, we are in difficult.
times, maybe dire times, but we
would hope that saving of 5 % of
payroll, weighed against the ben-
efits provided, would be fairly
evaluated in terms of retaining.the
5 % contribution, " Mr. Berin ar-

gued.

He disputed contentions of some:.
local groups which say they can
come up with a better set of bene-
fits in the private sector than they
can get from Social Security.

"It borders on the irresponsible
for certain consultants and certain

insurance companies not to de-
scribe in full the very substantial
Social Security survivor annuity...
benefit coverages provided for
spouses and for children," Mr. Ber-
in said.

He pointed out that the 10 larg-
est life insurance companies -are
the biggest companies in the United
States and perhaps the world, and
had only $1.8 trillion life insurance -
in force at the beginning of 1974
compared to Social Security's $2.0
trillion.

"Social Security has excess in.
surance on the order of 11% more
in-force than these 10 largest com-
panies," he noted, saying that these
huge numbers indicate the extent-
of death benefit coverag under
Social Security.

He also noted that while Social
Security benefits are entirely por-
table, employes who withdrew
from it will wind up under private-
pension systems that have long-
term vesting, or worse, they could
end up with no benefits at all.

Employes with less than 10
years of service stand to lose their
coverage and their federally pro-
vided health benefits if they with-
draw from Social Security as a
result.

The city could do more toward
working out its pension problems-
by redesigning its pension plans to
coordinate with Social Security,
thereby lowering present pension-
costs and making its pension ben-
efits comparable to private pen-
sion plans, he suggested.

"The issue seems to reduce to
this: Removal from the Social Se-
curity system, with all its prob-
lems, represents a loss to all of us,
certainly to those who leave the
systenn.

"But it also represents a loss to
those of us who do not leave be-

cause we are all paying for exten=
sive coverage of ourselves, our
parents and our grandparents. „-

William M. Mercer Inc., a Marsh
& McLennan company, is the na-
tion's largest employe benefits
consulting firm. The Social Secur-
ity seminar at which Mr. Berin
made his observations on New

York's proposed withdrawal was
held June 24. m

Group life purchases
Group life insurance purchases

were $100.6 billion for the 12-
month period from May 1975 to
April 1976, down 13.4% from
$116.6 billion a year earlier. Ac-

cording to the Life Insurance Mar-
keting and Research Assn., group
life insurance set up under new or
revised group contracts totaled $7.1
billion in April, up from $6.9 bil-

lion the previous year. Veterans
group life insurance and retired
reserve coverage purchases totaled
$1.7 billion in 1976, up from the

April 1975 figure of $907 million in
coverage.
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State and large employers tackle product issue
By MARIE KRAKOWIECKI

HARRISBURG, PA.-The

Pennsylvania Chamber of Com-
merce formed an ad hoc commit-

tee to study product liability in-
surance problems of industries in
the state.

Representatives from some of
Pennsylvania's largest employers,
including Sears, Roebuck & Co.,
PPG Industries Inc., General Eec-
tric Co., Rockwell International
Corp., Caterpillar Tractor, and
AMP Inc. met here June 16 for
their first evaluation of the di-

lemma.

Meeting chairman H. George
Hanniford, vp-finance for the Mc-
Creary Tire & Rubber Co. of In-
diana, Pa., kicked off the session
with a description of his compa-
ny's recent difficulties with prod-
uct liability insurance. McCreary's
coverage had expired at midnight
the previous Sunday. Mr. Hanni-
ford told the group, and the com-
pany was not able to close a deal
with underwriters for new cover-
age until 10 a.m. the following
morning, leaving the manufactur-
ing company exposed for a nail-
biting 10 hours.

It wasn't that McCreary Tire
hadn't tried to get insurance early
enough. It had canvassed some 32

Ca. schools

to self-fund

work comp
PASADENA, CA.-The Pasa-

dena Unified School District has
named Fred. S. James self-insur-
ance services to administer its new

self-insured workers' compensa-
tion program, according to Vic
Hanson, director of fiscal services.
The appointment was effective
July 1.

Mr. Hanson told Business Insur-

ance that the California state fund
had been the insurer for the school

district's workers' compensation
program covering 5,000 workers.

However, he said that the de-
cision was made to self-insure the
program after the state fund ad-
vised the district that its premi-
ums for the 1976-77 period would
more than double to $980,000.
Workers' compensation premiums
amount to $450,000 in the current
1975-76 period, he said.

"We project that by self-insur-
ing we will save $300,000 a year
because we figure we can do the
job, with the help of Fred S.
James, for about $680,000," he
said.

Mr. Hanson noted that five firms
competed for the job of adminis-
tering the district's new self-in-
sured workers' compensation pro-
gram. Among these firms, he said,
was Bierly & Associates, a firm
that recently was named to ad-
minister the self-insured workers'

compensation program of the giant
Los Angeles United School District
(BI, June 28, 1976). •

License Arab insurer
The Arab International Insur-

ance Co. Ltd., licensed for opera-
tion in all classes of insurance in

March, will receive technical, pro-
duction and reinsurance support
from its shareholding companies.
Among the shareholders are AFIA,
the Misr Insurance Co. of Cairo,
London's Commercial Union, Ger-
many's Allianz and the Zurich.
AFIA will have access to nearly all
Egyptian markets including con-
tractor's all risk, marine cargo and
hull, and casualty and accident
Lines.

companies, searching for a carrier.
For its basic half-million-dollar

limit coverage, the premium jmped

from $70,000 to $146,000. On the
higher layers the premium went

from $8,500 to $170,000.

McCreary Tire has sales of

about $42 million annually. Mr.

Hanniford said that right now the
company's expenses for workers'
compensation insurance and prod-
uct liability insurance are running
at an amount equal to 30% of
corporate earnings.

Mr. Hanniford's product liability
situation was not met with much

surprise by the committee mem-
bers .Most of them nodded know-

ingly as he ran through the fa-
miliar tale of the decreasing ca-
pacity of insurers to provide prod-
uct liability coverage, and the
higher premiums being charged

for minimal amounts of coverage.
Robert Hunter, an attorney who

serves as legislative assistant to
Sen. Robert Taft (R-Oh.) told the

meeting about the status of S.3317.
Sen. Taft's bill now pending in the
Senate Labor and Public Welfare

Committee. The bill would permit
manufacturers who have been hit

with third party product liability
lawsuits to use negligence of an
employer as part of their own de-
fense in subrogation proceedings.

It would also make an employer
liable to a third party for recovery
of payments made to the injured

worker in a product liability suit if
the injury was caused by the em-
ployer's violation of an OSHA
standard or state safety regulation.

This remedy has been suggested
by many product liability and legal
refornners as a way to force ern-
ployers to provide safer work

places and to properly maintain
their equipment, thus cutting down

on potentially unfair product li-
ability suits against third parties.

The Senate bill might be offered
Workers' Compensation Act, Mr.

Hunter said, but he was not en-
thusiastic about this approach. He

invited members of industry to
make suggestions to the senator's
office about what they would like
to see done to help solve product
liability problems.

He was not optimistic about the
bill's passage this year, but told the
group that its value lies primarily

in drawing Congress's attention to
the product liability problem.

Other speakers at the meeting
were Andrew Kalmykow, assistant
general counsel for the American
Insurance Assn; Marie Krakowi-
ecki, associate editor of Business

a*

Insurance; and Pennsylvania at-
torney James K. Thomas of Metz-

ger, Hafer, Keefer, Thomas &
Wood, who explained general con-

cepts of state law as they relate
to product liability.

At a working session following
the talks, the group formed a sub-

committee to draw up recommen-
dations for a model bill to present
the Pennsylvania legislature.

The Chamber of Commerce is

planning to conduct a survey of
companies in the state to assess
what their current difficulties are

in the product liability markets.
James S. Buente of the Cham-

ber's insurance committee also

described plans to form a risk
management society in the Har-
risburg area, which at some point
could evolve into a chapter of the
national Risk & Insurance Man-

agement Society. m

FIRST STATE makes waves when necessary
FOR EXAMPLE: First State underwriters are not burdened by "the book,"
"off-the-shelf forms" or committee underwriting. They are imaginative,
willing to listen, and have unlimited decision-making authority with
respect to the development of rate, form, and financial commitment. Re-
suit prompt and -useful answers and a clear understanding between
underwriter, agent/broker, and insured.

First State has capacity and is a sound, responsive market for your Um-
brellas, Special Covers, D. 1. C., Valued U. & 0., All Risk Builders' Risk,
other unusual risks and risks without precedent. Call us. We will listen
and cooperate.

A+AAAAA
A. M. Best Co.

MULTINATIONAL, PROPERTY and LIABILITY,
MULTILINE THROUGH AGENTS AND BROKERS

(First State is the largest and oldest domestic company formed to write
Surplus Lines, Special-Purpose and Reinsurance Business.)

(a CAMERO an O LBY activity)

Cameron and Colby Co., 60 Batterymarch Street, Boston 02110 617/357-8400
CHICAGO, Hartford Plaza Building, 312/782-5921;

ATLANTA, 1001Edgewood Ave., 404/523-6216
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editorial opinions letters

Letters are welcome Address

Court clout: Legislation without representation letters to the Editor of Business
Insurance, 740 N. Rush St, Chi-
cago, IL 60611.

(Guest Editonal by Stefan J Valovic, Director of Insurance, Secondly, the majority decision departs significantly from
Malpractice costsKaiser Aluminum & Chemical Corp., San Francisco) the recogmzed limitation on ]udicial action by encroaching on

To the Editor The quantumpowers constitutionally entrusted to the legislature: the pow-
leap in the cost of medical malprac-

JUDICIAL CHAUVINISM, reflected in some decisions, er to enact and amend statutes. Although the legislature in- tice insurance affects not only doc-

maintains that judges can make better laws than the legis- tended the courts to develop working details of defense for tors and hospitals, and not only
their patients, but also has a verylature This activism weakens the checks and balances inher- contnbutory negligence, no historical or logical basis exists
sizeable effect on the costs in-

ent in our system of government and reduces the power of to conclude the legislature intended to authorize judicial volved in corporate risk manage-
our executive and legislative branches. repudiation of the basic defense itself. ment for every business organiza-

tion in the United StatesUnless the legislature acts to meet this threat, Californians Further, the legislature is the branch best able to effect
The reason for this lS, rather ob-

will experience a steady stream of court-made laws resulting transition from contributory to comparative or some other viously, the fact that business cor-

in a further increase in litigation, taxpayer costs for a judicial doctrine of negligence. The Supreme Court is not an investi- porations, by and large, are paying
the cost increment attributed tosystem already inefficient and npe for major revisions, and gating body, and lacks the means of fairly appraising the
medical malpracti ce insurance

higher msurance premiums and manufacturing costs As a merits of those competing systems. through group insurance programs,
concerned businessman, taxpayer and consumer, this judicial workers' compensation, and mis-

cellaneous insurance policies Whenactivism strikes me as unnecessary and too expensive m Finally, "courts of other states-with near unanimity-
the cost of malpractice insurance

The recent California Supreme Court decision (Nga Li us. have conceded their inability to determine the best system at Michael Reese Hospital goes

Yellow Cab Co of California, et al, 13C 3d 804-March 31, for replacing contributory negligence, concluding instead that from $300 per patient day in 1974

1975) which abolished contributory negligence as a defense the legislative branch is best able to resolve the issue. to $16 50 in 1976, as per a recent
article in the Chicago Tribune, any

in personal in}ury and property damage cases supports my In Justice Clark's words, "by abolishing this century-old corporation paying that bill
through a group insurance pro-concern. In a 49-page opinion which amounted to a judicial doctrine today, the majority seriously erodes our constitu-

fiat, the state Supreme Court substituted a form of "compara- tional function We are again guilty of judicial chauvinism." gram is certainly going to feel the
impact of that rise When the cost

tive negligence for contributory negligence, assigning dam- Of the 28 states that have adopted a form of comparative of insurance at Presbyterian-St
age responsibility and liability in direct proportion to the negligence, only Callfornia and Florida have taken the Judi- Luke's goes from $2 33 m 1974 to

$13 35 in 1975, the employer of aamount of negligence of each party. This judicial legislation cial legislation route. The majority have relied on the legisla-
person hospitalized there as a re-

abolished assumption of risk as a defense to the extent that tive process and have statutes covering their respective com- sult of a Job-related injury is cer-
tainly going to feel the impact onit is merely a variant of the doctrine of contributory negli- parative negligence systems.
its workers' compensation premi-gence and abolished the doctrine of last clear chance The doctrine of strict liability in tort is another example of ums And when the cost per day

The "all-or-nothing" rule of contributory negligence was judicial legislation in Cahforma. In the famous Greenman us. at Christ Hospital in Oak Lawn
goes from $1 00 in 1974 to $10 00a harsh rule for plaintiffs, and perhaps Cahfornia should have Yuba Power Products Inc case, manufacturers can be held
in 1975, the automobile liabilitysome form of comparative negligence. But the method by liable to injured parties resulting from a manufacturing de- claims adjuster handling the claim

which this new law and legal concept has been imposed on feet in the product irrespective of fault by the manufacturer. of an injured party hospitallzed in
that Institution 15 going to have toCalifornians is alarming. Strict liability spread throughout the country. Generally, the
deal with inflated hospital bills illThe California legislature considered comparative negli- in]ured party need only prove that injury was caused by a negotiating that adjustment

gence in some 10 bills between 1971 and 1974 but saw fit not defective product when it left the manufacturer Your publication can accomplish
quite a bit if it focuses the atten-to adopt it Contributory negligence has come under attack in What can be done? I offer the following suggested solutions.
tion of corporate risk managers,our state courts as well, but has survived. A footnote to the The legislature must rise to the challenge by the judiciary, and busmess executives in general,

Li us. Yellow Cab Co decision lists four cases dating back to and either codify case law or modify it by statute-especially on the fact that the cost of mal-

practice insurance not only affects1916 and the unsuccessful legislative history of comparative where single case decisions like Li vs. Yellow Cab Co.
everyone, but affects business cor-

negligence. and Greenman vs. Yuba Power Products Inc. have an enor- porations in particular
mous impact far beyond the bounds of the particular case. Warren G. Brockmeier, CPCU

Director, risk management ser-I Supreme Court Justices Clark and McComb couldn't go Secondly, the public must be made aware of Judicial chau-
vices, The Wyatt Co, Chicago, Il

along with the majority on this judicial usurpation of legis- vanism by having the dangers of judicial legislation pointed
lative power Justice Clark, in a short but impressive and out and encouraging use of the political process to elect rep- Blanket bond fan
moving dissent, said: For over a century this court has con- resentatives who will curb judicial legislation. The public To the Editor I thought you

might appreciate a couple of com-sistently and unanimously held that Civil Code section 1714 must know that they bear the costs of high court judgments,
ments from one of your Canadian

codifies the defense of contributory negligence. Suddenly- imposing new systems and requirements on industry and re- "readers, re. the June 28 Issue
after 103 years-the court declares section 1714 shall provide quiring pubhc officials to institute new programs. On the fidelity insurance piece

on Page 19, I happen to be a blan-for comparative negligence instead In my view, this action An arbitration system should be established which would
ket commercial bond fan as op-

constitutes a gross departure from established judicial rules reduce the cost of litigation, insure a speedier monetary reim- posed to the blanket position bond.
and roles. bursement of the inlured party and reduce the current gen- Our experience over many years

indicates that you are generallyThe majority's decision deviates from a cardinal rule of eral desire to litigate merely to vindicate a right or to receive
looking at a single defaulter-al-

construction to effect the intent of the legislature. The ma- a large settlement. though that is not necessarily al-
jority concedes that the legislature's intention in enacting sec- Finally, windfalls such as punitive damages, should be elun- ways true and we have had in-

stances where there have beention 1714 of the Civil Code was to state the basic rule of inated, thereby reimbursing injured parties only for prov-
more than one person involved In

negligence together with the defense of contributory negli- en damages The desire to sue would be reduced, and the my view, you should buy the com-
gence modified by the emerging doctrine of last clear chance parties inclined to arbitrate the resolution of their particular mercial bond for a sufficient limit
66 of liability that you can expectYet the malority refuses to honor this acknowledged inten- controversy

whether lt'S an individual or more
tion-violating established principle," said Justice Clark. (MT. Valovic's artice appeared in Pacifec Business magazine.) Continued on page 16
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Look, when we created our multi-peril, we just had
to throw out the book.

After all, our goal wasn't to devise another
look-alike coverage.

It was to forge a better package.
And we think we've got one.
American Home's Commercial Multiplecover

Policy is better because it's rated under an inde-
pendent filing. We don't go by the SMP book.

Which means we can be flexible. And more

 easily able to find new ways to fill your specific
needs.

And our underwriters have the authority to act.
Right on the spot. Without delay.

And lastly, it's better because we listened to the
complaints of agents and brokers before we created
our multiple-peril coven They told us their biggest
problems with other multi-peril packages were
service and engineering.

So we designed our support systems, from the
very start, to ensure that our engineering is always
timely and our service dependable.

It's multi-peril that has gone one step farthen
To the point where - thanks to our rating flexibility
-we can apply our multiple peril to just about any
piece of business:

Including light industry. Trade groups. Busi-
ness associations. And even those insureds who

have been paying too much for their coverage. As
well as prospects who couldn't get coverage at all!

For more information about our Commercial

Multiplecover Policy that doesn't go by the book,
send this coupon.

*Available in states where approved.

AMERICAN HOME/NATIONAL UNION
INSURANCE COMPANIES

Dept. 130-607-12, 102 Maiden Lane,
New York, N.Y. 10005

Please send me details on your Commercial Multiple-
cover Policy.

NAmp

Title

Company

Addreqq

City

{PLEASE *NT)

State Zip

Member Companies of
American International Group

We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place business with these AIG companies.
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Tile Argonaut Advantage:
spedolists in morkers' compensation

forouer 25 Veurs.

When our doors first opened over 25 years ago,
we set our sights on building a strong, dynamic
workers' compensation business. And we had the
kind of people who would make that goal a reality.

Over the years, our reputation as a comp carrier
has grown in the many industries we serve. Today
Argonaut has an advantage: experienced people to
deliver the kind of expertise and services that make
business with Argonaut good business for you.

Put the Argonaut Advantage to work.

tt's better than ever.

y

ARGONAUTINSURANCE
' COMPANIES

Home Office: Menlo Park, California 94025

+ Principal Offices: Atlanta, Boise, Chicago

Kansas City, Los Angeles, Minneapolis

Cranford, Dallas, Detroit, Honolulu

Philadelphia, Portland, San Francisco

letters
Continued from page 14
than one involved you will have a
reasonably adequate limit to take
care of your needs: $500 thousand
or a million or substantially more
than that are not uncommon fig-
ures.

In fact, for any sizeable industry
that I am aware of where I have

asked the question and we have
exchanged information, the million
would almost be a rock bottom

with most (limits) substantially
above that running up to many
millions. You find when you are
buying the coverage that it doesn't
cost too much more to go to sub-
stantially higher limits. If you go
to substantially lower limits as are
referred to in the article on the

blanket position bond, I personally
think that you restrict the amount

of coverage you have available
even though the limit might apply
to two or more employes that could
be involved in a "ring".

It is certainly a must for any
concern to have adequate control
exercised by management people
and backed up by a sound and
alert internal audit department.
Loss prevention in this area is per-
haps as critical as it is anywhere
in the risk manager's portfolio. I
agree with the author that there
are going to be problems in col-
lecting claims which can occur and
where the act cannot be identified

specifically. One has to be able to
prove what the loss .s and the
bond form of course stipulates just
what the rules of the game are.

However, I have found the
bonding company with which we
deal ( and this is an area where a

long term affiliation and rapport
with not just a broker but with
the bond company personnel is ex-

tremely important) to be most re-
alistic and fair in their assessment
of claims and certainly at the level
of premium which a good industry
properly operated can purchase
this coverage, it is not a "waste
of money".

The other cornrnent that I

wanted to express was on the legal
decision referred to in the article

on Page 20 "What are Limitations
on Public Adjusters?" I think it is
ridiculous for a court to come up
with the kind of a decision as is

referred to. We are getting more
and more snowed-under by lawy-
ers being involved in too much
litigation about problems that
should be solvable on a direct

basis by people with expertise, de-
veloped through many years of ex-
perience in actual practice.

We certainly use adjusters to
handle uninsured or self-assumed
claims for us all across the coun-

try, and most of these people do
an excellent job, quickly and effi-
ciently, to the great satisfaction of
all concerned-ourselves if we are

the payer, and for the claimant
who has a justifiable claim which
should be settled with him just as
quickly as that can be arranged.
We should all be striving to keep

every possible case out of a law-
yer's hands and out of the courts
if that can be done. All that the

courts accomplish, in many cases-
or the lawyers, if cases are settled
out of court-is to add to the ex-

penses and delay the ultimate con-
clusion.

Donald M. Stuart

Insurance Manager, Canada
Packers Ltd., Toronto

Colorado situation

To the Editor: On page 16 of
your June 14, 1976 issue, you com-
mented concerning the formation

of U. S. captives and made par-

ticular reference to the Colorado
situation. The inference in your
article is that Frank B. Hall and
Alexander & Alexander are the

only managers of captives in Colo-
rado.

We would hope that you could
comment in an early issue that the
Glendale Agency Inc., of which I
am president and chief executive
officer, has been very active in
the organization and management
of Colorado captives, among them
the Glendale Insurance Co. The
Glendale Insurance Co. was de-

scribed in an earlier issue of your
magazine as one of the earliest and
most successful of the Colorado

captives involved in very high lim-
it and difficult-to-place liabilfty
lines.

William R. Kersten

President, Glendale Agency Inc.,
Denver, Co.

Brokers' role

To the Editor: Is there really
"...a certain objectivity in using
a broker as opposed to a single
supplier . . ." as reported in your
June 14 article "Firms managing
captives in fast race"?

Considering the broker's prin-
cipal role and source of income we
find it difficult to conceive that his

approach could be anything other
than subjective.

We feel that "independence" is
the key word with the risk man-
ager calling the play for his team
of risk engineer, reinsurance brok-
er and captive company manager,
each one being independent of-
but working in concert with-the
other; and he will have had his
viability/feasibilty study carried
out by an expert independent of
all three.

Harry New
President, Atlas Management
Ltd., Hamilton, Bermuda

74* Let us attack your
reinsurance problems.

Capital, experience and staying power. Three big reasons
Prudential Reinsurance Company is a major factor in its field.

underwriting. Innovative, aggressive professionals with the
We're staffed with specialists in property and casualty

funds to back them up.
If you have reinsurance needs, just talk to the tiger.
Write: Prudential Reinsurance Company,

Post Office Box 908, 213 Washington Street,
Newark, New Jersey 07101. Call: (201) 643-6661,
Facultative and Treaty. Telex: 13-8698.
Branch Offices: Los Angeles and Chicago. 1

.

Prudential Reinsurance Company subsidiary of The Prudential Insurance Company of America » Prudential



DETROIT-Four large tunnel
construction firms in this area face
cancellation of their insurance or

much higher premiums to protect
them against lawsuits in case of
accidents in tunnel jobs.

Cecil Nickel, of Nickel Asso-
ciates, Southfield, who handles in-
surance for Michigan Sewer Con-
struction Co., Southfield, estimated
that the four companies' jobs may
total $20 million to $30 million
and that these would necessarily
have to shut work down unless lia-

bility insurance can be negotiated.
Temporary coverage was ar-

ranged recently to cover Mich-
igan Sewer until July 10, Mr. Nick-
el told Business Insurance. The
Fireman's Fund American Insur-

ance Co. which had cancelled ef-

fective July 1, 1976, agreed to cov-

er Michigan Sewer for liability of
$500,000 to $2 million and Western
Casualty Co. for the primary $500,-
000 until July 10.

"We are negotiating through Mc-
Alear & Associates, Grand Rapids,

which specializes in surplus lines,
for coverage and hope to have cov-
erage by July 10." The cost will be
high, he added.

Law limits risk for those giving swine flu shots
By JOANNE GAMLIN

SACRAMENTO-Gov. Edmund

G. Brown signed a bill that will

virtually eliminate liability of pub-
lic entities and their employes as
well as licensed health facilities

and their volunteers for any act or
omission in the administration of

:wine flu vaccine.

Because Gov. Brown signed the

bill, authored by Assemblyman
Barry Keene, San Mateo County
which had bben threatening to
withdraw from the mass inocula-

tion program, will participate, Dr.
James Bodie, director of public
health, told Business Insurance.

More than half a dozen of Cali-

[ornia's smaller counties purchase
medical malpractice insurance

The other three construction

firms are Greenfield Construction

Co., Livonia and Dearborn, which
is reportedly covered until Aug. 1,
1976; Mancini Construction, Inc.,

Warren, cancelled July 1, 1976; and
J. D, Construction Co., also can-
celled July 1. Mr. Nickel said he
understood that J. D. Construe-

tion had some work in the Chicago
area, and this could be perilled if
insurance is not obtained. The four

firms reportedly are insured with
Fireman's Fund.

Failure of the construction firms

to obtain insurance is due in large
part to two tunnel disasters that
have occurred in the last five years,
one in a Port Huron, Michigan
tunneling operation in December,
1971 being done for the Detroit
Metro Water Department by
Greenfield Construction, and the
other in November 1975 in Mount

Clemens, Michigan, for which
Greenfield also was the contractor.

Twenty-one workers died in the

Port Huron project and one died
in Mount Clemens.

These two disasters have result-

ed in Michigan Sewer being penal-
ized even though the firm has a

good record, Mr. Nickel said.
The Port Huron disaster has led

to nurnerous lawsuits that brought
judgments and settlements for hun-
dreds of thousands of dollars.

Early this year, Michigan of-
ficials announced that the state

was undertaking a probe of the
entire tunneling industry. m

from the Farmers Insurance Group,
Los Angeles, through its Truck In---
surance Exchange.

Talk of withdrawing from the
swine nu inoculation program was
sounded by San Mateo because the
Truck Insurance Exchange had
said it would charge the going out-

patient malpractice insurance rate
of $1.76 per inoculation.

Dr. Bodie, among other county
public health officers, called the
$1.76 a head charge "exorbitant."

However, he said because Gov.
Brown signed the bill the liability
problem will shrink to near noth-

ing. As a result, he said his depart-
ment now intends to participate in
the immunization program.

Ray Wenzel, liability manager,
Farmers Insurance Group, told BI
he was pleased Gov. Brown signed
the Keene bill. He said the insur-

ance company is not at all eager
to insure the giving of swine flu
immunization shots.

Because the governor performed
as expected, counties and hospitals
that normally buy malpractice in-
surance from the Truck Insurance

Exchange will no doubt self-insure

 Welcome to f
The

WW  f tore
D

!

Welcome toThe insumnce Stem

F

for the inoculation program, Mr.
Wenzel said. The Keene bill abol-

ishes all liability associated with
the administration of the vaccine

e*cept that which constitutes will-
ful misconduct.

Mr. Wenzel went on to state that

the $1.76 rate is usual for outpa-
tient care. Countering arguments
of those who say the $1.76 rate is
out of line because a flu inobulation

is much less risky than most other
outpatient services, Mr. Wenzel re-
sponded: "Who knows?'

He pointed out that there is a
controversy within the medical

business insurance, July 26, 1976/17

field as to just how risky the swine

flu vaccine will be, especially to
individuals under 20 years of age.

Dr. Bodie of San Mateo, how-
ever, said in his opinion the swine

f.u vaccine, which does not contain
a live virus, "is the safest vaccine
you could give anybody." •

Property damage told
Storms involving hail, tornadoes

and high winds caused insured
property losses of $3,750,000 in
Omaha and Western Iowa from

June 26 to 29, according to the
American Insurance Assn. For the

second time in 16 months, Omaha

sustained tornado damage; the total
this time was $2 million.
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Why businessmen
do business with

The Insurance Store.
Chances are, you've never thought of buying business

insurance at a store.

But buying business insurance at The Insurance Store
can makeall the sense inthe world.

Because at The Insurance Store-with one stop, you'll
find every kind of business insurance.

With one stop, you'll find a wide choice of insurance
companies including ourselves, Continental Insurance
offering a broad range of specialties and capabilities. m- 1

With one stop, you'll find trained business insurance •Em
experts who can help you choose the specific companies
and coverages that best match your needs.
And budget.

Best of all, at The Insurance Store, you'll
find service second to none. .*

Today, wherever you're located, there's
an Insurance Store near you.

And it's easy to find: Just see an agent

listed under Continental ConNnentd Iniga#Ji,ee
Insurance in the Yellow 1atured at
Pages. 1*helimim"'ce nom

The Insurance Store isa service mark of The Continental Insurance Company.
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london line

Lloyd's launches big capacity study;
meanwhile, results for '73 look grim

LONDON-Loss years are fae-
ing some syndicates at Lloyd's, be-
cause, in spite of fierce competition
in the marine and aviation mar-

kets, they have been holding on
and fighting to keep their share
of world business.

But plans are still going ahead to
hike capacity, especially as there
is a great deal of non-marine cov-
er which is returning to Lloyd's
on better terms than before.

So Lloyd's is surveying its rules
over the amount of premiums in-
dividual members can undertake
in the light of their syndicate ar-
rangements.

A committee has been set up to
check whether the present extent
of premium limits, based on the
financial backing available from
members, can be improved.

But Havelock Hudson, chairman
of Lloyd's, explains that needs for
higher capacity will not be allowed
to affect the traditional security
which it offers for all its classes of
policies.

The probe into new capacity lim-
its will be headed by Leslie R.
Dew, another leading member of
Lloyd's, who is familiar with prob-
lems in the U.S. where there will
be obvious interest in these moves

for future capacity.
There are clear signs that mem-

bership at Lloyd's is rising stead-
ily, with possibly 2,000 further en-
trants by the start of 1977.

Currently there are 8,512 mem-
bers, nearly 1,000 more than last
year.

"It's important there should be
sufficient capacity to deal with in-
creased business, with the effects
of inflation on premiums, and the
devaluation of sterling," Mr. Hud-
son advised an internal meeting of
members.

Public results for Lloyd's global
operations will be announced in

August, when underwriting returns
for each of the three years from
1973-76 will become available.

Mr. Hudson added:: "Indications

are that profits for 1973 will be

lower than the two previous years
whose accounts have now been
completed for settlement.

"We also expect that this drop in
profits will affect both the 1974

and 1975 trading years, which may
prove to be loss years for some
syndicates when their returns are
completed."

He reported that he had made a
successful tour of the U. S., where
his visits to Seattle, San Francisco,
Los Angeles and Atlanta had pro-
duced inspiring reaction from bus-
iness executives he had met.

Results from leading companies
in the British Insurance Assn.,
which has over 300 members, show
that there was an underwriting
loss of $360 million in their world
operations last year, compared
with just over $200 million deficit
in 1974.

Howmuchchangedoes
ourAmericanEconomic
System need:Alot ?
Alittle? None?

You may be reassured-or troubled-by how a number
of your fellow citizens answered this question recently.

A recent study shows that an overwhelming majority of
Americans have a basic faith in our economic system. Only
a relatively small number favor major structural changes.
Yet almost all-92%-feel some modifications are needed.

In the months and years ahead, we're all going to be
called upon to make great decisions as our American
Economic System adjusts to new conditions every-
where, both home and around the world.

Obviously, the more we all
know about our system and
how it works, the better we can
decide what to preserve, what *
to change.

To help give you a clearer
picture of our system, a special
booklet has been prepared. It's
easy to read, interesting and free.
Mail the coupon for your copy.

Every American ought to
know what it says.

The American

Economic System.
lt's one of your basic freedoms.

--

Booklets, P.O. Box 1887, New York, N.Y. 10001

Please send me a free copy of the booklet
about our economic system.
I would also like a copy of the survey
highlights.

Name

Company
Address

City

Title

State Zip

Note: Booklets in quantity, posters and other materials
are available·for use by companies, clubs, etc. For in·
formation, write: The Advertising Council, 825 Third
Avenue, New York, New York 10022

A A public semice message of The Advertising Council
rir · & U.S. Department ot Commerce

presented by this Magazine.
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Did you know? · With 6% of the population, America
uses 30%of the world'senergyproduction The US. economy
created26 millicn new jobs between 1950 1975. In 1975 the
US. imported about $96 bmion of goods-exported over
$107 billion

These UK company losses oc-
curred mainly in the U.S., where
auto was their worst class of bus-

iness, and recovery situations are
still anticipated.

Total premium income of Brit-
ish insurance companies, exclud-
ing Lloyd's, rose to more than $9
billion last year, of which $1.8 bil-
lion came from the U.S.

So most UK companies operat-
ing in the U.S. are intensifying
their trends toward adopting very
selective underwriting, in order to
counteract the poor experiences
they have had.

Newly-elected chairman of the
British Insurance Assn. is William

C. Harris, chief general manager
Phoenix Assurance, who served as
chairman and president of Phoe-
nix Assurance of New York be-
tween 1960-1965 and was on sev-
eral U.S. inszirance committees at
that time.

*:

Fears that marine insurers will
face heavy losses on their recent
business activities were revealed
by Lucas J. Ralli, chairman of the
UK's Orion Insurance group, in his
latest report to stockholders.

"The unit prernium now being
obtained for international marine
business is still at an exceptionally
low level despite the losses of Kri-
ti Sun, Berge Istra and Olympic
Bravery, " he declares. "In addi-
tion, the marine market will be
severely affected by heavy losses
as a result of the Hamburg floods
last January.

"The present market weakness
and international overdapacity for
marine business is in part due to
liberal reinsurance protection af-
forded by London. Following the
recent heavy casualties, reinsur-
nace underwriters seem to be
adopting a more realistic attitude,
which could do nnuch to correct
current problems."

He also anticipates difficulties in
aviation cover, where the end of
1975 and start of 1976 produced
severe losses, including major ac-
cidents to four wide-bodied air-
craft. But the scramble for airline
business continues unabated, he
warns.

The Orion group, whose aviation
side has led the cover in the UK
market for the Concorde aircraft,
had premium income of nearly $40
million last year, and showed an
underwriting profit of $2.5 million
compared with $2.4 million profit
in 1974.

It is the marine underwriting
business for 1974 and 1975, which
are still "open years" as far as
claims settlements are concerned,
that is causing most anxiety.

8 * 0

Sentry Insurance Group UK
acted as hosts to twelve US ex-

ecutives from major life compa-
nies when they stopped over in
London on their way to a two
week tour of the Soviet Union,
Rumania, Yugoslavia, and Finland.

John W. Joanis, chairman of the
board of Sentry Life Insurance,
Wisconsin, described it as a "meet
the people" trip during which they
would have close contact with
many insurance men in Russia as
both Leningrad and Moscow were
on their schedule.

***

Delegates to a nuclear risk con-
ference in London were told that
world-wide insurance capacity is
under pressure because of the
needs of nuclear operators in some
countries. Sizes and values of nu-

clear power plants are growing
steadily, it was added.

Britain reported its nuclear risk
pool would be able to assemble
$250 million capacity for material
damage cover for a nuclear instal-
lation.

The conference, attended by
sixty delegates from eighteen na-
tions, set up a study group to ex-
amine the availability of various
forms of insurance for nuclear in-

stallations. •
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Product liability hits rubber industry suppliershe never
never

AKRON-If producers of heavy
machinery for the rubber industry
were asked to pick their number
one problem of 1976, the answer
would probably be a unanimous
"product liability insurance."

Once a small, but integral, part
of operating expense accepted by
most manufacturers, the cost of the
insurance has skyrocketed in recent
months to levels that are almost
unpayable---quadrupling in some
cases. Some companies have found
their policies cancelled--even firms
that have never filed a claim.

One company hit by the prod-
uct liability problem is Dependable
Rubber Machinery, a Cleveland-
based manufacturer and rebuilder
of equipment for the rubber and
plastics industries.

In February-after six years in
business and without ever having
filed a product liability claim-
Dependable found its insurance had
been cancelled.

The insurance company, which
had been charging an annual pre-
mium of $2,500 for $6 million cov-
erage, said it no longer wanted to
handle product liability coverage
for small manufacturing firms. In
search of a new insurer, Depend-
able found one Canadian firm that
was willing to sell them insurance
for $40,000 per year. Rejecting that
offer, they ultimately settled on a
local firm charging $8,000 a year-
an increase of 220% over what
they had been paying.

The jump was not unusual. Some
firms have had their rates more
than quadruple.

George Sobieraj, vp and general
manager for Dependable and an
authority in the field, explained
that the problems associated with
product liability are numerous.

Mr. Sobieraj said one of the ma-
jor problems right now is that few
companies or individuals are will-
ing to get involved in a search for
solutions. "It's an area where the
manufacturers are going to have to
band together to bring about any
change," he said. "There is a gen-
eral reluctance to even discuss the
problem."

Mr. Sobieraj pointed out that
his company has rebuilt machinery
that is over a century old-mach-
inery that the original manufac-
turer could still technically be held
responsible for. He contends, Sob-
ieraj said, Dependable has done ev-
erything possible to integrate safe-
ty devices-both mandated and
otherwise-into its machinery.
However, once the machine is on-
the-job, there is no way of assur-
ing that the end user or one of his
employes will not circumvent the
safety equipment. And even if they
do, the manufacturer can still be
held responsible for an accident.

One of Mr. Sobieraj's chief com-

Wisc. Blues:

indigestion
MILWAUKEE-A record in-

crease in claims payments, near-
ly 25%, caused a $10.4 million loss
for Blue Cross of Wisconsin last
year, according to Leo E. Suycott,
president of the state's largest
health insurer.

It was the deepest loss in 36
years of operation, he stated.
Claims payments soared to a rec-
ord $212 million last year as aver-
age daily hospital charges climbed
18% to $145.05, he said.

Membership in the Blue Cross
plan declined for the first time
since 1961, slipping about 57,000,
and was the fifth and largest drop
ever. Mr. Suycott blamed ·infla-
tion and greater use of hospital
related services for the rise in

plaints is that attorneys handling
product liability cases often work
on a percentage basis.

If the case is lost, the lawyer
loses little more than his time. But
if it is won, he often stands to gain
a great deal-as much as 50% of
the amount awarded in some cases.

Many times the cases never even
get to court. Companies hit by
product liability cases soon learn
that it can often be less expensive
to settle out of court. Defense costs
are not inexpensive and plaintiffs
can often be persuaded to settle for
less before the case goes to the
jury.

Although the manufacturer
might come out ahead financially
in such instances, the long-range
effects can prove detrimental. A
legal airing of the problems asso-
ciated with product liability suits

has been forfeited. Also, other
workers hearing about the easy
settlement are encouraged, machine
makers believe. If injured, they
are more likely to press charges in
anticipation of a similar outcome
for their own case.

One such case proved particular-
ly disappointing to Mr. Sobieraj.
He had been asked to testify as an
expert witness in a case scheduled
to go to court in Tampa, Fla., June
21. However, the company settled
out of court just a few days before
the trial.

The case involved an unskilled
laborer whose hands were caught
in a rubber mill he had been as-
signed to operate temporarily. The
machine was Japanese built, so the
American company that distributed
it became the object of the suit.
They settled for $17,000 rather
than go through with the trial.

One rubber machinery company
and its owner did a complete
turnaround after being hit by a
product liability suit. Bud Spar-
hawk, owner of Sparhawk Equip-
ment Co., Chicago, began manu-
facturing and rebuilding equip-
ment for the rubber industry 25
years ago.

In 1972, a product liability suit
was filed against the company con-
cerning an accident that happened
on a machine sold and installed
three years before.

"I did not feel responsible for the
accident," Mr. Sparhawk said. "I
felt it was the result of negligence
on the part of the employer. The
man was not trained in the opera-
tion of the machine."

The case was settled in court, but
before it went to the jury, for $1,-
000. Sparhawk did not carry prod-

uct liability insurance,
has, and said he probably
will. "It's too expensive."

The case, he said, caused him to
"experience a complete turnabout."
Mr. Sparhawk sold his machine
shop and began manufacturing
safety devices for the equipment
he had once built and serviced.

He also steeped himself in all the
information he could find about
safety, OSHA regulations and their
effect on the rubber industry.

Mr. Sparhawk believes a lack of
education in such matters is one of
the major problems facing the rub-
ber industry today. He is preparing
to begin teaching a series of sem-
inars on safety and OSHA com-
pliance to help set the matter
straight. ,

(From Rubber & Plastics News,
another Crain news magazine.)
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Malpractice rates shock hospitals;
premiums higher than policy limits?

CHICAGO-Large Indiana hos-
pitals are faced with the prospect
of paying more for their malprac-
tice insurance coverage than the
face amounts of insurance avail-

able, in the wake of a 344.6% rate
hike announced by the Insurance
Services Office effective July 1.

"This means any hospitals with
over 444 beds in Indiana, insuring
with an ISO company and buying
$100,000/$300,000 limits, will be
paying annual premiums in excess

of their annual aggregate limit, and
that's just based on the per bed
rate," declared William Gill, a con-
sultant with Wyatt Co. here. Mr.
Gill is working with a number of
hospitals on risk management con-
sulting projects. He noted that one
Wyatt client in Indiana faces an
annual premium on renewal on the
order of $380,000 for the bed rate
alone.

Indiana hospital rates for $25,000
per occurrence limit, $75,000 aggre-

gate annual limit were raised to
$417 per bed from the old rate of
$121 per bed, subject to a new min-
imum premium per location of
54,170, up from the previous mini-
mum premium of $1,210.

Using a 1.62 factor for increased
coverage limits, 'the new rate for
$100,000 per occurrence coverage,
$300,000 annual aggregate limit is
$676 per bed, up from $196 per bed.

There is also a rate assessed in

addition to the per bed rate on
hospitals which is per $100 of out-
patient admissions. This additional
surcharge is usually 10 % of the
bed rate. '

Thus, for basic limits of insur-
ance, a 500 bed hospital would pay
$208,500 (bed rate only) premiums.

Indiana has 117 hospitals con-
taining a total of about 23,000 beds.
said Elton TeKolste, president of
the Indiana Hospital Assn.

These ISO-filed rates, he added,
are "not the half of it. We have

found that quotations of premium
rates have been as high as $1,400
per bed for professional and gen-
eral liability coverage for one large
500 bed hospital in Indiana."

Rates in the area of $800 to $900
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Alone he made the decisions that affected his livelihood and his life. His was the spirit to
survive, to succeed, to„excel on his own. His was "The Spirit of Independence."

This spirit is reflected in the independent insurance agents who represent Grain Dealers
Mutual Insurance Company. They also represent a number of other insurance companies. So
to earn the business of the independent agent, Grain,Dealers Mutual must offer him signifi-
cantly better products, service, and assistance. Our success depends on his success, which de-

pends on your receiving the right coverages for 015 GRAIn DEALERS mUTUAL
your dollar and your needs. rn insurance compang

Grain Dealers Mutual believes in "The Spirit of iolis 46202 Omaha 68102 Greensboro, NC 27405
San Francisco 94104 / Member: Improved Risk MutualsIndependence." You should too. Food Industries Federation of Mutual insurance Companies

per bed are becoming common, de-
clared Mr. TeKolste, citing in-
stances of three larger hospitals
having a total of about 700 beds
which received quotes in this range
within the last month. Several of

the quotes, he said, were at the
high end of this range.

The Indiana Hospital Assn.'s re-
action is to investigate the feasi-
bility of setting up its own captive.
"We're leaning in the direction of
a stock company don*ciled in In-
diana," said Mr. TeKolste. Marsh
& MeLennan's Chicago office just
completed the feasibility study,
which was presented to the board
in late June. The board approved
continuation of staff work on the
captive insurer, said the president.

Mr. TeKolste doesn't believe re-
insurance for the insurer, if it is
established, will be any problem.
"We have indications that Lloyd's
is loosening up a bit for reinsur-
ance, and we would also look to the
new state malpractice fund for
excess coverage."

Indiana law prescribes malprac-
tice insurance limits of $100,000
per occurrence, above which the
state patient's fund covers losses
up to $500,000. The aggregate limit
of state fund coverage for hos-
pitals is $2 million a year (for those
with 100 beds or less) and $3 mil-
lion (for hospitals with over 100
beds).

Still quoting on hospital malprae-
tice risks in Indiana are Argonaut
Insurance Co., Hartford Insurance
Co. and St. Paul Fire & Marine
Insurance Co., Mr. TeKolste said.
"Continental is still in this market
because the commissioner said
they had to be. And Aetna Life &
Casualty sounds like it's pulling
out," he noted.

Hospitals in the state don't look
for either Continental or Aetna to
seek new business or be aggresive
on renewals. m

Blues hikes
include cost
control terms

TRENTON, N.J.-A 9.85 % in-
crease in Blue Shield premium
rates for small group subscribers
was approved by New Jersey's In-
surance Commissioner. However,
the settlement included several
cost-containment measures.

Procedures that can be per-
formed in a physician's office ra-
ther than a hospital will be iden-
tified. A study will then deter-
mine if an overhead differential
should be added to the physician's
fee and an adjustment from Blue
Cross because of the savings
through a reduction in hospital
cost.

Laboratory fees will be con-
trolled by identifying the most ef-
ficient laboratories, establishing
criteria for choice of a laboratory
and distributing lists of partici-
pating laboratories to physicians.

Blue Shield will begin a public
relations effort to advise sub-
scribers to select participating
physicians and laboratories.

Insurance Commissi6ner James
J. Sheeran said the increase will

serve the public interest by insur-
ing Blue Shield's financial health
and at the same time the impact
on the Plan's subscribers will be
limited."

8.1. REPRINTS

Readers may obtain reprints
of any stories or articles con-
tained in issues of Business In-

surance by contacting Ms. R.
Drachman, 708 Third Ave.,
New York, N.Y. 10017; (212)
986-5050. The charge is nom-
inal.
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a list of all positive respondents is appended
to my statement.

Despite the fact that most cost contain-
men programs are of an experimental na-
ture and thus less than company-wide in
coverage, our survey identified some l,-
442,000 employes directly involved in the
reported projects A substantial majority of

Major employers plunging into the projects are available to all employes,
some are restricted to salaried and/or man-
agerial levels.

In many cases, especially among the new-

health benefit cost control pool er pro]ects, there are locational restrictions
with the headquarters being the area most
frequently benefiting. However, many prol-
ects are viewed as demonstrations which, lf

Mr. Goldbeck delivered this address as testimony on May 17, 1976 to the Senate Committee on Labor successful, will be expanded to other com-pany locations.

and Public Welfare's Health Subcommittee. The Washington Business Group on Health was formed in Employer interest in the cost issue can

early 1974 and has 123 member companies. The purpose of the group is to foster employer involve- be quite accurately called a phenomenon ofthe 1970s Our survey requested projects
ment in health policy issues and to apply corporate purchasing power, management expertise and ben- from 1965 on, but only 10 of 78 projectspre-date 1970. In fact, 36 are less than two
efits experience to the needs of the health care industry. years old

Regardless of age, none of the projects

By WILLIS B. GOLDBECK more health care value for each dollar m- the health status, as opposed to the medical have been discontinued due to perceived
vested. care, of our people will come not from in- failure

Staff Director The survey findings and the actions on surance, not from hard or soft technology, It is my belief that the medical cost prob-

Washington Business Group on Health employers generally need to be viewed in not from increased or better distributed lem can only be resolved through coopera-
the context of the total health cost issue. 'manpower, but rather from life-style tive programs The projects our survey re-

C LEARLY, THE cost of health care-or It seems to me we will all be better changes And if I were to bet, I'd give good vealed were more than 90% initiated by the
more properly, medical care-has be- served by addressing the questions of how odds that this point will be all but lost on employer But 68% share the prolect scome the focal point of nearly all health de- to curtail waste and duphcation, how to ob- our citizens when they are told the price for sponsorship with one or more of the follow-bates in 1976 We would certainly agree that tam the most medical care per dollar spent, improved health Includes no smoking, alco- ing. other employers ( 16 replies), insur-short-term cost control efforts are necessary how to close the equity, access and quality hol, or drugs; a reduced speed limit that is ance carriers-Blues or commercial-and can have a pomtive impact. Further, we gaps which now plague specific segments of enforced, vehicle-free urban centers and (27), medical societies (5), foundations forwish to share the experiences of a wide the population and, how to advance the higher prices on hundreds of products to medical care (4) ; other provider organiza-range of major employers as they take an process of value determination which is so pay for pollution control Further, it would tions (26) ; unions (4)

increasingly active role in the national ef- intrinsic to the development of a national be fool:ish to think that either the legis- Few of the companies felt their pro]ects

fort to bring medical care costs under some health policy
lative process or the nation's medical needs had a d.rect impact upon quality General-

degree of control.
will wait for such long-term changes. ly, they felt that their efforts were aimed

It is, perhaps, ironic that in the case of A primary task, I would submit, is open During March, working in close cooper- at the elimination of waste from which
medical care, the major employers are also recognition that not all of the medical care ation with the Council on Wage & Price mlght come improved quality but whichtrue consumers. This is not the normal role cost increase is bad. Some of the increase Stability, we conducted a survey of 169 would definitely result in financial savingsfor corporate giants, but then medical care lS due to increased population ( 15 %) major employers, including all of our 123 that could then be reallocated to other,
is not a normal market commodity. Med- Another 37 % lS due to increased utilization members We feel the response was an af- needed, health benefits
ical services are one of the few areas where and new technology The former lS Consls- firmation that employers really are taking On the positive side, three significant im-

the user, the patient, is rarely the consumer tent with public policy and significantly at- an interest in the medical care COStS issue pacts stand-out·
from the standpoint of classic economic in- tributable to government programs while Of the 169 companies, 128 responded for • The cost saving techniques represent

fluences the latter is neither intrinsically good nor a reply rate of 75% (88% of our members; an endorsement for the preventive-care ap-
There can be no denying the experience bad Technology lS method; is bad when 43% of the other). Of the 128 respondents, proach.

that accompanies the billions of dollars em- wasteful and lS considered absolutely mar- 61 (48%) indicated they were either cur- . Health education is increasingly

ployes spend each year on health. Our cur- velous by even its sharpest critic if applied rently conducting some form of cost con- viewed as a critical component of both
rent membership, while small in number, to saving that critnc's life. tainment program, or that such a program quality care and cost savings.
multiplies rapidly when you realize that Still more of the cost escalation is due to was being established • Expanded coverage of home health,

they provide very comprehensive medical the application of minimum wage laws to
ambulatory or outpatient care is viewed as

protection for over 20 million employes, re- the so-called unskilled hospital worker. Our goal was to provide the Council, and cost effective and quality improving
tirees and dependents. in other words, a But this, too, is consistent with public pol- other interested parties such as this Com- One of the clearest survey findings is the

number equivalent to the population of the icy And SO is allowing hospital workers to mittee, with a quick but accurate reflection paucity of good data At first it seems in-entire New York-New Jersey-Connecticut, unionize, and breaking down the barriers of the types of cost containment activities credible that the giants of Amencan busi-31-county region; or nearly one-tenth of the of racial and sex discrimination that so which are being atempted by malor em- ness do not have instant access to all the
nation's population. traditionally plagued hiring practices. ployers today. relevant figures Upon reflection, there are

There are several caveats and assump- All of this lS not offered as an excuse for ' Additionally, we are responding to the three good reasons:
tions which form the basis of our activity inflation. The problem certainly eXIStS, lS demand for guidance frqm those many com- • There was, until the last few years,

and my remarks: the largest element of the cost increase and panies which now wish to begin develop- little or no perceived incentive to make the
Despite our continuing effort to be a must be resolved But it is important to ment of their own program. We will con- investment necessary to control costscatalyst for a unified business posture on balance any planned action against the val- tinue to work with the Council on Wage & good data is dependent upon such incen-health issues, it would be naive to assume ues expressed in the points outlined just Price Stability as they use our survey re- tives. Further, most companies simply re-that a truly cohesive business community above And the more unitary a solution one sults, and other information sources, to de- lied on their insurance carriers for this

exists We are large employers and as such devises, the greater will be the clash of velop case studies of employer cost contain- function.
have different experiences than small busi- competing values ment programs so that others may benefit • Perhaps surprisingly, even the largest

nesses However, we do feel our basic con- That clash will get positively resounding from the early successes-and failures-of companies have very few people responsible
cerns are relevant for all private sector em- when you realize that the keys to improving those who have taken the lead. To this end, for the entire--and rapidly growing-ben-
ployers and employes

efit design, administration and cost control
area.

We understand that, in general, business
has been very slow to recognize the serious-

• Most cost containment efforts are very

Respondent Companies Which Have Cost Containment Programs
ness of the medical cost problem and their

young and have yet to generate the quantity

potential for taking positive action.
or quality of data upon which to make pol-

(The following list was offered as a reference for those who wish more icy decisions.

detailed information.)
The advent of serious employer involve-

ment is viewed by our members as neither
With these points in mind, it is not sur-

more nor less than their responsibihty. They
prising that the survey respondents did not

AMF Equitable Pfizer

are involved; the current task lS to make
have clear cost-benefit results to submit.

Allied Chemical* Firestone Tire & Rubber Procter & Gamble
that involvement beneficial to an improving

Several points, however, did emerge.
Aluminum Co of America Ford Motor Prudential Even the simplest claim review procedure

health care industry.
Employers are not THE answer, they are American Can Co. General Electric Pullman can bring substantial dollar savings

part of the solution, a part which for eco- American T&T General Motors R J Reynolds Not all savings can be measured in dol-

nomic, empirical and historical reasons can- Atlantic Richfield Genesco Republic Steel
lars

The largest result will come from health
not be ignored Separately, each will have Babcock & Wilcox B F Goodrich Co. Reynolds Metals

only a small impact But collectively, they
education, facilities planning and other ad-

Bechtel* Goodyear Tire & Rubber Rockwell International vances which will produce results measur-
can save this country billions of dollars Borden* Greyhound Corp SCM Corp.
without reducing the quallty of or access

able only in the long term.
Budd Co. Heinz, USA Scott Paper

to medical care one lota
Where costs have been measured, nearly

Employers' interventions in medical Burlington Industries C T Hellmuth Shell Oil Co all are identified as .administrative " The

next largest category is "lost time" and this
care are directed at their natural conshtuen- Campbell Soup Honeywell Southern California Edison

cies: employes, retirees and dependents. Carrier Coip.* IBM Standard Oil (California) is especially relevant for health education

However, we strongly beheve that a major Caterpiliar Tractor International Harvester Sun Oil Co. efforts where the employe is given work

employer effort to reduce waste and duph- Chrysler Johnson & Higgins* Sundstrand Chemical time to participate. Further, with the ex-

cation and to foster truly effective health Columbia Gas System Mobil Oil Co TRW ception of pro]ects to establish an HMO or

planmng will redound to the benefit of all Continental Bank* Monsanto Corp TWA*

citizens regardless of whether their med-
to be quite low with only two projects

Crocker National Bank* Northern Natural Gas Textron* identified at above $50,000 per year.
ical care access comes from the private or
public side of the ledger.

Eastman Kodak PPG Untroyal

Eli Lilly J C Penney* Xerox Corp than those for costs. The one clear result is
When we speak of cost "control" or "con- that, with one exception, these projects

tainment we are not talking of a panacea, *denotes a company which is not a member of the
or a rollback to some less expenmve era A Washington Business Group on Health
realistic objective is to slow the rate of es-

while simultaneously increasing employ€

calation and in so doing, hopefully, gain
Continued on following page
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PE SPECTIVE Cost Containment Efforts: Mechanisms Used

Variety No. of Replies

HMO 15

Benefit cost controls... Claims review systems 12

Peer & utilization review 11

Health education 11

Second opinion programs 6Contrnued from preceding page must be raised. Further, certific:tes of need,
access to care at least comparable to pre- while a step forward, will never be suf- Pre-admission testing 6

prOJ ect quality In the exception, Monsanto ficient until accompanied by a process of Altered coverage to encourage preventive and outpatient care 18

did not realize the cost savings its new recertification and the authorit) for decer- Annual physicals and other periodic examination systems 16
HMO plan had anticipated But, employe tificaion. Alcohol abuse program 3
satisfaction with the care provided was so 2 HMOs the amendments need to pass,
good that the company feels the project is and the program needs to demonstrate the
successful true desire of HEW to make it a success

Employers are using a wide vainety of Additional group practice and c ther alter-
mechanisms to affect their cost containment native delivery systems need to be encour- How Employers Measure Cost-Control Project Savings
efforts aged so a modicum of competition can be

Responses No. of RepliesIn addition to those indicated on the injected into the health system We note
chart, two others warrant mention. Special- the 1974 Barton Study which showed those Lower co. contributions to health fund or insurance premiums 25
tv programs like the Blood Donor Program federal employes who entered an HMO ex- Lower employe contributions 6of the Budd Co which guarantees all their perienced 50 % less hospital utilization than

Reduced co. medical staff expenses 0employes free blood in contrast to the local those employes with regular insurance
Reduced out-of-pocket expenses for employes 18prevailing hospital rate of $4000 per pint 3 PSRO · peer and utilization review re-
Reduced lost time for employes 21The second, Emplove cost-shanng, is a vol- quirements should be extended to all ad-
Lower hospital utilization 32atile topic this year There are strong views missions These programs never will be

on both sides of this issue but none can guarantors of either quality care or cost Lower medical fees and hospital rates 17

deny that a sharing system is a control savings, but they are a major step forward Fewer incidences of illness 14
mechanism Eastman Kodak has established and they have at least two quahties espe-
such a program with employe acceptance cially attractive to employers· 1 they are
and no noted nega-results attributable to local programs, and 2) they are predomi- dent and Sickness/Medical Care--Claim efficiency and "overall morale improve-
delayed treatment Induced by fear of high nantly a self-regulatory process rather than Control Program for policy year ending ment" Four key factors
costs. one run by the government The Colorado June 30, 1975: • training of supervisors lS the number one

state-wide utllmatlon review system ts a (a) Cost avoidance resulting from mon- problem
There are a number of employer actions good example In 1973, there was a 38% 1,toring claim trends equalled $4,328,826 • removing the stigma of alcoholism

which, while not reglected in the survey, increase m the ratio of patient days per (b) Cost savings resulting from review . identification and motivation of employes
demonstrate the changing, expanding cor- 1,000 Medicare patients In 1974, with the of claims submitted for payment: (1) Claims • avoiding a 'witch hunt' approach "
porate awareness of health policy issues review system, the program experienced exceeding prevailing fee levels equalled

Hospital and Pianning Agency Boards· a95% decrease for a net avoidar ce of 55,- $412,800, (2) Claims exceeding reasonable General Mills
The days of the corporate executive joining 222 days or $48 million. and customary range of fees equalled $125,- The company has established an .

ln-
the hospital board simply to guarantee the 4 Medicare and Medicaid' In addition to 562; (3) Claims involving cosmetic surgery house" Penodic Exams and Pnmary Care
annual contribution is fast disappearing their proven contribution to cost €scalation, totalled $161,245; (4) Coordinatwn of ben- program at its Minneapolis headquarters
Today, those positions, and their counter- these two programs are the nation s greatest efits with other Insurance carriers, active which currently treats approximately 2,000
parts on the Health System Agencies, are health program experiments As such, they employes were $1,853,830; (5) Coordina- employes They offer the following cost ac-
viewed as critical entry points for gaining are underutilized Most employers, includ- tion of benefits with other insurance car- counting
some measure of control over medical care ing those who favor and those who oppose, riers retirees totalled $516,000 1 ) 800 periodic exams per year
capital investments, operating budgets and any form of national health insurance, feel Total Cost Savings were $7,398,253 2 ) Save 4 hours employe time per examadministrative procedures the administrative process of Medicare and at $8 00 each, equalling $25,000; ($8 x4=Malpractice Insurance. When doctors and Medicaid must be truly reflned before a IBM 32 x 800)
hospitals practice between $6-8 billion in more complex program is enacted "Of 72,821 employes examined from 1968- 3 ) Exams outside General Mills Officedefensive medicine m one year, malpractice 5 Technologlcal Developments· business 1975,4.075 were found to have heart abnor- costing $150, and exams at General Mills
becomes a most legitimate concern for em- would be the last one to suggest an end to malities that they were riot aware of at the office costing $50
ployers. Although the major solutions to growth or technological advancem€nt How- time; hypertension was eliminated in 81% Savings equal $105,000
this complex and very costly problem will ever, most employers can see that the time of the cases four years after identification.
iltimately come from the legislative arena, lS long overdue for a technology e jaluation "The major aims of the Voluntary Health Shell Oil
employers are already demonstrating their system which will assist in resource alloca- Screening program are to give employes Like Uniroyal, Shell has adopted a finan-capacity to bring providers, insurers and tion and value trade-off decisions advance warning of some existing or poten- cial incentive system to aid in reduced hos-lawyers together 6 Reimbursement: the Commission on tial chronic health problems, and to alert pital utilization and lost-time Starting in

Immunization Education Many employ- Productivity and Work Quality recommend- them to conditions which could cause health January of this year all employes are cov-
ers, in the months ahead, will be expanding ed an "expanded role for the business sec- problems in the future Although not a sub- ered for treatment in ambulatory surgical
their health education programs to Include tor m the delivery 6f health care," a recom- stitute for the more thorough examination centers, without the $25 deductible fee
the dissemination of informaion about the mendation, indeed a challenge, which could offered by the employe's own doctor, the which is applied to in-hospital expenses
crtical need for immunization agamst the be apphed to the area of reimbursement program may disclose conditions which need
basic diseases of polio, rubella, measles, Most employers feel the current practice of corrective action under the guidance of a _ Uniroyal
etc And this is one where the cost-effec- retrospective budgets based on ac-ual cost personal physician Results of the Health Started in November 1974, the Eau Clairebveness cannot be questioned are inducements to higher expenditure Screening examination are treated in com- Health Protectzon Plan is available to all

EmpIoVer-Carner Cooperatzon Increas- rates. plete confidence by the IBM Medical De- employes and retirees in the Eau Claire,
ingly, employers are working with their 7 Second Opl*tons our survey showed partment and have no effect on the em- Wisconsin plant area Results to date, in
carriers to remove many of the traditional a slow growth in this concept but it is one ploye's Job The advance warning of exist- addition to a net savings of some $24,000
barriers to adequate insurance protection for which the few measured results are ing or potential health problems can lead to are
Examples include most impressive One case mvolves a group reduced benefit expense to the company • lower company premium costs

• Coverage for PAP tests, regardless of holding John,Hancock insurance which and reduced out-of-pocket expense. How- • less out-of-pocket expenses for employes
diagnosis provided a second opinion for pre-surgery ever, this is a difficult: measure " • lower hospital utilization.

• extended coverage for temporary un- cases. of the 88 patients, 44 had surgery,
employeds

/

The purpose of the plan lS to obtain the
but 30 were deferred for a savings of $41,- Sundstrand Corp. cooperation of the doctors of the commnity

• removal of "prior existing condition" 500 plus work tune not lost. And the pro- Started in 1974, the Health Evaluation in reducing medical costs A charge perexclusion gram was only $2500. Program project involves some 4,000 hour- covered individual is set up monthly in a
• maternity benefits without considera- We thought you would also wans to ex- ly and salaried employes and costs $185,000 physicians fund If there is a surplus at the

tion of marital staus amine the specifics of several employer cost plus employe time-lost The project's ob- end of the year, the physicians and Untroyal
• rapid increases in major medical, or saving projects Those selected are neither Jectives are. each receive 50% If there lS a deficit, we

financial caastrophe the best nor the worst. They are god ex- (a) Establish preventive health care mea- also share in it "
• prevention, insurance amples of the potential and problems which sures. A second Uniroyal projecty is the Mail
• removal of the "uninsurable" designa- face employers active in this area, (b) Effect a decrease m disease through Order Prescription Drug Plan Organized

tim
a program of testing and instruction of for hourly employes and retirees in the Phil-

Beneftt Design Most health benefits have Rockwell International health evaluation and correction. adelphia aea, the employe saves $1 00 co-
evolved They were not designed with cost "The Claims Control Program was insti- (c) Provide a confidential and systematic payment on every prescription and the com-
controls in mind Nor was much cognizance tuted to provide management personnel with means of determining the relative health pany saves the administrative charge which
taken of the interrelationships of health insight into claims experienced and trends and work exposures of certain employes. would otherwise amount to 56 cents per
and other benefits such as disability, pen- within Rockwell International ,s incividual (d) Potential cost savings m the follow- Prescription
sions, death and workers' compensation Fu- operations, A key element in this Trogram ing areas
ture benefit designs will not make the is the effective communication of :he in- • lower key employe physical exam costs, In additton to his duties as staff dzrector
same mistakes fluence that experience and trends have on • lower Group Medical Care Plan costs; of WBGH. Mr Goldbeck is the prestdent

profit centers • lower Group Life Insurance Plan costs, Of Pub hc Policy
It is possible to Identify certain recom- "Building from this concept, we devel- • lower Group Disability Plan costs; Communications Inc,

mendations which are consistent with the oped the quarterly claims trend report, • lower employe absenteeism. a nonprofit research
health policy views of most maJor employ- which is a statistical analysis of claims ex- and consultimg firm
ea I should note that these are my own perience and trends for each operaticn. Bechtel Corp. located in Washing-
views, based on our research, the survey "The Claims Control Program has been Bechtel, in cooperation with their insur- ton, D C Pnor to
responses and frequent contacts with a quite successful in producing mgr ificant ance carrier, has established an Emplove founding this firm, hebroad spectrum of employens cost-avoidance and m deriving mcnetary Assistance Service program for treatment of was executlve vp of

1. Planning while many employers are savings in the forms of premium red mtions alcohol, drug and emotional problems. Since 4 The Center for Re-
naturally wary of any government-stimulat- and returns on previous payments. The pro- ltS March 1974 inception, the program has sponsive Technotogy,ed planning, most' agree that the Healh gram has also allowed us to adminisser the experienced 350 referrals. Program costs of project administrator for Choices for '76,
Resources and Planning Act of 1974 must plans and provide benefits as intended at $150,000 have been more than offset by re- special asststant to the Assistant Secretarv
be given the chance to work And, for it to a mimmum cost." duced lost-time, lower hospital utilization, for Research and Technology of HUD, and
be a success, the per capita funding levels The results, based on one carrier's Acci- fewer mcidences of illness, increased work correspondent for Time magazine.



Hospital loss control is
subject of HEW study

WASHINGTON-The Depart-
ment of Health, Education and
Welfare is funding a study of sue-
cessful injury prevention programs
at four hospitals around the coun-
try.

The results of the four-month

study will be published by HEW
and distributed to hospitals across
the country.

It is the hope of Dr. James
Cooper, director of HEW's division

of health care systems, that the
report will provide "off-the shelf"
programs that can be put into
operation at nearly any hospital.

"This program is not necessarily

for small hospitals only," he said.
"We're hoping it maybe could
spark some action in large hospitals
as well."

The study defines injury pre-

vention programs as techniques to
limit harm to patients through ac-
cidents or negligence. It stops short
at harm caused by a medical deci-
sion, which the department hopes
to handle through its support of
Peer Standard Review Organiza-
tions (PSROs).

"For instance, if you decide to
give penicillin instead of triarnini-
cin, that's a medical decision," Dr.
Cooper said. "But if the patient is
supposed to get triaminicin and he
accidentally gets penicillin instead,
that's something an injury preven-
tion program should prevent."

The contract for the study was
awarded in the last days of the
fiscal year to Applied Management
Sciences Inc., a firm in Silver
Springs, Md., that did the first
phase of HEW's work on injury
prevention programs: a study of
the existing literature on the sub-
ject. "We decided it (the litera-
ture) was sparse, indicating a need
for review," Dr. Cooper said.

About eight firms bid on the
project, which was decided on the
basis of their technical competence
and the size of the bid. Applied
Management won the contract af-
ter negotiating their price, accord-
ing to Dr. Cooper.

He declined to specify the size
of the contract, but a principal of
another firm that put in a bid said
the price was between $50,000 and
$75,000.

One of the firms that bid on the

Port told to

fund benefits
SAN FRANCISCO-The Port of

San Francisco was ordered by the
California Public Employes' Retire-
ment System to pay the state $3.5
million over a 10 year period start-
ing July 1, 1977.

The yearly payments of $325,000
are required to pay future retire-
ment pensions to Port personnel
who started on their jobs prior to
Feb. 7, 1969, when the San Fran-
cisco Port was state-operated.

The additional payments will be
on top of a present $697,000 a year
payment to state retirement funds,
and amounts to a 47 % increase for

which the financially distressed
Port will be required to seek new
revenue sources.

The unexpected requirement im-
posed by the state, according to
Port comptroller James D. Yeo-
mans, will be "softened" by a just-
concluded agreement by Northwest
National Insurance Co. of Wiscon-
sin and Reserve Insurance Co. of

California to share in payments of
a $2.95 million claim for a fire last
year which destroyed the Port-

owned Pier 37. Northwest will pay
$1 million of the claim and Re-
serve the excess of $1.95 million. •

contract was Hartford's Risk Plan-

ning Group, Business Insurance
learned. At presstime the HEW
contract officer in charge of the
project did not release the names
of the other firms involved.

Dr. Cooper said he didn't know

whether there would be a third

phase of the study of injury pre-
vention programs, which would be
a study of potential federal re-
quirements for such programs.

The study will analyze success-
ful programs at four health care
institutions, one of which may be a
large clinic rather than a hospital.
HEW selects two and Applied
Management selects two, Dr. Coo-
per said. Hospitals in Florida and
California have been chosen, he

said, and the other two will be
picked on the basis of geographic
balance.

Basically, the study will "look
at a successful program and break
it apart to see what components
are in it," Dr. Cooper said.

An important part of the survey

will be the "policy aspect," the
doctor said. "We want to see what

can be duplicated elsewhere."
The study will look at four as-

pects of each injury prevention

program: A description of the pro-
gram, an evaluation of its effec-
tiveness, a . cost analysis and the
policy aspect, or, its "general ap-
plication" to other institutions, ac-
cording to Dr. Cooper.

"I'm sure this report will get
wide distribution," he said. "What

we provide will not be as exten-
sive as the work of their own m-an-

agement consultant, but it's some-
thing they can use so they won't

have to go around themselves to
other hospitals to learn about their

programs." I

Four
ofakind-
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James grabs Garden's
2 casualty programs

NEW YORK-Madison Square

Garden Corp. switched brokers on
the workers' compensation and
automobile liability portions of its
casualty insurance coverage at the
end of June.

Alexander & Alexander lost the

business to Fred S. James, Busi-
ness Insurance learned.

Underwriter on the risk is Ideal

Mutual Insurance Co., New York,
which was set up in 1944 as a cap-
tive to underwrite the workers'

compensation and liability risks of
Krafteo Corp.

However, in 1972 Idea Mutual

branched out into insuring large
risks of corporations other than
Kraftco. By 1975, it reduced its
premium volume represented by

Geographically separated but solidly
together, they excel in providing
PROfessional group insurance service.
Consistent success, the kind that

comes only from years of experience
and dedication, places Clarence, John,
Wade and Sam among Provident's top
group PROducers. Small wonder they
are welcomed by brokers, appreciated
by Provident policyholders, and
respected by competitors.

All Provident groupmen are PROS.
Any of them will show you why - in
a hurry- at your convenience.

Got a Group Problem? Call the
Provident PRO near you!

l pi,-
4

t

CIARENCE R. SCOGIN

Senior Account Executive , I

BIRMINGHAM ..

JOHN E AGGEN

District Sales Supervisor   ,- '
CHICAGO . 9.:

Provident

GROUP DEPARTMENT

CHATTANOOGA

Offices in Principal Cities

1.

Kraftco business from. 95.5 % to

60%.

Frank Falzone, risk manager
for Madison Square Garden, con-
firmed that the account had been

switched from A&A to James, but
he declined comment on the limits

of the coverage or the premiums

which will be paid for it because
of "the nature of the rating pro-
gram."

Long time broker for Madison

Square Garden's casualty account,
RBH/Reid & Carr (a subsidiary
of Rollins Burdick Hunter Co.)
continues as broker for a large part
of the overall account, Mr. Fal-

zone said, although A&A is ap-
parently no longer broker for any
portion of the Garden's casualty
coverage. I

e

SAMUEL J. HOLLOWAY

GASTONIA, N. C.

1/ WADE E. WOOD
s ' Senior Account Executiue

mCHMOND
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benefit tax slants

Bill would give employers an added
tax benefit for certain pension plans

By JOSEPH S. ROBINSON
Attorney-at-Law

A BLLL IN THE legislative
hopper would allow an employer
to take a larger tax deduction on
pension pay-ins. Called the "Small
Corporate Employers Retirement

asset control
with

Fast Facs

Fast Facs-the property
data bank. A computer-
ized system for fixed
asset control and

administration. Complete
flexibility to prepare
reports in-line with
inflation for all admini-

strative levels-from

executive to operating
departments. Maximum

computer speed and
accuracy with minimum
computer configuration.
Now even small and

middle corporations can -
have automated property

accounting at modest
costs. With Fast Facs.

 Send for free
Fast Facs" story!

COATS & BURCHARDCOMPANY

4413 Ravenswood Ave. Chicago: 111. 60640

Pension Plans Act of 1976," the
proposal (H.R. 3662) would give
extra tax incentives only to plans
that satisfied participation, vest-
ing, and funding standards, gen-
erally more liberal than those re-
quired of present qualified plans.
The more liberal the provisions of
a plan under the proposed law, the
greater the tax incentives.

The new bill would add a new
Section 416 to the Internal Reven-
ue Code, providing the basic rules
for qualification of such a plan
(as distinguished from a "Sec.
401 (a) plan"). The "Sec. 416
plan" would have to meet or ex-
ceed the current ERISA require-
ments and would have to be a
defined-benefit plan; profit-shar-
ing and other defined-contribu-
tion plans would not qualify. The
incentive deductions would initi-
ally apply to $25,000 of employer
contributions in any one taxable
year, but the dollar limit would
be adjusted each year in the same
way that the ERISA contribution
and benefit limits are adjusted un-
der current pension rules.

The basic deduction for a plan
that satisfies the minimal stan-
dards of the "Sec. 416 plan" would
be 111% of the amount contrib-
uted. A company would be en-
titled to that deduction if its plan
met the following standards:

( 1) Participation: The waiting
period does not exceed three years
of service for an employe who
starts employment before age 22;

one year of service for an employe
whose employment starts after age
24; up to age 25 for an employe
who begins work after age 22 and
before age 24.

(2) Pension Benefit: The retire-
ment benefit payable at normal
retirement age is one-tenth of 1 %
of the employe's career average
pay multiplied by his years of ser-
vice up to normal retirement age.

(3) Vesting: An employe's ac-
crued benefits are 30% vested
after four years of participation,
40 % vested after five years, 50 %
after six years, and so on, to 80 %
vesting after nine years, and then
jump to 100% after 10 years.

The employer's deduction would
be greatly increased by making the
plan's provisions more liberal. For
example: If the retirement ben-
efit is greater than one-tenth of
one percent of average pay per
year of service, the basic deduc-
tion would be increased by one
percent for every tenth of a per-
cent in excess of one-tenth of one
percent. For. example, a 112 % de-
duction would be allowed for a
benefit of two-tenths of one per-
cent; 113% for three-tenths of one
percent, and so on, to a maximum
of 125% for a benefit of 1.5% of
pay per year of service.

Faster vesting would also affect
the allowable deduction.

Employe benefit managers rec-
ommend insuring unexercised
stock options. The reason is when

:

an executive dies, his qualified
stock options do not automatically
die with him. It passes to his es-
tate and the latter can then exer-

cise the option and dispose of the
stock at any time.

Since the value of the options at
death is included in the execu-
tive's estate, there may be need for
additional insurance to pick up the
options and pay extra death taxes.

What kind of life insurance an
executive should get depends upon
his own specific needs. For in-
stance, term insurance would be
adequate to indemnify the family
for the loss of unripened options
or to pay off unpaid loans used
to finance the exercise of options.
Permanent insurance might be the
better choice when the executive
is counting on insurance to pay the
estate tax on the unexercised op-
tions.

The IRS says an employe can't
deduct the cost of an office at

home unless his employer requires
him to maintain that office as a
condition of his employment. But
the tax court in the past took a
more liberal approach. It allowed
the employe to deduct the cost of
an office at home if it was ap-
propriate and helpful to the perfor-
mance of his duties as an employe.

Many employes may, from time
to time, find it convenient to take
work home with them, but such
occasional performance of business
in the home doesn't convert a part
of the home into a place of busi-
ness. The use of a portion of an
apartment or home for business
purposes for reasons of personal
convenience, comfort, or economy
will not support a deduction. So
says the tax court in a switch from
its original position. (Sharon, 66
T.C. No. 52)

The Equal Employment Oppor-

Maybe what hetakes home in his brieicase isit: work.

His employees respect him. His co-
workers consider him conscientious.
He's a good father and a good
husband. He's the average embezzler.

How do you stop him? It isn't easy.
But you can protect your company

from a damaging loss with adequate
Honesty Insurance from F&D.

Ask your agent or broker to get you
all the facts about F&D's Honesty
Insurance. Do it before everyone
goes home tonight.

 7 Fidelity and
rll-4 Deposit Co.

Nation's leading bonding experts
Baltimore, Maryland 21203

\Gr-Y

tunity Coordinating Council
(EEOCC) has made a number of
recommendations to President

Ford on the problem of equalizing
pension benefits for both men and
women. One burning question:
Are employers required to provide
equal benefits? We hear that the
EEOCC's response has been that
plans shouldn't provide benefits
on the basis of sex of the employe.
Rather, there should be equal ben-
efits where there has been equal
income during employment. With
this in mind, the Council has pro-
posed a bill, which, if passed by
Congress, would carry out the
policy of equal benefits for both
men and women. •

Urges cost
controls like
Connecticut's

NEW YORK-As much as $400
million in charges to hospital pa-
tients rnight have been saved in
New York state in the last two
years if there had been a cost-
control commission like the one
in Connecticut, an insurance com-
pany executive believes.

State legislation for institutional
review requires hospitals to budg-
et their costs in advance and sub-
mit charges for review and ap-
proval by a state rate setting com-
mission, explained Morton D. Mil-
ler, vice-chairman of the board,
The Equitable Life Assurance So-
ciety of the U.S.

Mr. Miller said that Connecti-
cut saved about $40 'million in the
two years the cost control com-

mission has been in effect there.
He testified before the meeting
here of the Advisory Council on
Wage and Price Stability.

--n
He went on to recommend the

establishment of these commis-

sions in all states as part of the
program to contain further esca-
lation in health care costs.

Other cost cutting measures he
suggested include the "use of less
costly ambulatory care instead of
expensive in-patient institutional
services" to pay for tests per-
formed prior to admission to the
hospital. He recommended "ex-
perimentation with reimburse-
ment for second and third medical
opinions for elective surgery."

Support of health maintenance
organizations (HMOs) was also
suggested.

Claim review programs should
be developed to enable, companies
"to isolate cases of questionable
treatment or high fees," Mr. Miller
believes.

He advised communities to

"stop building unnecessary hospi-
tal beds and buying duplicative,
expensive and exotic equipment."

Support of community health
planning through "local matching
funds and personnel for local
health plannng agencies" was
pointed out as another idea.

"Correct the maldistribution of
physicians by specialty and geo-
graphic area, particularly with re-
gard to primary physicians," he
suggested.

Experiment more with a variety
of alternatives to the fee-for-serv-

ice method of reimbursing physi-
cians, Mr. Miller said. •

Joins Brazilian group
Prudential Insurance Co. joined

in the purchase of a Brazilian cas-
ualty underwriter through the At-
lantica Boavista Group. Though
Atlantica-Boavista Group has ma-
jority ownership, the new com-
pany, Prudential-Atlantica Cia.

Brasileira de Segueros, will be per-
mitted to participate in govern-
ment controlled insurance and re-
insurance.
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Wyatt seeks carrier for hospital insurance plan
By SUSAN ALT

CHICAGO-Wyatt Co. has de-
veloped a malpractice loss fund-
ing program that Wyatt believes
would make it less attractive for

hospitals to self-insure or to es-
tablish captive insurance compa-
nies. But Wyatt's having trouble
finding a malpractice insurer
willing to commit itself for 10 or
20 years to carry the program.

"One problem might be that
this is too radical a pricing plan,"
according to Warren Brockmeier,
director of risk management ser-
vices for the actuarial consulting
firm.

"We've tried several underwrit-

ers), including one of the major
life insurance companies," he
said, adding "the major problem
we've found is that malpractice
is reflecting back on other lines"
making insurers unwilling to take
on any new business at all.

"We were hoping that one of
the big group insurance compa-
nies would be interested in work-

ing on this with us," Mr. Brock-
meier said. He said he thinks the

plan is potentially lucrative for
an insurer, because there are
some 1,500 to 1,700 hospitals hav-
ing more than 200 beds. "Were
a market to develop, we figure
that at least one-fifth to one-

half of those would participate."

This plan isn't designed for the
very small hospitals, to be sure.
Mr. Brockmeier said it's meant

for larger institutions that can
afford to self-insure $1 million
per occurrence losses and $3 mil-
lion of loss in a year.

Wyatt has sought an insurer
since late 1975, Mr. Brockmeier

said. Called the Wyatt/Martin
chronological stabilization plan,
the prograrn was developed be-
cause William Gill, a Wyatt con-
sultant, and Mr. Brockmeier

agreed with many hospital ad-
ministrators and risk managers
that underwriters are quoting
premium rates too high and with
little relationship to the actual
experience of individual hospitals
seeking coverage.

The plan is named after Wyatt
and Dub Martin Associates, a
Dallas brokerage firm. The fund-
ing plan basically provides for
an insured to pay its own claims
over a number of years, as well
as a loading cost to cover the in-
surer's expenses and profit.

Mr. Brockmeier said his plan
would enable a hospital to avoid
the administrative costs of a self-
insurance reserve fund or of set-

ting up and managing its own
captive insurance company. An
additional advantage to the hos-
pital would be a continuing in-
surance relationship with an
underwriter. Therefore, the hos-
pital would be able to take ad-
vantage of claims administration
and loss prevention services pro-
vided by its insurer.

Also, the hospital would have
better access to excess insurance

markets and would pay premiums
recognized as bona fide expenses
by federal agencies. Self-insur-
ance funds and premiums Raid
to captive insurance companies
have not always been recognized
as reimbursable or deductibleex-

penses.
Hospitals-are finding themselves

in the midst of a real malpractice
insurance crisis, unable to get in-

ONE GUESS:

surance in many cases and unable
to pay the enormous premiums
asked in others. Carol MeRae, vp
with Dub Martin Associates and

a specialist in handling hospital
insurance accounts, predicted that
based on the experience she's had
in the past few months, "if a
hospital hasn't encountered a
problem yet, it will when its in-
surance comes up for renewal."

Any relationship established
with an insurer on this program
has to be long term, Mr. Brock-
meier believes, noting "we want
this to be a relationship of 10 to
20 years." The plan would be
based on a series of computerized
loss simulations which Wyatt has
developed to project a hospital's
losses by simulating 51 situations
in the first through the tenth
years of the program.

A hospital client of Wyatt
would pay about $3,000 to $4,000
to get into the program, which
would include the cost of the com-

plete computer loss projections.
Advantages of the program over

self-insurance, argues Mr. Brock-
meier, include its simplicity and
administrative cost savings. The
Wyatt plan avoids federally-
mandated "red tape" surrounding
management and disposition of
self-insurance funds by continu-
ing to use an insurance company
as a limited risk-taker, he added.

Medicare reimbursement rules,
under revisions being proposed
now, will apparently call for an
annual cost/benefit analysis and
actuarial certification of funding
levels for any hospital malprac-
tice self-insurance or captive pro-
gram.

Wyatt also intends to sell its

medical malpractice loss simula-
tion program services to hospitals
needing the annual actuarial re-
view of self-insurance funding
levels. Wyatt's loss simulation
program can also be used to eval-
uate the various alternatives open
to a hospital for handling its mal-
practice risks by different funding
methods.

Wyatt had four principal ob-
jectives in developing its mal-
practice lass funding program:

• making the insurance car-
rier primarily a service organiza-
tion and an intermediary for loss
funding, reducing absolute risk
on the part of the insurer to the
maximum extent possible and
guaranteeing it a determinable
profit in addition to expenses;

• providing a vehicle for the
insured to spread the cost of sig-
nificant malpractice losses over a
period of years, without paying
the usual risk charges involved
in the insurance mechanism;

• securing a long term rela-
tionship between insurer and in-
sured, to their mutual benefit; and

• permitting the insured to

budget loss costs with reasonable
accuracy in any given fiscal year,
thus allowing it to better price
its health care delivery services
to patients.

Rates would be the sum of a
loss rate and an expense rate,
multiplied by a tax multiplier to
cover an insurer's premium taxes.
Mr. Brockmeier envisions charging
the hospital a front-end loading
cost of about $5 per $1,000 revenue
in the first year, $4 in the second
year, $3 in the third year and $2
in the fourth and following years
to compensate the carrier for the
costs of establishing the program
and to provide a disincentive for
the hospital's pullout from the pro-
gram following a loss or in the
early years in the program.

The loss rate would be based
on the insurer's previous loss ex-
perience, divided by revenues in
the period reviewed, factored for
claim handling costs, expressed as
a rate per $1,000 revenues. The
base experience period could be
as few as five years, Wyatt sug-

Continued on page 28
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It's absurd-anyone can get in at movie proved they knew about

Self-insured Chessie System is hit the crossing gate anyway, even if the problem," Mr Heller said "It
the rest of the line lS fenced," he was their way of trying to edu-
added cate the kids, but lt didn't show at

-ith a $589,000 liability award our school or very many others
The boy's attorney, Mr Heller, "It's a cheap, slow way of trying

said there are several precedents to solve the problem," the attorney
WASHINGTON-A nine-year- leal expenses until he 15 21 years duty of the railroad was to refrain for awards made to people who said

old boy who hopped a freight train old from "wilfully or intentionally in- lost limbs while trying to hop 8&0's claim agent, Mr McEvoy,
going through a vacant lot three Lawyers for the boy argued that Juring the trespasser freights, even though they were said he knew of no -plans by the
blocks from his home here was the vacant lot around the railroad During the trial, Myron Alston trespassing on railroad right-of- company to erect fences while ap-
awarded $589,000 on July 15 for tracks was an "attractive" area testified that he knew it was dan- way property at the time. peal of the ruling is pending •
the loss of his left leg after it was where children had played and gerous to play on the tracks and The award in this case, a total
severed when he fell from the hopped rides on the freights "for to "fool around" with trains of $608,000, is unusual in its size
slow-moving train a decade," according to Milton "A railroad company owes no and compensation for "future in>

Baltimore & Ohio Railroad, af- Heller, attorney for the boy's par- duty to erect fences of barricades pairment of earning capacity, and Big increase
filiated with the Chesme System, ents, who originally sued for $1 along its tracks to prevent children past, present and future pain and
is self-insured for the loss million. from entering the nght-of-way," and compensation for "future inn- for lawyers'Noting that the boy, Myron according to the B&O court brief suffering," Mr Heller said "Usu-
Alston, was trespassing on railroad Mr. Heller said the B&O rail- The case is likely to be ap- ally it's only (for) medical bills-
property when the accident oc- road "should have put up a fence pealed, although company lawyers a sympathetic verdict " The boy E&0 cover
curred in June 1972, a B&0 If there had been a fence, we would not comment B&0's district was 35% disabled by the accident
spokesman said the award "just wouldn't have had a case " He claim agent for the Washington and the need to amputate part of WHITE SULPHUR SPRINGS,
doesn't make sense said he knew of no other acci- area, Charles McEvoy, said he ex- his leg three weeks later. W VA -Lawyers can anticipate

The District Court jury here dents involving the trains going pects the decision will be over- Mr. Heller said the railroad substantial increases in the cost of
also awarded Myron's father, Pres- through the lot turned within six months "There's had made an educational movie professional liability insurance as
ton Alston, $19,000 to pay My- B&0 contended that the boy never been a law requiring rail- about the dangers of train-hopping well as a thin market for the cov-
ron's past, present and future med- was trespassing and that the only roads to fence their rigat of way to show to school children. "The erage, predicted William L. Mar-

tin, vp and general counsel of the
American Insurance Assn

California lawyers, for example,

The most up-to-date "how to do it" working tool for financial are facing an increase of almost
500% in their malpractice insur-

officers, risk and insurance managers of corporations, and ance rates, he pointed out.
"One maJor insurer of lawyers'

others involved in the field of risk and insurance management liability insurance reports its losses
have doubled each year since
1972," Mr Martin said "In 1975
that company's combined loss and

risk mamagement expense ration for lawyers' liabil-
ity insurance exceeded 200%," he
added.

reports The same underwriter had one
from business insurance claim for every 41 lawyers in-

sured five years ago In 1975 that

Risk Management Reports are published bimonthly by Business and their staff-who are risk management consultants-with both rato increased to one claim for

every 29 lawyers, he notedInsurance and cover-in-depth-subjects pertaining to the following large and small companies and institutions In the U S and abroad
four major risk management categories, "During the same year, the

The editor of Risk Management Reports is H Felix Kloman, prest- average value of a claim increased Exposure Identification/Risk Analysis Risk Control cent of his own consulting firm, Risk Planning Group. assisted by from $5,622 to $11,936," he saidRisk Management Administration
.

Risk Finance Myrna S Briskin. assistant editor, and an editorial advisory board in- .

There is evidence that lawyers
Each report Is preceded by a Current Comment section with notes on cluding the following experts Thomas G Briggin, Risk Planning are having to respond more fre-
ideas and subjects of current interest The format is 815'x11", Group. Jean-Paul Decottignies, Risk Factorying.SarL. Peter

quently than in the past to claims
looseleaf, three hole punched, for ease of filing In an attractive loose- Downes, American Trading & Production Corporation. Paul B Ingrey, of malpractice Judgments of up
leaf binder which will be mailed to subscribers with their first report A Prudential Reinsurance Company. Peter Law. U S Industries. Stanley to $26 million in a single claim
cumulative index is prepared annually and the length of each report fs R Tarr, Rutgers Un,versity, Stefan J Valovic. Kaiser Alummum &

have been rendered," Mr. Martin
30 to 40 pages, permitting thorough analysis of each particular sub- Chemical Corporation Other experts from insurance companies said.
ject Emphasis Is placed on developing practical working tools for the brokers and safety consultants will, from time to time, participate in
risk manager, drawn largely from the continuing contacts of the writers the preparation of specific reports

Wyatt plan...Among the many different subjects to be treated individually by
Contznued from page 27forthcoming Risk Management Reports are the following:

 Captive Insurance Companies. An annual review of captive management process? Identification of potential hazards How gests, or as long as 10 years, al-
insurance companies with an up-dated list of captives and their- should they be covered? though the firm is advocating use

parents Review of captive management companies in Bermuda  The Risk Management Function in Management Given the of a six-year period which means
Trends in the captive marketplace evolution of the risk management function-from clerk to buyer to that the insured would be spread-

ing any losses over a six yearmanager-where should today's risk manager belong In the Self-insurance of Workers' Compensation Reasons for this
organization of his company? Who should he report to and who period

growing trend A complete review of the regulations in each of the
should report to him? What administrative scope should his function The plan differs from a retro-50 states Identification of those firms capable of assisting in claims
encompass? spective rating plan because itadministration

Risk Management Cost Allocation An effective risk management develops a prospective rate guar-

 international Risk Management-ex-Europe Survey of risk I program should be understood and implemented at the operating anteed for a given year, while
management developments in Asia, Africa and South America unit level How do you allocate "cost-of-risk" to the responsible retro plans involve adjustments

 Natural Hazards How do you factor natural hazards into the risk operating uniti Cost allocation as a function of risk control of rates and premiums at year-

end In addition, a chronological
stabilization plan spreads lossesSubJects covered by past Reports include the following:

 Corporate Social Responsibility Is it more than a charitable cycles. capacities, cash flow, etc What is the capacity and cost over a number of years while

contributioni Is It compatible with the corporate balance sheet? crisis prediction for 1975-19767 What should the insurance man retro plan adjustments are de-
How can the risk manager help to define iti look for in the insurance companies he uses? signed to reimburse the insurer

 Corporate Risk and Insurance Management Manual· Every  Managing Risks of Data Processing Facilities How to apply risk at yearend for large losses that
company should have a corporate policy on risk management and management techniques to the ever-Important and costly data occur

insurance thmt has the approval of the board of directors What processing facility

should the manual include? How should it be distributed? Examples  Risk Retention Levels How large should your deductible be- All losses coming within the
are included In the Report $100 or $100 million? A discussion of the objective and subjective primary policy limits should be

 An Economic Analysts of the Insurance Industry A study of methods for determining this level subject to this plan, and the pri-
mary policy limits .could be con-

Why you should subscribe to RISKMANAGEMENT REPORTS siderably higher" than they may

We live in an age of information explosion and all In the risk management field (including 0 YES, enroll me as a satisfaction guaranteed sub- have been under previous policies

financial officers risk and insurance managers safety specialists, consultants, agents, brokers scriber to Risk Management Reports at the annual sub- Mr. Brockmeier's plan iS designed
and insurance company representatives) have different specialized inputs many of which are scription rate of $60. which I have enclosed, and start for large hospitals which can ab-

, depended upon to assist in decision making A single in-depth resource is needed, which ts ob- my bimonthly subscription immediately sorb (self-insure) losses of $1
jective and lucid and which has researched all of the pertinent material which applies to a million or more The carrier,
given subject Risk Management Reports is such a tool and is a ready reference for the well- 0 YES, enroll me as a satisfaction guaranteed subscrib- which would be ln the position of
informed risk and insurance manager. with past material being frequently up-dated and new er and bill me/my company $60 vwth the first report advancing money to pay large
subjects of current interest being treated In appropriate depth Each year Risk Management
Reports will publish an 'annual" Report on captive insurance companies, with the most cur- claims, could provide coverage up

rent listing of captives. their parents and their operations Also, periodic surveys are conducted to $3 million or $5 million, said

through Risk Management Reports covering risk management practices and procedures and Wyatt The msurer would then re-
the results are published so as to enable subscribers to measure their responses against those NAME cover those monies in subsequent
of the industry in general years

The Current Comment section is a stimulus for new thinking-with a wide-ranging review
TITLE The Wyatt plan provides for

and discussion of topics that concern the risk manager and the risk management process-and
termination premiums to be paidcan be used as a tool by which the risk manager can anticipate developing exposures and take
by an insured to the carrier in9 corrective action before there is a financial loss COMPANY e

To subscribe to Risk Management Reports fill in the coupon and send it with your each of 10 years following a pull-
remittance to out from the plan.

Risk Management Reports. c/o Business Insurance, STREET

740 Rush Street. Chicago, Illinois 60611
Wyatt proposes that the plan

be written without an expiration
(Make checks payable to Risk Management Reports) CITY. STATE ZIP date but that lt have cancellation

provisions.



dates for buyers
August 9-13: Business Seminars Insti-

tute, Inc.-Pension experts will discuss
pension plan selection and design, sys-
tems and procedures for plan installa-
tion and administration; and legislative
and regulatory developments in the pen-
sion field. The sixth annual Pension and
Profit-Sharing seminar will be held at
Fairleigh Dickinson University. Madison,
N. J. For more information, contact
Business Seminars Institute, Inc., 428
Old Hook Road, Emerson, N. J. 07630.

August 16-18: International Safety

Academy-An environmental health

management seminar for loss control
managers and technical professionals will
be held in Macon, Ga. Highlights in-
clude successful management of environ-
mental health programs, laboratory ser-
vices and monitoring. Tuition is $295; lf
three or more from the same company
attend it is $250. Write the International
Safety Academy, P. O. Box 4365, 1021
Georgia Ave., Macon, Ga., 31201.

Aug. 22-25: International Foundation
of Employee Benefit Plans-Computers
and their relationship to employe bene-
fits, fund administration, and ERISA
will be discussed at an EP institute· held
in St. Charise, Il. Both fund administra-
tors and computer representatives will
be present. The cost is $180 for members
and $240 for non-members; hotel ac-
comodations are · at the Pheasant Run
Lodge. Write the International Founda-
tion of Employee Benefit Plans, P.O. Box
69, Brookfield, Wi. 53005.

Aug. 23-24: U.S. Department of Trans-
portation-the Office of Hazardous Ma-
terials is holding a seminar on problems
of intermodal transportation of hazar-
dous materials for shippers, carriers,
freight forwarders, container manufac-
turers and suppliers. The sminar, held
at the Sheraton Inn-Atlanta Airport in
East Point, Ga., is free and open to the
public. Space is limited; persons plan-
ning to attend may make reservations
with Sandra Cureton, Operations Divi-
sion, MTH-30, Office of Hazardous Ma-
terials Operations, Materials Transporta-
tion Bureau, U.S. Dpartment of Trans-
portation, Washington, D.C. 20590.

Aug. 25: Department of Transportation
-The effects of regulation changes gov-
erning transportation of hazardous ma-
terials will be discussed in an one-day

seminar by the department's Office of
Hazardous Materials. Held at the Shera-
ton Inn-Atlanta Airport, in East Point,
Ga., the seminar is free but space is
limited. For reservations write Sandra
Cureton, Operations Division, MTH-30,
Office of Hazardous Materials Opera-
lions, Materials Transportation Bureau,
U.S Department of Transportation,
Washington, D.C. 20590; phone: 1202)
426-2301.

Aug. 23*27: International Safety Aca-
demy-The principles and practices of
basic safety management will be offered,
including how to comply with OSHA,
loss prevention, environmental health
and program design. Cost is $360 for the
Macon conference. Contact the Interna-
tional Safety Academy, P.O. Box 4365.
1021 Georgia Avenue, Macon,/ Ga. 31208.
It will also be offered Sept. 13-17 and
Oct. 4-8.

Sept. 9-10: Charles D. Spencer & As-
sociates Inc.-Employers with Health
Maintenance Organization experience,

government officials, providers and un-
derwriters will discuss how employers
can best deal with HMOs before activa-
tion. Cost is $175; r6servation deadline
for the Continental Plaza Hotel in Chi-
cago is Aug. 15. Contact Charles D. Spen-
cer & Associates, Inc. 222 W. Adams St.,
Chicago, Il. 60606.

Sept. 9-10: International Safety Aca-
demy-Safety program development and
improvement with consultative help from
ISA officials is offered. Among the work-
shop topics are total job analysis, mea-
surement techniques and instruction pro-
grams. Cost is $225. Write the Interna-
tional Safety Academy, P.O. Box 4365,
1021 Georgia Avenue, Macon, (Ga.,)
31208.

September 20-23: Management Labora-
tories of America Inc.-A "Reinsurance
Reanalysis" at the University of Dallas
will discuss reinsurance decision-mak-
ing, processing guidelines for managers,
captive companies and pooling arrange-
ments. Guest discussion leaders include
excess and reinsurance company execu-
tives. The seminar will cost $325. For
more information write the University
of Dallas, Management Laboratories of
America Inc., Irving, Texas, 75061, At-
tention: Bruce Evans.

people
(Additional people items ap-
pear on page 30)

' San Francisco-based Di Giorgio
Corp. elected Arch T. Sparrowe,
54, assistant treasurer effective
June 1. His previous title was cor-
porate insurance manager. Mr.
Sparrowe reports to the vp-finance
and is responsible for the adminis-
tration and coordination of the
company's and operating divisions'
insurance programs. He does not
replace anyone in the new posi-
tion. Before joining Di Giorgio in
1968, Mr. Sparrowe was insurance
manager at E&J Gallo Winery,
Modesto, Ca. He also has served
as manager of corporate insurance
for Fibreboard Corp., San Francis-
co. Di Giorgo manufactures and
distributes consumer goods and
forest products.

*..

Dale H. Hoyed was appointed di-
rector of corporate insurance for
Coast to Coast Stores, Minneapolis,
on June 16. His responsibilities in-
clude administration of property,
casualty and group insurance, as
well as loss prevention and safety
programs for the company and the
1,100 individual hardware goods
stores. He reports to Adolph W.
Link, senior vp, finance and admin-
istration, who had performed these
functions as part of his other du-
ties. Mr. Noyed previously was as-
sistant property insurance man-
ager at Dayton-Hudson Corp.,
Minneapolis. Three other appoint-
ments were made effective July 1
in Coast to Coast's risk manage-
ment department, headed by Mr.
Noyed: Bernice H. Schrenk was
prornoted to nnanager-stores' in-
surance; Joanna G. Peters was
promoted to assistant manager-

YOU GUESSED m
American Home/
National Union

is one step ahead.

stores' insurance; and Helen M.
Nordling was named stores' insur-
ance consultant. Ms. Nordling, who
managed the stores' insurance for
many years, requested a reduction
in responsibility for health reasons,
according to Mr. Noyed.

***

Des Plaines, Il.-based UOP Inc.
hired Marc W. Bledsoe, 29, assis-
tant insurance manager in May.

business insurance, July 26, 1976/29

He reports to the director of in-
surance and expects to be in train-
ing in property/casualty coverages
for about six months. Mr. Bledsoe
previously was benefits interview-
er at Time Inc., Chicago. In his
new position he replaces William
M. Scott, who jointed Abbott
Laboratories, North Chicago, Il.
(BI, April 5).

(More people on page 30)

Shirt-Sleeve Forum -

Hou) CaTC° Fringe" Costs
Be Kept Under Control ?

- By Dinner Levison
(Asked in the Ananciat district)

Robert Karr, Insurance Broker
220 Bush Street, San Francisco

There is no more "fringe" in
fringe benefits. Employee benefit
costs are now a major employer
expense. Sound planning can reduce
your cost for these programs with-
out reducing quality. This along with
the government impact of ERISA
and Health Maintenance Act now
necessitate the help of a professional
benefit consultant. Call us today.

DINNER
LEVISON

COMPANY

T

insurance Brokers since 1915
220 Bush St., San Francisco, CA. 94104. (415) 391-5422

RISK MANAGEMENT • GENERAL INSURANCE
LIFE INSURANCE • EMPLOYEE BENEFITS

American Ho

Assurance Company
National Union Fire insurance
Company of Pittsburgh, Pa.

130-607-47,102 Maiden Lane. MewYork, NY 10005

Please send me more information about your Combined Fiduciary-
DGO Liability insurance.

Name
( please print)

Title Phnne

Company

Addrprc

City State 7ip
------------------------

Member Companies of
American International Group

r

No other insurer responded faster to ERISA than we
did in developing Fiduciary Liability protection.

And, time after time, no other insurer matches our
responsiveness and flexibility in servicing the changing ,
needs of directors and officers.

So, it's only natural that American Home/National I
Union is first to introduce a single policy offering combined I
coverage in these two important areas. i

Fiduciary Liability. DGO Liability. Pretty soon, every- 1
1

body will be thinking about putting them together. 1

But you can do it right now-by getting together i
with American Home/National Union. Write today for more 1
information. 6

We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place business with AIG Company.

1

1

1

1

1

1

1

1

1

1

1

1

1
-1
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Clayton reports to the director of

people taxes and insurance her appoint-
ment became effective June 14.

*** classified advertising
Carl G. Paulson, manager of

Bokowy of Brunswick employe benefits & services for
RATES AND CLOSING TIME: $3.00 per Ime, minimum charge $15 00. Cash

Litton Industries Inc, Beverly w:th order. Ftgure alt cap hnes (manmum-two) 30 letters and spacesHills, Ca, left his post on July 2
per Zine; upper & lower case 40 per kne Add two lines for box number.goes to IMC's Allovio to enter real estate sales Litton is
Rephes are forwarded da:ty Closing deadhne. Copy in wntten form zncurrently seeking a replacement

for him Chicago omce not later than noon, Monday, 7 days preceding pubhca-
tion date Published even/ other Monday DispZav classified takes cardRon Bokowy, 40, joined Allovio Golden, Co -based Coors Con-

Corp, Mundelein, Il on July 12 as tainer Co hired Larry Glover, 35, Tate Of $28.50 per column inch, and card discounts on size and fre-Reed Shaw Stenhouse Inc of
senior insurance consultant His as manager of personnel adminis- Ilhnols named Matt R. Feldman, quency Mail ads to Busness Insurance, classified advertlstng dept.,

740 N. Rush St., Chicago, Illinozs 60611.primary responsibility will be risk tration on June 14 In this newly- 23, head of its newly created de-
management duties for the Inter- created position, Mr Glover 15 1n partment of employe benefit com-

HELP WANTEDnational Minerals & Chemical charge of compensation, employe munications on May 1 He is re-
Corp account Allovio Corp was benefits and employe relations He sponsible for internal benefit com-
formed as a spin-off company reports to the director of industrial munications for the broker's U S RISK AND INSURANCE

when IMC started up its captive relations at the aluminum can man- employes in some 13 offices In MANAGER CORPORATE
about six years ago and now does ufacturing subsidiary of Coors In- that capacity he reports to the di- Responsible for re,lew, e,aluation and me-

thods of risk identification Uork H 111 in INSURANCE
consulting work for other compa- dustries Previously, Mr Glover rector of employe relations In ad- iolve defining influences that direcu, or in-

directli affect management decisions in losses MANAGERnies as well Mr Bokowy, former- worked in compensation for Boise dition, Mr Feldrnan has benefit associated , *th a total insurance program
ly assistant risk manager in charge Cascade Corp, Portland, Or consulting responsibilities to eli- including baluation of potential risks m

terms of frequenc> and merit> de, elopmentof international operations at *** Springfield, MO based Milkents and in that function reports of methods to Dment or limit risks and ad
Brunswick Corp, Skokie, Il, re- Joe Osborne. CLU, was appoint- to the president of the Illinois of- minMrati,e and supenisor> cipabilities Cooperative with multi mid-

Must be familiar with competitt,e bidding
places Vince Gocke at Allovio ed corporate manager, insured ben- fice of the Toronto-based firm. procedures for insurance Graduation from a west plant locations has open-

four 3 ear college supplemented 1,3 at let.lCorp Mr Gocke, senior vp, said efits for Tosco ( formerly known as The new departrnent offers Con- three (3) Jears e,Derienee in a responsible ing for experienced Risk Man-

he has not ftnalized his career The Oil Shale Corp ), Los Angeles silting services ranging frorn cus- position in field of in,uranee hrokerage or ager repoi ting to Vice Presi-
lion Satan range is $16 740 $20 3-2 annual-plans beyond moving back to his The near-$1 billion corporation tom benefit booklets to audio visu- (latins adju,tment or ans eNt; alent combina- dent Position has excellent

b bubmit resumes b August 1, 1976 to salaly and fringe benefits In-home in St Louis, Mo Mr Bok- recently acquired all the 011 re- al shde presentations with charges Personnel Director Bt btate De,elopment dividual selected must haveowy reports to Joseph M Allovio, fineries of Phillips Petroleum in based on a fee-for-service basis Agency, 3869 Park mentle St Lout, 110

63110 An Equal Opportunit, Emploer V/F minimum of 5-7 years expe-president of the consulting firm the West Mr. Osborne's post is Mr Feldman previously was stu-
*** rience in the Risk Mgmt/ Em-new He reports to the department dent public relations officer for

ployee Benefit field (can in-Skelly 011 Co, Tulsa, Ok, pro- manager of human resources Mr Case Western Reserve University,
moted Anne Jones to insurance ad- Osborne formerly worked for Vor- Cleveland. INSURANCE DIVISION

clude underwriting, claims or
safety) Degree helpful Po-ministrator as part of a restruc- nado Inc, West Coast division, as

turing of the corporate insurance employe insurance benefits man- A division devoted exclusively to careers sit:ion responsible for · 1) Cor-A new claims assistant position m Insurance.

department followmg the death of ager was created at Seattle First Na- porate Ins & Self Ins progi ams
MARINE UNDERWRIER $20,000

insurance manager Joseph 0. Kre- *.* both PC/EB 2) Administra-tional Bank and Janice Binner, 28, LIFE OPERATIONS SYSTEMS $20,000
CASUALTY CLAIMS $15,000 tion of Ti usteed Pension Planmer, 61 Mr Kremer, who had Martin Brown was named to re- was hired to fill it Ms Binner re- OPERATIONS REVIEW $17,600

been with Skelly for 15 years, died place Mr Osborne at Vornado Inc , prts to the risk manager Her & Safety 3) Agent for m-
These are just a few of the many oppor- house Member Ins Programon June 19 Ms Jones was his as- Whittier, Ca, effedive June 21 responsiblhtles indu(ie handling tumties In the insurance field available

sistant No insurance manager has He formerly worked as a plan rep- clairns for self-insured workers' through MDL's For further information, Forward resume to
please contact Sam Shoults, Insurancebeen named Skelly is affiliated resentative for- Pacific Manage- compensation, general and automo- Specialist, at (713) 461-7777 Personnel Department

with Getty 011 Co, which handles ment Group, a division of Pacific bile liability, and property dam- ALL FEES ASSUMED BY CLIENT COMPANIES Mid-America Dairymen, inc.
rnuch of Skelly's insurance Ms Mutual Life Insurance Co, Mr age Ms Binner formerly worked PO Box 1837 SSS

M. David Lowe
Jones reports to the general coun- Brown reports to the insurance in the workers' compensation Springfield, MO 65805
sel and corporate secretary and is manager at Vornado, Inc Personnel Services Inc.

claims department at Hartford In-
*** 420 Houston NaturaIGas Bldg An Equal Opportunity Employer

responsible foi administering the surance Co, Seattle Seattle First Houston, Texas 77002

oil company's property and public The new corporate insurance ad- National Bank is the nation's 20th

liability insurance programs She ministi ator at The Penn Mutual largest bank and has over 5,000
Joined Skelly in 1964 as Mr Kre- Life Insurance Co, Philadelphia, is employes.
mer's assistant after being m vari- Constance A. Clayton, 32 She ***

ous phases of the insurance 1ndus- handles internal property and cas- Hilford D. Blum, 62, manager of CORPORATE INSURANCE MANAGER
try for 15 years ualty risks for the underwriter and corporate insurance for Aerojet

*** replaces Stephen Kirkman, who General Corp, El Monte, Ca, re- Well established diversified corporation located m desir-
Jeffrey E. Ahlstrom, 30, was ap- joined III International Corp, tried effective June 30 Edward B. able West Coast area seeks a qualified insurance prefes-

pointed benefits and services man- Philadelphia Mr Kirkman took Riordan was hired more than a sional to report to our Director, Risk Management Assign-
ager at Michael Reese Hospital, over the position vacated by Eu- year ago to take over the position ment will require familiarity with casualty and property
Chicago, on June 21 He reports to gene Marinelli's promotion at IU when Mr Blum retired. Last year insurance matters, and good working knowledge of loss
the director of employe relations International (BI, June 14). Miss Aerojetliberalizedits penson pro- prevention and safety techniques Candidates should pos-and has responsibilities in three Clayton formerly was assistant in- gram to allow ernployes with 10
functional areas. Development, im. surance manager at I-T-E Imperi- years' service to retire at age 62 sess minimum of 5 years' corporate insurance experience

preferably in manufacturing Industry Degree requiredplementation and upgrading of ex- al Corp., Spring House, Pa. Before with full benefits m

isting or potential employe bene- that, she was insurance manager supplemented by formal insurance education
fits, compliance wth OSHA and for Her.kels & McCoy Inc, Blue (Addlttonal people dems ap-
workers' compensation, and ser- Bell, Pa At Penn Mutual, Miss pear on page 29) We offer attractive starting salary and significant growth
vices such as charitable, cultural potential Please reply in confidence submitting resume
and recreational activities for hos- and salary requirements to
pital employes and potential do-
nors Mr Ahlstrom formerly was classified advertising BOX 754, BUSINESS INSURANCE
benefits administrator at UARCO 740 Rush St., Chicago, 111. 60611
Inc, Barrington, Il, a business

MISCELLANEOUS HELP WANTED Equal Employment Employerform manufacturer. He' replaces
Joseph R. MeLennan, who left PENSION MARKETING CONSULTANT-

LARGE CALIF EMPLOYEE ORGANIZA-

Michael Reese Hospital TION is seeking proposals for the fol needed by large national construction
trade association to 1 ) help select net-

*** lowing plans for members Malpractice
insurance for RNS ETC Dental Insurance work of qualified chapter consultants 2 )

Effective July 19, Howard E. Plan ant prepald dental plan with help manage and oversee network 3) be

dental offices through out California, compensated on time and charge or per-
Tyrrell was named risk manager specificatmns may be obtained from

cent of head fee basis-consul'ant will

for Belcher 011 Co, Mlaml He re- CSEA Attn Member Benefits, 1108 o not Participate in actual establishment RISK INSURANCE
of re-irement olans Write ABC, P O Box

ports to the vp of finance, plan- Street Sacramento, Ca 95814, (916)
444-8134 8733, BWI Aprt. Md 21240 Attn Mr

ning and administration Mr Tyr- Marshall ADMINISTRATOR
rell replaces Peter Langmaid, who HELP WANTED
relocated to South America and

RCA Alaska Communications, inc ts the long lines
works with a government agency RISK MANAGEMENT telecommunications carrier for the state of Alaska We
Previously, Mr Tyrrell was risk currently have a position available for a Risk Insurance
manager at Koch Industries Inc, CONSULTANT Administrator

Wichita, Ks, a large, privately- Position offers excellent opportunities for growth and
held petroleum and manufacturing challenge for the right individual It is ideally suited for a

We are a highly professional, well-established, independ-concern. No one has been designat- number two individual in a risk management function
ed as his replacement yet. ent risk management consulting firm offering expertise Experience m Commercial insurance and Commercial risks is

*** m risk management techniques to a broad range of
-

essential
chents. Our firm would like to add an exceptionally

Crocker National Bank, San
qualified principal consultant to our staff Personal quali Our Company offers an excellent schedule of benefits as well

Francisco, named Richard Joseph fications include superior intelligence, a high degree of as relocation assistance.

Anderson manager of group insur- motivation and an interest in developing effective risk Send resume in confidence to

ance, administration and reports, management techniques for large risks The ideal candi- Frank M Frusciante, Manager of Employmenteffective May 15 He reports to the date will have a minimum of 10 years' experience in the RCA Alaska Communications, Inc
vp and director of employe bene- risk management field and an advanced degree (LLB, 629 E Street
fits and replaces Robert J. Sullivan, MBA, CPCU) We offer exceptional professional growth Anchorage, Alaska 99501
assistant vp, who retired on May and a highly attractive compensation package
1 Mr Anderson formerly worked Please send your mquines (in confidence) to We are an equal opportunity employer F/M

for Johnson & Higgins, San Fran-
cisco, in the brokerage firm's em- D. A BETTERLEY RISK COMSULIAMTS
ploye benefits consulting section Worcester Plaza
Crocker is ranked 28th largest in

Ratl
446 Main St./Worcester, Mass. 01608

Forbes' 1975 list of bank trust de- Phone (617) 754-1704
partments.

*** Attn. Richard S Betteriey
-
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HOW DO YOU KNOW IF
YOU HAVE THE RIGHT

el

THE INSURANCE BUYER'S ERISA QUIZ
Il Does your policy limit coverage to persons defined as fiduciaries?
Il Does your policy limit coverage to wrongful acts of insureds only?
0 Does your policy provide defense costs within the limits of liability?
C Does your policy limit loss to damages by definition, and exclude non-pecuniaryclaims?

E Does your policy by definition exclude employee benefits liability losses?
I] Does your policy include outside persons as insured fiduciaries?
0 Does your policy contain a limited retroactive acts exclusion?
[3 Has your policy been purchased without the advice of competent legal counsel whohas rendered an opinion in writing as to which contract he felt offered the broadestcoverage?

If the answer to any of the above questions is
, "Yes" the chances are you have probably pur-
chased the wrong policy. And the real problem
is that you will probably never know until youhave an uninsured loss.

How do you know you have the right fiduciary
liability policy? There's only one way -tocom-
pare. Remember -aU policies are not created
equaL While all contracts may appear to be
similar, there can be substantial differences in
their terms and conditions -differences which
can be very significant - and costly. And, un-
fortunately, it's impossible to compare policies
without a thorough understanding of the law.(ERISA)

The Professional Indemnity Agency, direct
Lloyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business-our only business. We under-
stand this is a difficult business -and we re-
fuse to take the easy way out. Combining a
Fiduciary Liability and a Directors and Offi-

cers Policy may serve the best interests of the ·
insurance carrier and the broker, but it may
not serve your best interest because it may not
give your people the complete protection as
pr6vided by the RI.A. form. The responsibil-
ities of persons covered under each policy are
quite different; in fact the law (ERISA) man-dates this conflict. RI.A. does not deal directly
with insureds, but we will be happy to make
our facilities available to your agent or broker.
Before the enactment of ERISA, your sole re-
sponsibility was the guarding of corporate as-
sets. But now, because of this law, (ERISA)
you are faced with the tremendous additional.
responsibility of protecting the personal as-
sets of your directors, officers and other em-
ployees. You've got to be sure. Ybu've got to
compare. You've got to talk to the expertsNOW! ...

Professional Indemnity Agency
3901 North Meridian Street
Indianapolis, Indiana 45298
Tel. (317) 924-5311 (212) 421-2033
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It's not uncommon for a court judgment to go against a co,mpany to the tune of
five hundred thousand dollars. Or one million. Or even two.

And it's lawsuits like these that can seriously jeopardize a company's well-being. Often
they're caused by the tiniest manufacturing flaw in a company's product.

Which is why it makes good sense t6 talk to Alexander & Alexander about
Products Liability Insurance. As one of the world's leading insurance brokers, we'll calculatd»
your risks and perhaps suggest ways to improve your quality control. And help lessen
the chance of a Jawsuit ever occurring.

Products Liability Insurance. Ever_ if you have it, we'll evaluate she extent of your
exposure to make sure you have the proper coverage.

If your insurance broker isn't advising you on this important coverage, maybe
you've outgrown him. And maybe you should talk to us.

Alexcmder & Alexander I,le., Informatio* Services, Dept. F, 1185 Aven·ue of the
Americas, New York, N.Y. 10036.Alexander

8Nexander
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