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Asbestos claims deluge

manufacturers and courts

By ELLIS SIMON

NEW YORK-The magnitude of
asbestos litigation-suits claiming
damages from contact with the

white, fibrous mineral now known

to cause lung diseases-is growing
so huge that a special arbitration
program may be needed to resolve
the 3,000-odd claims filed to date.

Defendants, insurers and some
plaintiffs' attorneys agree that ju-

Benefit pros cheer

new 'age 65' rules

By JERRY GEISEL

WASHINGTON-A relieved
benefit community salutes the fi-
nal Labor Department guidelines
on how much companies can re-
duce benefits for workers over age
65 for clarifying and liberalizing
the earlier proposal.

"These guidelines are a distinct
improvement over the initial
guidelines," said Robin Rolloway,
senior actuary at consultants
Towers, Perrin, Forster & Crosby

in Chicago. "Most employers will

find that they can design a reason-
able benefit program.”

"The Labor Department by and
large did take into account the
comments that were submitted
and made changes that give em-
ployers more flexibility to provide
benefits to workers over 65 in a
way that is more meaningful,” ob-
served George Pantos, counsel for
ERIC, a benefits lobbying group
representing major U.S. compa-
nies.

"l compliment the Labor De-

Continued on page 113

The people column
page 114

This is the fi,st of a two-part series
on asbestos litigation. Next, a look
at new proposals to compensate
uictims, asbestos in schools and
how the insurance industry is
Teacting to the massive Litigation.

dicial litigation is not the way to
iesolve the claims, seeking billions
of dollars in damages, but no one
pr@dicts an alternative will be

adopted soon.
On the firing line are Johns-
Continued on page 111
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ignites a blaze

By JOHN MAES

CHICAGO-The crash of an
American Airlines DC 10 here, the
worst disaster in U.S. aviation his-
tory, threatens to embroil the air-
line, the manufacturer of the air-
craft and component suppliers in
an unprecedented maze of litiga-
tion that could claim $200 million
or rnore.

The first liability suit was filed
here on May 29, just three days af-
ter the May 25 crash killed 27,4 per-
sons, all aboard the airplane and.
two' persons on the ground.

A malfunction of the airliner, re-
sulting from its design, manufac-
ture, maintenance or simply wear
and tear, caused the engine to fall
off the left wing during takeoff.'

The plane's hydraulic control
system apparently was cut as the
engine fell o ff, forcing the craft into
a steep left bank from which the
pilot was unable to recover. Thejet
plummeted several hundred feet
into a fiery crash northwest of
O'Hare International Airport.

A string of defendants could be
sued on product liability grounds,
say sources close to the case, in-

isk Manalemcacnt Serviccs

Beginning on page 17, a special sec

tion samples the expanded menu of ser-

vices available to the risk and benefit

manager. Computers revolutionize risk

management (page 18). A researcher

sells insights to workers' values to aid
benefit designers (page 30). Lawyers

teach employes the law to encourage
safe product production (page 56).

Catering to the self-insurer is the

specialty of a host of firms. Adjusters
rush to fill orders (page 70). Hartford

> Steam. Boiler sells its engineering ex-

,"1.1,4//ml161*-

pertise (page 72). Claims administrators

thrive on workers compensation pro-

2T ANALks 2

grams (page 82). A special directory to
claims firms begins on page 85.

cluding: McDonnell Douglas
Corp., manufacturer of the jet;
General Electric Corp., makers of
the jet engine, and Rexnord Corp.,
whose subsidiary, Rockford Aero-
space Products Inc., makes a bolt
that is supposed to help hold the
engine in place.

United States Aircraft Insurance
Group (USAIG) is lead under-
writer for hull and liability insur-
ance for American Airlines. Asso-
ciated Underwriters
(AAU) shares a portion of the ri5k,
but most o fit is in the London mar-
ket, brokered by Alexander &
Alexander in the U.S. and C.E.

Aviation

Health in London. USAIG also in-
sures the airline's workers com-
pensation risk, said USAIG presi-
dent John Brennan.

USAIG paid between $35 million
and $40 million to American Air-
lines shortly after the crash for the
destroyed aircraft.

The tragic crash and the pre-
dicted flood of lawsuits is not ex-
pected to soften the aviation mar-
ket in London, according to indus-
try sources. Much of the risk at
Lloyd's of London is sure to be

Continued on page 116
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15 syndicates, 40 brokers
sign up for N.Y. Exchange

By ELLIS SIMON cates approved by the time under- plications yet

writing on the exchange begins, Syndicates created by existing
NEW YORK-Fifteen under- probably late this year, noted insurance companies are expected

writmg syndicates organized Donald L Kramer, president of to dominate the fledgling New

mostly by insurers and 40 brokers Kramer Capital Consultants and a York Exchange Unanswered

have applied for membership on member of the interim board

the New York Insurance Ex-

questions about such issues as the
tax status of partnership syndi-
change in time to be eligible to vote Most of the first 15 syndicates cates have sidetracked that form o f
for the exchange's first board of were capitalized by insurance capitalization Investors are also
governors companies Among the insurer ap- standing true to their traditional
Syndicate organizers and bro- plicants were American Interna- reluctance to back new ventures,
kers had until June 4 to apply to be tional Group, Allianz, Chubb & with only one syndicate funded by
considered for membership before Son, Crum & Forster, Continental non-msurance mterests
the first meeting of the exchange Insurance Cos and Insurance Co Processing applications from
membership and election of ItS of North America non-insurance company syndi-
board of governors on July 9 Numerous syndicate managers cates is also likely to take longer
If all 15 syndicates are approved, have also applied on behalfo ftheir than apphcations from insurers be-
initial capitalization of the ex- clients Among them are' Johnson cause Information On existing 1n-
change would be at least $52 5 mil- & Higgins Willis Faber (USA) Inc , surance companies is on file with
lion (Each syndicate is required to for foreign and domestic insurers; state Insurance departments, ena-
maintam $3 million of surplus and Burt & Scheld Specialty Under- bling quick investigation
contribute $500,000 to a guaranty writers Inc ofOrmond Beach, Fla,
fund ) The exchange would have for itself and foreign and domestic
capacity of approximately $135 insurers, Continental Insurance the applications for the "onerous”
million, based on a three-to-one Co, for itself and European com- amount of disclosure information
underwriting ratio panies, and KCC Syndicate Man- required and the short period of
Although the deadline for early agers Inc, on behalf of the only time in which to compile it Mr
membership consideration has syndicate capitalized by non- Kramer agreed that the require-
passed, the New York exchange Insurance interests KCC Syndi- ments were stringent, but added
will continue to accept applica- cate is ajoint venture ofAlexander that the number of completed ap-
tions and could process some late & Alexander, Kramer Consultants phcations was a "testament” to the
applications before the July 9 and Shearson Hayden Stone, a concept's success
meeting if time permits, said Wall Street Investment frrm Broker applicants were ham-
Maurice R Greenberg, chairman American Overseas Agencies, a pered by delay m getting a surety
o f the exchange's interim board of subsidiary of Marsh & McLennan bond form from the Surety Assn
governors formed to manage syndicates on of America, reported Joseph Con-
There could be 30 or more syndi- the exchange, has not filed any ap- roy, head of the msurance ex-
change information office Broker
applicants were permitted to post a

Several sources have criticized

Two states imitate N. Y.

New York's efforts to create a Lloyd's of London style
insurance exchange to operate on these shores IS catching
on in two other states Florida and lllinois

In Florida, a bill to create the exchange modelled after
New York's was passed by both houses ofthe state legisla-
ture. A similar bill was also unanimously passed by the

lllinois house of representatives and the senate is expected
to act on it socon

Florida's bill authorizes the insurance commissioner to
organize a committee to draft a constitution for an
there Unlike New York and lllinois, Florida does not have a
free trade zone through which excess and surplus risks
must be filtered prior to eligibility for the exchange

Latin American nations are seen as the prime targets for
the Florida Exchange, which is likely to be based in Miami,
said Bill Sadowski, chairman ofthe House Insurance Com-
mittee.

Initial reactions to lllinois's exchange bill were somewhat
subdued (BI, Apri119) However, the bill's sponsor, Bernard
E Epton, expects the momentum to build after the Senate
acts upon the legislation and doesn't foresee any problems
in gaining the support of the state's insurance industry to

$40,000 surety bond in lieu of a fi-
nancial statement to meet stability
requirements About one-third of
the broker applicants chose to do
so, Mr Carey said

errors &

omissions

exchange eccccccccccccccccccccccce

« The telephone numberto call for
information about the Safety Pro-
fessional of the Year of the Ameri-
can Society o f Safety Engineers is
312-692-4121, Dwight Esau It was
incorrectly stated in the April 16

issue

- Figures from the U S Cham-
ber ofCommerce on the cost ofem-
ploye benefit plans as a percent of
payroll were incorrectly indenti-

fied in a May 14 article as the cost o f
employe benefits to Squibb Corp

operate the exchange

Robert E Humes, vp and execu-
tive assistant to the chairman at
Squibb, said that worldwide bene-
fit costs to the company amounted
in 1973 to about 54 cents per share
on an after tax basis, but by 1978
these costs had risen to 96 cents per

share, an merease of 42 cents per
share or 75%

- Mattel Inc pays for first visits to
a doctor for workers injured in lit-
dustrial accidents, if treatment can
be handled by a smgle trip to a phy-
sician, thereby holding down the
company's ultimate workers com-
pensation loss ratios, said assistant
treasurer John Pinner at the RIMS
conference His comments were
confused with product liability is-
sues and were incorrectly reported
in the May 14 issue

In the same story, Mr Pinner
was incorrectly quoted on his re-
marks about Mattel's relationship
with its principal broker, Johnson
& Higgins In answer to a query
about brokerage fees and commis-
sions, Mr Pinner had responded
that although J&H openly dis-

R isk It can be a lot more dange-ous than it looks Insurance pro-
vides some protection, but how do you know when you've got
enough'? « Wecanhelp youfindout We're risk management con-
sultants Wedon'twork for insurancecompanies Wework foryou
Giving you facts, not opinions And easons, not sales pitches « So

giveusacall We'll belp yousee nsk for whatitreally is

r-for your information--

Kansas City's arena insured
for $3 million roof collapse

KANSAS CITY-Damages of up to $3 million at The Kemper
Arena here from a roof cave-in are fully insured undera $23 million
policy with Great American Insurance Co , according to city offi-
cials

High winds and heavy rains that pelted the area last Monday
night caused the roof collapse over the mam floor of the arena
There were guards and maintenance workers inside the facility at
the time, but no Injuries were reported, said Glen Hopkins, deputy
city manager Only 24 hours before the cave-in, there were 16,000
persons inside the arena for a concert, he said

The city is Investigating and will employ a structural specialist to
determine which part ofthe roof failed and why, said Mr Hopkins

The arena is the home of the Kansas City Kings professional

basketball team and was the site ofthe 1976 Republican National
Convention

First state heeds Commerce plan

HARTFORD-Connecticut has become the first state to enact
the madJor provisions of the Commerce Department model product
liability bill

The measure limits the liability of manufacturers to only the
"useful safe life" of their products and reduces awards by the
amount of workers compensation benefits paid Gov Ella Grasso,
who last year vetoed a product liability bill, has not decided yet if
she will sign or veto the bill

Further south, North Carolina's new product liability law, which
was enacted last month, bars products suits 10 years after a product
was first sold It also gives manufacturers a defense if their prod-
ucts were altered or modified without their consent

Elsewhere, theTexas and Washmgton legislatures failed to act on
comprehensive tort reform bills, killing the measures

1st quarter underwriting sees red

NEW YORK-The nation's property and casualty insurers regis-
tered a net loss on underwriting of about $747 million in the first
quarter of 1979, but Investment income shored-up results for the
quarter to nearly the first quarter combined results of 1978

Although insurers registered a gain of $210 million on underwrit-
ing in the first quarter of 1978 compared with a $747 million loss m
this year's first quarter, as estimated by the Insurance Information
Service, investment income m the first quarter of 1979 was estima-
ted at $2 12 billion, up 27% from the $1 66 billion in investment
income in the corresponding period last year

Combined results for the first quarter from all sources, after
taxes, was estimated at $1 29 billion for the first quarter this year,
down 1 5% from the $1 31 billion earned in the firstthree months of
1978

The $747 million loss on underwriting operations in the first three
months o f 1979 reflects a statutory underwriting loss of about $360
million and payments of about $387 million in policyholder divi-
dends, the institute reported

Museum reca ptures Cezannes

CHICAGO-The three Paul Cezzane pamtings valued at $3 mil-
lion discovered missing from the Art Institute ofChicago last Dec
27 (Bl, Jan 22) have been recovered and a 28-year-old former em-
ploye of the institute has been arrested in the case

FBI agents and Chicago pollce recovered the paintings May 23 at
the Drake Hotel here Two nights earlier, a man saying he repre-
sented a third party contacted institute president E Laurence
Chalmers demanding $250,000 forthe paintings Mr Chalmers noti-
fied authorities who accompanied him to the hotel where he had
agreed to meet the caller to transact the exchange

Arrested waslLaud Spencer PaceofChicago, a formeremploye of
the institute Pace was charged withtheft by deceptive practice and
unlawful possession of a weapon (a 9-mm pistol) He IS free on
bond pending a court appearance

One less pension report to file

WASHINGTON-Pension plan sponsors will now ftnd paper-
work burdens a little lighter

The Labor Department no longer requires plan sponsors to file
plan description forms (Form EBS-1) with the department as had
been required under ERISA Instead, plan sponsors only will have
to file a summary plan description Just as they always have done

Insurer declared insolvent

CHICAGO-Reserve Insurance Co, the principal subsidiary of
American Corp, has been declared insolvent by a circuit court
Judge here

All pohcies written by Reserve Insurance are effectively can-
celled, but policyholders will be covered for claims arising until
June 29 by the lllinois Guaranty Fund
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Inflation ieopardizes wage/benefit restraint

By STUART EMMRICH from companies that violate the This year's settlement with the lines are being ignored Wage insurance would have al-
voluntary wage and price guide- Teamsters has been criticized for lowed employes held to the gov-
ATLANTA-EmMploye benefit lines. The ruling, which is being exceeding the 7% limit set by the One method proposed by the ernment standards to get a tax re-

managers will probably have more appealed by the government, said govei nment The recent pact with government as a way to protect bate for each percentage pomt of
freedom to recommend benefit President Carter was acting out- employes of United Airlines also workers agamst mflation-wage Inflation above 7% But the mea-
plan increases because the govern- side his constitutional powers by has provoked objections fromm msurance-seems dead for this sure never got out of a Congres-
ment isready toconcedethatwage threatening to impose sanctions some employers that the guide- year, Mr Talbot conceded sional subcommittee this year -
and price guidelines are not hold- against employers who don't fol-
ing down inflation low the standards -
Faced with union settlements Besides a long-iange effect on G Ove rn m e n t b e n efl t m a n d ate S
that have strained ifnot broken the the entire wage and price program,
official wage increase limit of 7% the court ruling should also propel
set by the President and an infla- negotiations between the striking
tion rate accelerating faster than United Rubber Workers and Un- - - -
last year, the government is iroyal Inc That month-long strike I ntru d e O n I a bo r n eg Otl atl O n S
weighing a move to loosen some over a new contract had been at-
restrictions on employe wage and tributed to the problems with the
benefit hikes government's guidelines ATLANTA-Union wage and dents has been the single most im- to cause problems" for employers
"If we don't bring the inflation benefit settlements in future years portant factor in the restriction of who haven't taken steps to change
rate down by an appreciable Even Mr. Talbot acknowledged might be in fluenced more by gov- free collective bargaining,” Mr the way those pensions are funded,
amountby October, we will have to to critics of the program that with ernment laws and policies than by Brooks added warned Donald Stacy, an Atlanta
look at making some changes m out the standards "you wouldn't negotiations between manage- Company spokesmen particu- lawyer
the guidelines that will allow equi- see a strike today by the rubber ment and labor, some critics pre- larly criticized recent court actions Because companies can't charge
table increases in salaries," said workers " diet that forced them to bargain over women more to participate in a
Joe Talbot of the U S Council of Critics of the guidelines who Pointing to an increasing num- issues that they contend have little pension plan or give them smaller
Wage and Price Stability at a con- showed up at the two-day Atlanta ber ofgovernment regulations and or no relation to wages and work- monthly checks-based on actuar-
ference on collective bargainmg conference charged that the gov- court rulings concerning wages ing conditions ial findings that women live
here recently ernment has been more zealous in and benefits, company representa- Among the most prickly 1SSUeS longer-companies may *nstead
"To be perfectly candid, (the keeping controls on wage in- tives and union officials both com- cited was a recent Supreme Court decide to give both men and
wage-price guidelines) are not creases than in clamping down on plained about government "Inter- decision forcing Ford Motor Co to women equallump sum payments

working all that well," Mr Talbot prices ference"” during a two-day confer- bargain with its employes over at retirement age, rather than pay

admitted "These standards are causing a ence on collective bargaining held prices in the plant's cafeteria monthly benefits until death Oth-

real inequity The working people at Georgia State University re- erwise, Mr Stacy said, a company

Only about 50% of Consumer are being asked to bear an unfair cently But while that was seen by some may end up severely straining the
Price Index items are covered by burden," argued Ray West, direc- "Collective bargaining is here to speakers as Just an imlating exam- finances of its pension plan

the guidehnes, Mr Talbot said, and tor of the 011, Chemical & Atomic stay, we haven't found anything ple of how far the government can Pregnancy benefits, which now

only those portions of the CPI are Workers Union "It is really impos- better But it will be severely tested go in forcing employers to change must be provided the same as any
being held to 7% increases this sible for the government to keep in the 19805 Hard times are the way they bargain, other other temporary disability bene-
year The other half-housing, tabs onall priceincreases, buttheir ahead," said Reid Atkins, labor re- changes in the laws were recog- fits, will also strain company bud-
food, health care and other costs- Job in keeping down wages is lations manager for Lockheed- nized as having greater conse- gets not changed to reflect the new

ts drlving inflation to an annual helped by employers, who are an Georgia Co quences for the future of employe laws
rate of about 13% ally in this area " "We are no longer enjoying free benefits Employers are being forced to
While government officials con- Mr West complained that the collective bargaining,” echoed Rulings designed to protect the change their benefit plans so that

sider changing the program to re- government is now "an empty Georgia labor lawyer Lovie rights of women are especially pregnancy or maternity provisions
fleet the shrinking buying power chair at the bargaining table." with Brooks "The courts and the gov- growing m importance, particu- don't require eligibility pe-
of salaries, a recent court ruling employers using the guidelines to ernment are constantly expanding larly relating to pension plans and riods or pay out lower benefits
might hasten a complete overhaul hold back on wage increases, while what is considered related to pregnancy benefits than for other disabilities The
o f the guidelines still being allowed to increase wages and work contracts, two A 1978 Supreme Court ruling pregnancy benefits also cannot be

A federal court judge has ruled profits areas they are havmg increasmg that women cannot receive lesser restricted to family plans, but must
that the President cannot legally Employers, too, see flaws m the control over " monthly pension payments than be made available to smgle women
withhold government contracts program "A constant change in prece- their male counterparts "is going as well, Mr Stacy said

the benefit beat

Big nine steel firms forge study of health care costs

The nation’s nine biggest steel companies have hired the Second opin ions St @ auestion _
Washington accountin m of Peat, Ma ick, Mitchell to At an annual meeting recently, board chairman Edward
determine how the health care dollars the companies spend Almost half the participants in Connecticut General's sec- Telling said a pension study is being conducted by the com-
are being used ond surgical opinion program elected to avoid undergoing pany Mr Telling made the disclosure in response to a ques-
A spokesman for U S Steel, one of the nme companies, surgery during 1978, the first full yearofthe program's opera- tion raised by a retiree who asked what Sears planned to do
declined to describe the study, calling it a "private matter " tion As a result, the company saved more than $110,000 and about depreciation in retirement benefits, which the ques-
The study may be completed by the end oftheyear, hesald eliminated approximately 117 weeks of potential disability tioner said have depreciated 120% the last seven years
Peat, Marwick hired Zachary Dyckman, a former official time

with the Council on Wage and Price Stability, the executive Connecticut General offers the second opinion program at GM pension payments
agency that monitors the Admmistration's wage and price no cost to insureds in Connecticut, Western Massachusetts
guidelines, to help on the steel health study and Greater Denver Pension benefits totaling $492 9 miillion were paid in 1978

Of the 79 persons who sought second opinions last year, to 144,642 retired General Motors Corp retirees or their sur-
48% chose to avoid surgery or seek an alternative treatment viving spouses, according to figures released by the United
Most ofthese were Connecticut General employes who were Auto Workers

New legal plan

The 54-member Excavating Tractors Owners Assn in Sa- involved in a pilot program begun m June 1977 O f that amount, $388 6 million was paid as regular pension
cramento, Calif, began June 1 offering its members a prepaid Use of the second surgical opinion program has increased benefits to retirees and spouses and $104 3 million in supple-
legal insurance program dramatically in recent months, with approximately 35 insur- mental allowances to those who retired early due to perma-

Designed by the Los Angeles law firm o fMelvin & Baron, eds usmg the feature during the first quarter of 1979 At that nent disability The supplemental allowance is paid to bring
specialists m mass marketed legal programs, the plan pro. rate, the company expects utilization during 1979 to double the current pension benefits up to $700 a month before age 62

vides legal counsel over the telephone on a wide variety of 1978 and $430 a month between ages 62 and 65 when reduced
issues, from breach of contract to divorce However, the Insurer has no plans to expand the second Social Security benefits are available, the union said

The program will cost association members $60 a year and surgical opinion program at this time The pension plan has provided a total of $39 billion in
will be paid out of membership dues, according to an attor- benefits to General Motors employes since 1950

ney representing the group
The legal program is only the second insurance program
that the group offers its members, disability insurance is the Members of the Retail Bakers of America can buy a group

New pension option
HMO rates up

othei pension program from Modern America, a subsidiary of A 15 5% rate increase on group contracts with Westchester

CNA Community Health Plan, a federally qualified health mainte-

County self-insures About 13,500 bakeries, which employ an average of nine nance organization in White Plains, NY, has been approved
workers, are eligible for the pension benefit fund, said Wil- by the New York Department of Insurance

Santa BarbaraCounty, Calif, is self-insuring medical plans ham Roche & Associates of Park Ridge, lll, brokers for the On two-tier group contracts, monthly rates will increase to

for its 2,900 employes and 400 retirees, using U S Adminis- Retail Bakers $31 99 from $27 68 for singles and to $8824 from $7650 for

trators in Los Angeles on a one-year contract to administer The program will use a flexible premium annuity with a families Monthly rates for three-tier contracts will increase

hospital, medical and dental claims pre-retirement death benefit as an option Employes who to $31 83 from $27 68 for singles, to $70 62 from $61 41 fortwo

Santa Barbaia had insured its employe benefits with CNA chose to use the fund will have the option of Joining a profit persons and to $96 05 from $83 53 for families
Insuiance, said Jeff Samsom, assistant administrative offi- sharing, pension or IRA account
cer The county went self-insured in February because It CNA, through its Modern America subsidiary, currently
wanted to put a lid on the $17 million it spent in 1978 for provides group life and medical benefits for the Retail

employe benefits for workers and retirees, he said Bakers Ben€At Beat keeps nskmanagersandenplove benefltman-
Santa Barbara hasn't proJected the savings to expect under agers abreast Of changes in plans around the country as well
self-insurance But it expects to save money because U S.  Segrs studies pensions as other important developments. We'd like to know ifyou've

Administrator's administration charge IS lower than CNA's made anv changes or know ofanv signahcant developments.

and because it anticipates the claims procedure used by the There may be Increased pension benefits in the offing for Wrzte Kathryn J. Mcintyre, Busmess Insurance, 740 N Rush
firm will reduce claims costs retired employes of Sears, Roebuck & Co, but how much is St., Chicago, lll., or call (312) 649-5286.
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Minn. plants seeds of wor

By MARY ELLEN McKEE

ST. PAUL-A bill recent-

ly passed by the legislature here
and signed by the governor that
totally revamps the administration
of the Minnesota workers com-
pensation system isn't expected to
lower costs for at least two
yvears.

The bill, which leaves benefit
levels unchanged, incorporates 49
of the 57 recommendations sub-
mitted by a Minnesota legislative
study commission in March (Bl,
March 19), including mandating re-
habilitation benefits. The reforms
are to provide the state's employ-
ers with at least a 10% savings in a
few years, says the bill's author,
Sen. Steve Keefe (D-St. Paul).

"The system is not set up to bring
automatic results,” he admits. It is

a system whose value and impor-
tance can only be seen after atleast
two years in effect,"” Sen. Keefe
emphasized.

The promises of a 10% savings
down the road bring a little comfort
to Minnesota employers, however,
since the insurance industry filed
for a 38% rate increase a few days
before the bill was passed.

Minnesota Governor Al Quie
signed the bill last week and con-
gratulated the state's legislators for
acting so promptly on an issue
causing extreme financial strain

on Minnesota business.

Minnesota is the second state to
enact a mjor workers compensa-
tion reform bill in the past month,
following on the heels of Florida

where a bill overhauling the ad-
ministration and benefit structure

of the entire workers compensa-
tion system was recently signed by
the governor (Bl, May 281

Unlike the unusual coalition of
top management and labor groups
which hammered out the details o f
the Florida bill and then pushed it
through the legislature, the Minne-
sota reform effort was carried out
by legislators. Most o f Minnesota's
employers and msurers aren't sure
what the bill mandates and if the
mandates will slice costs and pro-
vide adequate benefits to the
state's injured and disabled em-
ployes.

Howard Weber, risk manager of
3M Co., who struggled through 11
pages of the 74-page bill in three
days, called the bill a "mishmash"
of everything and very confusing.
But the state's industry should
"give the bill a chance,” he said.

"Improvements in the system
seem to be long range in nature so
it is very difficult to say whether
the bill will bring relief to the
state's employers and insurers,”
Mr. Weber noted.

Ontheotherhand, William Cain,
risk manager for Dayton-Hudson
Corp., finds that the bill puts in too
much reform with too little study.
"Most of the changes look cos-
metic, but then it really is too early

to make any definitive comments,”
Mr. Cain said. He admitted that he

needed more time to review the bill
more carefully to sort out its con-
voluted language.

Two other major employers con-
tacted by Business Inst:ranee had
not seen a copy of the bill but said
the legislative study commission's

recommendations had rnissed

TOREACHMOST
SURPLUS LINES
BROKERS,
YOU HAVE TO CAU
LONG BISTANCE

Most excess and surplus lines

brokers are located in only one

place. In some cases, 3,000 miles

away Which means that when you

need help with an unusual or

difficult-to-place risk, the only way

to discuss it is over the phone.

. about any kind of risk can be placed

quickly and responsibly, regardless

of market cycle.

Wohireich & Anderson has pro-

vided continuity of coverage in all

areas of risk-taking for the last 20

years Like Errors & Omissions, DIC,

Financial Institution Coverages,

At Wohlreich & Anderson, we kKknow - j

that the best way to do business

with you is face-to-face. That's why

=22E-

we have branch offices all over the K FT

country. Each is staffed with profes- ; ',

sionals who have the unique capa-T J ..

bility of servicing and underwriting :.,0 -

your business through our affiliation

with the Alexander Howden Group. And, with our direct

access to both domestic and foreign markets, just

Group Programs, All Risk and Third

Party Liability. Whatever your prob-

lem, we can find some way to

handle it.
/ /=

For more information on W&A and

cif-t /1. 4
A <,

how we do business, contact your

nearest branch office listed below.

The very least we can promise you is that you won't

have to call long cistance.

VWohlreich & Anderson

We' re the market others have to beat.

Boston, Mass. (617) 426-9556
Chicago, 111. (312) 454-0696
Cleveland, Ohio (216) 241-2917
Columbia, Md. (301) 997-1272
Garden City, N.Y. (516) 222-0801

Hartford, Conn. (203) 561-3600
Indianapolis, Ind. (317) 846-7023
King of Prussia, Pa. (215) 688-3532
Livingston, N.J. (201) 994-0896
Los Angeles, Calif. (213) 383-0436
New York, N.Y. (212) 349-3020

Pittsburgh, Pa. (412) 232-3235
Portland, Or. (503) 226-6525

San Francisco, Calif. (415) 981-7190
Seattle, Wash. (206) 624-6080
Southfield, Mich. (313) 569-3188

Home Office: 6 Commerce Drive, Cranford, N.J. 07016-(201) 272-2500

K comp savings

what they consider the real prob-
lem with worker's compensation
in the state: excessive benefit
levels.

Employers of Wausau, Liberty
Mutual Insurance Co. and the
Travelers Insurance Co., the three
major workers compensation un-
derwriters in the state, have not
had an opportunity to review the
bill in detail. At this point they
don't intend to increase under-
writing in Minnesota, where the

workers compensation market is
restricted.

One of the major provisions of
the bill, and the one firing the most
opposition from both insurers and
employers, is the formation of a
state workers compensation rein-
surance association. The associa-
tion is designed to deal with the
long tail on compensation claims
and remove the uncertainty ofthe
long tails that affects reserves and
premium levels. The association is
considered a private rather than a
state organization and will.be run
by four insurers, three employers
and two employes.

Funding the association is still
an unresolved matter, but the bill
places the responsibility for the
funding decision with the insur-
ance commissioner. The commis-
sioner has a choice between fund-
ing the association by assessing in-
surers and self-insurers who are
members of the association or
merely by charging them a pre-
m ium every year.

Expanded responsibility for the
commissioner of insurance is
granted by the bill. The commis-
sioner must create a detailed and
formal procedure for rate-making
and plotting the mechanics of the
judicial reviews.

The court ofappeals is expanded
in the bill from three to five repre-
sentatives, three o f which must be
attorneys. The new law also man-
dates second surgical opinions,
and medical fee reviews, and speci-
fiestheinternalorganscoveredun-
der the permanent partial disabil-
ity schedule.

The provision sparking the most
support from employers and insur-
ers is the comprehensive rehabili-
tation program created by the bill.
In essence, the bill creates a new
subdivision ofthe government, ex-
plained Sen. Keefe. Any employe
must be placed into rehabilitation
counseling if he has a permanent
partial disability preventing him
from performing the job he held
before the injury.

All the vocational rehabilitation

services should return the individ-

ual to a job related to his former
employment or at least in a nonre-
lated job which produces an eco-
nomic status close to that enjoyed
before the injury, Sen. Keefe
noted.

The director of labor and indus-
try will supervise the delivery ofall
mandated rehabilitation services.
He can approve, modify or disap-
prove a rehabilitation program
submitted to a review panel on
which he and his designated em-
ploye sit with representatives of
labor, employers, insurers, voca-
tional rehabilitation professionals,
physicians and medical special-
ists.

"Tough problems are never
solved overnight," said Sen. Keefe,
"and if the employers and insurers
will be patient they will see Min-
nesota's wbrkers compensation
system working for the employer,
insurer and the employe.” -

Group life purchases

March purchases of group life in-
surance set up under new or re-

vised group contracts totaled $10.9
billion.



«WE EXPECT
OURINSURANCE CARRIER
TO BE ABLE TO
COPE WITH CHANGE.

CONS'IANTLY."

o4

ken Chicoine, Risk Manager ¥ 40<

WAUSAU STORY

7d enasha Corporation has had
1V1 a long relationship with
Employers Insurance of Wausau,
going back to the days when this
policyholder was called the
Menasha Wooden Ware Company
andproduced wooden tubs and
buckets.

As times changed, the
company was quick to react to
the needs of its customers.
Today, Menasha Corporation is a
multi-million dollar company in
land and timber, paperboard,
containers and plastics.

Menasha Corporation is a leading produce; of
distinctively-styled packaging for a wide variety
of products.

NMenasha's Risk * 4
Manager says,

O ssoin

Menas/la Corporation

7/) khard Johnson, President of
IL the policyholder company,
says, "The reason Menasha

Corporation is in business
Wy teaeofor

with Employers being able to adapt to

of Wausau has

Foreground, Ken Chicoine. At desk, Employers Insurance
sales representative, Lorin Heimerl

been steady and constant. While
we've 'gone to the market' many
times to test the value of our
Insurance carrier, we've always
stayed with Employers. We've

assigned four lines of business
insurance to them and their work

in loss control stands out like a

big beacon. In the past five years
our mutual efforts have been

especially productive.”

" he_Menasha Goerporation

compensation coverage with us in
January, 1977 and went on a
retrospective rating plan. With
both partners bearing down hard
on loss avoidance, the -

policyholder was able to cut this
insurance cost in hglft

Left to right: Don Ryder, Safety Consultant,

Employers Insurance and Allen Stinchfield, Vice
President, Land and Timber, Menasha Corporation, on
policyholders land near North Bend, Oregon.

changing conditions. We

appreciate that same

quality in our business
: insurance carrier.”

*

Menasha Corporation President,
Richard L. Johnson.

Qolving
U problems of
loss control

in a changing
world is a big part

of our job at Employers
Insurance. And when we find an

energetic and conscientious
partner like Menasha
Corporation, we feel very

condent about being effective.
We want to make business

insurance work for a living.
That's the Wausau Story.

Come to the source

®

Employers Insurance of Wausau

Wausau Insurance Companies
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Buyers reserve iudgment on risk pool plan

By JERRY GEISEL

WASHINGTON-Insurance
buyers won't commit themselves
to a Commerce Department pro-
posal to create a new risk funding
alternative until they see it, but in-
surers continue to fight the con-
cept.

The proposal to permit federal
chartering of business-sponsored
insurance cooperatives organized
to cover product liability risks is
stuck in the Office of Management
and Budget (OMB). Insurers,
meanwhile, are continuingtheirat-
tack on the proposal.

The National Assn. of Manufac-
turers, the U.S. Chamber of Com-
merce and the Risk & Insurance
Management Society all say they
are now evaluating the proposal,
but they won't make a commit-

ft

ment one way or another until the
plan is officially unveiled.

At the same time, five other
business groups-the Machinery
& Allied Products Institute, the
National Machine Tool Builders
Assn., the Rubber Manufacturers
ofAmerica, the Materials Handling
Institute and the National Assn. of
Wholesaler-Distributors (NAWV)-
say that the concept of federal
chartering of insurance captives
may have merit, but they are hold-
ing off full endorsement until full
details of the plan are known.

"We are looking at it very se-
riously," said Lee Gosnell, director
of government relations at the
NAW. "As far as | can tell, the small
business community is looking at
the proposal quite favorably."

In addition, Consumers Union, a

consumer group that has lobbied
against tort reform, endorses the
plan contending that it "should
force insurers to be more respon-
sive in setting premiums."”

Victor Schwartz, chairman ofthe
interagency task force on product
liability and accident compensa-
tion, said there will be "over-
whelming" business support once
the plan is released.

The Commerce Depattment,
however, refuses to release the
complete proposal. Mr. Schwartz
says the Commerce Department
can't publish the proposal until the
Administration endorses the plan.
And the Administration won't act
until the Office of Management
and Budget gives the proposal its
blessings, which the agency isn't
prepared to do yet.

OMB policymakers have not

completed their analy.sis of the
plan. Questions that OMB staffers
are mulling over include: Is the
proposal really necessary? Is it
really compelling for us to act in
this area? What does this proposal

say about the proper federal role in
insurance?

While OMB continues to ponder,
The Hartford Insurance Co. has
lashed out against the plan, calling
it, in the words of its government
affairs consultant Melvin Stark, "a
monstrous proposal. . . that is an
attempt to circumvent state regu-
lation. . .and will be fought hard by
the insurance industry-"

The two major insurance indus-
try trade associations, the Ameri-
can Insurance Assn. and the Alli-
ance ofAmerican Insurers, already
have blasted the plan (Bl, May, 14).

A steady hand and a
flawless gem.

This jeweler has
theright

/ combination.

... AND ONIY ASSUREX

has the right combinati9n to meet your most rigid standards.
Standards you set for yourself. . .like professionalism,

integrity and a responsive attitude.

What is this unique combination? Assurex International.
Sixty-nine independently-owned Assurex partner firms. Each
one recognized as a leading regional agency and backed by
four thousand Assurex insurance specialists worldwide.

So with Assurex, impersonal communications with a broker
located many miles away are eliminated. Instead, critical
insurance decisions affecting your business are made with
your personal involvement... right in your own city.

That's the Assurex combination... blending close attention to
your needs with proven skills and experience. The most
valuable protection for you. For the name of the Assurex
partner in your area, write:

ASSUREX INTERNATIONAL CORPORATION
6600 BUSCH BOULEVARD

COLUMBUS, OHIO 43229
6148884869

Diamond furnished by Diamont Cellar, Columbus, OH

Kemper and Crum & Forster won't
take a position until the proposalis
released.

The National Assn. o f Insurance
Brokers remains non-commital,
but speaking for Marsh & McLen-
nan, the nation's largest insurance
broker, outgoing NAIB president
David Holbrooktook a swipe at the
Commerce plan. "We are not in fa-
vor of a layer o f federal regulation
of the industry and this is a kind of
backdoor way of getting in," said
Mr. Holbrook, M&M senior vp and
director. "The manpower and
mechanisms necessary to set up
the regulatory system would be
horrendous.”

Drafted by the Commerce De-
partment, which has been study-
ing the nation's product liability
problems since January 1976, the
proposal would allow firms to
band together to form insurance
cooperatives or "risk retention
groups," pooling all or a portion of
the participants' product liability
exposures.

These risk retention groups
would be exempt from state insur-
ance 'regulations and instead
would be regulated by the Com-
merce Department.

Before deciding whether to al-
low a risk retention group to oper-
ate, the federal government would
review the group's assets, reserves,
loss prevention efforts and man-
agement expertise.

Premiums paid into the risk re-
tention groups generally would be
tax deductible so long as there was
sufficient spreading and sharing o f
risk to satisfy Internal Revenue
Service requirements.

The Commerce Department be
lieves state regulation, with its
high capitalization requirements,
has blocked businesses from unit-
ing to cover their product liability
exposures through pooling ar-
rangements.

By tailor-making insurance reg-
ulations to meet the needs of busi-
nesses forming their own insur-
ance cooperatives and allowing the
same deductions companies now
are given for purchasing insurance
from commercial insurers, the
Commerce Department believes
more competition would be in-
jected into the insurance market.
The department also believes that
instead of setting up captives off-
shore, companies would form risk
retention groups here.

But others doubt if federal cha-
tering of insurance cooperatives
would significantly effect the off-
shore captive movement, "l don't
see this as an attractive alternative
to an offshore captive,” said
M&M's Mr. Holbrook. "The risk
act would give certain tax advan-
tages, but it imposes a layer ofreg-
ulation and ignores all the other ad-
vantages of an offshore captive,”
he said.

Charles Derr, senior vp at the
Machinery & Allied Products In-
stitute, counters that the proposal
offers an alternative that could be
o f great use, particularly to smaller
firms with high deductibles.

One government official ob-
served that even if the Commerce
Department proposal fails, the
threat of new federal regulation
might encourage states to liberal-
ize insurance regulations to make
it easier for businesses to set up

insurance companies in theirjuris-
P Il I ——O 8 B — i —_

Agency merges

The Coccia Insurance Agency of
Kearny, N.J., has merged with the
insurance division of Sintro Asso-
ciates Inc. of Bloomington, N.J.
Coccia Insurance Agency special-
izes in commercial and industrial
insurance and handles the Arthur

Treacher's Fish & Chips franchise

account.



Meeting OSHAand NIOSHrequirements
for medical surveillance of workers exposed to
potentially hazardous situations is an expensive
undertaking. Even in modest size plants, down-
time, direct medical fees, and administrative costs
represent a major periodic expense.

But now there's a way to satisfy government stan-
dards while eliminating the burdensome and costly
aspects of medical surveillance. Through a subsidiary of
one of the finest and technically proficient insurance com-
panies in the world, Steve Kumin can now coordinate and

monitor a comprehensive program of on-site testing for you.

A Mobile Laboratory Comes To You.

It's difficult for companies to justify the enormous equipment
costs for on-site testing. So they rely on outside services offered through
local hospitals. Unfortunately, this can easily cost half a day in worker
downtime. Not to mention added paperwork and medical costs.

Relying on a fleet of fully equipped mobile vans, however, you can enjoy all
the benefits of comprehensive in-plant testing without any capital investment.
And without excessive downtime. The mobile laboratories also give you one cen-
tralized program that can be sent to various locations throughout the country,
if necessary.

Fully Qualified Technicians Perform All Needed Tests.
All of the mobile laboratories are staffed by certified or licensed technicians. They're

Steve, I'm interested in the cost efficient medical surveillance program. Send me the information
on the following:

| Audiometric Testing O Pulmonary Function O Vision
Complete physical examination for the following:

- Acrylonitrite - Ammonia - Asbestos - Benzene - Beryllium Cadmium « Carbon Monoxide =
Carbon Tetrachloride - Carcinogens - Chloroform -
Chromic Acid - Chromium (V1) -« Coal Tar Volatiles -
Coke Oven Emissions - Compressed Air Atmosphere
- Cotton Dust - Crane Operator - Crystalline Silica -
Dibromochloropropane - Ethylene Dichloride = Fibrous
Glass - Heat Stress - Hydrogen Fluoride - Inorganic

STEVEN J.

fully covered by malpractice and profes-
sional liability insurance too. Which elimi-
nates risk to you while assuring that all tests

comply with established guidelines.
The program includes test requirements in any

of the following areas:
* personal health history - vision tests - work expo-
sure history - blood chemistry - EKG - hematology -
specialized questionnaire - urinalysis - lung function

skin examination - x-ray * physical examination « respiratory

questionnaire - thyroid profile - audiogram - nasal examina-
tion - CBC

We Take Care OfThe Paperwork Too.
Record keeping is one of the most troublesome aspects of any
medical surveillance program. We make it easy. All test results are
compiled and sent to you in computer form for quick, easy evaluation.
To ensure you always have access to the records, no matter what, we
microfilm all results and keep them stored in a fireproof, underground vault.
That gives you absolute security against loss.

Can We Tailor A Plan For You?
Whether you have one or many plant sites, require a few tests or a multitude,
Kumin will custom design a medical surveillance package that meets your needs. And

the government's. At a substantial savings in time and money. Now isn't that worth
finding out about? Sure. So just return the coupon below or call for complete details.

NAMFE POSITION

TOTAL NO. OF EMPLOYFFR FIRMNAME

PHONF

AnNnNRRKR CITY STATE

NO. OF PLANTS

Type of operation plant performs and final product

Arsenic - Inorganic Fluoride - Inorganic Lead -« In-
organic Mercury - Isopropyl Alcohol - Ketones (6 Spe-
cial) - Lift-Truck Operator - Methylene Chloride -
Miners-Open Pit & Deep Shaft - Nitric Acid - Nitric

Oxide - Noise - Nuisance Dust - Ozone - Parathion -

Phosgene - Radiation « Respiratory User » Sodium
Hydroxide - Sulfur Dioxide - Sulfuric Acid - Tetra-

chloroethylene Toluene Diisocyanate - Toluene = 1,1,1-
Trichloroethane -« Trichloroethylene = Truck Driver =
Ultraviolet Radiation - Vinyl Chloride - Xylene - Zinc , [ ]

Chloride - Zinc Oxide

Worcester Plaza, 446 Main St., Worcester, Massachusetts 01608 - 617-755-6168
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SHOWING

B .

STRICT

SHO

There's nothing wrong with this
picture.

And there's nothing wrong with this
building.

In fact, it's a perfectly good building,
in a good neighborhood. Which makes
ita very good-risk.

Whatwill surprise a lot of people,
:and shock a lot of other people, is.that
we insure it.

Because AIG companies:have never
been known for offering traditional
kinds of. insurance.

High risk coverages, of course.
Unusual. Specialized. Even far out.

But not the standard, everyday
kinds of coverages.

Well Commerce & Industry, an
important member of AIG, is anything
but far out.

C&l writes nothing but standard
kinds of coverages Mainly for preferred
risks like manufacturers, department
stores, shopping centers, motels, bowl-

ing centers, country clubs and
condominiums.

We call it our"Not-So-Standard
Standard" Policy, and our coverages
include All Risk package programs,
straight fire and allied perils, and highly
protected risk business.

We'11 insure better than average
risks in any class of business, and we
canwrite your policy just about any way
you want it written.

We'.re theorily major commercial
insurer with anindependent rate
filing for all classes of property
insurance. So we can evaluate
every risk on its own merits (not
by the category it's in). And, we'll
price it accordingly

We'11 give you a "yes" (or Name

a "no") to a risk within 48
hours. And in many cases, our
"yes" will cost you less than

avoR8 Bfifember of AlG, Cé&l

also has the ability to offer the
capacity and full service facilities 1

Firm

Address

FOR 1

Our "Not-So-Standard Standard”

Policy is just one of more than 300 policies
AlGoffers, throughour more than 160mem-
ber companies, in more than 130 different

countries.

For more information, send in the
coupon below.

Now that you'vegotten over your initial

shock, let us know when you want to do
business.

8165"NOFSO-STANDARD STANDARD" POLICY
Please send more information on Commerce and Industry 7

American International Group
Dept: A, 70 Pine Street, New York, N.Y 10005

TA

"lin

WE OFFER MORE KINDS OF INSURANCE
THAN ANYONE IN THE-BUSINESS.

that are essential.in today's

market.

f.ivans=>»t

*64.-fli..%.

We welcome inquiries from any licensed agent or brdker You don't
have to be a regular producer to place business-with an A{G company E
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editorial opinions

Customers deserve accounting

issions ar-

e Insurance

HE OLD fees- Sversus-com

gument haun
brokerage industry but legal eagles as

well. At stake is not so much fees or com-

missions but the unbundling of services
and disclosure of exactly what charges are
being levied for specific services per-
formed.

Steven Brill, legal columnist for Esquire
magazine, wrote in the May 22 issue that
many law firms traditionally have charged
fpr services in lump sums, periodically
billing such handsome sums as $60,000 or
more for "services rendered.”

Legal clients are becoming more de-
manding, however, just as they are in the
insurance and risk management field.
Twentieth Century Fox Corp., for exam-
ple, recently responded angrily to just
such a bill, asking for a detailed account-
ing from the law firm handling an antitrust
case. The firm has always been unwilling
to provide the necessary details, prompt-
ing the client to retort that "other than
your firm, no other firm has suggested that
itemization was beyond the comprehen-
sion o f our in-house counsel," according to
columnist Brrill.

The upshot has been a new Fox policy
that it will not retain any law firm in the
future not willing to comply with Fox's
billing procedures. Fox wants to know
basically how many lawyers worked- on
each aspect of a case and how many hours
each one worked.

Not an unfair request, certainly. It's the
client's money and who's to know whether
the supplier is providing your money's
worth without such a breakdown?

Most law firms o f any size, like accoun-
tants and cansultants and any number of
service professionals, keep detailed rec-
ords of:time spent on accounts for inter-
nal purposes. And many service profes-
sionals bill on a time and expense basis,
itemizing work done, people involved and
hours spent on individual accounts. But
brokers, like many lawyers: have been a
privileged class, resisting such break-
downs and bullying clients into feeling

business iInsurance

sheepish or guilty for having asked about
the details of work done for the client.

Conversations with numerous execu-
tives of brokerage firms have convinced us
that for some firms, no. detailed internal
records are kept as working papers for bill-
ing breakdowns. But most of the larger
commercial brokers keep pretty good rec-
ords of who's doing what, when and how.
Some of the largest firms have computer-
ized internal records, in fact, of time ex-
pended on accounts to be able to measure
productivity. Despite this, recordkeeping
in most agencies and brokerage firms isn't
as good as it could be.

This may have to change, to meet risk
managers' demands for an accounting of
the performance of account executives.
Brokers don't have to switch to fee-based
billing; they simply have to be willing to
account for the work they do for a client.

As Mr. Brill said oflegal firms' practices,
"such (lump sum) billing practices do en-
courage abuses.” No one is questioning
the integrity of brokers any more than cor-
porate clients question the honesty of law-
yvers. Such breakdowns are necessary
merely to enable a client to properly su-
pervise the management ofan account, be
it legal advice and research that's needed
to handle litigation, or insurance broker-
agework needed to place risks and handle

claims administration.

Responsive

T NSURERS ARE fortunate to have such

i articulate and knowledgeable pundits..

as John J. Maes, whose perceptions about
the boiler and machinery insurance busi-
ness appear in our Perspective section. He
praises and defends the business while ac-
knowledging that it's far from perfect,
shedding a good deal oflight on the critical
issues raised in this publication April 16.

We applaud not only his response and
rebuttal of some critical views espoused,
but his suggestions for better practices by
both buyers and insurers.

the nationat newsmagazine of
loss prevention, risk financing and
employe bene.fir management
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Lawyers on the wing...

letters

Business Insurance welcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor. Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

Low clearance

To the editor: In the April 30 is-
sue of Business Insurance, you
published an article aboutthe ABC
insurance department's experi-
ence in picking a route to truck a
giraffe.

Several years ago we purchased
mortality insurance on a giraffe be-
ing trucked which carried a condi-
tion that the route used to trans-
port the giraffe across approxi-
mately 600 miles would have no
low lying bridges or underpasses.
We chuckled at first, only to learn
that a claim had been paid because
someone had not been astute
enough to check such a route.

Phillip H. Babcock
Director, Office of Grants and Risk
Management, Smithsonian Insti-
tution, Washington, D.C.

Life insurance values

To the editor: | read the analysis
which appeared on page 93 of your
April 30 issue of Business Insur-
ance showing a comparison of in-
dividual life insurance with group
term insurance. Although some of
the subjective comments were rea-
sonable, | am surprised that a mag-
azine of your quality would print
the methods of financial compari-
sons between these two products
which were used in the article.

Certainly, any illustration o f the
cost of these two products which
ignores the value of money (i.e., in-
terest earnings) would be laughed
at by any competent financial offi-
cer today. Even several state insur-
ance departments have realized
that this elementary type of com-
parison is very misleading and re-
quire that interest-adjusted figures
be used in policy comparisons.

Charles G. Thacher
Principal, C.G. Thacher & Associ-
ates Inc., New York, N.Y.

A most useful issue

To the editor: Re: Issue of May
14.

I'd like to extend my congratula-
tions on an excellent issue. It's usu-
ally my duty to read Business In-
surance and point out to the mem-

bers of our staffthose items which

absolutely must be read by every-
one. | think | hit a new record in
this issue with seven. This is abso-
lutely the best issue yet.
Is Peter Downes saying that |
ain't got no sophistication?
Charles A. McAlear, CPCU
President, McAlear Associates

Inc., Grand Rapids, Mich.

State monopolies

To the editor: Re: "Ohio Agents
Oppose Work Comp Restraints”
April 30. | read this article with
great interest. Minnesota.ij strug-
gling with the issue of a state fund
at this - moment. It seems very
strange that there are people such
as the OMA (Ohio Manufacturers
Assn.) who can defend any monop-
oly and still claim to be free enter-
prise under a competitive system
for its own members.

It seems rather obvious that a
competitive situation would tend
to lower premium costs (excluding
the legislated increased benefit
costs and normal inflation!). There
is virtually no incentive to lower
losses in a state fund state. There is
no responsibility to hold benefits
when there is no maximum limit
the fund has to spend.

In order for the private insurers
to make a profit they will have to
insure risks with low loss ratios
and in orderto do this over a period
of years the insured risks must
maintain excellent safety and
health programs. The cooperation
between the insured and the agent
can and often does result in a mu-
tual benefit-lower cost to the in-
sured and a profit to the agent due
to a low loss ratio. Commissions
really are.not a question-ifloss ra-
tiosarebadtheriskisgone-ifthey
are good everyone wins.

| suggest that the private indus-
try do a better job ofeducating the
public about cost and service.
There is simply no way that the
government can do a better job
than the private sector and this is
proven time after time. Yet, we
have government correctly stating
that it can re-shuffle costs to the
public-who pays the price any-

Continued on page 114



VWhat every self-insured
risk manager should know.

As more and more risk managerschoose to self-
insure their companies’ primary liability exposures,
the question of what type of coverage in excess of
SIR best serves their corporate interests becomes
a key one.

And-once the facts are known, more and more
of these companies are choosing a claims-made
policy for this purpose, rather than an occurrence-
type. The reason is that with a claims-made liability
cover over primary self insurance, a risk manager
can better estimate the amount of dollars needed for
his own liability loss fund. Large reserves need not
be tied up for years for this purpose. (An important
tax consideration since these funds are not currently
considered deductible.)

Losses Incurred But Not Reported (IBNR) are
not a major problem with a claims-made policy, as
they are with occurrence policies. Thus a claims-
made excess cover lets a self-insured transfer un-
needed reserve dollars from one year's loss fund to
the next's with greater confidence. And possibly
reallocate surplus dollars to more profitableuses.

This is because with a claims-made Excess of
SIR program, a self-insured has no need to "hedge"
dollars against claims not yet known or reported
each year he knows where he stands and can allo-
cate his reserve funds accordingly

As a result, the risk manager's report to man-
agement is more certain and the performance of his
self-insurance program more reliable.

Shand, Morahan & Company is a leading expo-
nent and underwriting manager for liability insurance
products, general and professional-written on a

claims-made basis.

Your agent or broker knows about us. Ask him
for more information about our claims-made type SIR
coverage. He'll be glad you did. And so will you.

AnNnd howyou

can find out.

423

HOLD 4422

Shand, Morahan & Company, Inc.

One American Plaza Evanston IL 60201 312/866-2800 Cable Shanmor Telex 72-4328

'1-2"*43: 4 KCLE



12 / business insurance, June 11, 1979

C EN D

61:.:]> PACIFIC COAST

Some different approaches to surplus lines.
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AVRECO announces an exclusive new

insurance program specially designed

for the cosmetic industry, both
manufacturers and distributors.

Limits are available to $5,000,000 on

a broad form comprehensive basis at

competitive terms. Coverage is written
on an occurrence form with a claims

made "buy-back" option. Various
deductible or self-insured retention

programs are available.
For application and information contact
George Tanty...

Awe co. INnc

PROFESSIONALS IN SPECIAL RISK MARKETING

200 West Monroe Street - Chicago, lllinois 60606
312/663-1500> Telex 02-53553 ' Cable: AVRECO

Frank B. Hall audit

finds reven ue mess

INn Texas subsidiary

By SUSAN ALT

BRIARCLIFF MANOR, N.Y .-
A long, internal investigation by
auditors at Frank B. Hall& Co. dis-
closed that $3.8 million recorded as
revenues by the broker should
have been paid. to insurers or not
billed to clients -at all, said John
McCaffrey, executive vp and head
of Hall's domestic operations.

Frank B. Hall admitted in its re-
cent 10-KreporttotheSecurities&
Exchange Commission that possi-
bly illegal- business practices had

inflated the company's revenues
over a three-year period (Bl, May
281

About haliofthe $3.8million will
be returned to insurance compa-
nies, primarily Empire Insurance
Co., which underwrote specialty
coverages placed by Hall's San An-

tonio office, acquired in 1975 from
Mendel S. Kaliff.

The internal audit of improper
collections and remittals to insur-
ers by that o ffice uncovered discre-
pancies for the years 1976 through
1979. Premiums and inspection -
service fees not remitted to insur-
ers comprised these improperly re-
tained funds.

The other half of the funds con-
sists of fees.collected from Hall's
clients to cover things like bad
debt expenses, built into the ac-
count billings. These amounts will
be returned to clients, said Mr. Mc-
Caffrey.

"In some states it is perfectly all
right to collect fees like this, and to
build in charges for overhead that
are in addition to the pure insur-
ance, but in Texas you can't collect
commissions and fees simultane-
ously,"” Mr. McCaffrey said. "Our
office in San Antonio overlooked
this- rule and the clients weren't
properly notified of the charges,
and the breakdowns,” he ex-
plained.

Underwriters didn't experience
any bad loss ratios-from the busi-
nessHall produced throughits San
Antonio office, he explained. The
San Antonio operation, which em-
ploys about 60 people, specializes
in handlingover 1,000 clients in the
carnival and entertainment busi-
ness, the majority of whom are in-
sured with Empire.

No one working for Frank B.
Hall achieved any sort of improper
personal gain from.the question-
able bookkeeping or billing prac-
tices. Mr. McCaffrey said.

A $2 million letter of credit
posted by Mr. Kaliff to repay the
bulk o f the money consists of his
own personal funds, Mr. McCaf-
frey- noted.

When Hall discovered that bill-
ings hadn't been handled properly,
it notified the Texas insurance de-
partment of the problem. The com-
pany is now waiting for the depart-
ment to approve Hall's plan for re-
turning the funds to clients and to
the insurers involved. Mr. McCaf-
frey expects this approval process
and the subsequent repayments to
take about two months to com-
plete.

Although some fees were impro-
perly built into clients' insurance
charges for specialty placements,
the prices they were charged for
placements overall were "highly
competitive," maintained Mr. Mc-
Caffrey. The specialized San Anto-
nio operation employs people with
"superior abilities" in handling
specialty risk, he said.

Hall hasn't'lost any accounts yet
because ofthese improprieties, Mr. .
McCaffrey added. "Not all the cli-
ents involved have been notified
yet. Only those firms have been
told whose renewals have come up
since we discovered this. several
months-ago,” he said,

Mr. MeCaffrey attributed the fi-
nancial problems to some "unwise
moves" on the part of administra-
tors in the San Antonio office. "It
was amateur hour. It wasjust plain
unsophisticated” administration
and billing, Mr. McCaffrey ob-

— e T~ e <1 _ —



Retreat?
Never.

Kemper still rides
forthe corporate
risk manager.

Some outfits are pulling out of insurance
for the larger corporation. Not the Cavalry

Kemper is large enough to provide what
the corporate insurance buyer wants But,

we're still small enough to be fast and
flexible.

Our experience spans the whole territory
from high-valued property, to special multi
peril policies, to worker's comp, right down
to boilers and machinery And there's no
corporate i nsurance program too tough, or
too complicated, for our outfit.

Kemper is a leader in insurance programs
for business. Because we don't just write

you up, then write you off. If this kind of
leadership is what you've been searching

for, contact your nearby Kemper agent or
broker.

Jah

mimance

We're riding hard to serve you better.
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GM to appeal $6.5 million iudgment

By JERRY GEISEL

WASHINGTON-General Mo-
tors Corp. will appeala $6.5 million
judgment rendered against jt by a
federal court jury in connection
with a product liability suit.

A Washington couple claimed
damages in connection with a 1975
car accident that left the woman
permanently paralyzed from the
neck down.

Thejuryfoundthata rear univer-
sal joint failed on the 1975 Buick
Electra the woman was driving,
sending the car off the road and
into a field where it smashed into a
tree. GM had argued that the driver
was at fault in the smash-up in
which the woman's neck was bro-

ken.

The huge award, one of the
largest personal injuries awards
ever handed down in the Washing-
ton area, is the latest in a series of
major jury verdicts involving the
nation's automakers.

In February 1978, a California
jury found Ford Motor Co. liable
for a record $128 million award to
an 18-year-old youth who was se-
vet-ely burned after the 1972 Pinto
he was riding in was struck from
the real-, rupturing the fuel tank
and igniting a fire that engulfed the
car. The award later was reduced to
about $6 million and Ford is ap-
pealing the case.

Later that year, a Los Angeles
jury found Ford liable for an $11.5
million award to a college student
who suffered brain damage when
his 1966 Lincoln Continental
crashed following the alleged fail-
ure of the cars brakes. Ford is ap-
pealing the verdict.

The Washington case goes back
four years when Georgia Hall. 52.
and her husband, a 42-year-old taxi
cab driver, bought a new 1975
Buick Electi-a. Mrs. Hall, however,
soon had problems with the car
and took it back to the dealer com-
plaining of - vibrations, according
to her attorney Allan Kamerow.

Four months after she bought
the car, Mrs. Hall was driving on a
Washington parkway when the
rear universal joint broke. "The vi-
bration that Mrs. Hall heard was an
indication that the joint was not
properly manufactured or in-
stalled,” Mr. Kamerow argued.
"With 4,000 miles on it, the fatigue
finally got to it and the joint gave
out. It just disintegrated.”

The failure of' the universal joint
caused the drive shaft to drop from
the car, resulting in a loss of power
steering and causiiig the car to go
out of control. Mr. Kamerow said.

The car ran off the road, plunged
down a field, struck severalobjects
and was briefly airborn bef'ore
smashing into a tree.

General Motors, in a three-page
statement, said the car was not de-
fective, noting that the "police ac-
cident investigativeteam which in-
vestigated the accident could find
no physical evidence on the high-
way indicating that any such fail-
ure in the automobile occurred

there.”

General Re expands

General Reinsurance Corp. has es-
tablished a management company
in Bermuda, General Re Services
Ltd. The new company will have
underwriting authority on behalf
of the General Re Group. It will
produce and underwrite captive,
facultative and treaty business
transacted in Bermuda, both USA
and foreign. The Bermuda Office
will also handle other captive in-
surance company related services,
other than management of cap-
tives and investment. George W.
Lee, most recently senior casualty
underwriter of the London office,
has been named manager.

During the :hree-week trial each
side brought in a battery of expert
witnesses. GM experts contended
that driver error caused the car to
veer out of control while the
plaintiffs experts charged that a
defect in the universal joint preci-
pitated the accident.

After listening to the testimony
and watching a 20-minute film

showing Mr. Hall feeding, bathing
and changing his wife's bags that
collect her urine, the jury awarded
$5 mil ion to Mrs. Hail for medical
costs, housekeeping care and pain
and suffering. Itir. Hall was
awarded $1.5 million for loss of
consortium, or sexual relations

with his wife.

Plaintiffs attorney Mr. Ka-

merow said the award "is notout of

line," considering "what a quadri-
plegic is, what a quadriplegic suf-
fers and has to go through in a life-
time and what a quadriplegic's ex-
penses are.’

GM astorney Aubrey Daniel
w Duldn't comment on the award,

but noted that the automaker

would file papers "directed to that

[

issue" when it appeals the verdict.

GM also declinedtocommenton
its insurance arrangements. The
company carries a high deductible
for product liability, a source con-
nected with the case said.

Prior to the trial, the Halls
reached an out-o f-court settlement
with an Arlington, VVa., car dealer
that sold them the car. The amount
of that settlement, believed to be
around $700,000, willbe subtracted
from the GM award if the jury ver-
diet is upheld. .

o S



Firms buy LTD plans for prestige: S

CHICAGO-Nearly half the
companies buying long term dis-
ability insurance are just keeping
up with the Joneses, thoughnearly
as many realize it's a bad buy at an
average 7.1% loss ratio, a survey of
benefit buyers reveals.

Only 14.1% of those answering
the survey said their companies

buy LTD insurance because nu-
merous disabilities created a real
need for it. A hefty 42.2% admitted
to buying LTD insurance to keep
up with the Joneses. Union pres-
sure was cited by 4.7% as the rea-
son for offering the benefit while
39.1% cited myriad"other reasons"

for buying the coverage.

Peter B. O'Brien, presidens of
Johnson & Higgins of Colorado,
surveyed 100 buyer-attendees of a
seminar he conducted on long
term disability insurance at the
RIMS conference here last month.
A crusader for improved benefits
under long term disability plans,
Mr. O'Brien believes many LTD

plans today fail to deliver prom-
ised benefits and cost too much
for the level of benefits delivered.
"It's the biggest rip-0 ff in the bene-
fit business,"” he says.

Benefits paid under LTD plans
today are most often integrated
with a host of other benefit plans,
meaning that benefits paid under

business insurance, June 11, 1979/ 15

urvey

Social Security, workers compen-
sation, pension plans and group
life policies are all subtracted be-
fore the LTD plan pays a cent. "In
some cases, the worker is zeroing-
out,"” getting no benefit at all uhder
the LTD plan, Mr. O'Brien com-
plains.

He campaigns for LTD plans
that raise the benefit to 80% of sal-
ary if there is benefit integration or
for no integration with other bene-
fits at a 60% benefit level. Or the
plans should promiseto pay 20%of
salary regardless of what other
benefits are received by the dis-
abled worker, he says.

Mr. O'Brien surveyed benefit
managers at the RIMS conference
to see if they agreed that so little is
ever paid out under LTD plans that
LTD is, what he calls, the "phan-

tom benefit.”

KE:Wi#*adS *-A

LTD is the "biggest rip-off" of
benefit plans, says broker Peter
O'Brien.

Only 5% of the 69 benefitbuyers
answering the question said LTD
is "a sham," but 57% said they con-
sider it "somewhat" of a phantom
benefit. Thirty-eight percent said
"Nnot at all” to the question, "Do
you think LTD is a phantom bene-
fit?"

Respondents to the survey buy
plans covering 3,841 employes,
17.42% of whom are blue collar
workers. The average rate paid for
the plans is 53.66 cents per $100 of'
coverage, with employes paying an
average o f38.97% ofthe premiums.

The most comm on waiting pe-
riod is 180 days (61.5%), with only
7.7% of the companies imposing a
full year waiting period and only
1.5% going to the opposite extreme
o f providing the insurance after 30
days of employment.

A benefito f 60% o f salary ismost
prevalent (50%). Another 24.2% of'
the plans promise a disabled em-
ploye will receive 50% of salary.
The remainder of the companies
provide benefits of 65% of salary
(9.7%), 67% of salary (11.3%) and
70% of salary (4.8%).

A w hopping 72% of the plans in-
tegrate benefits with primary So-
cial Security benefits and 54% of'
the plans subtract family Social
Security benefits before paying
clairns. This supports Mr.
O’'Brien’'s contention that after so
many other benefits, including
rich Social Security benefits, are
subtracted, the LTD insurer
doesn't pay out much in benefits.

Indeed, the LTDO buyers
answering the survey reported an
average loss ratio ofjust 7.1%, pay-
ing $6.7 million in premiums and
getting $47 1,800 back in paid
claims.

Fifty-two percent of the buyers
reported their insurers say they
make money on LTD policies. But,
a significant 33% o f the buyers re-
ported their insurers claim to be
breaking even and 15% said their
insurers claim to be losing money
on the benefit plan.

Aetna Life & Casualty, Insur-
ance Co. of North America and Un-
ionmutual were the most popular
LTD

insurance underwriters

among those surveyed. -
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'Risk Maiial€in€ent Se,viccs

Vendors spread program smorgasbord

for services-starved risk, b

CHICAGO-A smorgasbord of ser-
vices is at the beck and call of a risk
manager or benefit manager hungry for'
help.

Corporate dismissal of the insurerin
favor of self-insurance has. created de-
mand in corporate America for the top-
ping that has traditionally accompa-
nied insurance policies. And the ven-
dors of services are more than willing
to deliver the goods ala carte.

Independent firms, insurers and bro-
kers are queuing up to take the man-
agers' orders for safety/security assign-
ments, risk management and benefit
consulting chores, risk analysis pro-
grams, adjusting and salvage opera-
tions and claims administration tasks,
staples in many risk management pro-
grams.

Caterers to the needs ofrisk and ben-
efit rhanagers are also trying to entice
them into tasting new wares.

A Cleveland attorney, for instance,
believes companies can reduce their
risk to product liability losses if they
educate their employes about the legal
theories o f liability and the company's
responsibility for manufacturing safe
products.

A research organization' believes its
analyses of Americans' changing
values and lifestyles will help compa-
nies design better employe benefits
programs.

Hardly an appetite for a service will
go unsatiated in today's market in
which the service firms seem ready to
whip up a program to order.

White collar crime a problem? Com-

panies spiced with ex-FBlI men prom-
ise to sniff it out. In need o f boiler and

A, GUARDS
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machinery inspection talent? Hartford
Steam Boiler Inspection & Insurance
Co. will take thejob as long as no other
insurer is brought in to insure the risk.
Wonder how long the overseas opera-
tions will hold up in today's chaotic

tom could fall out of a friendly foreign
government.

While many risk managers at self-
insured companies are picking and
choosing their service providers,
others, still insured, are sticking with

world politics? More companies are of- the old menu. But for the most part,

fering to predict the future and help
corporations determine when the bot-

they give the insurers' loss control ser-
vices good reviews, surveys of risk

enefit execs

so Q

A TCLOLLAR
1 MAssnbATION

managers find. There are, however, a
few disgruntled customers, especially
among workers compensation insur-
ance buyers.

Business Insurance editors around.
the country sampled the array of ser-
vices offered risk and benefit managers

for this special report running through .
> —/—a < = == _ -

Insurer safety services rate "OK": Panel

By SUSAN ALT

CHICAGO-A limited survey of
corporate executives who partici-
pate in Business Insurance's Edi-
torial Advisory Panel indicates
they're generally satisfied with the
safety and loss control assistance
their workers compensation insur-
ers provide.

That isn't to say, though, there
aren't some pretty disgruntled risk
managers out there who think in-
surance companies do a lousy job
of inspecting and reporting safety
flaws in their insured operations.

Based on a sample of 30 risk
managers for organizations of
varying size nationwide, insurers
could do a lot better than they're
now doing with loss control ser-
vices. Moreover, it appears that
nearly all insurance buyers and
risk managers believe loss control
and safety reports are an extremely
important part of any insurance
program.

Business Insurance sampled
members o f its Editorial Advisory
Panel because an earlier study of
insurers' safety and loss control
services by Dan Otremba (BI, Oct.
2,1978), asthe basis forhis master's.
thesis, was highly colitroversial in
its findings that insurers' services
fall far short of what's needed to

improve loss experience and save
lives. Insurance companies de-
fended their practices, saying they
are better than adequate, and chid-
ing Mr. Otremba forbasing his crit-
icisms on an inadequate sampling
of opinions.

Of the 30 firms whose risk man-

agers and insurance buyersre-
sponded to the latest survey, 22
said their workers compensation
insurance carriers provide them
with loss control and safety ser-
vices. Only two of the remaining .
eight who don't obtain services
from insurers purchase these ser-

vices for fees from other contrac-
tors, such as safety consultants or
administrative services suppliers.
The other six apparently all have
their own in-house safety special-
ists.

When asked to rate the overall

quality o f these services in the last

Property insurers deliver more:

By JERRY GEISEL

WASHINGTON-Risk and in-
surance managers sing praises for
the services provided by their
property insurers, but some sound
discordant notes when evaluating
their casualty carriers' safety and
loss prevention services.

Risk managers complain that
their casualty insurers aren't doing
as good a job in workplace inspec-
tions as they once did, that the in-
surers delay preparing safety re-
ports and that they can't deliver e f-
fective safety recommendations.

"I'm disappointed that in recent
years casualty insurers have put
moreoftheirloadofsafetyontothe
shoulders ofthe policyholders and
have taken the opportunity to
reduce. . .their expenditures for
safety and loss prevention,’
Bill Cain, director of insurance

said

and risk management at Dayton
Hudson Corp. in Minneapolis. "l
just don't see the time and effort
that used to go into the preparation
of inspection reports.”

Other risk managers contend
that when they want safety recom-
mendations from their casualty
carriers all they get is silence.
"When | asked for ideas on how to
monitor fumes to keep down
potential occupational disease
claims, Imayhavejustaswellbeen
talking to the plant next to me,"”
said Joseph Gullo, director of in-
surance at Richardson-Merrell Inc.
in Wilton, Conn. . .

Other risk managers' are satisfied
with the services they receive from
casualty insurers. "They give us in-
spection services which are geared
not only to workers compensation,
but also to-spot all sorts o f potential

losses," said Edith Lichota, assis-
tant treasurer of the Carborundum
Co. in Niagara Falls, N.Y.

William Park, risk manager at
Northwestern University in Evan-
ston, lll., also gives high marks to
the school's workers compensa-
tion insurer. "They've given us
whatever we have asked for,” he
said. The workers compensation
insurer, for example, supplies Mr.
Park with safety reports after each

- inspection of the university's oper-
ations detailing potential safety
problems.

Sorne risk managers have

elected not to receive engineering
and safety services from the casu-
alty carriers. "We specifically ne-
gotiated out those services be-
cause we thought we could do it
better ourselves," said Howard
Weber, director o f insurance at 3M

Co. in St. Paul, Minn.

two years, 17 out of the 24 services
"users"” said the advice and ser-
vices they've obtained have been
satisfactory everall, leaving seven

who have been dissatisfied.
We took Mr. Otremba’s list ofthe
five different specifications he de-
Continued on page 77

Execs

"We have felt self-sufficient for
many years and haven't felt a need
for insurance (casualty) services,"
Mr. Weber said. "As a result-and
| don't mean to say that they (ser-
vices) were without value-wdjust
felt we didn't need them.”

Firms that now self-insure their
workers compensation often say
they get better safety results than -
when their carriers provided ser-
vices. "We like the present situa-
tion because our safety people are
our own employes and thus have a
better understanding of our own
problems," said John Woods, in-
surance manageratMarriott Corp.,
the giant hotel chain which self-
insures its workers compensation.

While some risk managers are
critical of the services offered by
their casualty carrier, they heapac-

Continued on page 78
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Hunger for risk data

By SUSAN ALT

CHICAGO-Risk management
decision-making will never be the
same.

Computer technology has
brought a metamorphosis in the
process of quantifying, analyzing,
and financing risk for a handful of
the nation's largest companies
over the last decade. And it is now
rapidly enabling a wide range of
corporations to avail themselves o f
highly sophisticated management
information systems applicable to
the specialized world o f risk man-
agement.

Moreover, the big word these
days is interactive systems. Split-
second computerized communica-
tions and reports are sure to revo-
lutionize the insurance buyer's ne-
gotiations withinsurers, risk reten-
tion practices, discussions about
reserving practices and internal al-
location of insurance and self-
insurance costs.

Brokers and independent sup-
pliers of automated recordkeeping
services are racing to one-up each
other, adding new services, offer-
ing risk managers the opportunity
to have computer terminals in
their offices and providing more
sophisticated analytical methods.

Alexander & Alexander's Alexsis
division sports its new Risk Data
Management Service (RDMS).
Marsh & MclLennan is pushing its
new IRIS, which stands for In-
teractive Risk Information Sys-
tem, the brainchild of Tony De-
mas, who blasted M&M into the
age of automation and simulation
as an early member o f the Unit X
team, formed in 1970.

At the same time, Guyon Saun-
ders of Amarillo-based Corporate
Systems Corp. is adding to the ca-
pability of his computerized loss
reporting system, updating it for
self-insurers who want to use it for
more decision-making tasks. And
Joseph A. Destein is taking his
recently-formed Risk Sciences
Group along a route that puts him
in direct competition with A&A's
Anistics, a company he co-founded
and now aims to pre-empt by stay-
ing a jump ahead.

Several other brokerage firms,
including Corroon & Black, Fred
S. James & Co. and Johnson &
Higgins also offer analytic services
to their clients, though the empha-
sis with new services seems to be
on systems allowing risk managers
to have terminals at their finger-
tips.

Corporate Systems Corp. has
long been recognized as the grand-
parent of risk management infor-
mation systems for self-insured or
insured organizations. Founder
Guyon Saunders has built what is
basically a loss reporting system
that enables some 1,100 companies
to track claims, allocate premiums
or self-insurance costs to operating
divisions and streamline their
budgeting processes.

Even Mr. Saunders is now ad-
ding to CSC's scope of services,
stressing his system’'s new ability
to perform claims development
tasks, loss development, tending

and forecasting.

CSC now limits its activities al-
most exclusively to putting out re-
ports based on actual losses, but is
beginning to provide loss develop-
ment reports to several large cor-
porate clients. Fully one-third of
CSC's corporate (non-insurance
industry) clients have acknowl-
edged the usefulness ofloss devel-
opment analysis, said Mr. Saun-
ders, who thinks all those clients
will be receiving these added re-
ports periodically by yearend.
These clients represent the same
firms who've been using CSC for
IBNRandreserveanalysisreports;
the remainder of CSC's corporate

Risk Manaacne,t

S€rviceES

clients pay only for computerized
loss runs for administrative pur-
poses.

Marsh & McLennan put its first
client on IRIS in September 1978
and now has about a dozen clients
using the system's analytic capac-
ity. About 50 or 60 M&M clients are
using IRIS for claims management
and loss reporting, but aren’t
plugged in to the full risk manage-
ment information system. By
yearend, M&M fully expects to
have at least 50 clients on the full
system, tripling that number by
yearend 1980, says Mr. Demas. Al-

ready in the system, though. are
data about 650 different facilities

Spurs new services

owned by M&M clients using
IRIS.

Like the system set up by A&A,
IRIS enables M&M clients to input
new loss data instantly ifthey have

a terminal handy, at which point
the M&M broker or consultant on

James Y. Paulding, left,

cofounder of A&A's

Anistics and in charge of
the Alexsis risk manage-
ment services division,
discusses some data on
the computer printer in
Atlanta with operator Jo
Lynn Wallace. Com-
puter operator Doug
Cole, background, holds
a tape from the tape li-

brary.

the account has instant access to
the updated information. Other
Marsh offices also can tap into that
data immediately by using atermi-
nal across the country ortwo states

away.
The point of having an interreac-

814610
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tive system is to literally eliminate
the manual labor and the lag time
that would otherwise be present
during broker-client communica-
tions, especially when complex re-
cords and statistical analysis are
involved.

M&M has invested considerably
more than a million dollars in IRIS.
That includes the cost of consider-
able computer resources, along
with the talents ofLarry Heimrath,
hired away from A&A's Anistics
just over a year ago to be M&M
senior systems analyst, and 13
other computer heavies.

Of the 63 or so M&M risk man-
agement services people around
the country, about 50 are directly
involved with IRIS, in addition to
some people on the claims man-
agement side also working with
the system. (M&M contracts with
Citibank in New York for com-
puter time.)

For over a year, M&M people
have been working to integrate all

¥



the data from M&M's various ser-
vice operations-the protection
consulting division, Clayton envi-
ronmental engineers, the nuclear
consulting business-into IRIS,
making it a conglomeration ofsub-
systems with a broad data base
from which to draw.

M&M hasn't yet put terminals in
clients' offices, though it's plan-
ned. Eventually, allmgjorM&Mof-
fices in the U.S. and Canada will
have terminals hooked up to IRIS.
Many M&M offices already have
computerterminals foraccounting
purposes, which means these of-
fices have only to dial a different
phone number to tap into IRIS, us-
ing the terminal already available.

Beyond M&M's obvious broker-
client and interoffice communica-
tions objectives with IRIS, the firm
is working to build an aggregate
base ofinformation which will en-
able it, hopefully, to look at the
claims history or rates or expo-
sures of all clients as a group by
type of-CLkiness, location of facil-

ity, relative to state laws or by type
of accident or loss.

Alexander & Alexander's RDMS
operates with five mini-computer
centers around the country, in Chi-
cago, Los Angeles, Long Island,
Atlanta and Dallas, with terminals
in about 40 branch offices interfac-
ing with four people at each of the
five mini-computer centers. In ad-
dition, some Anistics people in
New York and Palo Alto and some
Alexsis people in Atlanta are work-
ing on the system, says Bob
Gielow, senior vp in charge of
A&A's services operations.

A&A quietly began using the
system in January, but stillis offer-
ing it only on a limited basis to
about 30 large clients who need
better loss reporting and premium
allocation systems. A&A has about
a million dollars worth ofhardware
alone in its system, revealed James
Y. Paulding, a co-founder of Anis-
ties who's vp o fA&A and in charge
of the Alexsis risk management

DO ONE THING
BEFORE YOU RECOMMEND

SELF= INSURANCE

services division based in Atlanta.

A&A hopes to have as many as
250 of its clients using the RDMS
system by yearend, either for
claims management and loss re-
porting or for a broader range of
risk management analytic ser-
vices. It appears that RDMS was
designed chiefly to facilitate better
risk management accounting allo-
cations using claims data, rather
than being used for risk manage-
ment forecasting and feasibility
studies, services provided inde-
pendently by Anistics.

A&A, too, envisions it will even-
tually install terminals in clients’
offices, allowing for continuous
updating of information by users,
who can then perform some data
manipulations on the terminal.
Most risk information reports,
however, will have to be ordered
from the Atlanta office, or will re-
quire that data be transmitted to
Anistics for analytical studies.

It appears this system will also

enable A&A at some point to cut

TOYOUR MANAGEMENT.

ASK THE HOME GROUP
IF IT ALL ADDS UP.

You've done your homework. You
know your company's history of losses.
Where safety programs are working and
where they're not. The current costs for
Workers' Compandother coverages. And
you've computed how your company's

cash flow position might be improved

with judicious risk retention.

The risk management professionals
of The Home can tell you if it all adds
up. We provide a full scope of risk man-

agement services. This
cp ' ranges from providing

f computer capabilities for

a quick and accurate

analysis of your computations, to im-
plementing and servicing your program.
And in this era of shrinkingcapacity, we
can arrange for the layered insurance
required to make the whole proposition
work.

Make the last step in your self-
insurance evaluation your best step.

as your risk management team.

Ilhe Home

A City Investing-Company

back on the business it now does-
over a million dollars a year-with
Corporate Systems Corp., though
Mr. Gielow denies that being in di-
rect competition with CSC will
necessarily affect the services
A&&A buys for clients from the
Amarillo company.

Unlike M&M, A&A doesn't plan
to use collective data from multi-
ple clients for trending purposes or
to determine industry averages.
One of the first major users of
RDMS was Bendix Corp.

For A&A, as for M&M and other
brokers automating their data col-
lection and communications sys-
tems, interoffice transmissions of
data can now be accomplished
without massive paper-handling
activities necessary when, say, a
claims manager on the West Coast
needs to send information on loss
experience to producers on the
East Coast to service an account.

Joe Destein's Risk Sciences

Group in Santa Monica has

Consult with the risk managementspecial-
ists at The Home Group. Let them serve

Insurance Company
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workedforanumberofmonthson
a risk management information
system involving an arrangement
with National CSS Inc., one ofthe
nation's largest computer time-
sharing firms. Risk Sciences
Group provides the software de-
signed to give risk managers ana-
lytical capabilities.

Mr. Destein's system is designed
to include computer terminals at
the client's premises from the out-
set. With a terminal, a client can
create reports, run statistical stud-
ies and perform highly sophisti-
cated manipulations like forecasts
and simulations on a timesharing
basis using Mr. Destein's pro-
granns.

Mr. Destein now has 15 users of
the system, a leading one being
Castle & Cooke, which has been
using several different software
packages offered by RSG since

February. Esmark is also using the

National CSS/Risk Sciences

Group systerm. -

Data systems'
cost depends

on the usage

CHICAGO-Risk managers can
expect to pay anywhere from a few
thousand dollars up to $50,000 a
year for the privilege of using the
newest risk management informa-
tion systems.

The cost ultimately depends on
how many different fragments of
information have to be entered,
how much time it takes to put them
into computer language and what
kind ofreports the company wants
back from the computer.

Marsh & McLennan's IRIS has
two cost components: The ex-
pense involved in coding, input-
ting and programming the histori-
cal data needed for the system,
which can cost anywhere from
$3,000 to $20.000 depending on the
people and time required; and the
ongoing cost of using the terminal,
making queries, getting reports
and using the system for analysis.
The latter costs a minimum of $21
an hour up to $40 or $50 an hour.

A&A expects to quote ajob price
to most clients based on estimated
time and expense, figuring any-
where from $20 to $75 an hour for
consulting time. Generally, costs
for simple administrative report-
ing services will run anywhere
from three-tenths of 1% to as much
as 1% of an amount comparable to
the standard premium a client
would pay for an insured program.

Thisrangeissimilartothecosts
of using Corporate Systems
Corp.'s services for claims analysis
and loss reporting.

Generally the companies best
utilizing systems from CSC, A&A,
M&M and Risk Sciences Group
have upwards of 1,000 annual
events related to one type of expo-
sure, such as auto collision or
workers compensation.

National CSS charges $8 to $15
an hour for computerconnecttime
and more for computer core usage,
including software on which Risk
Sciences Group earns royalties.
Consulting time is charged on a
time and expense basis, with
hourly fees of $40 up to $110,
averaging $50 an hour for the com-
puter specialists, said Joe Destein.

Charges for computer connect
time can be misleading, though,
because the cost of producing the
same report can be different when
using different systems with dif-
ferent software. It is more realistic
for risk managers comparing alter-
native suppliers to scrutinize cost
per record to be entered into the
computer, which can range from
about one cent per record.to 40
cents per record: m
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KANSAS CITY and DALLAS

. have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

ROACH-HOWARD-SMITH
& HUNTER, INC
1661 Northwest Highway
Garland. Texas 75041
214-840-1300

THE GILBERT-MAGILL
COMPANY

911 Main Street

Suite 2400

Kansas City. Missouri 64199
816-474-3535

See our ad on page 6

Fancy risk analyses

don't always yield

new risk prog rams

CHICAGO-Using a risk man-
agement -information system to
help make decisions about self-
insurance, captives and account-

Risk ManaleEem€nt
S€rviCE€Ss

ing doesn't always lead to new ,

ways of doing things.
Sometimes the system spews
out reports indicating things have

, been.done about right all along, as

Castle & Cooke found when it be-
gan using the National CSS/Risk
Sciences Group system-early this
vear.

"We're finding out that we're do-
ing what we should be doing, so it

Only one company ofkrs a
comprehensive risk management
services program as a matter of policy.

Quarterly engineering
publication,
"The Locomotive"

Flood recovery
action plan

Boiler log
programs and
start-up checklists

Quick reference guide re

boiler an

pressure vessel code

O «sse.

There's a big difference between 'UN -

4. " 745<
the policies offered by Hartford Stearn "t AS

Boiler and any other boiler and ma-

L l___ **C_

chinery insurance company. ,——
T hatdifference is our exclusive risk . ,

management services program de-
signed to meet the varying require-
ments of larger risks.

The objective of the program is to
increase plant reliability, especially
where boiler, pressure vessel, pump,
compressor, turbine motor, air condi-
tioning, or other mechanical or electri-
cal equipment is concerned. It has
proven to be most.successful because
we're uniquely qualified to help you
manage your boiler and machinery
exposures better.

First, we specialize exclusively in
boiler cmdmachinery insurance. Of

1

machinery exposures
we haven't identified and dealt with.

Fourth, our inspectors are better
equipped than any others. For ex-
ample, their worldwide experience is
continuously pooled, thus creating st
vast bank of boiler and machinery risk
experience. This data is analyzed and
updated to help you uncover and
evaluate your exposures.

Fifth, we obviously identify and in-
spect risks for our own benefit. So you
can be sure we do it we.1, because
keeping your business operating profit-

course other companies are in the field, ably also protects our bottom line.

but none as a specialist.

Finally, our exclusive program of

Second, we have nearly 1000 highly risk management services can assist

trained and experienced inspectors
and engineers. This is far more than

you in developing meaningful plans in
the following areas: risk analysis and

any other company. With this number, exposure evaluations, development of

you can be sure we're where you are;
wherever that may be.

equipment inventories, loss experience
tabulations and projections, special

Third, ourinspectorscheckovermore inspection service, operating history

different types of equipment in. a week

and inspection reports, operator and

than most companies inspect in a year! supervisory training programs, quality

Which means there are few boiler and

assurance- expediting service, pre-

Pre-emergency plan and
recovery, PREPARE

Air conditioning and
refrigeration logs and
start-up checklists

Boiler and machinery
cold-weather freeze-up
prevention plan

Energy conservation
checklist

ventive maintenance programs, non-
destructive testing, environment and
energy controls, development of emer-
gency procedures, and pre-emergency
planning and recovery programs.
When diligently applied, this program
can help reduce the frequency and
severity of accidents, giving you more
value for your premium dollar.

Now with all this going for you,
which should you select to protectyour
corporate dollars: Hartford Steam
Boiler's comprehensive risk manage-
ment prdgram, or just an ordinary
policy from some other insurance
cornpany?

Contact your Hartford Steam Boiler
agent or broker. Or call Don Wilson,
vice president, at (203) 527-0791 and
talk to him about it.

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE

Hartford, Connecticut 06102

We help more risk managers
manage risks better.

has reaffirmed some of the ap-
proaches to risk management

we've been taking,"” said Lawrence
C. Girard, financial analyst in the
risk management department.

Though Castle & Cooke's use of
the system has been pretty limited
so far, Mr. Girard said the depart-
ment is planning to spend about
$10,000 this year for risk analysis,
simulations and timesharing. With
two terminals in the risk manage-
ment department, Mr. Girard
worked out loss distributions,
used the risk analysis system to do
computer modelling for forecasts
and is using the risk analysis sys-
tem again to analyze claims payout
patterns in auto, general liability,
workers compensation and farm
properties.

Castle & Cooke chose the Na-
tional CSS/Risk Sciences Group
system over a system offered by
Charles Hiatt of Hiatt Co. because
the former was easier to use for
Monte Carlo simulations, Mr. Girard
noted. Castle & Cooke is also con-
tracting with Risk Sciences Group
for an overall consulting study of
the risk management program, in-
cluding.a surv.ey ofthe company's
loss experience over.five years to
determine what the best risk man-
agement techniques will be for the
future. The study, Mr. Girard, said,
will cost about $5,000 and should
take about eight weeks.

The overriding goal of these pro-
jects is to determine forthe present
and the futurethe bestself-insured
retention levels for the corpora-
tion, said Mr. Girard.

In this, Castle & Cooke is no dif-
ferent from other firms using simi-
lar systems, though there's a wide
range of applications.

M&M, for example, did a job
costing $5,000 to $10,000 for a large
self-insured corporation that
wanted to analyze property losses
and values back as far as the early
19005, trending them to today's
levels and tailor-making a program
to give different locations a choice
of deductible levels and corre-
sponding premium charges and
discounts. Theprojecttookabouta
month.

A technically-oriented conglom-
erate client ofM&M embarked on a
project that cost $12,000 and took
six weeks of work, to process
60,000 work comp claims for the
last five years, do forecasts and an
analysis of the insurer's reserving

. practices by location and by claims

office ofthe carrier. The risk man-
ager in this case wanted to be able

to negotiate more competently
with the carrier on reserves.

As Jim Paulding, vp of Alexan-
der & Alexander in charge of the
new risk management information
system in Atlanta, says: "Negotia-
tion of risk-transfer and dealings
with insurers are the most visceral
elements of the risk management
process. The risk manager needs
better information.

"You can't perform the manage-
ment process unless you have con-
trol of the right information, and
you can't have control unless you
have access to the necessary rec-
ords."-For a long time, insurers
have held the.keys to data files on
claims, losses, exposures, hazards,
incidents and accidents. -
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SEATTLE and CHARLESTON

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL

LaBOW, HAYNES COMPANY, INC.

2500 Seattle First National
Bank Building

Seattle, Washington 98154
206-223-1400

Call or Write:

McDONOUGH-CAPERTON
SHEPHERD GROUP
1014 Kanawha Boulevard, E.

Charleston, West Virginia 25326
304-346-0611

See our ad on page 6

Firms walk, not run

to benefit braggers
in ERISA aftermath

NEVW YORK-Corporate benefit
managers aren't running to benefit
communications consultants for
help to sell health care thrift and
brag about federally mandated
benefits. They seem to be only
strolling in that direction.

"It's like ERISA," said Leonard
Zimmerman, national director of
communications at Hay Associ-
ates in Philadelphia. "When
ERISAcameouteveryonethought
there would be a rush for commu-
nications, but it happened gradu-
ally. People have gotten so tired

ABBOTT LABS
ACE HARDWARE
ACME-CLEVELAND

We're known b &

the companies °
we keep. G

Roanoke is an organization devoted exclu-
sively to solving the insurance problems of
the International Trade Community. We
have over 100,000 clients who come to

us for:

« Marine Insurance

- Customs Bonds

» Property and Liability Insurance
» Federal Maritime Commission Bonds

« Employee Benefit Programs
* Errors and Omissions Insurance

If you want experts handling your insurance
-experts who tailor insurance to meet your
specific needs, you want Roanoke. Contact

us through your Customs Broker, Freight
Forwarder or the Roanoke Office in:

- Baltimore
- Boston

* Chicago

* Houston

* Los Angeles
- Miami

- New York

< San Francisco

AC

The Roanoke Companies

Bonds and Insurance for the International Trade Community

AMSTAA
ARMCO STEEL

BELCO PETROLEUM
BIC PEN

BLACK & DECKER
BORG-WARNER
BAOWN GAOUP
BUCYRUS-ERIE

G BUDD

BULOVA WATCH CO

CHB FOODS
O CARNATION
CARRIER

CHAMPION SPARK
PLUG

CHICAGO BAIDGE &
IRON

CINCINNATI MILACRON
CLARK OIL & REFINING
G COLUMBIA PICTURES
INDUSTRIES

COMBUSTION
ENGINEEAING
O COMMONWEALTH OIL
REFINING

CONE MILLS
CONTINENTAL AIRLINES
O CORNING GLASS
WORKS

CROUSE-HINDS
CUATISS-WRIGHT

DESOTO

R.R. DONNELLEY &
SONS
G DOVER CORP.
DOW CORNING

E-SYSTEMS

EAGLE-PICHER
INDUSTAIES

EDGINGTON OIL

ELECTRONIC
MEMORIES &
MAGNETICS

EMERSON ELECTRIC

ENVIROTECH

ETHYL

—

FAIRCHILD CAMERA &
INSTRUMENT

O FAIRMONT FOODS

FEDDERS CORP.

GARDNER-DENVER
(@] GENERAL FOODS
GAANITEVILLE

HARCOURT BRACE
O JOVANOVICH
HAANISCHFEGEA

oake

HEASHEY FOODS
HOLLY SUGAR

ITT
INGERSOLL-RAND
INMONT

JOHNSON CONTROLS

KAWASAKI MOTORS
KOEHAING
KRAFT

LEAA SIEGLER
LOCKHEED CORP.
LONE STAR INDUSTRIES

MAPCO
MATTEL
MCDONNELL-DOUGLAS

MCGRAW-HILL

MEMOREX

MERCEDES-BENZ OF
NOATH AMERICA

NATIONAL STAACH &
CHEMICAL

PANASONIC
PARKER-HANNIFIN
PFIZER

PHILIP MORRIS

PROCTER & GAMBLE.

RALSTON PURINA

RAYBESTOS-MANHATTAN

REPUBLIC STEEL
ROLLS-ROYCE INC.
AOPEA

SANYO ELECTRIC
SEARS

SHELLEA GLOBE
SIGNODE

SMITH INTERNATIONAL
SONY

SPENCEA FOODS

A. E. STALEY

MANUFACTURING
SUN CHEMICAL
SUNDSTRAND
SUNKIST

3M

TRW

TECUMSEH PRODUCTS
TELEDYNE

TEXACO

THIOKOL

TOYOTA

UNITED AEFINING

WAANACO

WESTERN AUTO
WESTERN ELECTRIC
WEYERHAEUSER
WITCO CHEMICAL

Risk Manalenent

Services

from ERISA that they're almost
avoiding communications."

One communicationsconsultant
said companies are more con-
cerned about complying with fe-
derally mandated benefits than
communicating them to employes.

Some companies are mentioning
pregnancy disability benefits in
their benefit statements, but
others are not, said Jay Mal'chant,
vp at William M. Mercer Co. in New
York. "The benefit has to be men-
tioned in the summary plan de-
scription, but not necessarily in the
benefit statement.”

Health care cost containment is
creating opportunities for benefit
communicators, but only the more
cost-conscious employers are in-
terested in communicating cost-
saving options and other benefits
to their employes, said lla M. De-
Luca ofTillinghast, Nelson & War-
ren in Atlanta.

"We haven't seen much new
communications except from peo-
ple who are real planners and who
go in for total communications
planning," she added.

Communications on ADEA and
pregnancy benefits have been lim-
ited, noted George Heiring, benefit
communications chief at Hewitt
Associates of Lincolnshire, Ill.
"Companies have not taken a lead-
ership role in initiating communi-
cations except to say that they
comply.”

Alexander & Alexander's Bene-
facts division in Baltimore sees in-
creased demand for its retirement
communications program, re—
ported senior vp Robert Eilertson.
"Clients think there is more at
stake here than the pregnancy dis-
crimination law.”

The retirement communications
program illustrates, for one, the
benefitlevels people receive ifthey
worked beyond age 65. At most
companies benefits do not accu-
mulate beyond that age, he noted.

Interest has been even stronger
on the issue ofhealtheare costcon-
tainment, observes Mr. Heiring. "A
lotofcompaniesdonotknowwhat
to do." Hewitt has written a series
of articles on cost containment is-
sues for its clients.

As a communications tactic, Mr.
Heiring recommended sandwich-
ing "bad news" of introducing
higher deductibles or coinsurance
with "good news" of benefit im-
provements elsewhere.

Kwasha Lipton of Englewood
Cliffs, N.J., may produce a film on
health care cost containment to
distribute to its clients, noted Ri-
chard C. Sears, chief operating

partner.

Lee Carlson, executive director
of Milliman & Robertson’'s BEN-
FO subsidiary in Seattle, agreed
that opportunities exist for com-
municators in the drive for health
care cost containment, but added
that few companies do an out-
standing job of communicating
cost containment or how to pro-
perly use health care facilities.

Well-designed plans and com-
munications vehicles cut down
costs by telling employes how to
file claims, what is and is not cov-
ered and by reinforcing the idea
that insurance isto be used and not

abused, he added. -
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WEHAVEA
SPECIAL RISK SERVICE.

OUR COMPETITORS HAVE A
SPECIAL RISK SERVICE.

AND THAT'S WHERE
THE SIMILARITY ENDS.

house services, unparalleled in the
industry.

Here's what we offer:

A complete range of coverages for
large casualty accounts including pri-
mary, excess and umbrella.

Continental Special Risk Under- Tailor-made financial plans including
writers (CSRU) is a better service than spread premium payments for qualified
our competitors' because: accounts, large and small deductibles,

First, our service is a network of in- and self-insured retentions.

©cClIC



Flexible cash management using
compensating balances, premium cash
flow and wire transfers (within 48
hours).

Additional services including eun-
trywide claims service, loss control and
engineering plus industrial hygiene.
ocean marine and commercial inland
marine insurance, data processing, in-
temational. reinsurance, accident and
health, and life insurance.

For captive insurance companies:

In addition to making all our normal
services available to captives, CSRU
offers specialized services including

general management, accounting. un-
derwriting, actuarial and policy

issuance.

buy the services you want.

team of specialists, our. Risk Planner

works with your agent or broker to
analyze your requirements, sets up a
program to meet them, and provides
year-round service to keep things run-
ning smoothly.

For more information. please contact
your agent or broker, or the CSRU
representative nearest you:

Frank Hofstatter, 100 Pine Street,
San Francisco, CA 94111

All of our services have been pro- (415) 576-8155.

grammed so they can be customized Gerald Tetzman, 360 West Jackson

and selectively applied to meet your Boulevard, Chicago, IL 60606
particular needs. And.you gay have tb (312) 341-2747.

Ray Micucci, 1810 Commerce Street,

Finally, your entire risk program is ~ DPallas. TX 75201

handled through a single contact: a (214) 748-7351.

Continental Risk Planner from one of 4

Sara Roblin. 80 Maiden Lane,

cities spanning the U.S. Helped by a .New York. NY 10038

(212) 374-4344.

FOR EVERY SPECIAL RISK NEED: A SERVICE THAT'S PROGRAMMED TO WORK.

CONNNENJAL SPECIAL RISK UNDERWRITERS

A facility of

The Continental Insurance Companies

subsidiaries of The Continental Corporation
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THE SECRET'S OUT!,cK

Now there's a firm specializing in serving the medium
size business who needs...

« Captive Insurer Management
( Do you now pay over $500,000in premiums?

» Self-Funded Employee Benefits
( Do you have 50 or more employees?)

-0.=01r ,<t>'
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INSURANCE BROKERS mmm THE MMI GROUP, INC.
2052 Oak Mountain Drive
S PPel - 5124

ADMINISTRATORS (205) 663-4000

CONTACT - /N\7

Pension work ebbs;
benefit consultants

push new prog rams

By ELLIS SIMON

NEW YORK-WIith the boom
daysofthe ERISAcomplianceera
behind them, employe benefit con-
sultants are trying t6 market new
services to maintain their growth
rate.

"Some of the firms may have
over expanded during the ERISA
years and are now having to con.
tend with it,"” said Richard C.
Sears, chief operating partner at
Kwasha Lipton in Englewood
Cliffs, N.J.

- Picking up this box
will cost $3,522.

——= 1

Back strain. Inadequate help for

lifting heavy material. Improper use
of hands and body parts. When your
employees are involved, REACT

reports can detail causes, costs,

days lost, number of incidents by
employee department, occupation
and atl other pertinent data for your

immediate and general use.

REACT is a vital information system
designed by risk management professionals

for risk managers.

REACT captures all information relating to experience and
exposure and allows you to access this information in desired ways

for desired needs.

REACT incorporates the most sophisticated risk management
concepts and gives you the information necessary to effectively
evaluate, support, control, communicate and stimulate your risk

management program.

El Please send me your brochure detailing the REACT total information,

system for managing risk.

W Corroon & Black Corporation
React

Risk Information Services, Inc.

301 Plus Park Blvd./R O. Box 1371/Nashville, Tennessee 37202/(615) 367-9702
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"With the government situation
(mandatory retirement, pregnancy
benefits, wage and price controls,
etc.) we are continuing to see fairly
strong growth in the traditional
things we do, but this may not con-
tinue in the future." said Phillip
Turberg, president of Huggins Inc.
in Philadelphia "We won't get the
30% to 40% kick like we did during
ERISA."

In general, employe benefits and
actuarial consulting remains a
growth business, but the growth
has stabilized. Some firms were re-
portinggrowthratesof25%,30%or
more last year, but this year the fig-
ures are in the 15% to 20% range.

Services subject to the greatest
growth have changed, however.
With benefit plans no longer re-
quiring redesign to comply with
ERISA, theemphasishasswitched

Some consultants may have
over expanded, says Richard
Sears of Kwasha Lipton.

to consulting on investments, pre-
retirement planning counseling
and total and direct compensation.

Investment consulting is grow-
ing fastest, employe benefit con-
sultants told Business Insurance.
William M. Mercer in New York,
Martin E. Segal in New York,
George B. Buck in New York,
Meidinger Associates in Louis-
ville, Ky., Hay Huggins in Philadel-
phia, Hewitt Associates in Lincoln-
shire, lll., Kwasha Lipton and Ha-
zelhurst Associates of Atlanta all
report strong growth in invest-
ment counseling.

Monitoring investment perfor-
mance and advising on selection of
money managers are comimon ser-
vices in this field, but Mercer,
Buck and Hazelhurst have also
added analysis programs to mea-
sure the degree of risk and proba-
bility of variations from a pension
funds' investment objectives.

"Assets and liabilities should be
considered together," said Barnet
N. Berin, director of professional
standards at William M. Mercer.

Total compensation and execu-
tive compensation
were reported to be strong growth
areas for firms known in the field,
such as Hay Huggins, Segal and
Towers, Perrin Forster & Crosby
in New York. Meidinger Associ-
ates has also entered the field and

consulting

Kwasha Lipton, which began its ex-
ecutive compensation services two
years ago, has joined the com-
petition. Johnson and Higgins en-
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tered the field a year ago through a
joint venture with Sibson & Co.

Although there had not been
much interest in the past, Alexan-
der & Alexander's human re-
sources management division re-
ported growing interest in execu-
tive compensation due to wage-
price guidelines, changes in the tax
laws and inflation, said vp Joseph
Stahl in New York.

Within the past year, Mercer,
Hewitt Associates and A&A's
Benefacts division in Baltimore
have become active in consulting
on preretirement planning coun-
selling. "This has been moved up
to the front burner by companies
because of the wide corridor of
ages (50 to 70) in which people can
retire,"” said Hewitt Associates vp
George Heiring.

Several benefit consultants cited
increased demand for self-
insurance feasibility studies and
administrative services on defined
contribution benefit plans such as
profit sharing, TRASOPs, ESOPs
and thrift plans.

The self-inurance studies cal 1

for quantitative techniques to de- I
termine what level of cost and risk

the client can assume, noted Ed

Seitz, vp-marketing for Meidinger

Associates' central division.

Clients are also becoming in- l
terested in total self-insurance as I
opposed to "hybrids,” added
Frank B. Hall senior vp Mike Rey-
nolds in New York.

Hewitt Associates reported a
"marked increase" in companies
looking into flexible benefits
plans. "It doesn't mean thai com-
panies are necessarily doing it, but
they are viewing it as an opportu-
nity to control costs and please
more people for the same amount
of money," said a Hewitt spokes-

woman.

Buck and Frank B. Hall both re-

ported increased interest in clients
seeking consulting services on
health care cost containment.

Not all consultants are diversify-
ingtheir services in atimeofslack-
ing demand. Firms like TPF&C
and Tillinghast, Nelson & Warren
ot Atlanta have chosen to continue
offering programs in the area that
they have been strong in.

I "We haven't seen the need to fol-
low into things like investment ser-
vice," said TPF&C executive vp
Jim Kielly.

Milliman & Robertson of Seattle
is also trying to avoid areas that are
not directly involved in employe
benefits such as financial services,
said president James A. Curtis.
"We're trying to maintain the actu-

I arial side of the business as op-
posed to using an account execu-
tive approach.”

TPF&( has concentrated its de-
velopment on its international
business, opening new offices in
Hong Kong and Sao Paulo. Wyatt
Co. has also stressed international
growth, signing a letter ofintent to
acquire Harris, Graham & Part-
ners Ltd., a British actuarial firm
with offices in Switzerland, Hong
Kong and Malaysia.

Domestically, TPF&C grew as
a result of its acquisition of
Minneapolis-based Stennis & Co.,

giving the firm new capabilities in MCDONOUGH CAPERTON SHEPHERD GROUP \
HMO consulting and insurance 1014 Kanawha Blvd. E., Charleston, W Va 25326 \
company consulting, said vp Jim Yes, | would like to cut my Coal Insurance costs

Brennan. Future plans call for
opening of a Pittsburgh office.

Namp
Wyatt Co. of Cleveland opened
new offices in Memphis, Stamford Firm
and Halifax last year; Hay Huggins
opened a Houston branch, and Til- Addrpgq
linghast opened a Hartford office.
City St.arp 7 e

In addition, A&A's benefits group
got new business in the Kansas
Cityand St. Louisareaasaresultof
the merger with R.B. Jones.

Hewitt Associates plans to open U niquely Capable- .-

a Houston office in mid-July and professionally competent  MCDONQUGH.CAPERTON SHEPHERD GROUP

Milliman & Robertson has entered
. e . Charleston, W Va. 25326 - (304} 346-0611
into an association with Eckler,
Brown, Segal & Co. Ltd. of To-

ronto and Vancouver. < Offices in: Charleston. Beckley, Parkersburg, Wheeling, Fairmont, Huntington, Morgantown

and Princeton, W. Va. 4 Lynchburg, Va. « Washington,- 0. C. « Hamilton, Bermuda, BWI.



30 /business insurance, June 11, 1979

HOUSTON and MINNEAPOLIS

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

JOHN L. WORTHAM & SON
2727 Allen Parkway
Houston, Texas 77019
713-526-3366

BRANDOW HOWARD KOHLER
& ROSENBLOOM, INC.
3601 Park Center Boulevard

Minneapolis, Minnesota 55416
612-929-5551

See our ad on page 6
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WHAT MORE COULDYOU ASK FOR7

For rates, facts, figures, you name it, see your insurance broker.

SAVEWITH

SAFECO

SAFECO Insurance Company of America
Home Office--Seattle, Washington

Researcher markets

findings as a guide
to benefit planning

MENLO PARK, Calif.-A re-
search organization here believes
it can help benefit managers an-
swer the ever-puzzling question of
what employes want in their bene-
fits packages.

SRI International, one of the
largest non-profit research organi-

zations in the nation, is selling in-
formation about Americans’
changing values and lifestyles that
it contends can help companies
shape more effective employe ben-
efit programs.

The values and lifestyles (VALS)

Risk Manaa,Emeit

Services

program was initiated to familiar-
ize companies with the impact of
emerging values and lifestyles on
business, particularly marketing
and employe benefits,"” says Tho-
mas C. Thomas, director of SRI
International's center for the study
o f social policy.

Although not specifically mar-
keted for employe benefit design
uses yet, the program has 60 com-
panies under three-year agree-
ments, each paying $9,000 annu-
ally for the information produced
under the VALS program.

Each member of the program
gets a comprehensive multi-client
study on employes and con-
sumers, eight analytical reports ex-
plaining the impact o f the study's
findings, three technical bulletins
describing how to use the data and
illustrations of how ether com-
panies used the VALS informa-
tion. Newsletters update develop-
ments in the study.

Based on research begun in the
late '60s by Arnold Mitchell, the
current director of the new SRI
venture, SRI International broke
the American population into nine
values-oriented market segments.
Each segment has clearly defined
Nneeds and with some creative ef-
fort the definitions can be ex-
tremely helpful in benefit plan-
ning, according to Mr. Thomas.
These market segments and the
characteristics of each segment
could provide companies with vi-
tal information to design employe
benefit programs which are more
meaningful for the workers they
are trying to serve, Mr. Thomas ex-
plained.

SRI is willing and very anxious
to help companies apply the infor-
mation to benefit design. "Most of
our efforts at this point have been
directed toward helping compa-
nies to translate values and life-
styles information into new and
improved marketing goals,” Mr.
Thomas noted. "More aggressive
efforts to increase company aware-
ness o f the usefulness ofthe VALS
program in determining employe
benefit plans were scheduled to
come later in the program.” How-
ever, the company is willing to
push these plans ahead if response
from companies dictated such a
move, Mr. Thomas told Business

Insurance.

"Traditional benefits in force to-
day just won't hold the valuable
employe in times of constantly
changing values.” Mr. Thomas re-
marked. He claims that by moni-
toring value and lifestyle modifica-
tions in the nine SRI market seg-
ments, a company will find how to
attract and hold valuable employes
with employe benefits that recog-
nizetheever-changingcharacteris-
ties o f the population.

The American consumer and
worker is either need driven, outer
directed or inner directed, Mr.
Mitchell's research found. The
nine market segments are an ex-
gansion and a clarification of the
three groups, Mr. Thomas ex-
plained.

Inner directed employes have
been the most overlooked group in
the U.S. work force, Mr. Thomas
claims. but he predicts that in the

Continued on page 32



Finally there's one source for all the help you
need in six key areas of risk management.

Now you can offer clients full support. With Equifax RMS, risk management
support services, you have the resources Of 13,000 people in 1,800
locations at your disposal. All as part of a flexible program that supplies

Claims Administration

Claims Investigation

RMS is a new way for you to do
business - a type of service available
for the first time.

It's a concept that fits right into an
existing program. One that comple-
ments the efforts of brokers, adminis-
trative service organizations and con-
sultants.

Now you'll have help when there's a
problem on the road 500 miles away.

data for smooth and manageable operations.

Safety/Loss Control

Motor VVehicle Records

So as your representative, RMS can
put you in just about every place your
program requires. And do it at the
same time, if that's what it takes.

With RMS, your program is complete

All you do is pick a service and
determine the level of support. We'll
respond. With claims adjusting.

statistical reports, administra-

When safety requirements need to be Ai1 tive and investigative help,

set up at a new job site. Or when

arrlaij safety/loss control, occu-

any one of several problems require 4 pational health screen-

fast, knowledgeable response.

With RMS, you get flexibility

ing, security employ-
ment reporting, and
motor vehicle records.

So many situations require on-the- , To get the job done, RMS

scene handling. You can't be in more
than one place at any given time.

But we can. You see, RMS is an um-
brella of services from Equifax, the
leading supplier of information to
insurance and industry decision
makers for over 75 years.

lust one phone call generates all

activity you need from any of our 1,800
offices.

puts 13,000 people on call
for you. This number includes a
field force of over 4,000 skilled pro-
fessionals. Average experience: 10
vears.

It all means: when you need field
support, when you have a problem
near or far, when you seek know-how
to expand present resources, RMS can
get the job done.

Occupational Health Screening

Security EmpJoyment Reporting

Find out more about how this total
service sensitivity can work for you.
lust fill out the coupon and drop it in
the mail today.

You'll get a comprehensive brochure

about RMS plus specific area{s} of
interest.

Send me your RMS brochure and information
on the following area(s) of service.

( } Claims Investigation

( } Safety/Loss Control !
( } Occupational Health Screening 1
() Claims Administration

( } Motor Vehicle Records

C } Security Employment Reporting !

Name 1

Title

Company
Address

C ity State

1 Business Phone

=i — 1

1800 Century Blvd., Suite #500,

’ Atlanta, GA 30345
L ANMS

risk management support services
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NEW YORKand SAN FRANCISCO

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

JOHN F. CURRY AGENCY,INC.-
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If you're serious about

Planning guide...

Continued from page 30

next ten years they will become a
predominant factor in the work
force. Ofthe nine market segments
four fall into the inner directed cat-
egory. They are:

- An "l am me"” employe is
fiercely individual, tends to be dra-
matic, impulsive, young andsin-
gle. They find it harder than any
group to adjust to rigid work hours
and rules.

- The experiential workers av-
idly seeks direct experience above
everything else. They are active,
participative, artistic, vocal and
under 40 years old. These workers
enjoy valued tasks in their work
day and heading off projects.

- Societally conscious em-
ployes are environmentally aware,
have developed strong social com-
mitments, are highly educated, of
diverse age groups and are usually

accurately projecting your

company's risk-

and reducing insurance
come to james.

VWewrote the book!

Spproach. And The James
Bottom Line Aporoach is avail-

abletoyou-throughcutthe

cost-

country. We have a Bottorm Line .= o

team of professionals
region of the U,S.-plusexperts

in corporate finance, sratistics,
actuarial science, econometrics,
mathematics, and operations
research, all of whom have Ph. D's
or Master's Degrees in their
specialties.

The James Bottom Line
regional team will go righttoyour
company and work directly with
you to give you a clear, concise
picture of your company's risk

iNn

every 4

-4;.01<J"./"f-ul

whether it's Guaranteed Cost,
Standard Retro, Self-Insurance,

Cash Flow or Captive. And, of
course, James is fully prepared
to implement any one of these

The James Bottom Une
Approach. It'sthe original and
. by far the most accurate and
comprehensive method of
scientifically forecasting com-
panies' future risk potential. And
of determining the most efficient
and economical way of "cover-
ing" that risk.

orograms.

The James Bottom Une
Approach was created by Dr. Tom
Allen, one of the country's fore-
most risk specialists. The
statistical procedures pioneered
by-Dr Allen form the basis for a//
modern quantitative approaches
to risk analysis.

exposure. Along with all the
information you need to select
the best method of protection for
your unique circumstances.

Comprehensive risk evaluation.

First, you will get a quantitative
analysis of your company's
pattern of losses. Second, various
protection plans will be pre-
sented to you. Finally, you will
getabottom-linecostcomparison
for handling the program -

Available throughout the
country. All of Dr. Allen's in-depth
knowledge and experience are
built into The James Bottom Line

If the cost of your current
method of covering risk is sub-
stantial, the chances are you will
benefit greatly by discussing your
situation with us. Contact any of
the more than 50 James offices
for further information. Or, write
directly to Dr. Tom Allen, Fred. S.
James & Co., Inc., 55 Water
Street, New York, N.Y. 10041.

James

FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858

Insurance and Risk Management Services
Through More Than 100 Olfices Around The World.

fiercely dedicated to the job Soci-
etally conscious employes believe
in simplicity, live frugally with a
strong emphasis on conservatién.

« The integrated employe com-
bines characteristics of the outer
and inner directed group. They de-
sire the material wealth, fame and
status o f the outer directed person-
ality but not without a sense of in-
ner growth. They have a good to
excellent education, are psycho-
logically mature and have a
worldly perspective with a strong
sense of where he or she fits into
the business world.

Inner directed employes which
make up approximately 17% ofthe
U.S. population, according to Mr.
Thomas, are the least understood
by companies today. "Thede are
the thinkers, innovators and tech-
nical whizzes and are invaluable to
companies who need to keep up
with changing world,"” Mr. Thomas
added.

They find a benefits package
which provides them with some
freedom of choice to be the most
desirable, Mr. Thomas said. They
respond well to flexible time ar-
rangements and special provisions
for vacations which are similar to
sabbaticals, he added.

Other market segments are:

« The survivor, a need driven
employe, is on the bottom of the
income scale, poorly educated and
trained and leads a day-to-day
struggle to pay bills. The survivor
buys to meet basic, immediate
needs and has little choice in occu-
pation because of lack of training.

- The sustainer, also a need
driven employe, is as poor as the
survivor, but has a longer perspec-
tive on his or her life. The sustainer
is at least looking for better oppor-
tunities in life and thrives on a
sense of safety and security
created by holding a job.

- The belonger is an outer
directed worker who is generally
oflow to middle income and a blue

collar worker. The belonger is a

conformist and traditionalist

whoseprimaryconcernsarehis/her
family or home.

< An emulator, another outer
directed worker, earns a good to
excellent income, is young and
predominantly male with a strong
sense of wanting to go some place
in the company. The emulator is
ambitious, often a show off and
overall an upwardly mobile em-
ploye.

= The achiever, comprising 25%
ofthe U. S. population, earns an ex-
cellent income, has a good educa-
tion with strong business and po-
litical acumen. Fame, material
wealth, com fortable surroundings,
titles and recognition are the pro-
fessional goals motivating the
achiever.

SRI International invested $1
million in the three-year VALS
program because it believes that
by defining values and lifestyles
business can develop strategies
dealing with a changing world to
their advantage and the worker's
advantage . -

Skandia opens
Bermuda firm

HAMILTON, Bermuda-The
North American Zone of Skandia
Group has formed Hudson Under-
writing Ltd. in Hamilton, Ber-
muda, as a subsidiary of Skandia
Corp. of New York, Skandia
Group's North American holding
company.
Thepresidentofthenewreinsur-
ance management and underwrit-
ing services company is Robert A.

Baker, a resident of Bermuda who '

mostrecentlywaspresidentofThe

Security Reinsurance Corp. Ltd. in
A =arwxvailtcor» _ -_—



Howtoholddown

the cost of health

care

claims

processing

- and still be quick, fair, and
accurate with settlements

For employer and insurer alike, the cost
crisis is here-today. It takes more
income, more profit to provide the
benefits package and to process the
group claims. Many cost inflators are
squeezing companies now- and none
is more visible than those affecting
employee benefits. No longer can we be
content with "explaining"” these away.
Many are concerned about cost con-
tainment-but MCAUTO is one of
those doing something about it.

Right now.

Experts agree that a well designed
and operated computer-based informa-
tion system is one of the methods
offering the greatest potential for cost

containment. MCAUTO has proven
systems. Ones that will combat soaring
benefit costs and ensure timely process-
ing for medical, dental, and vision
claims-without duplication or over-
payment. We are operating these
systems today-for a worldwide manu-
facturer with 100,000 employees. And
for companies in the insurance indus-
try. We can do the same for you.

To learn more about our Employee
Benefit and Group Claims Processing
Systems, write -to Mr. W. R. Vickroy,
MCAUTO, Dept. KK-500, Box 516,

St. Louis, MO 63166. Or phone him at
(314) 232-8021.

INVICAUTO

NCDONNELL DOUGLAS
Setting the standard in data processing

MCAUTO is a registered trademark of Mcl)onnell Douglas Automation Company
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For complete insurance planning & protection from coast to coast in Canada

Edmonton - Calgary - Winnipeg Toronto . Hamilton . London . Ottawa . Montreal . Halifax
St. John's - Corner Brook-Grand Falls

Vancouver

Come sail with us...
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We enable your customers to set sail
properly insured.

On land or sea, our complete line of
yacht andsailboat insurance coverage
protects nearly all their needs hull
insurance, furniture fittings, medical
payments and land transportation.

Should you get waterlogged with a
problem, our specialists and countrywide
offices are always available to help you
write, service and customize this type of

needs.

marketing representative.

Nobody insures it like Royal-Globe.

New service treats

Iniuries to the mind
In work comp cases

NEVW YORK-A bad accident
can do more damage to the mind
than to the body.

An employe, badly burned in an
accident at the plant, spends two
weeks in the hospital and a few
more at home nursing his wounds.

Scarred in a few places, he is
nonetheless physically able to go
back to work a little more than a
month following the accident.

But he can't.

He sits at home seemingly para-
lyzed by fear that the next time he
goes to work the plant will once

coverage precisely toyour customers

What does this mean for youl An
excellent opportunty to improve both the
quali and profitability ofyour own
business. Ask some of the independent
agencies who have been with us for over a
century Or our newer ones. Thefil tell you.

Then contact your Royal-Globe

f vougi"=*A

lini.piaA:ENT)

Royal-Globe Insurance Companies, 150 William Street, New York N.Y 10038.

Risk Manaacm«nt
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again burst into flames. Or he looks
in the mirror and turns away in dis-
gust atthe few marks remaining on
his face, thinking that his co-
workers will do the same when he
shows up at work.

He could be written off by his
employer and the workers com-
pensation insurer as a permanent
disability case, unable to go back
to work. But, more firms now are
realizing that there's a remedy for
these cases to reduce the losses of
manpower and money and to heal
the worker.

It's called psychological rehabil-
itation counseling.

For years insurance companies
provided their clients with physi-
cal rehabilitation for employes in-
jured at work. They would bring in
physical therapists to get them
walking again. They would use
special instructors to tone up in-
jured muscles. They would work
with the employes to get them to
reuse limbs weakened from opera-
tions.

Now those same companies are
realizing that a bad accident can do
more damage to a worker's mind
than it did to his body.

"We are finding that often the
most difficult part about getting an
employe back to work after he has
been injured is convincing him
that he can do it," said William Cor-
kery, director of rehabilitation for
Commercial Union Assurance Co.,
which has been offering psycho-
logical rehabilitation for more than
six months.

"Fear that the same thing will
happen again often keeps someone
at home for much longer than they
ought to be there. Ourjob is to help
them put that fear of injury aside
and go on to lead a normal life
again," he said.

The psychological program, sim-
ilar to ones recently started at other
insurance companies, such as The
Travelers, Fireman's Fund and
Liberty Mutual, depends heavily
upon group therapy sessions for
the injured employe. At these ses-
sions doctors may explain what
the physical effects of the injury
will be over a long period oftime.
Workers who have been similarly
injured who are now back at work
also attend the sessions to tell what
their lives are like and how they
overcame the long lasting effects
of their injuries.

The service, which is covered in
the workers compensation insur-
ance package that Commercial
Union sells to most of its clients,
also includes some vocational
guidance and individual counsel-
ing, if needed by the injured

worker.

The program has had "pleasing
results" so far, Mr. Corkery said.
Although he did not have figures
on how many clients use the ser-
vices, he estimated a large majority
do.

The program, while successful
so far, isn't failure-proof, however.
"If these employes don't have any
motivation to. return to work, no
amount of psychological counsel-
ing is goingtogetthembackonthe
job," he said. Any therapy program
should be started as soon as possi-

ble after the injury occurs, he
e c <« e— <2 _ —



Most companies have mixed feelings about

Arkwright-Boston boiler and machinery insurance.

On the one hand, our engineers are always
around, asking a lot of questions.

On the other hand, no one offers higher limits
than we do. Or has more experience. Or more

underwriting flexibility.
Ifyou like to save money, that's pretty exciting.
Fact is, we write more boiler and machinery
insurance than any other mutual company.
Regional Offices: Boston, Cleveland, New York,
Chicago, Atlanta. San Francisco.

ARKWRIGHT-
BOsmN
INSURANCE
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TOLEDO and ST. LOUIS

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

THE DANIEL & HENRY
COMPANY
10 Broadway
St. Louis, Missouri 63102
314-421-1525

PICTON-CAVANAUGH. INC.

811 Madison Avenue
Toledo, Ohio 43624
419-241-8211

See our ad on page 6

More risk managers

are first to req uest

a consultant's audit

BOSTON-Risk managers
bosses usually call in risk manage-
ment consultants to audit insur-
ance programs and risk manage-
ment methods, but increasingly
risk managers are the ones who
contract with consultants for eval-
uations of the adequacy and effi-
cacy of corporate risk manage-
ment programs.

"Normally, the contract for an

audit comes from the risk

manager's superior,” says Robert
Self, president of Ebasco Risk

Management Consultants Inc.,

Our selMunded employee benefits prog ram
will be tailored to fit you better.

With employee benefit costs constantly escalating,
it's more important than ever to have an integrated
and economic program which fits your organiza-
tion's needs. Gallagher has pioneered in self-
insured benefit planning services and administra-
tion of such programs as group life, pension

and profit sharing plans, and tax shel- v I

tered annuities. In addition to the
overall advantage of better claims
and financial control, Gallagher
Benefit Planning Services offer you

other conspicuo-Is benefits. Retention and invest-
ment of capital funds in your own company.
Guaranteed excess coverage protection for you
against losses beyond a specified dollar figure.
And, of course, a custom tailored plan designed to
your precise requirements. Like to know

more about this significant new way to
shift a major financial and administra-
tive burden from your shoulders?
Just contact us. We have "the fit" for

you! No obligation, of course.

ARTHUR J. GALLAGHER & CO.

Gould Center, Golf Road, Rolling Meadows, lllinois 60008 - Phone 312/640-8500

* An International Organization Providing Excess Coverages and All Related Services for Self Insurers

« Brokers for Commercial, Industrial and Institutional Insurance Programs

Risk Manamment
S€rviceS

who participated in a panel discus-
sion by coniiultants at a recent
seminar on consulting services
sponsored by the Massachusetts
chapter of the Risk & Insurance
Management Society.

"Although most of our inquiries
come from the risk manager's
boss, we usually work most closely
during the assignment with the
risk manager,” added Donn Mc-
Veigh, principal o f San Francisco-
based Warren, MeVeigh & Griffin,
another panelist.

Warren Brockmeier of Chicago-
based Wyatt Co.'s risk manage-
ment services division concurred.
"Four-to-one, top management is
the most prevalent initiator of an
audit,”

But each of the panelists cited
more instances in recent years
when the risk manager has been
the one to ask the consultant to
come in and perform an overall au-
dit.

Audits constitute the bulk of the
tasks risk management consul-
tants perform, said Mr. McVeigh.
An audit generally begins with in-

Four-to-one, it's still the boss
who calls for a risk management

audit, says consultant Warren
Brockmeier.

terviews of the risk manager, the
corporate financial o fficer and any-
body else involved in insurance
purchasing, safety or risk manage-
ment at the corporate level. "Bro-
kers should be interviewed as
well,” Mr. MeVeigh advised, as
part of the overall scrutiny of the -
insurance contracts and policies.

Audits should be performed ev-
ery three to five years for most
large companies, he believes. It's
not efficient to have insurance and
risk management audits more fre-
quently than that, he added. "A eli-
ent company has to be able to jus-
tify the cost of an outside consul-
tant, which is often considerable,”
he said.

Audits usually require 60 to 90
days to perform, Mr. MeVeigh said.
Warren, MeVeigh normally sends a
draft of the final report to the risk
manager or to whomever is the
consultant's liaison at the client
company before a final report is
written. This is not for any editing
of the consultant's opinions or fi-
nal recommendations, but to give
people an opportunity to correct
any errors of fact that may have
occurred or discuss any controver-
sial recommendations, Mr. Mc-

Continued on page 40
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«The cash,flow advantages of self insuring
plus the administrative savings are vital to
Montgomely Ward. . ."

"Our commercial auto liability and nel. A lot of the credit for being able to
workers' compensation are virtually all operate with so lean a staff goes to ESIS.
self-funded, which means we hold sub- They give a high degree of personal at-,
stantial reserves that would otherwise tention to the changing conditions we
move out as premiums. The two related face as a company.
advantages are annual improvements in
cash-flow, and investment capacity that
can be applied in various ways. More and jmore risk managers are

"With ESIS handling administra- turning to ESIS. Why? ESIS, the leading
tion, I'd estimate that in automobile lia- risk management services company, pro-
bility alone we've cut overhead by half. vides specialized programs in claim man-
We rely on ESIS for expertise in claims agement, loss control, .statistical analysis,
adjustment, prompt action in handling sofety and health training, rehabilitation,
paperwork and details... plus in-depth subrogation, salvage and other related ser-
knowledge of state regulations. vices normally pedo¥med by an insurance

"Montgomery Ward's self-insurance carrier. Tojindotithow ESIS,can help your
program is complex and becoming more company's self-insurance Program, write

so. Yet my department consists of only to us or contact your insurance agent or
three managers and six clerical person- broker.

ESIS PROFILES IN
RISK MANAGEMENT

Joseph E. Fowl
- Corporate Insurance Manager
Montgomery Ward & Company ,

An INA Corporation Company
4050 Whbishire Blvd., Los Angeles, CA 90010
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Hospital liability has reached crisis proportions because of the increasing
tendency toward malpractice litigation. Everywhere, insurance plans and policies are
surfacing, aiming to protect hospitals from the huge losses now possible. But the problem
is, the crisis developed so quickly that hospital administrators haven't had a chanceto
gain enough experience to evaluate insurance proposals thoroughly. It's hard to know what
to look for, especially with the pressure of getting some form of protection together.

Everyone wonders:
What am those standards?

The Schinnerer Hospital
Liability Plan was introduced only re-
cently and has already been successfully
employed by hospitals across the country.
It is emerging as the standard by which
other efforts in liability protection are
being measured. That's because ours is a
program that works effectively where
others fail at several crucial points.

A total program
approach instead of a package

The Schinnerer Plan con-

sists of a self-insured trust, locally admin-
istered claims management, patient safety
programs and an excess insurance policy
for protection against catastrophic events.
It is an integrated program that can be
structured-to the needs of the hospital,
rather than a package the hospital must
accept as a whole. As a custom-made pro-
gram, it saves the hospital from paying
big premiums based on sharing risks and
losses with dissimilar hospitals.

A continuing
commitment to performance

It's a logical follow-through
to the total program approach. The
Schinnerer Plan, once designed for a par-
ticular hospital, becomes an efficiently
administered, closely watched and con-
stantly evaluated program. WE provide the
participating hospital with an independent
overview of the system's components: the
actuarial adequacy of the primary funding
program; the incident reporting, patient

The weights pictured.areusedtosetthestandards formass.

safety control and claims management sys-
tems; the attorneys' handling of claims
defense; the trust documents and fidu-
ciary What's more, with Schinnerer s
extensive experience and data resources,
we can help build the hospital's loss pre-
vention system with valuable information

for employee education and defense of
claims.

Occurrence cove rage

Our excess policy pro-
vides occurrence coverage, because it is
more sensitive to cash flow than claims-
made coverage. With claims-made cover-
age, ahospital can experience a tremendous
deferral of liability, since many claims are
not reported during the policy period in
which the occurrence took place. As a
result, claims-made policy premiums do
not fund fully the occurrences of the pres-
ent period. So reimbursement for the
unfunded liability is postponed. For a
claims-made contract that's been in effect
for 4 years, this unfunded liability could
amount to a hill year's premium!

Resources and

stability behind the plan

Excess coverage for the
Schinnerer plan is underwritten by a $4
billion multinational corporation with vast
resources and experience in providing all
forms of insurance coverage to all types of
institutions, organizations and companies
throughout the world. Victor 0. Schin-
nerer & Company, the administrator, is

known for unmatched expertise in prbfes-
sional indemnity insurance, and has
worked jointly with companies for more
than 20 years on professional liability

prograrns.

This is the program
that is setting the standards

The Schinnerer Hospital
Liability Plan. It adjusts to the needs of
the hospital. It facilitates compliance with
HEW regulations. It can achieve dramatic
improvements in cash flow without sacri-
ficing protection. It can stabilize and main-
tain the hospital's financial position. And

it is being proven by huspitals all over the
United States.

Shouldn't you learn more
about it? Why not call Jim Willging in
Nshington, or Tom Tucker in Chicago.
They'll be happy to give you more

detailed information.

Victor Q

>cninneter

&Compary inc.
5028 Wisconsin Ave- N.W.

Washington, D.C. 20016
(202) 686-2850

55 E Jackson St.
Chicago, lllinois 60604
(312) 663-3631

127 John Street
New York. N.Y. 10038

(212) 344- 1000
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Consultant's audit...

CHICAGO and DES MOINES

Continued j¥om page 36
Veigh said. Not all consultants

... have the Assurex combination. If you require professional insurance services in work the same way, the consul-
these areas, or elsewhere, we are close at hand... and backed by an international tants agreed.

brokerage organization with 69 offices and 4,000 specialists worldwide. Reviewing a risk management

program as part of an audit in-

PARTNERS IN ASSUREX INTERNATIONAL volves evaluation ofrisk financing

Ccall or Write: alternatives and the methods pres-

ently being used, risk management
staffing, corporate risk manage-
ment policy, risk management

MACK AND PARKER, INC LaMAIR-MUL OCK-CONDON CO. manuals, feasibility analysis of

self-insurance, contract reviews,

209 South La Salle Street 907 Walnut Street evaluation of loss control pro-
Chicago, lllinois 60604 Suite 300 grams, insurance marketing pro-
312-346-1221 Des Moines, lowa 50309 grams and the company's relation-

(( b 515-244-0166 ships with brokers and underwrit-

At the low end, a consultant can

See our ad on page ($) cost as little as $2,000 for an audit or

a one-shot special project, several
speakers agreed. Mr. Brockmeier
noted that Wyatt Co. did an audit

Because the world's getting smaller,
your markefs gettingbigger.

Flyto Europe in less than 4 hours.
Watch the Moscow Olympics from your living room.

American business is spanning the globe with the same ease.
Over 23,000 American companies have overseas facilities with

more going international every day

So naturally, the international insurance market is getting bigger
and bigger. Continental's international premium volume is
over $100 million. Be part ofthis exploding market.

We've taken the confusion out of
international insurance.

Now you can write
international

ilBurance as

easily as you

write domestic

coverage.

Our interna-

tional specialists

,, - " 1:—- . —- here, plus fully-
.1; staffed branches

in key overseas

locations, are

backedbyanet-
work of 24 affili-

ates in 70 countries.
These strong, inde-

*.f pendent companies
have a thorough
knowledge of local
business customs.
They'll help you get
your share ofthe fast-
est growing insurance
market in the world.
Think about it. This way
your customers won't
leave home without you.

The Continental Insurance Companies

subsidiaries of The Cortinental Corporatior Home Office 80 Maiden Lane, New York. A Y. 10038 - O Cic

Hometown Service. WoUtwide.

not long ago for a wholesale grocer
in Los Angeles with about $20 mil-
lion a year in sales, illustrating that
a company doesn't have to be a gi-
ant to use a consultant.

The end result o f the project for
the wholesale grocer was a three-or
four-page letter that sufficed as a
briefreport ofWyatt's findings, in-
volving less than 10 hours of con-
sulting time and costing the client
less than $1,000.

For a full-fledged consulting re-
port, however, a corporation
should expect to pay a minimum o f
$2,500 to $3,000 in most cases, the
consultants agreed.

Consultants have sometimes
been criticized for producing re-
ports and recommendations to cli-
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Consultants want to produce re-
ports that are workable, main-
tains consultant Donn McVeigh.

ents that aren't workable, noted a
risk manager in the audience, ask-
ing the consultants to respond to
that criticism. "No good risk man-
agement consultant wants to
produce a report that's not work-
able, that can't be implemented,”
retorted Mr. MeVeigh Despite the
criticism, many consultants often
are in the position of working with
a client company to implementthe
report's recommendations, so the
consultant is keenly aware of mak-
ing the report workable, he added.

The need to be able to implement
a consultant's ideas is the key rea-
son why Warren, McVeigh, for ex-
ample, makes it a point to sit down
with the risk manager and the bro-
kers "to brainstorm about ideas
and to talk about the specific oper-
ations and problems within the cli-
ent company.”

Consultants differ in the kind of
work they do, the speakers pointed
out. Ebasco, for instance, has
about 120 continuing clients on re-
tainer, constituting the bulk of
Ebasco's consulting business,
while the remainder are special
projects. About 95% of Warren,
MeVeigh's business consists of
special projects, with only a few
clients on a retainer basis. Wyatt
Co.'s risk management business is
mostly one-shot assignments as
well, said Mr. Brockmeier.

There are four things a company
should always do when trying to
choose a consultant for a project,
advised Mr. MeVeigh, including:
Send letters to a number of differ-
ent consultants, ask them to come
in for a discussion ofwhatneeds to
be done, ask about fees and ask
who will be doing the work on the
project, and ask for names of for-
mer or present clients so refer-

ences can be checked. m

New oil risk market

Houston-based United General
Insurance Co., specialists in oil in-
dustry insurance, has become li-
censed to write all lines of insur-
ance in Colorado and Wyoming.
The company is also licensed in

Texas, Louisiana, New Mexico and
Oklahoma.



Buyers shop around
to choose actuaries,

demand top quality

By MARGARET LeROUX

SAN FRANCISCO-A good ac-
tuary is as important as agood law-
yer to self-insurers of benefit and
retirement plans, say corporate
managers.

Since the Employe Retirement
Income Security Act (ERISA) was
passed, "it's atoss-up as to who we
use more, our attorneys or our ac-
tuaries," said the retirement plans
director-for a Northern California-
based consumer products manu-
facturer.

The avalanche of paperwork
generated by the pension reform
act created increased demands for
actuarial services and made statis-
ticians out o f benefit managers al-
most overnight.

And in the five years since enact-
ment of ERISA, managers of self-
funded plans have become more
sophisticated and demanding of
their consultants.

"We put in a lot of hours every
week on our retirement plans,”
said Philip Langlois,.pension man-
ager -for U.S. Industries in New
York. "We're not about to let an
outside consultant or actuary
screw it up for us.”

The most demanding clients are,
for the most part, the most satisfied
clients, Business Insurance found
in interviewing benefit and retire-
ment plan managers acro5s the
country about actuarial services.

Five different actuarial consul-
tants were in'terviewed before an
Oakland, Calif.-based manufac-
turer selected the services of a top
-Nnational insurance broker. In the
Midwest, a cereal company heard
presentations from seven firms be-
fore choosing The Wyatt Co. to ser-
vice the parent company's retire-
ment plans and A.S. Hansen for
subsidiaries' plans.

On the East Coast, Mr. Langlois,
who has responsibility for 147 dif-
ferent retirement plans, rated the
top five actuarial consultants ac-
cording to service, pro fessionalism
and price. According to his ratings,
they are: Hewitt & -Associates;
George Buck & Associates;
Towers, Perrin, Forster & Crosby;
The Wyatt Co., and Kwasha Lip-

ton.

At Levi Strauss & Co. in San
Francisco, Ernest J. Griffes, -direc-
tor of employe benefits, said he
uses consultants, whether actuar-
ial or benefits, according to "who is
the best qualified individual irre-
spective -of the particular firm.

"We use several different consul-
tants for specific projects," he said,
emphasizing the talent of the indi-
viduals in those firms are ofutmost
importance.

Among firms Levi has used are
Olanie, Hurst & Hemrich and Ha-
zalhurt & Associates.For Levi's in-
ternational benefits survey, the
consulting firms ofHewitt & Asso-
ciates, George B. Buck & Co. and
Harris,Graham-were used.

Benefit and pension plan man-
agers interviewed agreed there is
negligible difference - in price
among the topactuarial firms. For
special projects requiring the tal-
ent of a partner.or director of the
firm, an hourly fee in the range of
$150 to $200 is common.

Other fees and services to large
corporate clients by leading actu-
arial consultants include annual
'pension plan evaluations for $600
to $750 and certification ofindivid-
ual retirees from $45 to $60.

The differences among the lead-

Risk Manalem€nt
S€rviceEs

ing actuaries are a matter of style
and staffing. the pension and bene-
fit experts said. They rate staffing
capabilities first among qualifica-
tions sought in an actuarial consul-
ting firm.

"The team who is assigned to
your company makes an awful lot
of difference 'among .actuarial
firms," Mr. Langlois said. "You run
into weak as well as good offices
among all the top firms.

"We looked at a lot of good firms
but their people were stretched too
thin," the benefit manager for a
Midwestern-based food processor
said.

His counterpart at a West Coast
manufacturing company agreed.
"The firm's staff could be out-
standing, but iftwo people are han-
dling 27 accounts, forget it."

It'simportanttoknowwhosome
cfan actuarial firm's other clients
are, according to Mr. Langlois.
"Ask several large corporations
who they use. Large companies ex-
pect their actuaries to be profes-
sional and that's what you want."

Getting a list of an actuary's for-
mer clients is also important. "If
you're considering hiring an actu-
arial firm, ask who's no longer a
client. Then call(the client)and ask
why," advised a Northern Califor-
nia benefits specialist.

A certain rapport is needed for a
uccessful relationship between
an actuarial firm and those whom
they service. "If a person is .bril-
liant, but comes off with a superior
attitude or is 6bnoxious, we
wouldn't use the firm," the bene-
fits specialist continued.

The success or failure of an en-
tire relationship with a consulting
firm can sometimes be -traced to
the personality o f the person han-
dling the account, a pension plan
manager:noted. "We changed con-
sultants for that very reason,"” he
added.

"l can tell pretty fast ifan actuary
knows what he's doing,"” said a re-
tirement plans manager on the
East Coast,-who is also a former
actuarial trainee. “ANd if he
doesn't, he better not come to my
office again.”

At U.S. Industries, however, Mr.
Langlois commented, "l can live
with anybody if they'll do the job
for me.”

An actuary's ability to communi-
cate in layman's terms is impor-
tant, another benefit manager
noted. "We require an individual
who's able to explain things to top

- management.”

Actuarial consulting- firms that
have staff in Washington, D.C., to
keep on top of pending legislation
in the pension and benefits areas
are given high ratings.

Time is another. important ele-
ment in a good working ielation-
ship with actuarial consultants.
The lag between requests for fig-
ures.and their delivery to pension
or benefit managers was the major
complaint of the dissatisfied.

-Ineed response capability,” Mr.
Langloissaid. "Ifa union walks out
over a benefit, | need an immediate
response.” He is satisfied with
the computer capabilities of the
mgjor actuarial consultants. "They
have run computers overnight for
us and gotten the figures to us the
Nnext day.,” he said. .

YEARS
EXPERIENCE
IN THE
GROUP
INSURANCE
INDUSTRY
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Now available to brokers and their

clients in the ATLANTA Ga. area

Call Group Manager LARRY F. NORDIN - (404) 233-5499

O- Ceniederation Li e

INSURANCE COMPANY

YEARS
EXPERIENCE
IN THE
LIFE
INSURANCE
INDUSTRY

SPECIALIZING IN SINGLE EMPLOYER GROUPS OF OVER 50 LIVES

ATLANTA GA.

(404) 233-5499
CHICAGO

(312) 263-5941

(617) 423-0330
LOS ANGELES

(213) 380-5800

PHILADELPHIA
(215) 564-2667
SAN FRANCISCO

(415) 781-2515

Po ution!

OCSLA 1978 (Outer Continental
Shelf Lands Act Amendment of

1978) - all overwater operators
having any property in U.S. wa-
ters are subject to this new act
andmustcomplyby September
1979. The Wetzel Company, inc.
has designed specific coverages
to comply with these new regu-

lations.

TheWetzel
Company, Inc.

3003 VWest Alabama
Mailing Address P.O. Box 66452
Houston, Texas 77006

Telephone: 713/523-3003
Telex: 76-2053

Only through agents/brokers/insurance companies

DETROIT
(313) 872-5583
SANTURCE P. R.

(809) 725-3715
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Captives

Crum & Forster Managers Corporation will
produce and underwrite for captive insurance
companies, whether managed by C&F or not.
Business will be generated through other C&F
iInsurance operations andwill provide
participants access to a portfolio that is

diversified both geographically and by class.
New York Insurance Exchange

Crum & Forster Managers Corporation will
manage and underwrite for syndicates formed
to participate in the operation of the New
York Insurance Exchange.

Facultative Reinsurance .."°*REX

Crum & Forster Managers Corporation will
manage and underwrite for non-C&F
companies, domestic and foreign, who wish to
participate in The Risk Exchange, Inc. or

6 6 REX," the new reinsurance system.

Crum & Forster Managers Corporation

a Crum and Forster company
110 William Street

New York, New York 10038

For more information, call lan Heap (212) 791-8422
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SHORT TERM
LIABILITY

Employe benefits

Resea rch group seeks

benefit-buyer support

Shows
Athletic Events

Trade Shows

WASHINGTON-Major corpo-
rations, some of whose employe

Conventions

Risk Manalencnt

Concerts Liquidators

benefit costs annually run into bil-

High Limits - Reasonable rates - Domestic Carriers

THE RICHARD -THOMAS AGENCY

1 Linden Place

Great Neck, New York 11021

516487-6584

Mr. Richard Sklover

lions ofdollars, are being soughtas
members of the recently formed
Employe Benefits Reseach Insti-
tute here.

EBRI, a benefit think tank or-
ganized last September by 13 em-
ploye benefit and actuarial con-
sulting firms, is seeking to expand
its membership. INn addition to
benefits managers, EBRI is look-
ing for other consultants, money
managers, insurance companies,
banks, law firms and accounting
firms to join the group.

SErVIiCES

Its founders hope the institute
will play a guiding role in the de-
velopment of future benefits and
future benefits legislation, accord-
ing to Dallas Salisbury, executive
director. The institute also plans to
publish results on research in the
employe benefits field and to be a
clearinghouse on employe benefits
research, he said.

To date, the institute has com-

piled a bibliography ofcurrent and
past pension research and has pre-

paredasummaryofwhatworkhas
been done in the field and where

additional research is needed.
EBRI will develop a plan of re-
search projects that it will sponsor
during the next 18 to 24 months,
Mr. Salisbury added.

Looking for
ways to conserve
working capital?

In addition, EBRI will partici-
pate in an international meeting on
pension plan terminations sched-
uled for late June in Washington.
Representatives of employe bene-
fit groups in West Germany, Fin-
land, Sweden, Japan and United
Kingdom will also participate.

To carry on its activities, its
members pay annual dues of
$25,000. The organization also of-
fers supporting membership, with
dues ranging from $2,500 to $12,000
depending upon corporate size,
and associate memberships on a
sliding scale of $1,000 to $10,000.

Through its activities, the insti-
tute hopes to "broaden public
knowledge about employe bene-
fits, promote employe benefits as a
means of strengthening free enter-
prise and encourage freedom ofac-
tion and choice in development of
benefit plans,” Mr. Salisbury said.

EBRI was an outgrowth of the
"Big Nine," an informal gathering
of chiefexecutives from nine inde-

f pendent employe benefit consult-
ing firms: George B. Buck, A.S.
Hansen, Hewitt Associates,
Kwasha Lipton, Martin E. Segal
Co., Meidinger Associates, Milli-
man & Robertson, Towers, Perrin,
Foster & Crosby and Wyatt Co.
These firms werejoined by Alex-

Today, with insurance costs becoming a major cash outlay,
more and more companies are finding it makes sense to finance
their premiums.

Don't overlook

ander & Alexander, Johnson &
Higgins, William M. Mercer and
Tillinghast, Nelson & Warren as
founders of EBRI. Fayez & Saro-
fim, a Houston-based money man-

premium financing.

This way they pay for insurance as they use it. The¥ conserve
their working capital. Open up an additional line of credit. And
improve their cash flow.

agement firm, joined earlier this
NS e —a v _ —

How aboutyourcompany? Can you find better uses for your cash
than pre-payingyour insurance? AFCO premiu-m financing can
be arranged quickly and easily-with payment plans tailored to
your special cash flow needs.

Fireman's Fund

buys new device

SAN FRANCISCO-Fireman's
Fund Insurance Cos. industrial hy-
giene laboratory services will use a

new computerized chemical analy-
sis device.

Youragentor broker can show you how to consolidate the
financing of all your risks with premium payments handled.
through one central office. Or how to arrange individual
financing for each of your locations. Arrangements can be made
for foreign locations, too.

P rem | um f| nan C| ng . Talk over the benefits of premium financing with your agent or

broker. Or contact us for an.explanatory booklet with an

ICS gOOd for example of how premium financing may help your cash flow.
. Paul M. Holland, Vice President-Marketing, AFCO,
your business.

The instrument, an automated
gas chromatograph-mass spectro-
meter, is used to analyze the chem-
icals in atmospheric and organic
samples collected in the field for
Fireman's Fund policyholders or
contract clients. It can complete in
minutes projects that otherwise
take days of tedious testing and re-
search, says Edward Ebersole, di-
rector of industrial hygiene.

Mr. Ebersole says the instrument
will be used principally to identify
pesticides or organic pollutants in
water and air, and for analysis of
combustion products of plastics,
amines, and nitrosamines found in
lubricating oils.

It will be operational in Au-
gust.

108 John Street, New York, New York 10038.

-3303
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Iran losses trigger foreign

By JOHN MAES

CHICAGO-The sudden and
swift political upheaval in Iran this
year, which cost multinationalcor-
porations millions of dollars in
losses, promises to spark more in-
terest in political risk analysis ser-
vices.

But demand for the services may
outstrip the supply.

The insurance industry cur
rently does only a limited amount
ofanalysis for firms investingover
seas and largely leaves companies
to do their own risk studies.

Insurers of foreign risks gather
information on conditions in other
countries, but mostly for their own
underwriting purposes, not as a
service to clients trying to decide
whether or not to venture abroad

"We get information on political
and economic conditions as part of
our underwriting facilities, but not

in an advisory capacity. That's not

our business,"” said Joseph

DeAlessandro, president of AIG's
National Union Fire Insurance Co

There may be some reliefin sight
for companies looking for risk
analysis services. There are signs
of enterprise in the field, both
within the insurance industry and
among private consulting firms.

Insurance Co. ofNorth America
(INA), for example, plans to begin
insuring overseas risks later this
yvear and will develop a political
risk analysis service through its
new subsidiary,” INAMIC, (INA
Multinational Investments & Con
tracts).

The company hopes to coordi
nate the service with the sale of its
insurance, said David Avasthi, ex
ecutive vp for the new firm. But
services may also be offered to
companies that don't purchase in
surance.

No method has been determined
yet for charging companies. It may
be on a fee basis or worked into the
premium structure, Mr. Avasthi

said.

Nationalization of assets and fa
cilities, inconvertability of assets
contract repudiations, embargoes
and damages due to war and civil
strife are generally acknowledged
as common multinational risks."A
lot of companies operating abroad
have not come to terms with these
risks, but we'll be advising them on
where these risks lie," said Mr
Avasthi.

The company will gather infor
mation on economic and political
conditions in various countries
through INA's banking and invest
ment affiliates abroad and will
commiSsion academics who spe-
cialize in foreign affairs. INAMIC
will keep an information bank and
will gather more detailed, specific
data for companies requesting it
he said.

Alexander & Alexander's sub
sidiary Anistics Inc. is also making
inroads into political risk analysis
Through its computer-fed "Delphi
analysis" system, Anistics can per-
form a political risk survey on a
foreign nation. The company can
gather information on political and
economic probabilities from
panels of experts acting as consul-
tants, said presidentPeter Densen.

So far, however, Anistics has not
been asked to perform such a sur-
vey. But Mr. Densen said interest
generated by the Iranian situation
will probably lead to requests.

"I'm not sure the public under-
stands these techniques can be
broughtto bear, but anytime some-
thing like this (Iran) happens,
everyone's more interested in it, at

least fcr a while,” he said.

Aiso entering the arena is a new
firm, International Political Sur-
veys (IPS) Inc. of Hartsdale, N.Y _,
formed in September 1978. Using

computer models and consultants,
the firn studies a nation's eco-

nomic and political climate in
varying degrees of detail according
to the clients wishes, said William
JDnes, director of marketing.

The company use: a research
technique developed 10 years ago
b¥ a pair of experts ‘vho head its

risk analyses

research, said Mr. Jones. Its field
consulting teams consist o f recog-
nized academics, a present or for-
mer government employe of the
nation being studied and one of its
nationals.

IPS publishes short and long re-

ports on five different countries
each month. The short and more
general reports cost $180 per year
and the more in-depth reports cost
$1,150 annually.

The reports forecast the proba-
bilities of regime changes and the
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outlook for political turmoil, he
said. "We've also put in what

should be the normally expected
rate of return on an investment.”

Other IPS services include cus-

tomized studies on a particular
country and Telephone consulting
for up-to-date in formation on a na-
tion, Mr. Jones said.

So far, IPS has built up a clien-
tele of small investment groups,

The

PELLY ssiysir

MCDOnalai

[PEPSII

Purolator

RANHE

insurance companies, libraries,
banks and corporations, many of
them in the Fortune 100, Mr. Jones
said.

The turmoil in Iran caused busi-
ness to "mushroom,"” he observed.
Some of the interest, he said, "is
just panic over front page news,
but there's been a dramatic spark
of interest in our service since the

Iranian thing.”
The Overseas Private Invest-

| —

Rockwell
international

ment Corp. (OPIC), the federal
agency that insures foreign invest-
ments, does a certain amount of
political risk analysis. But its effort
also is more of an underwriting
tool than a service, said Gerald
West, vp for insurance. "As under-
writers, we have to decide whether

or not to insure and if premiums
should be at a certain level.”

Effective analysis of a political

USBORAX

A MEMBER 0/ IMERTZ GROUP

XCOR

XCOR INTERNATIONAL INC.

risk can be performed within the
company itself, Mr. West said.
"Most risk managers with an MBA
degree are not likely to have taken
course work in international
topics, but business needs to de-
vote additional study to political
risk just as they do with other
kinds of risks. A lot of companies
just throw up their hands in frus-
tration and don't pay it proper ana-
lytical attention.”

Businesses using a consultant or
researcher for a political risk study
should be cautious, he counseled.
"Since Iran, the number of charla-
tan consultants that has arisen is
more numerous thanmn mushrooms

after a spring rain,"” he warned.

INn London, Julian G.Y. Rad-

cliffe, managing director of Invest-
ment Insurance International
(Managers) Ltd., also predicted that
more companies will seek political
risk services to avoid the losses
suffered by their multinational
counterparts during the lranian
turmoil. "This service will become
one day as important as the sprin-
kler and the fire engineer is to the
fire underwriter,"” he suggested.
Investment Insurance Interna-
tional, which specializes in bro-
kering insurance for overseas in-
vestments, plans to step up its ac-
tivity in political risk study for cli-
ents, but will steer clear of the
consultant's role in the field, Mr.

Radcliffe said. "VWe can never be

100% sure of what's going to hap-

— =e=—— m = _ —_—

Self-insurer

can recoup

part of loss

ELK GROVE VILLAGE, Ill.-
Self-insured corporations can now
tap the same salvage firm services
that insurance companies use to
dispose of damaged goods.

The Underwriters Salvage Co.
has set up a risk management ser-
vices department to work exclu-
sively with self-insured corpora-
tions and captive insurance com-
panies to appraise and dispose of
damaged properties.

The department was established
to serve the needs ofa surge ofcor-
porations with high self-insured
retentions who no longer turn over
their damaged properties to insur-

The need for the risk manage-
ment department arose -because
companies for the first time had to
dispose of their properties and

Risk Manaacrment

S€rviceEs

they didn't know how to do it," ex-
plained George Fram, branch man-
ager ofthe Chicago operations. "So
they came to us because we're the
experts in the field. We're con-
stantly in the salvage market and
we know where the goods can go."

Underwriters Salvage's working
relationship with a self-insured eli-
ent is the same as with an insur-
ance company. "We take over the
damaged property and dispose of
it in the salvage market for the
owner," said Mr. Fram.

Underwriters Salvage, owned by
a consortium of mEdor insurance
companies, keeps 10% of the gross
sale price the damaged goods
fetch in the salvage market as its
fee. INn addition, the self-insured
client reimburses Underwriters
Salvage for the expenses the sal-
vage company incurrs in disposing
of the goods.

Underwriters Salvage disposes
of property with a value of only a
few dollars to goods that are worth
millions of dollars. It will dispose
of raw materials as well as finished
goods. High-tension insulators,
fertilizers and grain damaged in
silo collapses are some ofthe more
unusual items Underwriters Sal-

vage has sold. -

New INA office

Insurance Company of North
America has opened a new service
office in Schaumburg, lll., to serve
the state.
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LOUISVILLE and BAIIIMORE

... have the Assurex combination. [f you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

RIGGS, COUNSELMAN,
MICHAELS & DOWNES, INC
100 Light Street
Baltimore, Maryland 21202
301-539-4535

NAHM, TURNER, VAUGHAN
AND LANDRUM. INC

29th Floor

First National Tower

Louisville, Kentucky 40202
502-389-6070

See our ad on page 6

Small firms lease

part-time risk execs

as cheaper option

By MARIE KRAKOW

PRINCETON JUNCTION, N.J.
-There's an alternative to hiring a
full-time risk manager or retaining
a consultant :o handle risk man-
agement

Rent a risk manager.

A handful of self~-employed,
multi-client risk managers around
the country work on a permanent,
but part-time, basis for several
companies or organizations.

Typically they have a contract
with each client that specifies a

BOILER XND ALWTHINERY
INSURXNCE PROI;LEAIN
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yearly salary broken into monthly
billings based on an estimated
number of hours or days to be
spent on that account.

Multi-client risk managers say
their technique works best for
small companies where the risk
management function is usually
handled as a minor sideline by a
financial officer or for organiza-
tions where thin executive admin-
istration makes it impractical to
hire a full-time risk manager.

Cost-conscious counties and
municipalities have lately begun
using multi-client risk managers,
notably in California, home of
Proposition 13. Los Angeles con-
sulting risk manager Gordon
Beamer, for instance, acts as risk
manager administrator for a group
of cities in Marin County, along
with loss prevention specialist Wil-
liam Shideler.

In Minnesota, 17 counties use the
services of Burdell Wessels, a for-
mer corporate risk manager who
set up his own multi-client risk
management company, Corporate
Risk Managers Inc., in the Minne-
apolis suburb of Eden Prairie.

Schools and other non-profit or-
ganizations have also used multi-
client risk managers. Butthe main-
stay of this specialized group is
corporate entities like contractors,
hotels, real estate firms, food sup-
pliers and manufacturers of prod-
ucts like luggage and x-ray equip-
ment.

Not all corporate users are neces-
sarily small, however. Gregory
York, former risk manager for
Northrop Corp. who recently set
up shop in Princeton, N.J., as a
consulting, multi-client risk man-
ager, currently has three Fortune
500 clients.

They can easily afford full-time
risk managers, Mr. York says, but
big companies use him to help
identify exposures and recom-
mend coverages at the least possi-
ble cost. This "rent-a-risk man-
ager" concept is justified for big
firms, he claims, because among
the Fortune 500 alonemorethan $1
billion is wasted annually on un-
necessary insurance premiums.

Mr. Wessels o f Minnesota
founded Corporate Risk Managers
after working for 10 years as risk
manager for Cargill Inc. and Inter-
national Multifoods.

He got the idea in 1973 when In-
ternational Multifoods was ac-
quiring outside companies and he
worked on the acquired firms' in-
surance problems. After that ex-
perience, Mr. Wessels said, "l
thought | could manage insurance
for a lotofcompanies whocouldn't
afford a full-time risk manager.”

With his associates Fred Moen, a
former insurance manager, and
Tauna Strohkirch, ARM, Mr. Wes-
sels serves 36 clients. He, Mr. Moen
and Ms. Strohkirch are"staffed up
like an insurance department,” he
says, and they work as a team for
some ofthe accountsand individu-
ally on others.

Not everyone who calls himselfa
multi-client risk manager offers
the same services or even means
the same thing.

Gordon Beamer and Gregory
York acknowledge that their work
falls under the general category of

Continued on page 52



Structured
Settlements

If someone begins to talk
about utilizing the
Structured Settlements”
approach, make sure they
are one of the people in
this photograph.

Structured Settlements”
is a trademark of Walker-
Sullivan Company* We
developed and have been
successfully applying
Structured Settlements”
services since 1973.

Structured Settlements™
is a proven, equitable and
cost effective method for
settlement of catastrophic
injury and wrongful death
cases. Our success is based
on thorough knowledge and
experience in creating
innovative benefit programs,
as well as providing on-the-

scene assistance as part of

our comprehensive service.

So, the next time some-
one begins to tell you about
utilizing the Structured
Settlements” approach,
make sure he is one of these
people. Neil Small,

Frank Barker, Ken Wells,
Paul Donlon, Len Blonder,
or Allan White.

Call us for more infor-
mation on the Structured
Settlements” system at
(800) 421-8667.

In California

call (213) 626-1000 or

(415) 829-2221.

Or write:

Structured Settlements™
“Walker-Sullivan Company,

Insurance Brokers

800 West Sixth Street
Los Angeles, CA 90017

STRUCTURED
SETTLEMENTS.
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BOSTON and BIRMINGHAM

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brikerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
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Call or Write:

McGRIFF & SEIBELS, INC.
2217 7th Avenue, South

Birmingham, Alabama 35233
205-252-9871

See our ad on page 6

Small firms lease...

Continued 3rom page 53
consulting. Other multi-client risk
managers staunchly insist that
theirs is a management role and
bristle at the suggestio n that they
are consultants.

Leonard Friedman of New York,
who was probably the first person
to definear-d popularize the multi-
clientriskmanagementtechnique,
is the mcst emphatic that his role is
to be a iona fide corporate risk
manager for each of h-s eight cli-
ents. He zoncedes there is a small
amount of consulting work in the
first phase of taking on a manage-
ment job because it usually in-
volves doing a survey for the pro-
spective ilient

Once Mr. Friedman has a client,
however, he works strictly out of
the clien:'s own office and is usu-
ally supplied with a secretary
and/or in -house staffto support the

«VWhen Kemlite
told me that their

frp panel just got
Factory Mutual's

approval, my ftrst
reaction was

Why tell me?, "

"But they explained what the approval
meant to me. It means we can now enjoy
the sanitation and durability of frp
paneling in our plant with a complete
peace of mind. Here's one frp that's been

* proven dramatically safer in a fire in
*. Factory Mutual's full-scale corner test.

| also found out that this panel has been
proven safe in so many different tests that
my insurance company might give me a
break on premiums. And we might not
have to install sprinklers. We're looking
into these possible savings right row."

You do the same. Look into Kemlite's
low smoke Fire-X Glasbord® penel.
Send for the brochure and samp;e. The

* , fact this panel is Factory Mutual approved
means something to you.

Low Smoke Fire-X Glasbord is a fiber glass reinforced plastic (frp) wall
panel that's tough and easy to clean. It's a popular paneling choice for

walls that take a lot of dirt and abuse, as in processing rooms, cold
storage areas, washrooms.

©1979 Kemlite Corporation

KEMLITE CORPORATION

Al ' d |4 P.O. Box 429, Joliet,lllinois 60434

Telephone: 815/725-1112 TWX: 910/633-1553

Factory Mutual System approved - Subject to the conditions of approval as described in FM Report J. I. 0C1A3. AM.

Glas'born R24. U.S. Pat. Off.

risk management function, he
stresses. "The whole trick is to be
inside,” Mr. Friedman said. "This
gets away from the feeling by man-
agement and other employes that
you're a vender and not part of the
team.”

His clients give him decision-
making authority, including the
authority to select brokers.

Critics of the rent-a-risk manager
concept complain that multi-client
risk managers are not given
enoughinformationabouteachcli-
ent and do not have enough
decision-making authority to oper-
ate effectively. "If anything, small
companies tend to dump every-
thing in your lap and to over-
delegate authority,” Mr. Friedman
countered.

The Risk & Insurance Manage-
ment Society, however, is not con-
vinced multi-client risk managers
are indeed risk managers. RIMS
recently formulated a policy that
will probably exclude many prac-
ticing multi-client risk managers
from RIMS membership.

"We just kicked a bunch of them
out,” declared Ron Judd, execu-
tive director of RIMS. The society
Nnow considers a multi-client risk
manager to be a consultant, and
therefore ineligible for RIMS
membership, unless a strict set of
criteria are met, he explained.

The multi-client risk manager
may work only from offices within
the client companies, for instance,
because RIMS considers any other
outside office to constitute the
headquarters for a consulting op-
eration. Additionally, each of the
risk manager's clients must be a
member company o f RIMS.

"I'm personally disappointed,”
Mr. Wessels said when told about
RIMS stern new policy that would
take away membership for people
like himself because they maintain
offices outside their clients’'. He
has been a RIMS member since
1965 and a past chapter director.

"RIMS should look at what our
duties are, not at how we're paid,"
he said.

Mr. Wessels and three other
multi-client risk managers have al-
ready banded together to form
their own club for sharing informa-
tion about their work.

Unlike RIMS, neither of the two
professional organizations for risk
management consultants has
taken any stance on multi-client
risk managers. "The subject has
never come up,” said both Mary
Lou Kirk of Crain, Langner & Co.,
the president of the Insurance
Consultants Society, and Peter
Norman of P.D. Norman Associ-
ates Ltd., president of the Insti-
tute of Risk Management Consul-
tants.

Consultants, however, express
reservations about the specialty.

Most IRMC members try to con-
vince their clients to hire or to be-
come their own full-time risk man-
agers, since outsiders are fre-
quently not given enough inside
information to function effec-
tively, said Mr. Norman. If a multi-
client risk manager does get full
information for each client, it
could lead to administrative diffi-
culties, he suggested. "l pity the
poor fellow who has to keep all the
data in his head for four or five
companies.”

There's an ethical problem, says
another IRMC member, Charles
Tagman of the Boston-based
George Betterley Consulting
Group. If the client company is
successful, the multi-client risk
manager will probably have to
phase himself out o f his job as the
need for a full-time risk manager
grows, he suggests. He questions
whether a consulting risk manager
would be willing to do this since it

would cost him his business. -



In our business, too,

it takes mc)rethan blHvado to make a star.

You have to be bold to get out
there and create a stin But you'd better be con-
sistently good at what you do if you want to keep
them coming back.

In over forty years in the insur-
ance business, we've developed the expertise
that gives creativity its powen The result has

been recognition of our name and respect for our
ideas the world oven

So when Schinnerer & Co. comes

up with a new product, brokers know what's
behind it. Years of international experience in
which stability has figured as prominently as
innovation. Thoroughly worked-out programs for
prevention of loss. An intricate network of re-
search, analysis and professional application that
keeps us responsive to the subtlest changes.

Up until recently, we've been a
quiet presence in the marketplace. But we're
stepping out into a few more spotlights now, and
you're going to get used to seeing our name.
Whenever you do, you can expect an accom-
plished performance.

VKtor Q

Sthinneter

&Compary Inc.
5028 Wisconsin Avenue, N.W.
Washington, D.C. 20016
(202) 686-2850



MEMO FROM
MARSH & McLENNAN

The explosion In
Workers' Compensation costs
What can you do about it?

One of the biggest prob-
lems facing every company to-
day is how to control the rapid
growth in Workers' Compensa-

tion claims and costs. The rate

of growth has been faster than
the rate of inflation.

Since 1970, for example,
the maximum weekly payout

for permanent total injury
climbed 293% in California;

299% in Minnesota; 378% in

Pennsylvania; and a staggering
465% in lllinois.

Result: premiums keep
climbing. Some companies
even consider themselves lucky
if they're paying only double
what they were just three or
four years ago for Workers'
Compensation coverage.

But that's just part of it.

The administrative work in

handling claims takes time and
adds still more to total Workers'
Compensation costs.

If present trends continue,
the burden on employers will
continue to grow. New regula-
tions and reinterpretations of



existing regulations are mak-
ing beneftts to workers increas-
ingly generous. Also, new kinds
of disabilities such as "cumula-
tive trauma" are being added to
the list of disabilities that qual-
ify for benefits. An example is a
former federal employee's claim
for illness brought about by ex-
posure to cigarette smoke dur-
ing working hours.

That's why many compa-
nies turn to Marsh & MeLennan
for help and answers. We han-
dle more Workers' Compensa-
tion insurance than any other
broker. We can help most com-

panies develop programs to
reduce accidents and claims.

Get new insights, learn
about alternatives.

Did you know, for example,
that the premiums your com-
pany pays can be adjusted to
coincide with your cash flow
requirements?

Or that ifyour company's
losses are lower than your
industry's average, a "loss sen-
sitive" program can be designed
so that you're not penalized for
other companies' experience.

Our claims specialists are
prepared to audit your claim
files, review loss reserves, and
suggest adjustments, if
needed. We'll even act as your
corporate claims manager in
adjusting and settling claims.

We can help you self-insure
and, if you are already self-

insured, obtain excess liability
at the best cost.

Al closer look at loss control.

Common sense tells you
that one of the best ways to
control the cost of Workers'
Compensation is to control
losses. That calls for a thorough

evaluation of your premises to
remove hazardous conditions

that could lead to losses.

Sounds easy, but watch
out. Hazards such as loose car-

peting are easy to spot. Others,
such as effluents in the atmo-

sphere, aren't. In many cases it

takes a highly trained eye and
special equipment to ferret out
the dangers.

That's where we, at Marsh
& MelLennan, can help.

We'll conduct a complete
evaluation of your premises. We
can even arrange an evaluation
of water supplies, noise levels,
and the air you breathe. You'll
learn if hazards exist, what

they are, and steps you can
take to eliminate them. These
findings can be real eyeopeners
-and a big step forward in
reducing claims that increase
costs.

Still more: ifyou want, we
will also develop an employee
safety training program geared
especially to your company's
specific needs.

At Marsh & MeLennan, we
believe that the rising cost of
Workers' Compensation can be
controlled with the right risk
management strategy. Let us
prove it, starting with a com-
prehensive evaluation of your
present program and claims
history. We can also evaluate
your present facilities to see if
they meet environmental

standards.

Contact Marsh & MelLennan.

We have more than 80 offices

Marsh &
M5Lennan

to give you local service
throughout the U.S.

For more information,
write to: Marsh & McLennan,

Incorporated, Dept. 900 Bl,

1221 Auenue Qf the Americas,
New York, New York 10020.

Marsh & McLennank experts custom-tailor

Workers' Compensation programs to suit your
companykspectfic needs.

© 1979, Marsh & McLennan, Incorporated
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Workers study la-

to learn to foresee

prod uct liability risk

By KATHRYN J. McINTYRE

DETROIT-"Nice job," the con-
veyer builders thought of their
work at an auto plant near here-
except :hat the newly installed
conveyer created a safety hazard.

Positioned just five feet off the
ground, the conveyer presented an
obstacle course to workers on
route to the rest room on the other
side cfthe c onveyer system. Wind-
ing his way through the maze, a

worker could crack a skull on the

con:-eye and theconveyer makers

Risk Manalen€nt
S€rviceE€s

could get sued for product liability.
Move the rest room or build a
walkway over the conveyer, the

conveyer makers suggested to the
auto maker.

The walkway was built.

A few years ago, the companies
building such conveyers wouldn't
have even thought ofrecommend-
ing the safety precaution. Their
new safety awareness, the compa-
nies say, is the result of hiring
American Legal Forum to teach

their employes about liability and

how it can be avoided and
managed.
"Foreseeability-that's what

we're trying to do," says Michael
Gaskin, president of Taylor &
Gaskin Inc. in Detroit, manufac-
turers of the conveyer system.

"American Legal Forum wants
us to think about liability,"” adds
Geri Martucci, chairman of the
product safety committee at Broad
Corp., the construction company
that was on the conveyer job with
Taylor & Gaskin.

For $9,000 a year, American Le-
gal Forum will send liability ex-
perts to a company to lecture
monthly to employes about the
theory of liability, a corporation’'s
responsibility to produce safe
products and how a manufacturer
of safe products has little to fear in
court.

American Legal Forum also of-
fers hospitals a prescription for
controlling their medical malprac-
tice liability exposure, at a cost of
about $19,500 a year.

"Our underlying philosophy,”
explains American Legal Forum
president Larry Brenner, "is that
people who understand the law
and are dedicated to quality o fcare
or product can be motivated to
treat people or make products to
reduce risk.

"It's a somewhat different ap-
proach to risk management,” he
says, aimed at heightening aware-
ness and to change attitudes that

can compound liability problems.

"People become so cynical
about the law and perceive no rela-
tionship between what they do and
product liability or medical mal-
practice," says Mr. Brenner, an at-
torney.

Mr. Gaskin of Taylor & Gaskin
realized there was an attitude prob-
lem at his company in 1977.
Saddled with a $200,000 product li-
ability premium, compared with
$7,700 the year before, the presi-
dent had decided to go bare rather
than pay those prices for a com-
pany with a projected $10 million
in 1977 sales.

"But | had a kind of gnawing
feeling in my stomach about being
sued,” he recalls. "And people in
general in industry and my people
in particular were frustrated by
what they thought they could do to
make a company more defendable.

. .The pervasive attitude was that
no matter what we do, no matter
how safe our product was, if we
were sued we were going to get
stuck with it.”

Mr. Gaskin confided in Mr. Bren-
ner, an acquaintance in a private
law practice, about these concerns,
prompting Mr. Brenner to suggest
that the employes attend a seminar
to talk about liability issues and
cases and "to convince them there



are things they can do," said Mr.
Gaskin.

The lu-hour lectures started in
December 1977, attended by de-
partment heads, shop and field peo-
ple and employes from sales and
purchasing.

Now, only 18 months later, Mr.
Gaskin proudly tells the story of
the conveyer installation at the
auto maker's plant to illustrate
how his employes' attitudes are
different thanks to American Le-
galForum. Asafetycommitteewas
also organized, which inspects the
company's product when in-
stalled, and the quality control
staffwasexpandedatthecompany
with now $20 million in sales.

"We give our customers safer
products and it also puts us in a
more defensible position," says
Mr. Gaskin.

At Broad Corp., where American
Legal Forum has been lecturing
for almost a year to a wide range of
employes, similar results are evi-
dent. "Our employes know the
company wants our products to be
safe-to make a profit at no one's
expense," says Ms. Martucci, divi-
sion manager of the program ma-
chine system division.

At one job, Broad Corp. has put
steel on a roof, makingthe roofinto
a work area when it never had been
one. "But there were no handrails,
so we told the company they
needed handrails or signs or some-
thing to warn workers. That's no-
where near the full scope of our
work, but when we see hazards we
warn customers," said Ms. Mar-
tucci

Ninety-nine percent o f the time,
customers welcome the safety sug-
gestions and cooperate, Ms. Mar-
tucci noted. Once, however, Broad
Corp. recommended that a plant
designate a conveyer area a hard
hat area. But the company argued
that the whole place was so unsafe
that if signs were put up in one
area, the union would want them
everywhere.

Both Taylor & Gaskin and Broad
Corp. are insured through the Ber-
muda insurer NAMIC (North
American Manufacturers Insur-
ancecCo. Ltd.), formed bymembers
ofthe Conveyer EquipmentManu-
facturersAssn. Thetwocompanies
are recommending that other
NAMIC members hire American
Legal Forum, too.

American Legal Forum's lecture
series for employes from all areas
of a company begins with a history
of the theory of liability. "We first
get them to perceive that the law
isn't their enemy and get them to
see they can use it to their advan-
tage,

explains Mr. Brenner.
"Then we get them to under-
stand the consequences of their
acts: foreseeability-to look at the
product and see what it could do to
injure people. We relate that activ-
ity to an improved corporate im-
age,- one devoted to standards,
which makes a better company.”

Discussions continue, says Mr.
Brenner, around the themes of
"law, justice and equity, that a
quality product is a morally right
goal and how the courts don't pun-
ish companies that make quality
products.”

The lecture series can run six to
18 months, monthly or semi-
monthly. Special sessions exam-
ine court cases related to a
company's product.

The result is hopefully not only
changed attitudes, but also altered
practices, such as setting up prod-
uct safety committees as Taylor &
Gaskin and Broad Corp. did.

"We teach the committee how to
review products and how to docu-
ment what they are doing to show

good faith,” says Mr. Brenner.

In hospitals, American Legal Fo-
rum strives for the same"behavior
modification,” but it also elimi-
Nnates the traditional incident re-
ports and adds a "data system."”

Incident reports, in which doc-

tors and nurses report any inci-
dents outside the realm of stan-
dard treatment and results, " pick
up only 8.5% of all compensable
events," says Mr. Brenner.

Instead, American Legal Forum
has devised a concurrent review
system plugged into a hospital's
professional standards review or-
ganization (PSRO), which usually
only focuses on cost control.

The system calls for review of all
patients' charts while they are in
the hospital to identify possible

compensable events. 'If they find
a patient with a compensable
event,
immediately-such as waiving the

steps can be taken

hospital bill-to cut costs ofthe in-
cident,” says Mr. Brenner.

The reviewers' findings are also
plugged into a computer, assuring
there will be constant monitoring
of recurring problems.

American Legal Forum recently
signed a one-year ccntract with
AIG Risk Management to provide

these services to AIGRM clients.-
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Although the concept of loss control is
universally accepted, in practice it often
fails to receive adequate attention. But

when loss control programs are profes-

sionally planned and managed, major cost
reductions can be achieved.

A brief review by INA of an insurance
topic of interest to business executives.

Among the nation’s numer-
ous plants producing synthetic
rubber, one in Louisiana has an

unusual distinction. The acci--

dent rate at this plant was 85%
lower in 1978 than the most re-
cent national average for all

plants in its industry, while the -

severity of those accidents that
did occur, measured in terms of
lost work days, was only 11% of
the national average. |
Was the plant just lucky?

Not likely. Behind the statistics

is an impressive story of dedica-
tion to loss control — specifically
to safety measures that protect
employees from injury and their
employer from financial loss.

In every category of risk to-
day, loss control is becoming a
professional discipline. In addi-
tion to occupational safety and
health, it is being applied suc-
cessfully to all kinds of property
risks and to liability exposures in
general, including such high-
risk areas as product safety and

medical malpractice.
Taking infinite pains

Loss control has been said to
consist largely of an infinite ca-
pacity for taking pains. It is true
that a successful program is
usually made up of thousands of
details, each perhaps seemingly
insignificant. Is the control valve
on the water pipe for the
sprinkler system kept open? Are
the warning lights on a lift truck
in operation? Has a new em-
ployee had a hearing examina-
tion? Should a guard rail be in-
stalled around a conveyor belt?

If such details are to be of
concern to personnel throughout
an organization, that concern
must originate at the top, with
management itself, and must be
steadily maintained. The indis-
pensable ingredient in successful
loss control, specialists agree, is
management-commitment.

Most loss control programs
start with a review of operations
and the identification of actual




and potential hazards. Then

goals are set up and comprehen-
sive counteraction is initiated

and monitored. Data is collected

on all losses incurred and the re-

sults compared with earlier ex-
perience. At the synthetic rub-
ber plant that achieved an excep-
tional record in occupational
safety, all of these elements are
incorporated ; n the plant loss
control program.

For example, employee
training is stressed. All supervi-
sors are required to take a course
in safety given by a safety engi-
neer. Every new employee gets
an overall safety orientation, fol-
lowed by individual job safety
instructions.

Active participation in the
safety program is required at all
levels. Each month, the safety
engineer meets with a central
safety committee made up of the
seven top operating officials of
the plant. Following that meet-
ing, each department head con-
ducts a departmental meeting
with his supervisors.

In turn, the supervisors meet
weekly with their work crews to
discuss safety problems and take

whatever action maybe necessary.
Inspections, inspections

No day goes by without its
share of inspections to determine
whether rules are being followed
and safe conditions maintained.
Each supervisor makes a daily
informal housekeeping inspec-
tion, with observations and the
corrective actions taken reported
by memorandum tO the depart-
ment involved. Every week, for-
mal inspection tours of each de-
partment are conducted by
groups of hourly employees who
work there. Every month, in-
dividual members of the safety
department scrutinize all opera-
tions throughout the plant. And
every quarter, the same kind of
intensive examination is made
by groups of salaried personnel
in each department.

Thus all plant personnel,
from the plant manager on
down, take a direct, first-hand

interest in seeing that loss con-

trol works.

And now, the payoff

In addition to the purely hu-
man benefits deriving from an

An industry committed to loss control

One example of the results
attainable through loss control
is provided by the U.S. airlines. By

adhering to their own rigorous safety
procedures, in addition to those called
for by government regulations, the
airlines have achieved steady reduc-
tions in their long-term accident ratios
and have compiled an outstandin6
safety record.

effective loss control program,
the economic rewards can also be
impressive. Every dollar gained
through loss prevention goes
straight to the bottom line.

Moreover, when loss control
results in demonstrably lower
risks, insurance premiums are
also likely to be lower.

INA has been a major factor
in the success of numerous loss
control programs as part of its
insurance operations. And ESIS,
an affiliate, provides loss control
and other services to companies
with self-insurance programs, as
well as sponsoring the Interna-
tional Safety Academy.

—— e

The Insurance Company of
North America was founded in
1792 in Independence Hall, Phil-
adelphia. Today it is the largest
component ofINA Corporation's

international network of insur-

ance and financial service com-

panies. In property and casualty
insurance and risk management
services, life and group insur-
ance, health care management,
and investment banking, INA
and its affiliated companies offer
a unique combination of prod-
ucts and services to business and
industry around the world.

INA insurance products and
services are available through se-

lected independent agents and
brokers. For an informative

booklet on current trends in loss
control, write INA, 1600 Arch
Street, Philadelphia, Pa. 19101.

INA

The Professionals



“dN0JL) DUDINSUL-BY UDILIBIY By} & AUDAWOD laquualt b - Aupdiio?) BUDINSU| SS8IX UDILBuny

10£6-74S (S1Z) 9016l °d 9€9€-85% (Z1€)
‘'o1yd|apojiyd ‘184S INU|BM 01§ @1pnbg 8duspuadapu) 90909 ‘||t ‘'0BDIYD ‘DAL JONIDMA YINOS (6|
"Pd 9 DNI 'RATHOYE FY-WV :4204u03 ‘DlupAASUUDG U| 1140 DINT SHINOHE JH-WW 110D4U0D ‘Sioulji] uj
90001 ‘A'N {104 mey ‘DIpjd Apeqiy | COF1-69Z (Z1Z) GE00L “A'N MIOA MBN
Auodwo) 8dupinsu) ssa3x3 UDdLIBLIY $9914S LIDI||IM 001 :Y2uDIg HJOA MaN

ssam N VJ' ua WVauoz SpD.| 9314 YJOA MN Y}

u1 pup apimA1uNod paaosddo Jo pasuadi| S| $$89X3 UDJLIBWY "S18)0.q Saul|
snjdins pup s18>0.1q 82UDJINSUI [DIDIBUWIIOD YBNOoUIY} PajaXyIpW ‘S§oD14

-0 jdussnupw pup s18Ap| Ja4nq pup Aj1opdod ‘swniboud y|s :4anpouy ay]
‘ "S$HSHJ [DDIBWIWOD
JO spaau d1y10ads ayy j9sw o} swpiboud jo ubisep ayj ul §SISSO 0} BNUUOD
[lIM pup spY Yaiym Builumispun aaioAcuul Ul pasuaiiadxa Buo| siapum
~5pUN 4O oIS O Y dn pajooy st 4 'ANVAWOD IDNVANSNI-IY N¥DI¥IWY

J0 AIDIPISQNS D SD ‘JNQ° * "SBA ¢WDU M3U D **§SFIXI NVDINIWY

£ 1
| 1

-
!
i
i
|
3

N X ¥ x-x ¥ X3
e e
_ R Es R

$SIO0X3I NVOIdIWY

12NA0Yd ALAYNO V 139 NOA™ "S1¥3dX3 40
SANYH IHL NI SI00L LHOIH FHL LNd NOA NIHM




PE SPECTIVE

Buyer demands meld

functions of brokers

and risk consultants

By Robert Hughes

6 6 ]li QW.MUCHWQQR, cauld.awo0ds

chuck wood?"

The answer to this old children's question
is probably a lot simpler than the answers to
some of the questions that are being pro-
pounded in the turmoil surroundingthe role
of consultancy and the consultants in the
insurance and risk management market-
place. The controversy has raged for years
and has swung all the way from genuine
concern to ludicrous allegations.

The insurance consultant of yesteryear
(yesteryear being within the last 20 years),
when finding himself involved in almost
continual conflict, often took comfort in the
thought that eventually (eventually being
about 1980) risk management consultancy
would have reached a high state of profes-
sionalism and everyone would finally recog-

nize who he is and what he does.

Surprise, surprise! The controversy ra-

Robert Hughes has been a risk manage-
ment consultant since 1972, and has re-
cently established his own firm, Robert
Hughes Associates Inc. in Dallas. Before
that he was an insurance agent with his
own firm for 12 years after receiving a
degree in insurance from Southern
Methodist University.

geth still.

The controversy, from the consultant's
point of view, was fanned a number ofyears
ago when major insurance brokerage firms
began to call themselves consultants and, of
all things, provide services similar to those
offered by consultants on a fee basis.

"Foul!” cried the consulting industry.
"One cannot wear a consultant's hat while
wearing an insurance salesman's hat." This
matter has been lustily debated over a num-
ber of years. The parties to the debate range
all the way from those consultants, whose
pristine disdain of sales activities almost
prevent them from selling even their own
services, to cavalier insurance agents who
make no bones about the fact that "risk
management"” and "consultancy" are only
words used to disguise insurance sales ac-

tivities.

Consultant debate

The debate in consulting ranks took on an
aspect similar to the religious quarreling in
the first part of this century which produced
a proliferation of religious sects in the U.S.
"Should a consultant work for an insurance
agent?" "Should a consultant report to an
insurance agent?” The rift in consulting cir-
cles (fueled by personality conflicts) resul-
ted in the schism of the small fraternity into
two even smaller professional societies.

Meanwhile, the giant insurance industry
approached the problem with its time-
honored trial and error method. National
brokerage houses found their entries into
the consulting business met with varying
degrees o f success. Many good professional
brokers found themselves genuinely un-
comfortable with a fee-basis arrangement.
In order to avoid this, separate consulting
entities were set up, but they then found
themselves, in many cases, precluded from
recommending self-insurance or other
mechanisms which reduced the premium
dollars to their parent corporations.

Meantime, in the late '60s and early '7Os
the stewpot continued to boil. Insurance
agents and brokers found themselves under
increasing pressure from their clients to
provide objective advice. Major commercial
clients began to flee in astounding numbers

Practical loss control

By Robert A. Wilson
CPCU, ARM

A HANY PLANTOWNERS and staffengi-
1V1 neers are regularly besieged by their
insurance companies to improve plant
safety and equipment maintenance. They
want you to either guard yourmachines bet-
ter or sprinkle the plantor. . . ..! It seems at
times that there is no end to their requests.

This may be because the insurance com-
pany's loss control engineer o ften lives in an
"ivory tower" atmosphere, untouched by
the real world in whichyou live and operate.
He simply wants to reduce the possibility of
a loss as much as possible without regard to
your costs or the benefits you may receive.
You, on the other hand, may simply prefer
not to make any changes at all, particularly
if they are expensive changes.

There is, fortunately, a happy medium, a
way in which a reasonable compromise can
be reached. In the process, you should also
be able to negotiate reductions in your in-
surance premiums for the current year and
future years.

Robert A. Wilson is an independent risk-
management consuttant with Corporate
Risk Management Inc. in Hinsdate, Ill.

Here are the major areas ofrecommenda-
tions in which an insurance company may
request or even insist on action on your part,
and the benefits you should receive if you
comply with the recommendations:

. Control of Fires-Loss control recom-
mendations ask that you install adequate
fire extinguishers, generally one 242 gallon
class A" fire extinguisher for every 3000
square feet ofplant area. The cost ofcompli-
ance is relatively minor. This will result in a
5% reduction in your building and contents
rates'. VWe believe that this is a realistic rec-
ommendation, but rarely is it ever a manda-
tory item.

A second loss control recommendation is
that you install approved, self-closing fire
doors where new and effective fire walls can
be created. If a true fire division can be
created, the obvious advantage is to sub-
stantially reduce the possibility of a total
loss by confining the fire to alimited area. In
addition, depending on the construction of
the building, there could be a significant re-
duction in your fire rate. This is normally a
sound investment, but not always insisted
on by the loss control engineer.

A third loss control recommendation
might be to install an automatic sprinkler
system. In many cases the major expendi-
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Consultant

to the haven of captive insurance compa-
nies. Corporate risk management positions
began to creep up the corporate ladder and
with the increase of status came a corre-
sponding increase in number and expertise.
Aggressive, forward-thinking consulting
firms became increasingly frustrated with
the inability of their clients to implement
their recommendations through normal

channels.

IS realistic,

ture for a system can be amortized in three
to six years, depending on building con-
struction, building and contents values and
the type of manufacturing process con-
ducted atthe plant. We suggestyou consider
a variety ofother factors ifthe premium sav-
ings period required to amortize the ex-
pense is greater than six years.

The other benefit o f a sprinkler system is
the substantial reduction in the possibility
of a major fire loss. Conversely, the disad-
vantage is you now have the possibility of a
loss caused by the accidental discharge of
water, commonly known as "sprinklerleak-
age"” and, of course, frozen pipes.

These problems can, of course, be re-
duced to a minimum and insurance pur-
chased at a relatively low premium.

. Workers Compensation-An entire
book could be written.on the many recom-
mendations (sound and unsound) that we
have seen over the years. A few ofthe more
common items are:

Install enclosure or barrier guards for
punch presses, drill presses, saws and other
power equipment as may be required in
each individual case. Obviously you will re-
duce the possibility of an employe injury.
This in turn will result in fewer injuries and

a long term reduction in your workers com-

By now, the agent-broker and/or consul-
tant who 20 years ago felt the 1980s would
herald a new era ofclarity and understand-
ing must be completely paranoid. "Where is
it all going?" "What does my client expect
me to be?" "Will the buyers become sellers
and sellers become buyers?" "Will the cow
jump over the moon?"

What will eventually happen in the insur-

Continued on page 65

thrifty

pensation premium. In addition, since there
will be fewer injuries, you will have less shut
down time or work stoppage by the injured
employe and those employes in the general
area that stop to help or simply observe. The
insurance companies have generally in-
sisted on the installation of guards if the
equipment can cause major injuries.

Provide personal protection devices for
all employes. This may include safety
glasses, ear plugs, safety shoes and hard
hats. The obvious benefit is the elimination
of a wide variety of injuries to employes
caused by metal chips in the eye, ear dam-
age and injury caused by falling objects. In
addition to the long term reduction in your
workers compensation premium, you will
be in a better position to comply with the
requirements of the Occupation & Safety
Hazard Act of 1974. We believe these items
are essential in most plants.

Assuming that you have a generally ac-
ceptable paint spray booth, here are the
usual recommendations you will encounter:
Properly ventilate the booth; protect the
sprinkler head by covering it with tissue pa-
per and change the paper weekly; install
explosion-proof light fixtures on all fixtures
within 20 feet ofthe booth; and provide face
masks for operators. The recommendations

Continued on page 65
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Health care should

match your needs
for peak efficiency

By Michael Gallagher tals to actively involve its surrounding com-
munity in preventive medicine Conse-
CCUPATIONAL HEALTH services, an quently, one company diminished the time
O industrial health care program at Swe- loss usually needed for a blood testing by
dishAmerican Hospital in Rockford, Ill, of- 75% Federal regulations required that com-
fers Industry a modern alternative to the of- pany to schedule 60 of its employes for an-
tentimes confusing choice of medical and nual blood tests for detection of possible
health care services radiation overexposure The procedure for-
Created in June 1977 to serve the employ- merly meant commuting to and from the
ment community of Northern lllinois, OHS hospital for taking the test, a loss of more
functions as a "triage" system by matching than 60 man-hours However, OHS nurses
various employer needs to existing health scheduled appointments and collected the
care resources, including generallsts and blood samples at the plant Each employe
specialists from a wide range of medical lost only 15 minutes, for a total loss of 15
fields It's designed to foster complemen- hours
tary services rather than competing ones
OHS services are multifaceted providing
care for occupational indJuries and diseases,

aiding employe placements according to

OSHA laws

Stricter federal OSHA laws and higher at their onset Thus, Job assignments are

Occupational Health Services aids employ-
ers in placing workers based on their physi-
ATf.—impl.## cal and mental capabilities, in addition to
providing specific testing and care of em-
ployes required by the employer. Testing
time can be reduced by performing the tests
at the work site after
scheduling appoint-
ments during times
convenient to the em-

ployer.

Photos Swedish,Ameriean Hospital

-17

**4.54..

screening tests for new employes in order to viding comprehensive occupational
detect health problems-or potential ones- health program for their client firms

OHS functions as a health care delivery

physical, mental and emotional capabillties, health care bills and insurance premiums more appropriate and employes are more 'brokerage house' There are needs that

guarding against hearing loss caused by ex- have forced many companies to re-evaluate attuned to their health status

cessive noise levels with its hearing conser- their medical services Nationally, one in-
vation program, and treating those who suf- jury occurs every three minutes Each year
fer from chronic pam m the pain chnic are a nearly $18 billion is spent to compensate
few examples o f the varied health care ser- these work indJunes, m addition to Social Se-
vices available through OHS

must be met and OHS can provide the peo-
ple and resources to service those varied
needs One of those needs involves treating
patients who complain of chronic pain This
OHS is efficient from an administrative not only disturbs the work of peers, but the

Centralized

curity and welfare benefits that must be perspective as well as a medical one The pain results in frequent work breaks and

SwedishAmerican isoneofthe first hospi- supplied to the workers On the other hand, centralized system allows employers to deal asking co-workers to take over simple tasks

preventive medicme alleviates such costs, with Just one source, telephone number and

Such cases are not rare Sometimes,

Michael Gallagher has been with Swedish- because healthy employes are less of an in- place of billing Corporations in need o f months after an injury 15 sustained, patients

Amencan Hospitalfornineyears,and is up- surance claim risk

operations He was formerly administrative
director

large-scale medical care find the system still experience pain Yet, because the injury

Another preventive measure is to have very practical, as do physicians who may has long since healed and no evidence of
employers scheduling pre-placement utilize many OHS support services in pro-

Continued on page 64

Big fire risks demand heat/smoke vents

By Edward S. Naidus

HE LARGE LOSS at the Ford Motor
Co warehouse in Cologne, Germany,
brings into focus for risk managers a prob-
lem that might otherwisebelesssharply un-
derlined in a less dramatic situation
The warehouse in question was obviously '
improperly utilized from a fire protection
point of view The sprinkler system was no
longer adequate for the type and quantity o f 4
combustibles There had been no alteration
either in the spacing ofthe contents or in the
size or rating of the sprmklers
There is a reference in the article by Cyn- a1, A—- -1 ¥
thia M Shalerand Marion S Snow (BI, April
2) describing the fire situation to "smoke
pouring from the roof vents " It should be
pointed out that these roof vents were actu-
ally power exhaust fans and not conven-
tional thermally-activated fire vents There

- systems do not deserve our greatest respect
—S p€a kl n d o u t— and admiration for the effective Job that
they do in controlling the growth o f fires and
A review of the FM study indicates that avoiding catastrophes Our concern, how-
automatic heat and smoke vents are particu- ever, is with the very common and fairly
larly valuable m large fires, an opinion ofthe destructive fires which have taken place be-
manufacturers of vents as well It is our be- cause of some defect in the sprinkler system
lie f that m a well designed, well maintained (arismg from one or more factors, such as
and supervised automatic sprinkler situa- original design, the rating of the sprinkler
tion, the automatic heat and smoke vents heads, a deficiency in water supply, neglect,
will rarely be called upon to function The vandalism or arson) All ofthese factors are
reason for this is that a fire that will activate well recognized by professionals in the in-
only up to four sprinklers usually is small surance field and are associated primarily
enough to be controlled by them and it is a with human failure
rare event that such a fire will activate the It is our view that an appropriately de-
conventional flre vents signed automatic fire system would have
limited the losses in many fires, including
the Ford fire, by providing the normal func-

Sprinklers

tions of a vent in these circumstances A
However, when we examinethe fastgrow- great deal o f the heatand smoke would have
ing and large loss potential fire, invariably been ellminated early m the growth o f this

were skylights on the roof as well, but these Sprinkler systems can be under-de- larger number of sprinklers are involved fire This would provide two benefits

were glazed with a fiberglas panel that Signed and under-perform in large fire sit- This gives rise to the conclusion that the . The heat that might cause damage and
would not respond to the heat of a fire uations, says Edward S. Naidus, APC sprinkler system was under-designed or spread of the fire would be harmlessly
quickly enough to provide an opening for Corp. chairman. under-performing for the fire hazard This is vented through the roof The smoke that
venting the heat and smoke the kind of incident that can occur readily, would prevent effective attack of the fire at

Nowhere in the analysis by the authors is found that a substantial amount of the heat as the Ford Motor Co catastrophe demon- its base would be lifted substantially and
there any discussion of the protection flaw as well as the obscuring effect of smoke strates, when the occupancy changes with- most of it actually vented through the roof
that appears obvious because ofthe absence could be eliminated through the roof by ap- out appropriate changes m the protection
of automatic heat and smoke vents in the propriately sized and located vents The re- system

roof

= The column of smoke emanating through
a vent under such circumstances would pro-
sult of this work and other experience gave The advantage of having automatic fire vide the oncoming fire fighting personnel a
rise to NFPA #204, a guide for automatic vents in the roof, however, is thattheirfunc- direct clue as to where the intensity of the
heat and smoke vents tion remains constant in relation to the area fire was greatest

About 1974, during a period in which Fae- rather than as a function o f the Increase in

The use of automatic heat and smoke tory Mutual and others were active in con- the amount of combustibles It should be
vents in a serious way dates back to the fa- ducting rack storage tests with sprinklersof clear even to the over-zealous insurance
mous General 1Vlotors (Lavonia) fire in various design and rating some ofthe ob- salesman thatthe use ofautomatic heat and We believe that a disservice is being per-
which the lack of roof venting prevented servers ofthese tests came to the conclusion smoke vents represents an important pro- formed for the risk management commu-
any fire fighting control due to the high that even though no roofvents were present tection back-up to high value occupancies nity by certain ofthe protection consultants
smoke level withinthebuilding andthesub- during the test, that automatic heat and even with well designed, well maintained who have not fully evaluated the nature of
sequent collapse of metal structures due to smoke venting would be deleterious in the and supervised automatic sprinkler sys- the risk, the nature of the loss and the cost-
excessive heat General Motors, in what is role oflimiting fire loss in a sprinklered oc_ tems
now the lllinois Institute of Technology, cupancy
conducted a model study on the value of This conclusion was followed by a re. are that the use of the term "highly protec- like to complimentthe large corporate users
automatic heat and smoke venting and search report issued by Factory Mutual ona ted risk" leads to Inappropriate assessment of automatic fire vents, several of the large
model study which included scaled-down of the potential for loss Frequently, much insuring organizations and insurance con-
models of the rack storage building and its higher values are placed in such warehouses sultants as well as the more progressive fire
Vent Industry Committee of the Skvhght sprinklers and what Factory Mutual be- than can be properly Justified by the onginal vent manufacturers for having formed a
and Space Enclosure Div:sion of the Archt- lieved to be automatic heat and smoke design of the fire protection systems in- Fire Vent Research Committee With their
tectural Aluminum Manufacturers Assn He vents Unfortunately, no manufacturers of stalled
ts also chairman of the board of APC Corp Nothing of my remarks should be con- program conducted by an IITRI groupto
in Hawthorne, N J strued as implying that automatic sprinkler help clarify user questions

Automatic vents

Cost benefits

benefit aspects of automatic fire venting

The psychological hazard in these cases As a final constructive comment, | would

Edward S Natdus ts chairman of the Frre

own funds, they are supporting a research

listed heat and smoke vents was consulted

or participated in this scaled-down study
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Rethink boiler & machinery rate issue

By John J. Maes throughout the U S and Canada Their costs
of servicing are therefore considerably less
7HE BOILER AND MACHINERY in- than smaller volume B&M carriers (less
1 surance market editorial and perspec- ) . . travel and lodging expenses-more avail-
tive articles in the April 16 edition of Bust- Price quotations by several boiler abie inspection time)
ness Insurance interested me tremendously, Actually, the B&M carriers enter into
since | am a former Insurance company and maChlnery insurers that are vir- these arrangements mostly as an accommo-
boiler and machine Inspector, supervisor of . . . dation The largest of all line carriers in the
a branch office B&M department, home of- tua”y |dentlca| IS SU rely NoO reason tO U S accepts no B&M business of this na-
fice supervisor B&M department and assis- . L ture To my knowledge, none of the B&M
tant manager home office engineering de- SUSpeCt price lelng . Insurers-with one possible exception-
partment | was also involved extensively . actively sohcits this type of business Ad-
with the claims department --John J. IVlaes mittedly, however, stock property under-
Being now retired after 30 years with three writers do favor stock B&M carriers Mutual
o f the mglor B&M insurers, | no longer have property underwriters favor mutual B&M
any axes to grind | have been through the Insurers
mill with both the insurers (employers) and
the insureds (not to mention the agents and When losses occur in excessive frequen- involved apphed strict manual rating, the .
brokers) cles and severity on an annual basis, the rate quote of all four carriers will be identi- Sloppy service
Your editorial lists what are called legiti- rates must go up cal Admittedly, in actual practice, this - The contention by B&M msureds that
mate questions which need to be asked. Boiler and pressure Inspection codes would be quite rare For example, stock sloppy servicing is being provided by B&M
My answers are adopted by the various states have also company B&M carriers and mutual com- carriers is correct in some instances, butcer-
= I know not why B&M coverage is helped to send service costs even higher pany B&M carriers each apply their own tamly not because of a lack of competition
treated like, or referred to, as a casualty hne variations when quoting All insurance companies have their own
rather than a property line Perhaps it Orl- Rate reasons « The direct implication that an "unwrit- unique problems and the carriers also writ-
ginated when B&M insurance was first writ- ten" but clear understanding of non- ing B&M coverage have some additional
ten over 100 years ago In those days the - Price quotations by several B&M msur- competition must exist between B&M car- ones It should go without saying that so-
policy covered only steam boilers and then ers that are virtually identical is surely no riers and property insurers because prop- called sloppy service work is common (in
only for explosion reason to suspect price fixing. Where the erty insurers repeatedly use only certain varying degrees) to all industry and com-

Explosions of steam boilers in factories quote is on the same account, and foridenti- B&M insurers as participants on standard merce, mcluding public utilities This is
and on trams and riverboats were almost a cal object groups, the quotations should multi-peril policies is hard to believe Is it very well brought out by Mr Moreau in his
daily occurrence due primarily to lack of vary very httle masmuch as all B&M insur- possible that there are corporate risk man- article on the electric utilities' accident ex-
sufficient knowledge in design, negligence ers use the B&M rating manual, at least to agers in industry who would suspect re- perience

in fabrication and almost criminal negli- establish a rate basis Quotes do vary even stramt of competition based on this prem- The insurance services of underwritmg,
gence in operation (like engmeers gagging on small accounts and often vary considera- ise? claims adiustment and engineering do have
boiler safety valves in order to get more bly on very large accounts Underwriters these problems The causes are varied and
steann pressure) can use any number of variations to come up Inspection help multiple such as

The term "casualty” might well be de- with lower or higher quotations depending 1) Hiring of some personnel inherently
rived from the fact that hundreds of people on the desirability of the risk or vice versa, There are a great number of large, me- unsuitable for the Job This is often due to a

were killed or injured m these explosions the influence ofthe producer, opmion ofthe dium and small, stock'and mutual, property relatively small personnel market The in-
| agree that B&M insurance is definitely a engineering department or the amount of and casualty insurers (Including groups of surance business is a specialty hne It is not
property coverage The definitions, how- other line insurance already placed withthe individualcompaniesownedandcontrolled taught outside ofthe business Itdoes not

ever, are immaterial to the question. Call it company by a parent company) which have no B&M attract the degreed to the extent that indus-
what you wdl. It has nothing to do with the B&M department inspectors usually underwriting facilities In order to provide try, commerce and other services do

rate structure The rate is based on individ- make rating surveys from which the under- this coverage aspartoftheirmulti-peril poll- 2 ) Training is often too briefand often on
ual object exposure The total rate is simply writer will make the quote. It IS perfectly cies they have no choice butto contract with a self-education level

the sum of rates of all the objects insured logical that if four knowledgeable inspec- a B&M insurer to provide the inspection, 3 ) The smaller insurance carriers do little,
(concededly oversimplified) tors rate obJects for which insurance is re- underwriting and claim adjustment ser- if any training They prefer to buy trained

quested m the manner prescribed by the vices The logical providers are the B&M people from other carriers

John J Maes :s a rettred asststant manager ratmg manual, they willallcomeupwiththe insurers writing the largest volume of the 4 ) The underwriter promising higher fre-
ofa botter andmachinerv department,who same object sizes and types business They have B&M personnel in quencies of mspection than those es-
lives in Skokie, ILL If the underwriters ofthe four companies most or all oftheir branch or district offices Continued on facing page

- employe. Dr Stinson pointed out that the viewed OHS as the first step toward future
H ea I t h care services... OHS success in this case was accomplished controls on private practice Then, doctors
by counsehng the patient and having him discovered that OHS helped them improve
inform his employer about his treatment and expand services to clients, generating
Continued jtom page 62 icated at least twiceeach week The supervi- program This particular company recog- more than 2,000 additional patient days of
injury exists, doctors often conclude that sor is his best friend and hesitates to report nized drug and alcohol addiction as actual activity, while still supportmg the private
the patient is "normal " The doctors tell him His co-workers and his work both suf- diseases, so the employer agreed not to fire practice philosophy Today the doctors
such patients to learn to live with it The fer. Even before treatment for alcohollsm the eteran if he cooperated with OHS treat- view OHS more favorably, in the realization
OHS pain clinic staffteaches patients tolive can begin, the supervisor must be en- ment The patient's responsibility meant that OHS provides a positive new approach
with pain Physicians assure patients that couraged to report his best friend to Initiate keeping appointments, Involving himselfin to medical care thatmeets employers' grow-
the pain is not imaginary, but real and nor- action the therapy and being monitored Three ing needs
mal They explain to patients that surgery OHS answers with its personnel evalua- months later, the veteran was gradually Although OHS is arelatively new venture,
corrects damage resulting from indury, but tion and counsehng services (PECS), help- phased out o ftreatments and he retamed his companies have already recognized the ben-
does not necessarily alleviate pain ing employes cope and adjust to personal, Job efits of having such a system For instance,
Although patients actually do suffer from environmental and vocational problems Dr Stinson admits, however, that it is not preventive health screenings have cut costs
pain, a psychological element often is in- PECS provides training and education to very easy to convince employers that drug of potential workers compensation pay-
volved For example, a worker had strained employers and employes to identify, refer abuse or alcohollsm are "respectable"” dis- ments and premiums In addition, prompt
his back while operating a forklift truck and deal with problems As part of treat- eases It's difflcult to educate people into and specialized treatment ofinjuries lessens
Even after physical therapy he continued to ment, OHS staff meet with employes to bet- reallzing that it isn't beneficial to cover up the possibility of severe after-effects, re-

complain of pain in his back. OHS pain ter resolve the problem Then, feedback is alcohohcs duces time loss and increases productivity
clinic staff spoke with the patient and with provided to appropriate persons involved in Moreover, the cost o f hospitalization, sur-
members of his family The result was the the treating progress Emotional, marital Hearing loss gical insurance claims, labor turnover, re-
discovery that the man had been accus- and family problems are treated and con- training and absenteeism decrease OHS
tomed to other people depending on him, cerns of stress, alcohol and other addictions Another dimension of OHS iS its hearing helps employers meet requirements of the
but after the accident had had to rely on are attended conservation service, designed to deal with Occupational Health and Safety Act
others Subconciously, he enjoyed the at- OHS markets a three-level alcohol train- noise pollution As a provider to OHS, (OSHA), National Institute of Safety and

tention but could not admit that he had de- ing package to industry. Upper manage- Midwest Speech and Hearing Associates Health (NIOSH) and the Handicapped's
pendency needs The pain was real, though, ' ment is informed of the cost of alcohohsm Inc conducts comprehensive hearing eval- Civil Rights Act

and after OHS psychotherapy the man and encouraged to sanction a program to uations to prevent employes from hearing OHS hopes to enlarge its service offerings
ceased complaining He still suffers from oc- treat alcoholics Middle management is ad- loss Management has discovered that when by developing preventive health education
casional pain, but when asked about It W111 vised on "do's and don'ts" of dealing with hearing losses do occur, they are of consid- and screening programs for delivery in the

respond, "Yes, but | can live with it.” alcoholic employes and employers are erable consequence to both the employer workplace, expanding the pain clinic into
urged to assure employes they will not be and the worker an industrial injury clinic and implement-
Personal stress fired if they admit they are alcoholics and We're attempting to convert the way mg a full service psychological assessment
undergo treatment Alcoholics referred health care is being delivered because the center
For those who would argue that psycho- through mdustry have higher success rates delivery of modern health care must be re- Corporate management can improve rela-

logical or personal problems should not be than any other programs m the country, In- sponsive to the needs and demands of em- tions with employes by demonstrating con-
the company's concern, OHS medical direc- cluding private treatment centers, says Dr ployers and employes We believe in devel- cern for workers' health and safety In turn,

tor DavidJ Stinson, M.D, responds,"There Stinson oping a coordinated effort ratherthanmam- psychological benefits as well as financial
is a fine line between work-related problems taining a splintered approach ones result, because employes gain job
and those which are not " Dr. Stinson has Drug counseling Dr Stinson recalls that the mitial reaction satisfaction As employers expand their
observed many cases in which employes of private physicians.was not very positive health services-out of both social responsi-
were performing poorly due to stress from In another instance, OHS counseled a Many of them felt threatened, afraid of en- bility and economic self-interest-they will
unhappy personal lives Vietnam veteran who had a drug problem countermg new competition Negatwe reac- call on the expertise ofhealth care delivery

Example A worker arrives at work intox- which was leading to his termination as an tion also was expressed by physicians who agencies and the medical profession
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ance sales will continue to be an insignifi- risk managers, volume consulting to small
cant part o f their income and medium size businesses and industries,
One area which could have strong impact underwriter services (such as risk inspec-
on the risk management consulting busi- tion),claims consultation and insurance cer-
ness is the relatively unheralded move by tification for bank loans, etc.
ma}or national accounting firms into risk
management consulting A number of spe- markets for another $10 million to $15 mil-
In addition to the previously described ciallzed proJects, such as captive insurance lion annualized fees and that the develop-
ance risk industry has been the subject of firms, there are a number of smaller firms company consultation, are now being at- ment of new markets could double or triple
volumes of study and counterstudy The with mcomes in the $250,000 to $400,000 area tempted by several ofthe "Big Eight" firms. this figure A portion of this market will be
fact is, however, what will happen IS what and another 50 to 60 individual proprietors There appears to be a high degree of client serviced by agents and brokers and a por-
has always happened: Ordinary people will working at lower fee levels Altogether it is acceptability on the frontend because of the tion will be absorbed bytheexisting consul-
continue to do ordinary things and extraor- estimated that the current total fee volume accounting firms' presence in the corpora- tmg industry (although very few have
dinary people will continue to do extraordi- in the United States and Canada for risk tion The quality of productand subsequent shown the mclination or the ability to orga-
nary things. management consulting is between $10 mil- client acceptance remains to be seen nize for growth) The balance will be done
So who is the important player mthe great lion and $15 million per year. by new consulting firrns and newly es-
game of risk managementl’ Surprise again’

Buyer demands meld...

Continued from page 61

tablished consulting arms ofexisting indus-
] . tries (such as accountmg firms and banks).
chief, it'S the butcher, the baker and the On the other hand, areas of competition Therefore, what IS happening is exactly
candlestick maker. It's not the broker, the The larger risk management firms cur- are also arising for agents and brokers from the opposite of what the armchair prognos-
agent, the consultant, the risk manager, or rently serve a market which consists pri- the consulting ranks Many consultmg ticator of 20 years ago predicted The situa-
the msurance carrier No, it's not the profes- marily of commercial and industrial firms firms, frustrated by the inabillties of their tion is becoming more confused rather than
sionals. It's the chent. It's the guy whose paying between $100,000 and $3 million per clients to implement their recommenda- clearer The client is finding himself with
opinions never appear in print It' s the indi- year for insurance and who do not have so- tions or attracted to a huge commission in- more services available to him packaged (or
vidual proprietor Who happens to pay more phisticated in-house risk management de- come gained by some brokers with rela- unpackaged as the case may be) in an im-
of his bottom-line for msurance premiums partments Although sophisticated risk tively little technical input, are modifying mense variety of ways. He is going to have
than he does for income tax It's the stock- managers do employ consulting services their traditional modes of operation. Con- more people to do more things for him in
holders of the major corporation (as repre- from time to time, this does not appear to be sultants are becoming more mobile and less more ways, but it is going to become in-
sented by thew management)who wonder if a significant part oftoday's consultmg mar- reticent to negotiate placements on behalf creasingly difficult for him to recognize and
the corporation is adequately protected and ket of their clients directly with domestic car- evaluate the capabilities of any one firm
whether or not spiraling msurance costs are The smaller risk management firms and riers or foreign markets. Some consultants One thing is clear. Consultants are becom-
really necessary individual consultants generally serve are designing programs marketed through ing a more recognizable factor in the risk

What then, in light of the dynamics of smaller clients on a continuing basis In the agency system The consultant's fee is management and Insurance marketplace
today's marketplace, IS the future of risk many cases, the services provided are little derived from commission overides Others As life becomes increasingly complicated
management consulting in the United more than pollcy audits In other cases, are finding it necessary in the captive insur- for agents, brokers and insurance carners
States 9 It is difficult to determine just how however, highly professional consultation ance company field to provide full captive and they find it is almost impossible to pro-
much total fee volume is being generated in is provided management services (which, by the way, vide full and detailed services to all of their
the risk management consulting area by all The consulting fee volume done by agents will eventually include underwriting and clients, the acceptance level of consultants
the currently established firms. One leading and brokers is almost impossible to identify probably broking) seems to be rismg This trend will probably
firm is said to produce between $3 million It would appear that although the services It would also appear that there are a num- increase as the influence of some of the
and $35 million in fees annually Several provided will continue to become more so- ber of significant markets for consulting more strident consultants who view the in-
others appear to be producing annualized phisticated, the volume of consulting by which remain untapped These are such surance industry as “thieves praying upon
fees between $750,000 and $1.4 million. agents-brokers which is not 1mked to insur- areas as high-level technological servicesto their clients" decreases

It's not the doctor or the lawyer or the Indian Competition develops

Markets split

Loss prevention... Boiler & machinery...

Continued from page 61 premium item in your insurance budget. Continued fromfanng page the carriers without appreciably increasing
are Just a few of the many that we have seen However, there are steps you can take that tablished by the B&M engineering depart- their underwriting volume because each in-
in connection with spray booths. They are may help you prevent losses and ultimately ment iseltherinexperienced oroveranxious sured code vessel must be stamped or
generally mandatory as most not only relate reduce your premiums They are to write the busmess Inspection frequen- tagged with a state number by the inspector
to employe disease, but also to fire losses. If Selection of your drivers is a significant cies are definitely set for the various groups and with certain exceptions, the states re-
your booth is not in compliance with insur- factor in operatmg a safe fleet. Each driver of Insured objects The frequency depends quire an individual inspection report for
ance companyrequirements you maynotbe should be screened before employment. on the object type, size, its importance to each boiler for certificate renewal

able to obtain insurance in the regular mar- This should include your obtaining a Motor plant operationsandtheloss potentialinthe The net effect for the B&M carriers has
kets with a competitive premium. Your in- Vehicle Report from yourstatellcensing de- event of an accident been significantly increased paperwork Re-
surance costs will, no doubt, increase. partment In addition, you should have pre- It should be emphasized that the boiler sult Higher inspection costs per risk.

- hemises Liability-This relates to employment physicals as well as annual and machinery policy makes no promise to My own views are that the insureds rather

claims for injury to third parties (not em-
ployes) You will see relatively few recom-
mendationsin this area. The mostimportant
and frequent relate to housekeeping

You will be asked to improve plant house-
keeping, including the removal of excess
machine oils on the floor, daily removal of
scrap and removal of ice and snow in park-
ing lots or walkways The principal advan-
tages of a well maintamed plant are: Re-
duced insurance premiums with a quality
insurance company, reduced possibility ofa
hability claim, and increased efficiency of
your employes

physicals for each employe, if possible Inspect ant/thing The only reference to in- than resort to the gimmickry of charges of

A dnver training program should be im- spection in the pO11Cy 15 a statement that- restraint oftrade, stifling ofcompetition, ex-
plemented to train new employes and re- "The company (insurer)reservestherightto cessive rates, failure to provide adequate ex-
train existmg employes inspect insured objects on the insured's cess insurance and suggestions to separate

A planned vehicle maintenance program premises at reasonable times and intervals." risk-taking from service costs, should take a
should be included as part o fyour standard (Not an exact quote-I have no policy form) serious and in-depth look at their own loss
operating procedures All B&M insurers do inspect, however, at prevention activities, otherwise known as

It is only common sense that a well- established frequencies for these reasons. "preventive maintenance programs " What
trained driver operating a properly main- To protect their own interests (this is, at the are you really getting for your maintenance
tained vehicle will be less likely to be in- same time, a loss prevention service to the dollar? B&M Insurance companies are not
volved in an accident Therefore your initial insured) and because almost all states now in the maintenance service No B&M in-
benefit will be fewer accidents, which in have adopted a Boiler & Pressure Vessel spector (now loss prevention representa-
turn will lead to reduced insurance pre- Code All are abstracts out of the American tive) should be held at fault for your own
miums In addition, there will be less down- Society of Mechanical Engineers Codes for failure to properly maintain, monitor and
time for each vehicle as well as less lost em- design construction, assembly and malnte- record all operatmg conditions of yourcriti-

* Product Liability and Completed plofe time as there will be fewerinjuries and nance of all types of boilers and unfired cal plant equipment. Scheduled periods of

Operations-Most everyone is aware of the
malor increase in rates in the past few years
as well as the difficulty in obtammg proper

fewer accident reports to complete. pressure vessels. shutdown, dismanthng and inspection
Many of the recommendations apply to Each state has taken its own excerpts Ex- should be set and strictly adhered to. This
more than Just one area of insurance There- ample lllinois law applies to boilers of all will largely reduce your frequency of un-

coverage. We have seen more recommen(la. fore, we suggest that you start things out pressures and was recently expanded to in- scheduled shutdowns (accidents)

tions in this area Just in the past two years
than we saw in the preceding 20 years. The
recommendations really depend on the type
of product or class of operations

A few of the common items are: Obtain
Underwriters Laboratory approval; obtain
appropriate governmental agency approval
(for example, FDA); identify each batch of

right and begin at the beginning Senior clude certain unfired pressure vessels. In
management must make a firm commit- addition to the states, some cities have also
ment to safety. They must be committed to adopted their own sections of the ASME
and involved in safety Without their strong code

support you will not achieve a safe opera-

tion

Insurers advised

A program on paper only is not enough. It

must be enforced This means by top man-

) ) Regulatory demands agement When this is accomplished, con-
Once a commitment is made, a corporate

safety polilcy should be established This is

sider becoming self-insured if your B&M
Code states have made periodic inspec- carrier still does not take notice

goods for possible recall; and maintain ade. essentially the company's philosophy and tions mandatory On passage of the law, To the insurers, | would give this advice,
quate records of purchases from your sup. thinking in regard to safety We suggestthat they have charged all B&M insurers writing « Rewrite and simplify your policy into

phers and sub-contractors.

If you fail to comply with the insurance
company's recommendations, you may be
faced with either policy cancellation or sub-
stantial increases in yourpremium With the
present attitude of the consumer and the
courts, we strongly suggest that you com-
ply, if practical, with the insurance com-

it be more ofageneral statementratherthan B&M coverage in the state to provide them understandable English (Being done.)
a comprehensive, detailed hst of safety with inspection reports on those insured - Consider value rating for all objects
items It should convey an attitude on the vessels falling withm the state code. In ef- (Now under consideration )
part of management that, "We care about feet, the commissioned inspectors em- - Write B&M coverage as part of a fire
our employes' safety and welfare " ployed by the carriers are designated as spe- pohcy. (One m)or B&M insurer does )
Remember that everything must aim at cial deputy Inspectors by the states (without - Be more selective m hiring of loss con-
the guy on the hne. compensation) and are held responsible to trol representative trainees
If your company is large enough, you may the same extent as the deputy Inspectors - Traming should include a complete

pany's loss control report You should re- develop a manual on safety. This should be employed by the states All ofthe boiler in- course ofat least one year in the entire prop-

member that a product liability claim may
occur years after the product was sold,
therefore your records must be in reason-
able order so you can determine if the item
in question was actually your product, and
any other pertinent data that may be re-
quired

* Vehicles-This can be an expensive the improvements

prepared m cooperation with your insur- spection departments set up by the various erty Insurance field.

ance company, your insurance brokerandif code states have only a minimum of staff - Training should also include indoctri-
possible an independent consultant The consisting of a chief inspector and a few nation in contact and communication with
manual should outime management's atti- deputy inspectors top management

tude and approach to compliance with any Although the adoption of boiler and un- - Put your engineering and loss preven-
recommendations established by the insur- fired pressure vessel laws is a positive factor tion departments on a par with underwrit-
ance company, and, if possible, the opti- in accident prevention and is supported by ing, claims adjustment and legal depart-
mum cost-benefit ratio on implementing the B&M carriers, it has created a tremen- ments in terms of authority, standing and
- dous amount of additional paperwork for promotion opportunities.
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Put safety with us,

risk managers plea;

safety execs recoll

By JOANNE GAMLIN '

LOS ANGELES-Safety and se-
curity responsibilities naturally
belong in the risk management de-
partment, maintain the majority of
risk managers.

But safety/security directors are
less inclined to agree.

"Being in the risk management
department is the last place where
the corporate safety directors
should be," asserted the corporate
safety director for a large South-
western corporation. Risk man-

VWe were ahead
of the field in

risk management

services.

ANd we've

stayed there.

These cays, most insurance professionals understand
that premium costs can often be controlled through
properly designed and administered programs.
That's something we learned long ago at Poe

& Associates.

We were among the first to offer professional risk
management. And that headstart keeps us ahead
of the field today Which is why so many business
people, professionals, associations and self-insurers
depend on our individually-tailored liability, property

and risk management programs.

Write or call today for details. And put some distance
between yourself and those rising insurance costs.

RO. Box 1348, Tampa, Forida 33601

Risk Manaacment

Servkes

agement is as undesirable a place
for people with his title as the per-
sonnel department, he says.

Equally emphatic, the corporate
safety/security director for a large
Midwest food processor believes
neither safety nor security belong
in the risk management depart-
ment. The goals ofeach are worlds
apart, he argues.

A safety/security director views
losses and accidents in human
terms and the risk managers re-
gard losses almost solely in terms
of statistics, he says.

Risk managers counter that they
share with safety/security directors
the common goal of reducing
losses. Furthermore, risk man-
agers are on the firing line with top
management to cut losses but
don't. have the ammunition with-
out the authority to manage
safety/security operations, they
say. Split functions can also result
in duplication ofefforts, they point
out.

Of the 22 risk managers inter-
viewed by Business Insurance, 16
said the safety function, ifnot secu-
rity, should be part oftherisk man-
agement department. Even among
the six risk managers who didn't
say yes, three hedged their re-
sponses, saying a number of varia-
bles determine where the safety/-
security director belongs on an or-
ganizational chart.

But only four of the eight
safety/security directors inter-
viewed agreed that risk manage-
ment and safety/security should be
integrated.

Safety directors who object to
being placed in risk management
argue for one that although the
avowed goals may be the same, the
two jobs are intrinsically different.

Risk managers don't yet have the
perspective that is necessary to the
safety directors job-making em-
ploye protection a prime man-
date-says Marvin Scheunemann,
safety director o fMotorola Corp. in
Chicago. "For this reason, my job
fits the employe relations depart-
ment better,” he argued.

Ed Sawicki, safety director for
Intel Corp. in Santa Clara, Calif.,
can't visualize himself in the risk
management department for other
reasons. "My job is under Intel's
legal department,” he explained,
"and that is where | think it should
be." Three advantages to being in
the legal department, he says, are:
working with people who possess
an attorney's understanding of
OSHA; gaining insight into the le-
gal ramification of lawsuits, and
having"a pipeline to the executive
suite.”

Mr. Sawicki doesn't see any
trend toward safety directors
working forrisk managers. Rather,
he noted, safety directors are more
often reporting to "overall" secu-
rity directors, which he applauds
because he thinks it will upgrade
safety directors' corporate stand-
ing.

Risk managers argue an integra-
ted risk management and safety/-
security department is the only
way to put a lid on losses.

Separate but equal departments
don't work as well, says Stephen D.
Rades, supervisor of insurance for
American Building Maintenance
Industries (ABNI) in San Fran-



cisco. "An operation with common
goals needs a single head," he said.

Ifa safety director doesn't report
to the risk manager, he most likely
regards the operations vp as his
boss, observes William G. Miller,
insurance manager for Superscope
Inc. in Chatsworth, Calif. "But if
they are put under operations, they
often are prevented from perform-
ing their safety function," he main-
tained.

Top management is constantly
urging risk managers to reduce
costs by chopping losses, "but
then they don't give us the ammu-
nition,” compliained Mr. Miller.

"We are tarred with the problem
of soaring premiums, but without
having safety in our departments,
there is not much that we can do
about it," agreed the risk manager
for a Bay Area company whose
safety director reports to the head
of employe relations.

Duplication of efforts crops up
when risk management and safety
are separated, said Container
Corp.'s insurance manager Jim
Charpie.

A gap in efforts can also result
when one party presumes that the
other is taking care 6f a matter
when the latter is not, he added.
"Communications must be letter
perfect if two separate depart-
ments ard to act as one."”

Durward Bolding, corporate
safety director of Mostek Corp. in
Dallas, Tex., is among safety direc-
tors who agree safety people
should be positioned in the risk
management department. It's the
most logical place, he says.

He quickly added, however, the
risk manager should be well up on
the organization chart, at the vp
level at least, if he expects to over-
see safety.

That's important, he said, be-
cause safety/security people often
get their noses into confidential
material that can affect a
company's future. Even more sig-
nificant, safety men need to be able
to get the attention of top manage-
ment in order for their recommen-
dations to be acted upon with dis-
patch, said Mr. Bolding, who re-
ports to the vp-administration at
Mostek.

Also proving there are safety di-
rectors who share the vision of
most risk managers interviewed is
the safety executive for a Northern
California electronics company.
He helped to persuade his firm to
hire a risk manager and he is now
making an effort to become part of
that executive's department.

"If the risk manager sees safety
as one of his tools to offset losses,
then | think a safety director
should be in his department,” he
said, asking not to be identified.

"ldeally, safety and risk manage-
ment work hand-in-hand on com-

mon goals," agreed Brad Stein-
grabber, director of safety for The
Bekins Co., in Los Angeles. In Be-
kins' risk management depart-
ment for two years, Mr. Steingrab-
ber indicated he couldn't be hap-
pier than where he is. When both
parties share loss reduction as a
central objective, coordination is
not difficult, he says.

INn companies where the two
functions have been combined
into a single, integrated depart-
ment for some time, the fine-tuned
coordinations of risk management
and safety stand out and the argue-
ment of the mgiority of risk man-
agers interviewed appears persua-

sive.

A safety director has been in the
risk management department at
ABC Inc. for about 20 years, says
insurance director Edward L.
Erickson. It's a superb arrange-
ment when the safety manager is
"a specialist who can address risk

management questions,"” says Mr.
Erickson, who is still looking for
someone to fill the currently va-
cant safety position in his depart-

ment.

Pacific Power & Light in Port-
land, Ore., also has had an integra-
ted department for about 20 years,
said a spokesman, who termed its

development "a natural evolu-
tion.”

"If there is a car accident and the
risk manager and safety director
are in different departments, the
chances are the two will take dif-
ferent directions in investigating
the incident,” he illustrated. There
are also cost advantages to integra-
ted departments, he added.

Conrock Co. in Los Angeles has
had an integrated department for
six years. Assistant secretary and
insurance manager Norman E.
Horney does not contemplate
changing the situation.

"We are in daily consultation-
safety director, Ron Kordatzky
and myself," he said. Things have
not always been so good, he added,
noting that before Mr. Kordatzky
was hired six years ago, Conrock's
safety man reported to the opera-
tions department. It was after ob-

serving that the safety director's
recommendations were being ig-
nored that Mr. Horney said he
moved to have safety placed in the
risk management department.

Dave Miller ofHarrah's in Reno,
Nev., is enthusiastic that safety be-
came part of his department last
year. It is logically favored to be in
risk mabagement," he said.

The gambling casino's large se-
curity department, on the other
hand, will probably remain inde-
pendent, he said.

A couple of other risk managers
have solved the question of inte-
grated departments by serving as
combination risk managers and
safety directors. Robert R. Duty,
director of risk management for
The Hyatt Corp. in Chicago, can
boast both an MA degree in engi-
neering with a specialty in safety
and an associate of risk manage-
ment (ARM) designation. With Hy-
att since last July, Mr. Duty said he
was hired precisely because he is
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"Create a new department”

Corporations need to form a whole new department, says
Bill B. Turney of Texas Instruments when analyzing the
best corporate structure for risk management and safety

management.

The Dallas-based corporate safety director would like to
see a new department formed for officers in safety, risk
management, legal services and medical services.

The title of the new department?

"Protection of group assets," says Mr. Turney.

The department would command the attention of top
bosses like no other arrangement he can think of, he says.

James P. Strong, corporate director of risk management
and assistant treasurer of Northrop Corp. in Los Angeles,
has a similar idea. He envisions a department embracing
insurance, safety and financial matters, headed by a former
risk manager skilled in financial management.

able to merge the financial aspects
of risk management with the in-
dustrial relations side of safety.
There are, at the same time, a
small number of risk managers
who perceive strong benefits in

For

having the two functions in differ-
ent departments, but on the same
corporate level. Mattel Corp. assis-
tant treasurer John Pinner, for ex-
ample, said that keeping the two
jobs apart works well for Mattel.-

Claims
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Allianz. The company you need when you

want the best in custom claims service.

As part of our comprehensive insurance

services, our Claims Department can help

you solve your claims problems - quickly

and equitably Throughout the country or

the world, experienced claims profession-
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and special claims service - come to Allianz.

We're the experts you should know.

Allilanz ®

Allianz Insurance Company

A Center of Excellence

6435 Wilshire Blvd., Los Angeles, CA 90048
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Thehome afthehrmp

If ever there was a born hunter, it was needs cropped up, new policies had to be
the Indian brave. Alert, energetic and sure- developed, broader coverages had to be
footed, he was a supremely capable provider. underwritten, new materials had to be tested

Today, however, the home of the brave is to determine new guidelines for client loss
wvastly differermt Ffroryy - - control programs.
what it once was. As a The results of
result, it's been neces- Allendale's flexibility
sary for him to find can be seen in a vari-
new ways and new ety of ways. For
places to utilize his example, the typical
unique skills. The . Allendale-policyholder
search has taken him relationship is more
down many roads. But than 20 years old,
none more dramatic 4 while some accounts
than the narrow path have been with us for
of the high rise con- more than 100 years.
struction specialist. Included in these
The determination accounts are a signifi-
of a property insurance cant majority of both

company to adapt its skills to changing con- the Fortune 500 and the Canadian Top 200
ditions could, likewise, lead it down a path industrials; companies that have become
where few dare to tread. To walk such a line and remained our clients because of their

would take a great deal of flexibility. It would commitment to maintain acceptable loss

take the ability to provide coverage in sit- control standards. In addition, several of the

uations that don't lend themselves to rule- largest corporations in other parts of the

book solutions. It would take the ability to world have chosen us for coverage.

be consistent whether the market was hard Perhaps all of your problems won't

or soft. It would take, no less than it would require the flexibility of the Indian brave to

to adapt to a career at 1000 feet above the solve. Nevertheless, we believe you'll be

street level, a specialist. glad to know that whatever these problems
For over 140 years, Allendale has are, at Allendale we won't take them lightly.

been changing with the times, tailoring its Allendale Mutual Insurance Company,

approaches to problem solving. As new Allendale Park, Johnston, Rhode Island 02919.
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Allendale Insurance
The property insumnce spedalists.
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Adiusters rush to fill self-insurers' orders

t

By JERRY GEISEL | and GAB of New York both of after five o'clock a risk manager than appraise a loss Gay & Taylor,
Risk Maliaa€m€lit which sene clients in al_ areas of can't get hold of an adJuster to get for example, through its risk man-
WASHINGTON-Going self- the ccuntry, offer mu tiple lines to the scene of a loss UAC, along agement support services depart-
insured leaves holes not only in S€rviceEs adjust,ng services wilth ItS other national competi- ment, can furnish risk managers
policy folders but also in services, ! Why shculd a company h.re an tors, mamtams 24-hour claims re- with statistical reports analyzing
like adjusting services needed states out ofmore than 650 offices, adjusting firm ratherthar_add staff portmg service the causes and types of losses so a
when disaster strikes can adjust property, p-oduct lia-oil- to a risk management department9 "We have a dial-a-claim service company can spot patterns of
But the big national adjusting ity, workels compensation and fi- in which #e have several operators losses and take corrective action
firms, as well as i egional adjuste-s, delity losses "If you hire a plofessional ad working around the clock record- UAC will administer a fund to
can piovide a broad array of ser- Gay & Taylor Inc of Winston- justing company yolL'11 get tal ing claims and their instructions pay claims for a self-insured client
vices to the legions of companies Salem, NC, with offices in all ented people who know what they are to immediately call an adjuster Fees are set in various ways The
self-insuring their property and parts of the country except the far are doing," said Richaid Maloney, covering the area where the loss fee for adjusting medical malprac-
casualty lisks West, is lenown foi aviation ind vp-marketing at Gay & Taylor occurred ' said UAC president tice claims might be based on the
Underwriter. Adjusting Co of heapy manne loss adj isting In ad- Adjisting firms, are sensitive to Arnold C Avitabile numbm of hospital beds, while the
New York, which operates in all 50 dition, Crawfoid & Co of Atknta recen- cri:ici%m (Bl, April 2) that Adjust_ng firms do much more fee foi adjusting workers compen-

sation claims could be percentage
of payroll In other cases, such as
propeity losses, the fee might be
onthe amounto ftimeandexpense
an adjuster needs to appraise a
loss Hourly fees range from $17 to
$29, representatives o f several ad-

-3*44 Justing films said
-
Regional adjusting firms iepoit a

big increase in business from self-
insured companies "We now have

A % *.r

F *x
‘ Da
1 *R
-1 -
4 - 1
- 41
1
| Photo Craw ford & Co
o -
) B L =*x- . Crawford & Co. adJusts property
“ ‘ : and other losses for self-Insur-
ers.
1
! < 1
— ) 30 to 40 regular self-insured ac-

counts, up from two or thtee self-

insured accounts 10 yedis ago,
said Robert Wills, president of
Brown Brothers Adjusters, a San
1 1 1 1 "I I___i__' - Francisco-based adjusting com-
pany which operates in seven
A Western states Fifty offices are 10-
cated in California, Washington,
Oregon, Utah, Nevada, Arizona

and Hawaii

Mr Wills asserts that there is a
3 4% definite advantage working with a
regional adjusting company rather
than hiring a national adjusting
e firm "We think we know the terri-
toly better and while d national
. firm might have 450 offices mound
IA a CIaSS by Itself the country, none of them have 30
offices in California as we do," he

said

Robert Irwin, president of Lind-
sey & Newsom Insurance Adjus-
ters Inc o f Tyler, Tex, whichoper-
s N\IF ates in Texas, New Mexico, Okla-
homa, Louisiana and Arkansas, ar-
gues that a regional firm can give
more personal attention to ac-

't, f..19*
v counts than the national compa-
, 4./5..21,1.74/<1/4 2.. 46 i
—_—
But Mr Maloney ofGay & Taylor
* counters that a regional adjuster
2-4 400*< 1 5 pd cannot offer the scope of services
at a national firm "You have some
1

very good regional adjusting com-
panies, but they are limited in w hat
they can do," he said

Distinctly different Seventy-seven years of dynamic provided these agents with innovative tools for fast, Aside from the ma,or and re-

growth Unparalleled respect from Its industry, agents accurate pollcywriting and quick turnarounds on gional adjusting companies, there
and insured Grain Dealers Mutual remains a phenom- claims And they've worked with these agents to estab- aie hundreds of smaller indepen-
enon in property casualty insurance In this specialized lish the h,ghest calibre insureds possible Insureds who dent adjusting firms The National

A 1 Ind dent |
area, they have become uniquely expert And prosper- realize that pride of ownership is the first prerequisite to Ssn o ndependent nsurance

Adjusters in Chicago maintains a
ous They have done this by maintaining a consistent, max,mum protection and lower premiums Quality In-

directory of 460 adjusting compa-

prudent philosophy In Implementing Intelligent, mag- sureds, quality agents, quality services If you are Inter- nies located in all parts of thecoun-
inative coverages They have ested In the finest business, home try
selected an elite group of inde- or car insurance, remember Adjusting firms do agree, regard-
il i 1 Grain Dealers Mutual Insurance less of their size, that they can do
pendent agents to represent | ill insurance company their best work if a self-insured cii-
Grain DealerS Mutual. They have Indianaé)olls 46202 - Omaha 68102 - Greensboro, N C 27405 is indeed in a class by itself ent has the information available
an Francisco 94 04 / Member Improved Risk Mutuals

that is neecled and "someone who
is willing to give an adJuster a cou-
ple of hours,"” said Mr Wills of

Brown Brothers



Afilis Buildefs Risk Insurance
Covers You From The Ground Up.

With construction boom-

ing overseas, insureds and
brokers want builder's risk

insurance made easier, and
AFIA has done it.

There's one Special Risk
Department at AFIA that
can handle all the contrac-
tor's risks in one program.
Builder's Risk, contractors
equipment including
marine cargo, worker' s
compensation and third
party liability coverages are
all there. And in addition,

AFIA can provide the surety .

bond too.

Yo»r:=

Being on the ground
overseas with more than

230 staffed offices permits
AFIA to see what's going
upP...the building methods

used, the skills required,
the hazards involved. It

gives AFIA the information
needed to write overseas

builder's risks knowing

what is taking place daily.

And to do it with more than anyone else. why90 ofthe top 100 U.S.
capacity and less red Protecting business from companies operating

tape and inconvenience the ground up is one reason abroad insure with AFIA.

COME TO AFIA
ANYWHERE IN THE WORLD

AFIA

WORLDWIDE INSURANCE Worid Headquarters. 1700 Valley Road « Wayne, N.J. 07470
U.S. branch offices: New York * Chicago - Cleveland « Dallas « Houston - Los Angeles * Miami - San Francisco * Seattle * Wash,, D.C.
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Inspection is first at Hartford Steam Boiler

By ELLIS SIMON

HARTFORD-Just as "inspec-
tion” comes before "insurance” in
its name, inspection comes before
most else at Hartford Steam Boiler
Inspection & Insurance Co.

"We're in the engineering busi-
ness andwe also happen to provide
insurance,"” says vp Donald K.
Wilson Jr.

The nation's largest boiler and
maehinery insurer won't even
write a risk without inspecting it
first. "l don't think you can,” says
John R. .Eklund,-director of mar-
keting development.

"Our engineering people keep us
out of trouble,” adds Mr. Wilson.

The company's financial figures
bear this out. Between 1973 and
1978, the firm's average loss ratio
.was 36.55% while theexpense ratio
averaged 60.6%. The
property/casualty insurer had a
25.8% expense ratio in 1978, says
Best's Reports.

typical

Claims and adjusting expenses
in 1978 were $32.6 million on an
earned premium of $120.7 million
But the company probably spent
about as much on inspection ser-
vices as it did on paying claims.

Inspection costs run from 15% to
36% of premium, said vp James M.

Photo: Hartford Steam Boiler

Measuring stress on metal sur-
faces is one of the tests per-
formed by Hartford Steam Boiler
inspectors.

Thompson. The high risk accounts
cost the most to inspect but a
greater chunk of-the premium of
low risk accounts is spent on in-
spection, he said.

"Our emphasis on inspection is
the key to our success," said Mr.
Wilson. "Over the past 10 years
we've averaged a 95% combined
loss and expense ratio. If the loss
ratio was higher, it would have
meant that the inspection compo-
nent had been less than effective.”

Hartford Steam Boiler works at
staying on the cutting edge of in-
spection technology. In recent
years it has acquired such firms as
Radian Corp., an environmental
and energy research laboratory,
D.B. Associates, an industrial hy-
giene firm, and Unitech Inc., an or-
ganization with manufacturing ca-
pabilities in signal physics.

Technology used includes ultra-
sonic equipment for measuring
stress, infrared monitoring devices
to measure heat loss that could in-
dicate potential deterioration and
radiography equipment to detect
problems in welds and joints.

Despite the sophisticated tech-
nology employed, "eyeballing is
the oldest, most widely used and
best method of nondestructive
testing,” notes vp Earl L. Kem-
mler. "You need your eyes to read
testing equipment and interpret
the findings as well."

The

also has

company
reorganized its staff to develop

specialists who concentrate on cer-
tain industries, such as utilities
and pulp and paper. This was at the
urging of the RIMS Industry Liai-
son Committee, which met with
the insurer's officials in 1973 and
1977.

Self-insurers can buy Hartford
Steam Boiler's inspection services
but the company won't sell ser-
vices to customers buying boiler
and machinery insurance from a
competing market. Some risk
managers have criticized this,
complaining the boiler and ma-
chinery market is dominated by
too few companies.

Hartford Steam Boiler has the
largest share o f the domestic mar-
ket' between 36% and 40% of the

business.

But its inspection and engi-
neering expertise is its competitive

/: 10rt
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edge, Hartford Steam Boiler te-
lieves. To share that would be to
put itself at a disadvantage with
the other 22 companies writing
boiler and machinery coverage in
the U.S., the company says. The
market is highly competitive and
rates have flattened out, says Mr.
Wilson.

Revenues from selling engi-
neering services have increased
more than tenfold since 1973, to
$28 million from $2.7 million. Ac-
quisitions, such as Radian and Un-
itech, have contributed to this, as
well as the market of Fortune 500

companies that self-insure or use
captives.

The inspection services pro-
vided can be what Hartford Steam
Boiler believes necessary to under-
write a risk, or they can go beyond
that at the buyer's bidding.

If asked by a vender, inspectors
will start their work where a piece
of machinery. is being made, as-
suring that a product meets engi-
neering standards.

"Our inspector does not do ac-
tual testing on a piece of equip-
ment, but verifies that testing was
done and that calibrations of the
testing instruments are correct,”
explained Mr. Eklund. "A cus-
tomer may test a vessel. Our man
verifies that test.”

On behalf o f the equipment pur-
chaser, Hartford Steam Boiler may
perform similar services at a

vender's plant through its special
inspection services program. How-
ever, here a customer may desire
enforcement of standards above
and beyond those adopted by engi-

neering societies and regulatory
bodies.

Inside an insured's plant, "We
inspect the entire plant exposure,
and that often includes things we

do not insure,"” said Mr. Kemmler.
"For a utility, that means every-
thing from the coal pile to the
transmission lines.”

The exposure analysis proce-
dure and inspections begin with an
orientation meeting with plant
management and include analysis
of the plant operations flow, sur-
veys o f utility systems and the e f-
feet ofloss ofservices and audits of

the number, size, age of boilers,

Fenwol doesn'# have

m sell you any more fire
proleclion thon you
absolutely need.

r any less,forth¢lt matter.



pressure vessels, transformers,
turbine, generators and otherlarge

electrical and machinery equip-
ment.

The inspectors determine the ap-

Using a borescope, a
fiber optic device, an
inspector can see in-
side avessel without
dismantling it. Hart-
ford Steam Boiler
boasts of using the
most advanced tech-
nology and equip-
ment to keep it on the
cutting edge of boiler
and machinery engi-
neering. .

Photo: Hartford
Steam Boiler

proximate replacement value of
such equipment, make plans for
obtaining an inventory o fkey parts
and analyze the effect that stop-
ping equipment would have upon

production.

"We don't come as experts on the
manufacturing of widgets," said
Mr. Eklund, "but, we know what
can stop production of those wid-
gets."”

The objective is to determine
which are the most critical pieces
of equipment by studying the
whole risk, said Mr. Kemmler.

Obtaining spares for critical
parts is key to the-loss prevention
strategy since customers are not al-
ways aware of the lead time on re-
placement, noted Mr. Wilson.

In addition to the results of an
inspection, a company's operating
philosophy is a critical element in
evaluating a risk. "One thing we
like to see is having quality control
people report directly to plant or
corporate management, rather
than production,t’' said Mr. Kem-
Inler.

"Too often, companies focus
their attention on production and
even though management may

The New Maxi-Sysmm

This is our new central storage system that pro-
vides total flooding with Halon in large areas. It covers
several zones with one supply of Halon to minimize con-
tainer storage problems. Fenwal's maxi-system is one
very effective way to protect multiple hazards at a rela-
tively low cost. Especially when main and reserve sup-
plies are needed. It's electro-pneumatically.or mechani-
cally operated, and because it uses Halon 1301, it's safe

for people. With no clean-up,
and minimaldowntime.

The Modular
System

This is Fenwal's most

flexible system in that it offers
a wide choice of components
for a wide variety of applica-

have a good operating philosophy,
it breaks down and the attitude
compounds itself until there is
trouble," explained Mr. Kemmler.

The boiler and machinery in-
surer can help point out problems
since often less-than-top-
management people do not have
the clout to do so, he added. One of
the tools Hartford Steam Boiler
uses to increase top executives
awareness of potential problems is
photographic risk analysis.

Simply put, it means taking pic-
tures that illustrate where the dan-
ger is. "Reports are a dime a
dozen," said Mr. Eklund. "How-
ever, the impact of these photos is
severe. They make management
pay attention.”

Increasing the reliability of a
manufacturing facility is a key ob-

jective for Hartford Steam Boiler..

"The customerdoesn'twantto lose
market share, but we can't insure
his market share,” said Mr.
Eklund. "We can insure his reliab-

ity to help him retain market
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share.”

When boiler and machinery
losses do occur, market share is in
jeopardy, he explained. A long
down time means customers will
go elsewhere.

The insured and Hartford Steam
Boiler have a mutual interest in
getting full production restored as
quickly as possible. With the ex-
ception of utility equipment and
turbines, business interruption
coverage usually accounts for the
largest part of a boiler and machin-
ery loss. It is not uncommon for
business. interruption expenses to
run $100,000 per day or more.

To minimize the impact of a
boiler and machinery failure, Hart-
ford Steam Boiler has developed
an emergency preparedness man-
ual for .clients- to implement.
"When the pressure of an accident
is on, people do not utilize their
best thinking," said. Mr. Eklund.
"By synthesizing what would oc-
cur in an accident, we can establish
procedures to be implemented.”

Critical equipment is marked
with identification tags telling op-
erators to consult the emergency
manual before taking corrective
actions. The insurer recommends
that clients keep the manual in an
accessible location, such as the
plant engineer's office, and it not
be locked away at night.

Expediting delivery of replace-
ment parts and getting quick re-
pairs are other ways in which Hart-
ford Steam Boiler keeps a lid on
claims cost. "Our inspectors know
who can get thmgs fixed," said Mr.
Kemmler. "We have 1,000 people
around the country and ifwe don't
know where there is a spare, who
can find it or who can fix it better
and faster, than no one does."

Once the company cut the time
needed for repairs in third by pay-
ing a $25 daily bonus to each em-
ploye at a repair shop who worked

tions. It's truly modular in that

it can be expanded quickly and

inexpensively. And it's easy to

modify should the configuration of your operation change.
Fenwal has pi6neered this type of electrically

operated modular Halon system with great success in

applications ranging from computer rooms to telecom-

munications installations. And we offer complete

customizing expertise and service along with a fullline of

thermal, smoke and ultraviolet detection devices and

control panels.

through lunch and dinner, Mr.
Kemmler noted. On another occa-
sion, an inspector rode the caboose
from Idaho to Massachusetts to in-
sure that a critically needed tur-
bine was not waylayed at a freight
yard en route.

Hartford Steam Boiler is con-
tinuing to research machinery reli-
ability. At its Radian Corp. facili-
ties in Austin, Tex., it has es-
tablished a failure analysis labora-
tory to study generic problems
with a piece of equipment not
solved in its manufacturer and de-

sign.

The lab relies upon photo-
graphic documentation, eyewit-
ness statements, operating history,
process records and corporate data
to reconstruct an accident and de-
velop a probable accident se-
quence. Analytical chemistry, ma-
terials science, processand control
engineering and design engi-
neering are used to determine the

Having more fire protection than you need can be
accident's cause .and develop an

almost as costly as having.too little.

After all, a paint locker doesn't need the-same
amount of protection as, say, a big computer room.
That's why Fenwal offers every possible option in.
Halon-based fire protection systems. And we custom-
ize these systems to your specific needs.

The Mini-System

Available in a pre-packaged format or custom
designed from standard components. A system that's
designed to protect
areas up to 3000 cubicl”

femval, The Haion Expens

After 10 years working with Halon-based systems,
we've learned that no one type of system is best for every
situation. That's why we design and manufacture them
all. Detection, slippression and control elements'using
every type of detection and suppression method available.

Today there are 10,000 Fenwal systems installed. In
all kinds of operations throughout. the world. And every
day we're proving our systems work.

For visual proof that there's a Fenwal Fire Suppres-
sion System that can work in your operation, send for our
new film, "Fire: Seconds to Suppression."” Or write for a
free copy of our booklet on fire suppression. Write

accident prevention plan.

Occassionally these studies re-
sult in a safer product. "We don't
look deliberately at reducing prod-
uctliabilityexposure, butwhenwe
find something to improve a prod-
uct, it often reduces the- product
liability exposure," said Mr. Kem-
miler.

The company also conducts
boiler condition and usefullife sur-
veys. The results ofnondestructive
testing and metallurgical tech-
niques to predict how many years
of. useful life a boiler.has remain-

feet. It can flood the I 1 Fenwal Incorporated, Ashland, MA 01721, A Division of. . oib & Sormoration. deoide
area with Halon and . . Jl Walter Kidde & Co., Inc., orcall (617) 881-2000. whether to replace or repair a
SnUffa flre OUt dry |n Ip---7,——,ma,#— 4 4: boiler as well as detect trends that
seconds. Leaving no ' f - R could pointto trouble in the future.

- - =

5/ .. 1. Broker acquisition

roljlgms|
e’ i d fhis Corroon & Black Corp. has
applications like paint lockers, trailers, vans, aircraft
under construction, etc. In short, wherever you need
Halon protection that's economical and portable.

reached an agreement in principle

-r__ 1_711

Wdve provedour systems work
in ten thousand inskillolions.

to acquire Powers, Carpenter &
Hall Inc., an employe benefit and
acturial consulting firm. in St.
Louis, Mo., with an additional of-

fice in New Orleans, La.
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Tests on fire systems

OMAHA and PHILADELPHIA

... have the Assurex combination. If you require professional insurance services in

these areas, or elsewhere. we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

THE HARRY A. KOCH
COMPANY

2121 South 44th Street
Omaha, Nebraska 68105
402-558-7000

C. KNIGHT & COMPANY

320 Walnut Street
Philadelphia,

Pennsylvania 19106

215-923-5440

See our ad on page 6

By MARY ELLEN McKEE

CLEVELAND-The fire protec-
tion system looks great on paper.
But does it work?

Short of waiting for the fateful
day of the fire, 3,000 companies
around the country have called on
Automatic Sprinkler Corp. of
America here to test their fire pro-
tection systems.

Insurance company inspections
survey the loss prevention plans.
Automatic Sprinkler inspections
focus on the function of the fire
protection system.

"Our company zeroes in on the
nitty-gritty details of the fire pro-
tection system itself rather than
the environment of an office,

It all adds up.

Selecting an organization to
handle employee benefit
planning is a majorresponsibility

You need to look closely

at performance, products,
service and rates. These are
the things that make Crown Life
stand out among insurers.

Over 20,000 businesses have

chosen Crown. Why Crown?
Because we have the

combination that satisfies their

employee benefit needs.

The starting point for a sound
benefit plan is group life
insurance. Crown lets you select
either Group Term Life or
Bi-GOL'10/us - a permanent
plan which builds up cash or
paid-up values - as well as
Group Term Survivor and Group
Life Income plans.

Incomereplacement needs are
met by a variety of Weekly
Income and Long Term Disability
plans.

An important addition to today's

group insurance plans is group
health insurance. Crown can

provide anumber of health plans
to suit the objectives of any firm,

from basic
hospital,
surgical

and medical
coverage

to Major

Medical Expense coverage.
Vision Care and Dental Benefits

are also available to round

out that health plan.

Pension plans are needed for a
varietyof-retirement functions, so
Crown provides a full' portfolio of
annuity products to suit these
functions. Our Guaranteed
Deposit Accumulation Policies,
Tax Sheltered Annuities and
Individual Retirement Annuities
are only a few of the products
available for the funding of
qualified pension orproft-sharing
plans-for various types of
organizations.

*CROWN

LIFE RSURANCE COMPNVY
HOME OFFICE, TORONTO, CANADA

The firm with less than 50

employees will appreciate the
complete range of benefits
offered by the Crown Employee
Benefit Packages. Or for

the smaller firm with 1 to

24 employees, we write CGT.

Crown also offers a full

line of individual coverages.

Over 40 Group Officesand more
than 170 agencies and branch
offices throughout North

America. the United Kingdom

and the -West Indies combine to

provide complete facilities for
both sales and service.

But it doesn't add up to an
unaffordable price. Crown's rates
compare favorably in the highly
competitive climate of the
insurance marketplace.

Find out for yourself what we can

do. Simply call or writeyour local
Crown Life office.

Let the facts speak for
themselves.

A complete product portfolio
Total-service facilities

Competitive rates

They all add up to Crown.

determine if they work

Risk Manalemint
S€pvkeE€s

building or warehouse,"” said Paul
Jocek, chief inspector for Auto-

matic SprinklerCorp., a division of
ATO Inc.

"An insurance company inspec-
tor goesinto a company to evaluate
how many people work in certain
areas, if there are enough exits in a
building, ifany aisles leadingto ex-
its are blocked, ifcontrol valves are
blocked and if there are enough
sprinklers per square footage of
the office space,"” Mr. Jocek ex-
plained.

Automatic inspectors, by com-
parison, check to see if the actual
mechanics of the protection sys-
tem are adequate in the event of a
fire occurs. "Our inspectors simu-
late fire conditions, put the system
to the real test," Mr. Jocek boasted.

In the test, Automatic inspectors
use testing devices that can in-
crease the temperature of a room
or building to that of a fire. Then
they observe-how quickly thesys-
tem detects the fire condition and
how efficiently each component of
the system works.

The company does notdiscredit
the usefulness and importance of
loss prevention analysis in fire pro-
tection inspections, Mr. Jocek em-
phasized. However, as more com-
panies become more aware o f the
direct costs and production costs
o fa fire, they are channeling a great
deal of money into improving and
modifying their fire protection sys-
tems, Mr. Jocek says. "It automati-
cally follows that the system
should be appropriate to the
company's needs and should func-
tion at maximum level of perfor-
mance.”

Automatic simply conducts in-
spections that can directly help a
company protect its assets with
regular evaluations of the system,
how well.it works and ifitis appro-
priate in a particular company set-
ing, Mr. Jocek added. "And we
can do it at minimal cost to the
company smce Automatic has 46
district offices scattered nation-
wide." He could not quote sample
costs, however.

In an .Automatic inspection,
three areas-are examined, Mr. Jo-
cek said. The inspectors check the
condition ofthe-fire protection sys-
tem upon arrival looking to see if
the system has been tampered
with, if the system has been acti-
vated since the last inspection and
if there has been any change in the

system which may cut the hazards
in one area but increase them in

another.

The second step is the actual fire
test Following the test, the inspec-
tors inspect all components, par-
ticularly noting the condition of
the piping, the obstructions of the
nozzle or any condition which an
inspector thinks would hamper
the overall performance ofthe sys-
tem. Finally, the inspectors evalu-
ate what the condition ofthe sys-
tem is after the inspection.

Armed with the results of the
tests, Automatic inspectors meet
with the company's top manage-
ment before they leave the prem-
ises. They may "approve" the sys-
tem, make recommendations for
modifications and discuss any dis-
crepancies in the condition o f the
fire protection system.

A comprehensive report is com-
piled after the inspectors leave the
company, documentingevery pro-

ceduretaken duringtheinspection
and the results of the test. -



INnsurers' services...

Continued from page 17

fined for services suppliers, and
asked risk managers to rate their
insurers (and outside contractors)
in each. The five tasks o f safety and
loss control specialists in the area
of workers compensation are:

- Helping identify the loss-
producing conditions.

- Developing improved loss
control methods.

- Communicating this informa-
tion to you, and to your top man-
agement when necessary.

= Assisting you in implement-
ing safety and loss prevention pro-
grams.

- Engaging in a continuing eval-
uation and dialogue on safety and
loss control efforts.

In each of the five areas, rnore
Editorial Advisory Panel members
rated insurers "adequate" than
rated the services "excellent”
or "lousy." (One participant ab-
stained, from the ratings.) On the
first point, more than half (13) o f
the survey participants said the
services they receive are adequate,
while six said they are excellent
and four rated the service as lousy.

Presumably, risk managers were
telling of their satisfaction with in-
surers' inspection services, a point
borne out by the response to a later
question in the survey.

We asked members of the panel
how many times a year they think
a safety or loss control engineer
should inspecteach facility, which
drew opinions ranging from twice
a year to 12 times a year, depending
on the type of operation. Thirteen
participants said once or twice a
year is enough, while another nine
said inspections should take place
atleast quarterly, and as often as 12
times a year.

Doesthishappen?wewondered.

Buyers offer

service tips

to insurers

CHICAGO-Workers compen-
sation insurers could improve
their safety and loss prevention
services, say members of the Bl
Editorial Advisory Panel. Mem-
bers of the panel commented:

- "We need better safety train-
ing programs and better-qualified
(experienced) loss prevention rep-
resentatives. Insurers should pro-
vide specialized audits where
needed.”

- "We have difficulty obtaining
copies of investigation reports
from our carrier, thus hamper-
ing effective administration of'
claims.”

- "Safety is achieved through
increasing employe awareness and
this is not accomplished by peri-
odic inspections. Rather, greater
emphasis on employe training is
needed-e.g insurers should ad-
vise us on how training programs
should be structured, training
tools needed, methods of evaluat-
ing the training, etc.”

= "We did an internal review and
concluded the carrier was lousy.
We drew up an action plan and met
with the broker and the carrier.
They accepted the criticism and
designed a corrective program. It
isnowunderway; lhopeitworks."

= "The most effective method o f
providing loss control services is to
contract with a consulting firm,
outlining the quallity, scope, etc. of
the desired services, reports, etc.
Insurance industry has allowed
loss control quality to drop."

- "We have been more fortunate
than most...in our case, we have a
good man assigned to the responsi-
bility for the account. He makes
thinmngs happen . -

For 15 ofthe respondents, inspec-
tions are done as often as the risk
manager thinks they should be
done; but for nine survey partici-
pants, inspections don't take place
as often as they should or as often
as the insurer promises they will.

More than half also said they re-
ceive adequate help on developing
improved loss control methods,
while six said insurers do a lousy
job on this score and another five
said they do an excellent job.

INnsurers didn't do so well on
communications; only 10 risk
managers said they receive ade-
quate communications from insur-
ers or other suppliers on safety and
loss control, including inspection
reports and recommendations for
improved safety measures. Seven
risk managers said insurers do an

Continued on following page
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HERBERT L. JAMISON & CO.

90 Part( Avenue, New York, N.Y. 10016 « Area Code 212-490-7600

INSURANCE BROKERS

Offering professional services to
business and industry since 1938

Before theyaskyou about

dental care programs, ask us. So far
4,151 benem managers did.

Last year thousands of employee benefit
managers contacted the American Dental

Association for information on dental benefit

plans. Why?

Dental care plans are a rapidly growing
employee benefit-from two million people
covered in 1965 to an estimated 48 million today.
Employers and union officials recognize dental

plans as a worthwhile employee benefit.

Further, the American Dental Association has
experience gained from longstanding cooperation
with the nation's largest carriers and purchasers

of dental insurance.

We can help you better understand dental care
and make the right decisions for your company

and your employees.

Return this coupon, and we'll send you a
package of useful background information on

dental prepayment.

IE you are considering a dental plan for your
company, or presently have coverage, we believe
you will find this information important. Please

send the coupon to: Robert E. Caffrey, Council
on Dental Care Programs, American Dental
Association, 211 East Chicago Avenue, Chicago,

Illinois 60611.
For your information kit send this coupon to: 816/11/79

Robert E. Caffrey
Council on Dental Care Programs

American Dental Association

211 East Chicago Avenue
Chicago, lllinois 60611

Name

Title Phone
Company

Address

City State Zip
Number of employees

Presently have a dental plan? Yes No
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INnNsurers' services...

Continued from previous page
excellent job of communicating to
insureds, while six believe they do
a lousy job.

In that same vein, we asked Ad-
visory Board members whether
they receive what they consider
useful and adequate reports of in-
spections and recommendations
from their workers compensation
carriers. Fifteen said they do, while
nine said they don't.

Insurers do an adequate job of
assisting in implementing safety
and loss prevention programs, said
11 risk managers responding to our
questions. But seven think insur-
ers do a very poor job, a larger

Property...

Continued from page 17

colades upon their broker's safety
programs. "We have a guy in our
broker's office that is so involved
(with safety) that he actually sits
on our OSHA committee,”" said
Richardson-Merrell's Mr. Gullo.
"I'd put him up for inspectoro fthe
year."

Some risk managers have no
complaints about the number of
safety inspections performed by
their casualty insurers. It's the
quality of the inspections that bug
them.

"They (the carrier) come around
with what they call their audit pro-

cedure," said Dayton-Hudson's
Mr. Cain. "They simply audit our
program, ratherthan make sugges
tions. | don't think the two are the

same."

But if you ask risk managers to
evaluate their property insurers, a
dramatically different
emerges. Without exception, the 18
risk and insurance managers Busi-

ness Insurance interviewed said

picture

their property insurers provide in-

dispensable services.

"Their engineering services are
absolutely outstanding,” said
Charles Scott, insurance manager
at the Washington Suburban Sani
tary Commission in Hyattsville,
Md., o f the Factory Mutual System
"They are really tuned in to the sit-
uation.”

At Rouse Co,, a Columbia, Md.-
based shopping center developer,
inspections by Factory Mutual en-
gineers have improved losscontrol
methods, said vp Steve Sachs.
"They force us to look inward.”

Most companies supplement
their in-house safety programs
with services from their property
insurers. "We depend on ourselves
for basic technology," said Mr.
Weber of 3M. The insurance carrier

acts as an "auditor,” monitoring
3M's safety work. Such an audit
role is important since company
safety staff "lack the interplay of
being directly familiar with other
risks," Mr. Weber explained.

Risk managers said they gener-
ally receive the biannual inspec-
tions of major locations from their
property insurers. At Rouse Co.,
inspections by FM engineers can
last one or two full days. After each
inspection, Mr. Sachs and plant
managers receive copies of FM
safety reports so top management
instantly knows where the prob-
lems are and corrective action can

[ == = = — W S . -

More tornado losses

Insured losses caused by wind,
hail, tornadoes and floodingwhich
struck scattered parts of Texas,
Kansas and Missouri, May 19-22,
are estimated at $6 million by the
American Insurance Assn. Major
damage occurred in Parsons, Kan_;
Springfield, Mo., and Houston,
Tex. The damage estimate does not
include losses covered under the
National Flood Insurance Pro-

grarn.

number than the five who thir K in-
surers do an exge.lent job.
Similarly, 11 risk managers rated
their insurers as adequate u hen
asked if the.r carriers engage in a
continuing dialogue to evaliate
and upgrade safety and loss con-
trol efforts. And, as on earlierques-
tions, a Eroup of six rated their in-
surers lousy on th.s point whEe an-
other six sajd the insurance zom-

panies do an excellent job.

To try and refine:his point a bit
more, we asked panel members to
tell us if their work comp carriers
analyze with the insured the total
dollar losses and the accident zates
and causes to determine where
better programs or safety invest-
ments are needed. Out of 24 re-
sponses. 16 said yes, while eight
said insurers don't come thrcugh.

Risk managers and insu.ance

buyers participating in our survey
were more evenly divided on the
question ofwhether the safety and
loss ccntrol services insurers pro-
vide are too heavily orienzed to-
ward insurance and unde-writing
needs. We wanted tc know how
custcmers view their supp_iers. At-
though the question may seem bi-
ased, we were trying to gei a more
accurate feel for the level c f satis-
faction and the feelings of the poli-
cyholders about their insurance
cornpanies.

In this instance, 12 participan:s
responded that they thinkinsurers
steer clear o f being "too insurance-
oriented," and apparently have the
interests o f the client at heart. An-
other 12 risk managers sa_d they
think insurers' services on the
safety side are claarly tco
insurance-oriented, meaning that
they are perceived as serving the
insurers' own purpcses and not
enough to help the clients.

Of the 30 companies participat-
ing in the survey, 17 are in the cate-

Risk Managers Rate
INnNsurers' Services

Helps identi-y loss-producing

conditions.

Develops improved loss control
methods

Communicates this information
effectively to policyholder,
ard to top management (of
pclicyholdefs company)
when necessary

Assists in implementing safety
ard loss orevention programs

Engages in continuing evaluation
and dialogue on safety and
loss control efforts

gory of large c orporate accounts,
10 are medium sized companies

Excellent Adequate Lousy

= 1 == —

_ 1 = &
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= 1 7
= 1 6

and three are relatively small

R e e m ——— —



Security firms clean-up as

CHICAGO-As one consultant
says, "There's only one other in-
dustry growing as fast as the pri-
vate security field: Crime itself.”

The ever-increasing demand for
security services has triggered
growth to w here there are now
some 10,000 privately owned secu-
rity firms in the U.S. selling $5 bil-
lion in services annually. Projec-
tions are that by 1390, the industry
may sell as much as $15 billion in
services.

Uniformed guard services con-
tinue to be the mainstay of the in-
dustry but more and more compa-
nies are offering a broad range of
services such as undercover inves-
tigations to solve internal thefts,
electronic monitoring and even
consulting services to companies
that are interested in cutting down
their vulnerability to crime.

Risk Manaa€incit

SErVICES

In addition, many companies of-
fer specialty lines and unique
styles of services as the booming
field becomes more and more com-

petitive.

For example, the owner of the
Chicago-based Lake Shore Detec-
tive & Patrol Service says about
40% of his business is retail store
security, providing guards not
only to walk floors in search of
shoplifters, but also to keep a con-
stant watch on inventory control.

The Wackenhut Corp., with
20,000 operatives worldwide, of-
fers a strike and emergency sup-

port service to guard againstbuild-
ing damages during strikes. The
company also boasts the ability to
move complete kitchen, laundry
and dining facilities into a plant
where employes are working
around the clock during a strike.

Wackenhut has also developed a
closed-circuit television moni-
toring system through its subsidi-
ary, Wackenhut Electronic Sys-
tems Corp., which not only moni-
tors, but also controls access to
building elevators and doors. The
Miami police department and the
Kennedy space center in Florida
use the system.

The company intends to place
more emphasis in the future on in-
tegrating its guard service with the
electronic system, a spc,kesman

said.

The 25-year-old Wackenhut firm
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crime wave roars
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Uniformed guards continue

.©' to be the mainstay of the se-

curity industry, but more
and more companies are of-
fering a broad range of ser-
vices such as undercover in-
vestigations to solve inter-
nal thefts, electronic moni-

'4- * toring and even consulting
.,«; ,. services to companies.

5 le 4

last year brought in nearly $150
million in sales, three times its 1969
volume o f $48 miillion. "The private
industry is more than double the

o 1979
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Photo: Calif Plant Protection

size of the public law enforcement
sector. That gives you an idea as to
how much it's grown in the last 10
to 20 years," the spokesman said.

Continued growth seems cer-
tam. A number of smaller cities,
particularly those with smaller tax
bases, are looking into contracting
with private firms for fire services
and police patrols rather than com-
missioning municipal forces, the
Wackenhut spokesman said.

Another large firm, CPP security
services in Van Nuys, Calif., ex-
pects 1979 revenues to total $45
million, 25% more than its $36 mil-
lion in sales for 1978, according to
Charles W. Colglazier, vp for fi-
nance and administration.

Most companies charge between
$4 to $6 per guard hour depend-
ing on the type o fjob and whether
or not the guard is to be armed.

Industry is by far the largest cli-
ent of security firms, not only for
guard services but also for under-
cover investigations of internal
thefts, drug dealing, vandalism and
compensation claims fraud, all of
which are of growing concern to
corporations.

"A lot of stuff is disappearing
from the docks and the ware-
houses and companies have de-
cided they must do something
about it,” said Wackenhut's
spokesman.

Security companies that offer
the service usually send in a skilled
investigator to work as a dockhand
or clerk to look forevidence ofmis-
conduct. The evidence is then
turned over to o fficials o fthe client
company.

Such investigations almost in-
variably turn up evidence of em-
ploye theft, said Vincent Ruffolo,
president of A&R Security in Chi-
cago. "l would say 95% of the
time you uncover some type of
theft. It may not be the theft you
were looking for, but you always
seem to discover some type oftheft
and pilferage,” he said. "Industry
is gradually realizing the impor-
tance of internal theft stoppage.
Their profit margins won't tolerate

it =amy rmore . -
Captive manager

spots new haven

GRAND TURK, Turks and
Caicos Islands-This British
Crown Colony southeast o f the Ba-
hamas is vying for a spot on the
captive insurance industry map.

"The government is pushing it as
a tax haven" says John Ray, man-
aging director of Caymans Under-
writers Service Ltd., which has
just established a management
company here also.

Colony Insurance Services Ltd.
was formed last month and is al-
ready managing three captives
from here, says Mr, Ray, One is Col-
ony Insurance Ltd., wholly owned
by Charter Oil Co., as is Caymans
Underwriters Services. Colony
will reinsure Charter's St. Ives In-
surance Ltd. of the Caymans.

The Turks and Caicos Islands

have a population of only 6,000. -



"The secret of success

is to do the common duty

INn our over-

uncommonly well.

quotes, accurate

John D. Rockefetter, Jr.

communicated society, where
you see literally hundreds
of advertisements daily, the
word "service" has become a trite
promise. We at Global Aviation know

the agent's real needs. Rapid turn-
around on

p)licy issue and fast, fair
claims handling. We're an up and
coming, v.able company.
Contact Global. You'll experience the
pleasure of working with a group of

people who do their duty uncommonly
well.

Global Aviation Insu, ance Manage,s
A Division of Corroon and Black of Texas, Inc
4822 LBJ Freeway / Suite 277 / Dalla Texas 75234 / Telephone: (21 6) 661 -9004 1 Telex 73-0756

Security firms guard
contract promises;
cut out guns, dogs

By JOHN MAES

CHICAGO--Security service
companies are guarding their lia-
bility insurance budgets by elimin-
ating the use of armed guards and
guard dogs, only to find another
insurance pest pop out of the dark:
errors and omissions insurance.
INn many contracts, security
firms are assuming responsibility
for stolen property, says Bruce
Brownyard, vp ofW.H. Brownyard
Corp., a managing general agency
specializing in security companies’
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insurance.

"We are asking services to put
into their contracts that they won't
be responsible for theft of prop-
erty,” he said because if they do,
the security firms set themselves
up as insurers and open to suits if

something is stolen.

But the booming security ser-
vices business is cutting its high
cost of liability insurance by cut-
ting back on or eliminating the use
of armed guards and guard dogs.

Most firms say they will accept a
request from a client for an armed
guard only if they find the request
legitimate, while others say they
have turned down business be-
cause a prospective client insisted
on having armed guards.

"We try to avoid arming guards
and we've turned down business
for that reason, because we feel
that if you need a gun, it's too dan-
gerous for anybody to be there,”
said Charles Colglazier, vp of fi-
Nnance administration at CPP secu-
rity services in Van Nuys, Calif.

"We don't want our guards to be
policemen. If they see a fire they
should call the fire department and
ifthey see a crime, they should call
the police department,” he said.

"We're very insurance minded
here," said Ira Lipman, president
of Guardsmark Inc., a Memphis,
Tenn.-based company. Only 2% of
the firm's business involves armed
guards and the goal is to eliminate
arms entirely, said Hugh McCom-
mon, vp/risk manager.

Guardsmark, which had $33 mil-
lion in 1978 sales, is self-insured for
the first $50,000 O f its generalliabil-
ity and carries primarx and excess
insurance up to $5 million.

De-emphasizing armed guards
has cut liability insurance costs at
A&R Security in Chicago by be-
teen $12,000 and $15,000 in the
last three years, says president
Vincent Ruffolo, "When you tell
the underwriter you have less than
10% armed guards, you're going to
make him feel better,"” he said.

The industry is still feeling the
effects of a 1967 Rand Corp. report
that took the security industry to
task accusing it of shoddy prac-
tices, particularly in the training
and use of armed guards, said Mr.
Ruffolo. The report"scared" insur-
ers into raising liability premiums
and drove others out of the market

Less use of armed guards how-
ever, is generating a"softening” in
the market for security service in-
surance and rates have come down
between 10% and 20% in the last
several months, said Mr. Brown-
yard.

Guard dogs, also declining in
popularity in the security industry,
pose a similar insurance problem,
but some companies say the mar-
ket demand for dogs is also on the
decline. Some firms will still sub-
contract for dogs if their clients
want them but the majority don't
use them at all.

One exception in these trends is
Lake Shore Detective & Patrol
Service in Chicago. Owner Henry
Szura says insurance costs keep
going up and he keeps using guard
dogs because they are profitable.
He pays $600 to $1,000 in liability
insurance premiums for each of
the 22 dogs his firm uses. m



HOVV DO YOU KNOW IF

YOU HAVE THE RIGHT

FIDUCIARY LIABILITY POLICY

THE INSURANCE BUYER'S ERISA QUIZ

[3 Does your policy limit coverage to persons defined as fiduciaries?

Il Does your policy limit coverage to wrongful acts of insureds only?

[3 Does your policy provide defense costs within the limits of liability?

[3 Does your policy limit loss to damages by definition, and exclude non-pecuniary

claims?

El Does your policy by definition exclude employee benefits liability losses?

[3 Does your policy include outside persons as insured fiduciaries?

[3 Does your policy contain a limited retroactive acts exclusion?

[J Has your policy been purchased without the advice of competent legal counsel who
has rendered an opinion in writing as to which contract he felt offered the broadest

coverage?

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 you

have an uninsured loss.

How do you know you have the right fiduciary
liability policy? There's only one way-to com-
pare. Remember-alU 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 thoraugh 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
recommendatiéns. 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
provided 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. Youte got to

compare. You've got to talk to the experts...
NOW!

Professional Indemnity Agency, Inc.
Professional Intermediaries Associates, Inc:
110 East 59th Street
,.-. New- York, N.Y. 10022
--- .1 22»Tel (212) 421-2033 Telex 14-8435
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Claims firms thrive on work comp b

By STUART EMMRICH

NEW YORK-INn what may be
one of the fastest growing and
most competitive of the risk man-
agement services markets, claims
administrators are falling all over
themselves trying to scoop up new
accounts from the growing num-
ber of self-insurers.

Claims administrators are apt to
handle claims for such self-insured
programs as health benefits, prop-
erty and even product liability
risks, but self-insured workers
compensation programs provide
the foundation of the claims ad-
ministrators’ business.

And with the hordes of compa-
nies turning to self-insurance of
workerscompensation, businessis
growing all the time. Today it's ex-
ploding into a billion-dollar indus-

Rehabilitation saves

Risk Manalcm€nt

Services

try, with hundreds of firms scram-

bling for a share ofthe increasingly
lucrative market.

Claims administrators have also
sharpened their wares. What a few
decades ago was just processing
claims filed by employes has be-
come a "full service" claims ad-
ministration program. The new
catch words encompass tasks from
helping a company start a self-
insurance program to tracking
down that unscrupulous worker
collecting a disability paycheck at
home for one job when he is work-
ing at another.

Indeed, claims administrators
offer just about everything an in-
surance company does--except a
policy.

There doesn't seem to be any im-
mediate slowdown in this highly
competitive field, either, with in-
creasing numbers of firms turning
to self-insurance to cut business
costs.

"Workers comp is one of the
easiest things to self-insure, be-
cause the dollars are easy to see.
When a company is thinking about
self-insurance, workers comp is
one of the first things .t tries,"” ex-
plains James Schram, vp of mar-
keting for Employers' Self-
Insurance Services (ESIS), one of
the oldest and largest firms in the
business.

While more self-insurers are de-

ciding that while they want the

savings that doing away with an
insured plan may bring, they don't
want the administrative hassles
brought with them, the adminis-
trators say.

Of the 300 self-insurers in Cali-
fornia 10 years ago, about two-
thirds administered their own
claims, said one official. Now there
are about an estimated 1,350 firms
and 900 public entities self insur-
ing workers comp; approximately
two-thirds of them purchase out-
side services.

Services firms realized in the
last decade how lucrative selling
services to self-insureds can be. In
California alone, 63 administrators
are now licensed to do business in
the state; 11 years ago, there were
just 10.

Competitors in the field gener-

you claims dollars by

opening up ways to close
a case faster.

NliIshonweeks

Wayne S., a 29-year-old assem-
bly line worker had been a paraple-
gic for 14 months, as a result of an
automobile accident, when his case
was referred to IRA. An IRA reha-

bilitation specialist found that
Wayne wanted to return to work

At International Rehabilita-
tion Associates, known as IRA,
we've learned from our experi-

ence with more than 700 accounts

that an injured worker usually
wants to return to work. It's our

task to make that as easy as possi-
ble for the worker, his or her fam-
ily and also the employer. But
we've also learned that rehabilita-
tion is a complex process involv-
ing many factors. By taking them
all into account, we can open up
ways to close a case faster.

IRA rehabilitation involves
what we call the "whole person."
We consider not only medical re-
quirements, but motivational, so-
cial and financial needs as well.
We are often able to encourage a
supportive attitude by the claim-
ant's family and relatives, which

can hasten the return to work.

In the vital area of job place-
ment, we always try to return
workers to their original jobs.
When that is not possible, an IRA
job analysis can sometimes dis-
cover ways to alter a job slightly
so as to make it feasible for the in-
jured worker. Otherwise, we help
find a new job that makes full use
of what an injured worker can do.

One reason for using IRA re-
habilitation to close a case as
quickly as possible is a simple rec-
ognition of human nature. An in-
jured worker's basic desire to get
back to work can sometimes
slacken over a period of time. The
other reason is, of course, that a
significant amount of money can

be saved for the insurance com-

pany or self-insured.

and that his previous job could be
done in a sitting position, except for
the need to pick up parts across the
plant floor. IRA convinced his em-
ployer to have another worker re-
plenish the parts twice a day.
Wayne went back to work, full

time, just six weeks after the initial
interview, saving the insurance car-
rier over $100,000.

We'd like to prove we can save
money for you. Our estimates show
approximately $10 in claims saving
for every $1 spent on rehabilitation.
For more information, write:
George Welch, President, Interna-
tional Rehabilitation Associates,

985 Old Eagle School Road, Wayne,
PA 19087. Tel: (215) 687-9450.

international
rehabilitation
associates inc.

In Canada: rehabilitation
services of canada

usiness

ally fall into three categories.

» Independents, such as Craw-
ford & Co. o f Atlanta and the New
York-based General Adjustment
Bureau (GAB)

- Subsidiaries of insurance
companies trying to recoup some
of their premium losses, such as
ESIS (Insurance Co. of North
America), National Loss Control
Service Corp. (Kemper Cos.) and
Underwriters Adjusting Co. (Con-
tinental Insurance Co.)

< Insurance brokerage firms
that have realized this is one more
potential area for profit. Among
the leaders are Alexander & Alex-
ander, Frank B. Hall& Co., Arthur
J. Gallagher & Associates, Fred S.
James & Co. and Marsh & MeLen-
nan.

Also in the field are hundreds of
small, one or two-person firms that
generally handle a few clients in
one geographical area.

The brokerage firms now in-
volved in risk management ser-
vices are perhaps the most compet-
itive. The older, larger claims man-
agement services firms-R.L.
Kautz of Los Angeles, Crawford &
Co. ofAtlanta, Gates, McDonald &
Co. of Ohio and ESIS-have al-
ready created their niche in the
field and are basically trying to
hold onto it.

But the brokers, some of whom
just got into the field in the past
decade, see limitless potential
business.

"There is no doubt in my mind
that risk management services is
going to be the fastest growing part
of our company in the next few
years," says A&A's vp James
Paulding. A&A has provided these
services for about 10 years, Mr.
Paulding said, but decided four
years ago that "the demand is
there, we might as-well go ahead"
with formingAlexsis to handle the

business.

Like his competitors in the field,
Mr. Paulding sees other benefits
from the business besides the reve-
nues from handling claims. "We of
course hope that our clients will
like us so that they will go to A&A
for their other needs. | think that is
in everyone else's mind," he said.
"We expect to see a payoffin a few
years."

Mr. Paulding admits thatAlexsis
can't go after the share of the mar-
ket held by such giants as ESIS
and GAB, but says he doesn't want
to. "I may not be able to compete
with the really big firms, but that is
not important to me. What is im-
portant is that we are equal or su-
perior to the companies who really
are our competitors, Frank B. Hall,
Marsh & Lennan and the others.”

Brokers selling services to self-
insurers generally agree the prod-
uct will pay offin otherareasand is
a natural addition.

Marsh & McLennan's vp James
Lee said all of his 12 clients have
come through contacts with M&M
account executives, usually be-
cause excess insurance is being
bought through the firms. But he
and others in the business stressed
that there is never a mandatory tie
between purchasing one service
from the company and being obli-
gated to purchase another.

However these companies get
their business, they must be doing
something right. Everyone re-
ported that profits and thenumber
of clients have substantially in-
creased in the past few years, with
no slowdown expected soon.

ESIS says its revenues ap-
proached $5 million last year, an
increase of almost 25% over the
previous year. Frank B. Hall re-
ported a .growth-rate of between
20% and 30% last year, as did Un-
derwriters Adjusting Co.

And the profits weren't just be-

Continued on page 84
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consultants. We don't work for insurance companies. We work for you,
Giving you facts, not opinions. And reasons, not sales pitches. * So

give us a call. We'll make your business a lot less risky,'and a lot
more profitable.

7839 Churchill Way, Suite 130 .Dallas, Texas 75251 (214) 980-0088 Telex 791-691

Claims firms...

Continued from page 82

ing funneled to the big firms in the
field. Hewitt, Coleman & Co., a
small firm operating in the
Southeast saw its business double
in the past year. President Jim
Lane says part of the growth is due
to an advance selling job by advo-
cates of self-insurance. "Self-
insurance services used to be so
hard to sell because no one ever
heard of them, so they didn't be-
lieve they could be any good. Now
they have heard of them.':,

The growing.demand fof claims
services is so great, some company
executives say, that firms some-
times have to turn away business.

"We grew between 50%'and 100%
last year, but we could have grown
even faster if we had taken all the
business that was available to us,"
says Mr. Paulding of Alexsis.

"In time the business is going to
have to slow down and we
wouldn't want to gear up and then
cut back.- We want to grow at a slow-
er pace, just competing at the top

COLUMBUS and NEW ORLEANS

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL

Call or Write:

THE McELROY-MINISTER
COMPANY

141 East Town Street
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of the scale. We will lose some to
get the ones we really want," he
said,

All of the multi-state firms, small
or lar.ge, usually offer the same
broad range o f services, with each
trying to convince clients that its
particular method of doing busi-
ness is the best for their needs.

Fees can be charged in any num-
ber of ways: a percentage ofclaims
paid, a percentage ofpayroll, an av-
erage price per claim handled, a
percentage of normal premium, a
fee per number ofman hours spent
on the claim or a flat fee for a
range of services, Administrators
wouldn't divulge their specific

charges, explaining they vaned
from client to client.

Industry sources, however, note
that the fees that claims adminis-
tration companies charge self-
insured clients to handle their
workers compensation claims vary
with the kind o f service offered.

An administration company that
provides loss control and safety
engineering services may charge a
fee equal to between 8.5% and 10%
of the premium the client pre-
viously had to pay for workers
compensation insurance. If only
administrative services are of-
fered, the fee might run between
4% to 5% of the premium.

Other,administrative firms sim-
ply will charge a minimum fee and
then tack on a surcharge of $50 for
a medical only workers compensa-
tion claim and up to $140 for every
claim involving lost time that it
handles.

Most large companies that self
insure seem to opt for the fee based
on individual claims, with almost
none going for the percentage of
claims paid. They are reluctant to
base theircosts on how much the
administrator pays out, for fear of
providing an incentive for higher
claim payments.

The smaller independents also
offef a wide range of price sched-
ules, but many seem to favor
charging a percentage ofwhat the
insured premium would have
been, especially for smaller clients.

Not many of the administrators
favor a flat fee plan, although most
municipalities, the fastest growing
source ofnew clients, usually want
to pay through this method be-
cause they must budget at the be-
ginning of each year.

The swiministrators all claim spe-
cial advantages. Kautz and GAB
stress their years in the business
and their heavy dependence on ad-
ministering claims for their living.
ESIS and UAC emphasize their
ties with insurance companies,
which they say gives them addi-
-tional backup expertise. The bro-
kerage firms such as A&A, M&M
and Frank B. Hall, say they are in-
troducing sophisticated tech-
niques to the business.

But they all agree that their push
to provide "full service" is what

Consultant organizes

Robert Hughes Associates Inc., a
firm of independent risk manage-
mentconsultants, hasbeen formed
in Dallas by Robert Hughes,
CPCU, ARM,. a consultant for-
merly with RIMCO Inc. in the
same city. Mr. Hughes was with
RIMCO since 1972 and was execu-
tive vp of the firm when he left to
form his own company. Also
named officers of the new firm
were: Robert R. Shaw, vp-opera-
tions, who had been a principal
and senior consultant with another
firm, after being a broker for sev-
eral years, and Glen A. McCleskey,
CPA, vp-finance, formerly risk
manager for Lincoln Property Co.
and a chief financial officer and
controller for several other indus-
trial firms.

Claims services don't have to
sell themselves anymore, says
Hewitt, Coleman president Jim

Lane.

will continue to make them com-
petitive. "If we don't do a goodjob
in loss control, we won't have a eli-
ent very long, no matter how good
we are at paying out claims," said
Hewitt, Coleman president Jim
Lane.

"We're not just a service organi-
zation that .pays claims; we do
much more than that,” said Fred
Minchk, vp of NATLSCO. "We pro-
vide complete claims management
services, including accident scene
interviews and interviews with the
doctors. We even go so far as a sub
rosatechniqueoffindingoutabout
the guy who is collecting disability
payments at home while out work-
ing a secondjob if we -have to."

Administrators are also placing
more emphasis on helping clients
trying to cut losses by offering
safety consulting services. ESIS
even has a "safety school" in Hous-
ton. The school backs up such
ESIS services as plant inspections,
on-site  educational programs
about safety hazards and safety-
training programs.

Administrators say the services
they provide are just as important
to the potential for saving money
as going self insuring-if not more
important in some cases.

"Many risk managers are in-
terested in self-insurance for more
than cash flow reasons," says
James Lee o f Marsh & MeLennan.
"Some have told me that they
weren't getting what they needed
from the carriers on workers comp.

"In workers comp, to handle a
claim properly, you have to give it a
lot of attention. You need contact
with the doctor and the employe.
When the doctor says the employe
can go back to work, you have to
make sure he does. Risk managers
tell me that carriers just aren't
working the claims like they
should. The whole idea is to mini-
mize the losses.”

Edward Hollingsworth, vp at
Frank B. Hall& Co., agrees. "When
clients come to us they are sur-
prised at the individual service we
give them, how we tailor the pro-
gram to their needs. They thought
they were going to get the kind of
standard treatment as they did
from most insurance cbmpanies,"
he said.

Other competitors add that they
have added business byemphasiz-
ing what some clients see as a dif-
ference between them and insur-
ance carriers.

"We are small and flexible. We
don't go on a time schedule as far
as safety engineering goes-'This
account pays us so much money,
sowecanonlyspendsomuchtime
on it'-for instance. We do iton a
need basis. Some people get ser-
vice from us two days a week,
others just one day a month," said
Bruce Buckler, president ofBuck-
ler, Irvin & Graf.

Scott Wetzel Services Inc. even
goes so far as to assign a full-time
person just to one account, if the
volume is large enough to warrant

N



Claims firms specialize in workers comp

Brief profiles of some of thema-
jor firms with operations in more
than one state to process workers
compensation claims for self-
insurers follow.

Alexsis

3 Peidmont Center, Atlanta, Ga.
30305; 404-261-3400. Contact:
James Paulding, managing vp.

A wholly owned subsidiary of
Alexander & Alexander, this
Atlanta-based risk management
services company employs a staff
of 300, a 10% increase over last
year. They are scattered through-
out 20 of A&A's 100 natiobal of-
fices, mostly in the larger cities
east of the Mississippi.

Formed just four years ago,
Alexsis brought in "between $10
million and $100 million” in reve-
nues last year, according to Mr.
Paulding, who would pin it down
only to "closer to $10 million than
$100 million." Two years ago, total
revenues just reached $2 million.

The firm now has approximately
200 clients, a rate that is increasing
50% to 100% annually, Mr. Pauld-
ing said. Most ofthe clients, includ-
ing some auto manufacturers, elec-
tronics and aviation firms, are
multi-state operations, he said.

Fees are negotiable.

Aetna Technical Services

151 Farmington Ave., Hartford,
Conn. 06156; 203-273-3596. Con-

tact: Robertson Mackay, presi-
dent.

Chartered in 1972 as a wholly
owned subsidiary of Aetna Life &
Casualty, Aetna Technical Ser-
vices has been offering claims ser-
vices since 1974 in a1150 states. Be-
sides a management staffof about
30 people, Aetna Technical also
has a contract with Aetna Casualty
& Surety Co. to use its 3,500 em-
ployes to do field work out of 260
offices.

Clients using the service. for their
self-insured workers comp pro-
grams number less than 100, Mr.
Mackay estimated, adding that
business is "growing substan-
tially."

Most clients opt for a guaranteed
cost program when working out
fees, such as an average cost per
claim, or a percentage of claims ei-
ther incurred or paid. Aetna also
offers an all-inclusive hourly rate
at $40 an hour, but Mr. Mackay said
few firms choose this rate because
it doesn't provide an easily identifi-

able " price tag.”

Brown Brothers

545 Sansome, San Francisco, Ca-
lif. 94111; 415-392-2825. Contact:

Orlo Hill, director of special risks
division.

Although Brown Brothers has
been handling workers compensa-
tion claims for 29 years, the com-
pany just formed a special division
for that purpose in January. Ap-
proximately 10 employes in San

Francisco and 20 in Los Angeles
administrate claims for almost 30

clients based on the West Coast.
Clients include two transporta-
tion companies, a charitable orga-
nization and some public entities.
Rates are mostly based on a flat
fee for medical only claims or an
hourly fee for lost-time claims.
Business has been increasing at
a rate o f almost three new clients a

month, according to the company.

Buckler, Irvin & Graf

48 Mt. Vernon St. Winchester,
Mass. 01890; 617-729-4878. Con-
tact: Bruce Buckler, president.

Handling only workers compen-
sation claims for self-insurers, this
company concentrates its opera-

tions in six New England states.
Approximately 20 employes, up
10% to 15% over last year, work in
the main office. They serve about
50 clients, also estimated to have
inoreased 10% to 15% since last
vear.

Clients include Massachusetts
General Hospital, K-Mart Corp.,
Exxon, Litton Industries and some
local governments. Most pay this
50-year-old company a percentage
of what they would have paid as
premiums under an insured plan,
although several opt for other al-

Risk Manal€Ement
S<€rvicts
ternatives, suchasaset fee foreach
claim handled or a percentage of

claims paid.

Crawford & Co.

PO Box 5047, Atlanta, Ga. 30302;
404-256-0830. Contact: C. C.Letter,
senior vp of marketing.

One of the largest companies in
the field, Crawford has 4,000 em-
ployes in 70 branches. Services are
available in each of the states that
allows self-insurance of workers
comp.

Crawford has been offering
claims management services for
the past seven years and it is one of
the fastest growing departments of
the 40-year-old company, with
100% increase in business each of
the past two years.

Fee structures are flexible, with
options including a time-and-

ARSON
ALERT
FROM

IRI

Arson isn't just
for profit, anymore ...

an intentionally set fire may be arson
-or incendiarism. The motive may be
revenge, maliciousness, vandalism, or
thrill-seeking by an intruder or a
disgruntled employee.

Industrial plant managements can

protect their property by knowing how
and where to be on guard against

incendiarists.

Industrial Risk Insurers can assist in

evaluating protection defenses against
such peril through its Arson Alert
message on prevention of incendiary
fires. Sendforacopyandhelp develop

your awareness of today's ever-present
threat of incendiarism.

expense formula, a flat rate for
claims handled, a percentage of
claims incurred, or a fixed fee for a
broad range of services beginning
with setting up the self-insurance
program to investigating fraud.

Clients include a wide range of
manufacturing firms, food service
companies, fast-food chains, re-
tailers and municipalities.

ESIS

3807 Wilshire Blvd., Suite 900,
Continued on following page

Nndustrial

O isk

Nnsurers

Industrial Risk Insurers, Communications Department B
85 Woodland Street, Hartford, Conn. 06102.

Please send me your Arson Alert message/checklist.

NAmMp

Titlp

Cornpany

Strept

City

St'te

7ip
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Claims firms...

Continued.from previous page

Los Angeles, Calif. 90010; 213-480-

4600. Contact: James Schram, vp
-f marketing.

One ofthe pioneers of claims ad-
ministration services, ESIS, a sub-
sidiary of the Insurance Co. of
North America, has been handling
Forkers comp claims since 1955.
3esides its three regional o ffices in
Los Angeles, Chicago and New
York, ESIS also has 160 claims of-
fices around the country, with an
estimated 300 employes working
in the area of workers comp.

Revenues reached almost $5 mil-
lion last year, an increase of be-
tween 20% and 25%, according to
Mr. Schram, who predicted the
same rate o f growth to continue in
1980.

Clients include Ford Motor Co.,
Shell Oil, Borden, Green Giant and

the Dept. of the Army.
Fees are flexible depending on
client's needs, but the most popu-

lar method is an average price per
claim handled. The least used is a
fixed fee cost.

Gallagher Bassett Insurance
Services

10 Gould Center-East Tower,
Chicago, Ill. 60008; 312-640-8555.
Contact: John C. Campbell, presi-

dent.

Formed in 1963, this wholly
owned subsidiary o fArthur J. Gal-
lagher & Assoc., handles workers
comp claims for about 150 clients
across the country. The staff was
recently increased to 310 employes
working in 56 offices, including
five new offices opened this year.

Like most other firms, Gallagher
Bassett offers property and casu-

some things
are best left

to the experts ..

FL

... like loss control
and risk management.

We're experts in...

* Accredited Industrial Hygiene
Laboratory Analysis

Air and Water Pollution
Claims Management
Fire Protection Engineering

Hospital Safety Management
Industrial Hygiene

* Noise and Vibration

Product Safety
Safety

Occupational Health

* Training and Education
* Ventilation Design

NATLSCO

National Loss Control Service Corporation
Long Grove, lllinois 60049-3121540-2400

alty loss prevention programs be-
sides its workers comp services.

From just six initial clients 16
years ago, Gallagher Bassett has
increased its business steadily
over the past decade. Revenues
have been going up at an annual
rate of 40% the past five years.

Fees are geared to the clients’
specifications.

Gates, McDonald & Co.

PO Box 1944, Columbus, Ohio
43216; 614-227-7211. Contact: Dave
Parker, vp of workers comp.

Gates, McDonald, with 26 district
offices and approximately 325 to
350 employes, is another leader in
the field of claims administrators
of workers comp. Its only weak
areas are some Rocky Mountain
states, with few clients there.

The number of employes and eli-
entsbothgrewatthiscompanylast
yvear, with staffincreasing by about
15% and clients climbing to about
750, a rise ofapproximately 60 over

a year ago.

Mr. Parker estimated that reve-
nues in the area o f workers comp
claims were up almost 20% last
year, accounting for about half of
the company's total $20 million
revenues from claims services.

Clients cover a wide range o f in-
dustries, with a heavy represent*-
tion from governments. Claims
handling fees are flexible at this
50-year-old firm. "We know what
we need to handle the client,” Mr.
Parker said. "They can pay u s
through almost any method they
want.”

Gates, McDonald is owned by
Nationwide Corp., an insurance
holding company.

General Adjustment Bureau
Inc.

123 William St., N.Y., N.Y. 10038;
212-964-3300. Contact: Irving

Gray, self-insurance product
manager.

Although not all of GAB's 5,200

NAT LSCO

Call NATLSCO TOLL-FREE:

800-323-95685

Consultants to management.

some things
are best

left to the expertsTM

a subsidiary of

HempeR CORPORanOn

employes work in the area of
workers comp claims, enough do
in the company's 650 offices so that
services are provided in all states
allowing employers to self-insure.
There are also special workers
comp regional offices in Austin,
Tex; Los Angeles; Chicago; San
Jose and New York.

Approximately 800 clients are
handled by GAB, covering many
different industries.

While asserting that his com-
pany is doing well in a very com-
petitive market, Mr. Gray shied
away from releasing figures about
his company's revenues or fee
structures. "I have found no ad-
vantage in doing that. People
know who we are. We don't haveto
notify them," he said.

GAB has been handling workers
comp claims since 1947.

Frank B. Hall & Co. Inc.

549 Pleasantville Road, Briarcliff
Manor, N.Y. 10510; 914-769-9200.
Contact: Hunter Long, vp.

This large brokerage firm has
four subsidiaries handling
workers comp claims in seven
states, employing approximately
250 people.

The company has about 5,000 eli-
ents, but many of those are small
employers, according to Edward
Hollingsworth, vp. Many belong to
associations or pools for their
workers comp programs.

Business has been increasing be-
tween 20% and 30% this year, with
no slowdown predicted in the next
year. Clients pay on a system
geared to their requirements, al-
though most follow a cost-per-
claim structure. Mr. Hollingsworth
said only a tiny number of clients,

the smallest ones, pay a flat fee for
services.

The Hall subsidiaries that handle
workers comp have been in exis-
tence anywhere from 242 to 30

yvears.

Hewitt, Coleman &
Associates

3311 Poinsett Hwy., PO Box 3665,
Greenville, S.C. 29608; 803-
242-4350. Contact: Jim Lane, pres-

ident.

Although this 56-year-old corn-
pany mainly works in the South-
east with four claims offices in
South Carolina, Florida, and Mis-
sissippi, it does have some clients
in the Midwest About 2,000 clients
are participants in employer asso-
ciations, another 75 are indepen-
dent firms that self-insure.

Business has doubled in the past
two years, according to Mr. Lane,
with more clients signing up this
vear.

Most of its customers pay a fixed
fee worked out between the com-
pany and the client with Mr. Lane
saying he tries to stay away from
a percentage-of-claims-paid for
structure.

About 90% of the company's rev-
from  handling
workers comp claims, Mr. Lane
said.

Most of the group clients come
from the lumber and construction
industry; many of the individual

clients are local and regional gov-
ernments.

enues come

Fred S. James & Co. Inc.

230 W. Monroe St., Chicago, lll.
60606; 312-726-4080. Contact: Bob
Young, vp of self-insurance ser-

vices.

Another large brokerage firm
that got into the claims administra-
tion business in the past decade
(1971), James has about 600 clients
served by 225 employes in 30 re-
gional offices around the country.

Business has increased about
15% in the past year, with even
higher growth rate predicted for
next year by Mr. Young. The
claims services branch of James
brings in about 10% of the

Continued on page 88



VWe've
Got You
Covered.

Our function is to cover the Bermuda Market.

D Spenesel Vs Rescentand Genel Nenagg

1. H. BLADES & CO. (INTERNATIONAL) LTD.

Insurance and Reinsurance Brokers

P.O. Box 691, Hamilton 5, Bermuda

Telephone: (809-29)54169 Telex: 3280 Cable: "Blacoins"

Nomatter what the risk,

CONTROL of WEU expenses are
incurred in attempting to control or
extinguish a blowout.

-CLEAN-UP and CONTAINMENT of

- -- spilts which otherwise might pollute is
' mandatory and expensive.

SEEPAGE and POLLUTION liability
exists for damages to persons or property
caused by a spill from a blowout.

REDRILLING EXPENSEScan be
covered sothatyou can dfill the well
back to the pay zones.

We'll get youcovered.

Oil and gas exploration today pre-
sents a spectrum of new problems.
One of the major problems is
insurance.

Blades offers insurance protection
not only for physical damage to the
contractor'S drilling equipment, but
also will protect the operator against
costly expenses caused by a blow-
out. We can coverthe costs of con-

trolling the blowoutor fire, expenses
incurred in containing or cleaning up
a spill caused by the blowout, and
the expenses of redrilling the well.
We alsocan protect you from sub-
sequent damages due to ssepage
and poltution from the blowout

We began the business of pro-
tecting oilmen with well control
insurance. Because we were

J.H. BLADES & CO., INC.

one otthe initiators,we have the
experience and contacts to serve
you best

The cost? Only your agent can tell
you. Have him call Blades. We'll get
you covered.

Contact Jerry Burke
and Bob Daniels

J.H. Blades & Co.,Inc.
P.O. Box 22003
Houston, Texas 77027
713/780-8770

Cable: "BLACOINS"
Telex: 791492

Otheroffices in San Antonio,

Tulsa and Bermuda

Under construction

OO O

Under tow

Under way.

They all need to be underwritten.
Call Blades..we'll get youcovered.

We cover the waterfront when it
comes to ocean-river marine and
oil insurance.

A single source of coverage
whether you're deep-sea diving In
the Azores, building a porlon the
Great Lakes or shipping cargo to
the Middle East.

We've been finding markets for
unusual risks for25 years, serving
clients nationwide and intemation-

ally. When you've been doing

something formorethan two dec-
ades, you know where to look,

who to call and how to draw the
form. That's why we've been able to

provide coverage when others
couldn't.

It's required expansion into San
Antonio and Tulsa, an international
headquarters in Bermudaand a
branch in Europe. We also act as
Correspondent for Underwriters at
Uoyd's, London.

But what about tomorrow? That's
why we're constantly researching
the market. To keep abreast of
developments and future trends in
shipping, finance and insurance.
Irs the only way to offer water-tight
coverage and maintain flexibility in
our programs.

If you're involved with insurance
ranging from birth of a ship to berth
of a cargo, have your agent call
Blades. We'll get you covered.

Contact Fred Munsen

and Bill Williamson

J.H. Blades & Co., Inc.

P 0. Box 22003

Houston, Texas 77027
713/7808770
Cable:"BLACOINS"

Telex: 791492

Otherofflces in San Antonio,
Tulsa and Bermugla

Insuring agminelevator takes an organization

thatcan look at the whole pictura

In addition to the grain
elevator, you've got to insure
the grain tanks. The grain
itself. And the vessels that
take it out.

Then there are the lives that

could be lost. and third party
losses that could result. It's a

1.H. BLADES & CO

very complex picture indeed.

Which is why you should
look to J. H. Blades & Co.. Inc.

For more than 25 years
we've assembled insurance
programs on very nearly
everything. From crop dusters
to offshore rigs.

So we know how to make
the complex simple.

For an insurance package
that's just right for you. have
your agent call EllisWelch. our

Manager. He'll get 1KA
you covered.

INC.

P.O. Box 22003 Houston, Texas 77027 713/7804770. Cable: "BLACOINS" Telex: 791492,
Other offices in San Antonio, Tulsa and Bermuda.
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Claims firms...

Continued from page 86
company's annual revenues, and
Mr. Young expects that percentage
to increase in the coming years.
Claims services now bring in an-
nual revenues in the "eight fig-
ures" range, he said.

Clients, most of whom pay on a
cost-per-claim basis, include a $2
billion paper company, a $6 billion
food company, a large hotel chain
and the country's largest manufac-
turer of blue jeans, Mr. Young said.

R.L. Kautz & Co.

1800 Avenue of the Stars, Los
Angeles, Calif. 90067; 213-556-

1111. Contact: Al Schmidt, presi-
dent.

R.L. Kautz has eight regional of-
fices, most of them in California,
handling about 500 clients. The
firm employs 273 people.

ATLANTA -

CHICAGO

Although the firm's clients are
spread around the country, not
many are located in the South. Cli-
ents include Xerox, Norton Simon,
United Parcel Service, Bell &
Howell, Folger Coffee and Foto-
mat Corp.

Fees are usually based on an
analysis o f three years' claims ex-
perience, with Kaut=z usually
charging a flat fee for the first year
of its services based on that analy-
sis. After the initial year, the fee is
then computed based on a percent-
age of normal premium for an in-
sured plan, a percentage of payroll
or some other method worked out
by the client and company.

About 80% to 90% of the com-
income from

pany's comes

workers comp services.

Marsh & McLennan Claims

Management Services

1221 Ave. of the Americas, New
York, N.Y. 10020; 212-997-2000.
Contact: James Lee, vp.

In percentages, M&M's claims
services department is one of the
fastest growing in the field, regis-
tering increases of 300% between
1977 and 1978 and 400% between
'78 and '79. But the actual increase
might seem a little less than that;
only five new clients were added in
the past 18 months, bringing the
total to 12. M&M's base is re latively
small.

Still, whatever measure is used
to gauge M&M's growth in this
area, the result is fairly imressive.
Lastyear's revenues were Sl .1 mil-
lion, compared with $300 000 the
previous year. There are now 12
employes in the company's New
York headquarters handling
workers comp claims, with an ad-
ditional 14 in seven regional offices
around the country. Mr. Lee said
he plans to add three or four more
employes before the end of the

When you team up an independent agent with Associated

Aviation Undenvriters, you've got a powerful combination.
Bill McManaman discovered the value of

that team more than once. in fact, he was kind enough to share

his observations with us:

"We have had two losses adjusted by Lonnie Williams with
surprising results. In both cases our insure(is called and told
me in substance they were delighted with his prompt initial
contact, the actual settlement and the genuine concern
demonstrated during the loss adjustment.

This is a refreshing change to the adversary philosophy

we usually find in claims today and | really appneciated
the calls | received from our insuredst’

We've been providing that kind of service for

50 years, and we're proud of our specialists like Lonnie
Williams. Our agents know that all our people are

aviation professionals, and that it's through excellent
service that we maintain our well regarded reputation.
When you're looking for a back.up s,stem in

aviation, it doesn't pay to cut corners.

DALLAS DENVER

DETROIT

Associated Avion Underwriters

90 John Street N.Y.,.NY. 10038

KANSAS CITY - LOS ANGELES

year and about 15 more in 1980.

Clients include a large food mar-
ket chain, a Southern fabric mill,
a department store chain and
Rutgers and Syracuse universities.

Rates are usually based on a fee-
per-claim basis, although some eli-
ents with a large volume ofclaims
are eligible for a fixed fee struc-
ture

National Loss Control
Service Corp.

Long Grove, lll. 60049; 312-540-
2000. Contact: Fred Minchk.

A subsidiary ofthe KemperCos.,
NATLSCO has about 400 to 500 em-
ployes working in 112 branch of-
fices. Some share working space
and staffs with Kemper, while
others, servicing large firms or
markets stay independent.

The company's overall revenues
increased about 30% a year over
the past three years, with the self-
insurance services growing at a
rateofabout20%a year duringthat

LONNIE W.WILLIAMS. AAU. OLIVER. SFR,VfCE'04iC[ WILLIANIC.,M61ANAN. AGENT, CLINTON P.EDERSON CO .

SAN FRANCISCO

time. It is estimated that about 20%
of the company's income comes
from

handling self-insurance

claims.

Like other companies, the
11-year-old NATLSCO has a
flexible fee structure,'with the ac-
tual form and amountofrate based

on clients' loss history and size of
staff.

Rasmussen Agency

62 Halstead St., East Orange, N.J.
07019; 201-675-3940. Contact: Wil-
liam Small, vp.

The 45-employe agency works
primarily in the New Jersey area,
handling claims for state-based bu-
sinesses, as well as national firms
with New jersey operations. But
the majority of its business comes
from handling workers comp
claims for municipalities, includ-
ing some of the state's largest
towns. Rasmussen now handles
claims for about 20 governmenten-
tities, many o f those added during

the past year.

Underwriters Adjusting Co.

80 Maiden Lane, New York, N.Y.
10031; 212-374-2251. Contact:
James MclLain, vp of marketing.

UAC, a subsidiary ofContinental
Insurance Co. has about 30% of its
4,000 employes handling workers
comp claims for about 150 clients.
Claims are handled out of 300 ser-
vice locations around the country,
in all states except Alaska.

Business has been increasing at
an annual rate of about 30%,
although company officials did not
disclose actual revenues.

Most clients, which include oil
and gas companies, food indus-
tries, space and technology firms
and computer companies, use a
flat-fee-per-claim rate structure.

South-West Safety & Claims

Services Inc.

PO Box 4014, Tulsa, Okla. 74152;

918-932-3641. Contact: C.A.
Towne, secretary-treasurer.
This 29-year-old company

mostly handles claims in the
southern and western parts o f the
country, but the nine-person staff
will soon be expanded to include a
branch office in Arkansas.

About 50 clients brought in an
excess of $500,000 in revenues last
year, an 30% increase over the pre-
vious year. Clients increased by
10% to 15%.

Fees are usually based on a per-
centage ofnormal premium for an
insured plan.

Scott Wetzel Services Inc.

500 Pacific Ave., Suite 700, Bre-
merton, Wash. 98310; 206-479-0200.
Contact: Scott Wetzel, president.

Approximately 70% of the
company's 360 employes in 17 of-
fices handle workers comp claims.
They cover 11 states, mostly in the
West and Midwest. The Home In-
surance Co. affiliate has about 220
clients, 'an increase of 120% since
1977. Some of the largest clients of
the 37-year-old firm include Safe-
way, Sunbeam and Royal Crown
Cola. Revenues have doubled in

the past two year.

Scor Re ioins
ioint venture

DALLAS-Scor Reinsurance
Co. here and Dai Tokyo Fire and
Marine Insurance Co. Ltd. of To-
kyo, Japan, have formed a joint
reinsurance venture known as
Southwest International Reinsur-
ance Co. (SIRCO).

Handling all lines of property
and casualty reinsurance, SIRCO
began business with $2.5 million
capital and $6.5 million surplus,
which is jointly sharedby the two
parent companies, Scor owning
49% and Dai Tokyo owning 51%.+



CNA enters limited

libel/slander market

confident of profits

By MARY ELLEN McKEE

CHICAGO-CNA Insurance Co.
is venturing into the rather limited
slander and libelinsurance market
with a new program, confident it
can make money on the risk many
fear to underwrite.

Already a dozen large, national
companies have signed up for the
program, boasts Richard A. Duer,
account executive for CNA's asso-
ciated property and casualty divi-
sion who spearhead the new pro-
gram. Most of the companies are
publishers and three broadcasters
are waiting to sign up when their
renewals come up, Mr. Duer said.
CNA wouldn't reveal the identity
of its new clients.

The Chicago-based company is
entering a market where there are
few competitors, namely Employ-
ers Reinsurance Corp., Firemen's
Fund,
Lloyd's of London.

Seaboard Surety and

"Admittedly, there are some
scary factors about this kind of
coverage," Mr. Duer said. "We
have so few compeutors because
most companies are afraid to enter
markets with so little data avail-
able." CNA's program offers flexi-
bility for the insured to make it at-
tractive, but also has. controls to
make it profitable, according to
Mr. Duer.

CNA is restricting marketing in
the first year ofthe program to in-
dividual accounts generating at
least $20,000 in premiums. "Since
there is very little experience data
and information about this kind of
coverage available, we are being a
little selective at the onset of the
program,” Mr. Duer explained.
CNA intends to expand the pro-
gram to smaller companies in the
future, but "the larger the account
the better now so we can spread
the losses when the smaller com-
panies sign up later,” Mr. Duer
noted.

The program offers liability
lirnits ranging from $100,000 to $5
miillion. Deductibles on losses
which also may apply to legal and
investigative fees range from
$2,500 to $250,000.

Policyholders are permitted to
retain their own counsel and settle
their own claims under the CNA
program, a novel feature according
to Mr. Duer.

"Publishers and broadcasters
are justifiably protective of their
first amendment rights," he said.
"Sometimes they harbor the con-
cern that their insurance company
may pressure them into a settle-
ment which they oppose on consti-
tutional grounds. This program is
set up to allay those concerns,"” Mr.

Duer said.

"Our insured is completely free
to defend itself as it sees fit" Mr.
Duer emphasized. At the same
time, the insured can call on the
expertise of Media/Professional In-
surance Inc. ofKansas City, under-
writing managers for the program.
Its president, Larry Worrall, is a
16-year veteran in the libel and
slander field and former vp and se-
nior claims attorney for Employers
Re.

The mgjor cost in libel and slan-
der claims are defense costs and
the long duration of most of the
cases, Mr. Duer noted.

Larry Worrall
Media/Professional staff can guide
a company's libel and slander at-
torneys in various locations and

and the

work with the corporate.attorney

to familiarize them with libel and
slander considerations, eliminat-
ing these double costs, Mr. Duer
said.

CNA will review three factors be-
fore underwriting the coverage for
a publisher or broadcaster: man-
agement attitude of the company
requesting coverage, especially.
the interaction between the corpo-
rate counsel and the risk manager;
the ability of a company to police
possible libel and slander expo-
sures, and thelegalenvironment in
the states of operations. -
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SECOND OPINION CONSULTATIONS

PHYSICIANS OPINION NETWORK, INC.

OFFERS

A complete service for all Insurance Companies, Trusts or Health
Agencies wishing to offer Second Opinions to their members. We
have over 1000 Board Surgeons available for consultations. We
offer total administrative services. F6r further information, call

or write:

PHYSICIANS OPINION NETWORK, INC.
606 Wilshire Blvd., Santa Monica, CA 90401

(213) 395-8478
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A PACKAGE PLAN TO SAVE BUSINESS MILUONS.

The Factory Mutual System has
packaged a new way forinsureds to con-
sider their working environment.

It's a solid reminder of our most
valuable resources: people, propertyand
productivity. Best of all, it involves the
people in the task of protecting the other -

two elements.

We call this new idea TheEyes Of

Awareness. The name comes from the

highly graphic symbol you see dis-

played above.

It's designed to be nothing-less than

aninternational trademark for loss control. deserves that kind of thorough attention.
It'smeant to generate awareness, In fact, this is the sort of idea that's
prevent loss and in turn save business a difficult to contain. The container we've
large sum of money. pictured is merely a beginning. We ask
In a strong, direct way it states that that you keep an eye open for develop-
the majority of loss is due to human error. ments.

Far better than words, it urges employ- -rz----==
ees to step in and help prevent this loss. lili.,1/,4./'A

The package shown here contains d*kA F -; 1
only the starting Elements of our pro-

gram. An impressive number of educa- .
tional and promotional tools have been
developed. We believe the program -

Allendale Insurance
Arkwright-Boston Insurance

Philadelphia Manufacturers Insurance
Protection Mutual Insurance
© Factory Mutual System 1978
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VWhars up
in th€ industry

Mega brokers' may upset

traditional brokerage ranks

LONDON-This could be the
year of the "mega broker" if U.S.
jumbo brokers Marsh & McLen-
nan Inc. and Alexander & Alexan-
der Inc. complete their combina-
tions with London counterparts,
says U.K. insurance stock analysts
Kitcat & Aiken.

In its ranking of the top 12 inter-
national brokers, the British finan-
cial analysts called the proposed
combinations a "new force" in the
industry and predicted brokerage
revenues of well over $500 million

A Risk Management”

and premiums of over $3 billion for
the largest combinations.

Marsh & MelLennan Inc., which
topped the Kitcat & Aiken rank-
ings for 1978 with over $421 mil-
lion in brokeragecommissions and
fees, had previously announced
combination or revenue pooling
plans with the seventh ranked
broker, C.T. Bowring. Bowring
amassed an estimated $125 million
in commissions last year, accord-
ing to the report.

U.S. broker Alexander & Alex-
ander Inc., which placed second in
the ranking with $267.3 million in
commissions last year, could -ake
over leadership as the largest
"mega broker" if the firm's in-

tended combination with the

merged Sedgwick Forbes/Bland
Payne comes off.

The Sedgwick Forbes/Bland
Payne group, whose merger was
completed early this year, moved
into the third spot of the Kitcat &
Aiken ladder with an estimated

Program Without A L
Recovery Contin
Incomplete.

Loss Recovery by professional

1,

Top 12

VWorldwide Brokers

1978 group broking

commissions and fees

Marsh & McLennan
Alexander & Alexander
Sedgwick Forbes/B.P
Frank B. Hall

Reed Stenhouse
Fred S. James

C.T. Bowring

Corroon & Black
Stewart Wrightson
Alexander Howden
Willis Faber

Minet

$421.1
267.3
200 (estimated)
181.1
134.1
129.2
125 (estimated)
108.4
86.1
85 (estimated)
70.4
67.1

All figi.res are expressed in millions of dollars.

combined commissions of about
$200 million in 1978.

Contact USCC now. Sure, you hope

salvors is a proven way insurance com-
panies minimize their losses on claims.
It is a contingency they depend on to
avoid unnecessary drains on their cash
flow when losses occur.

If your risk management program
doesn't include a loss recovery con-
tingency, it is incomplete.

USCC can Complete.your risk man-
agement program. We've been serving
the insurance industry over 80 years. We
professionally take what is left and make
the most of it to minimize losses. Our
years of experience and expertise are
just a phone call away.

But please call before you need us.
Familiarize us with your product, its
capabilities- and restrictions. Then,
should you have a loss, we can respond
knowledgeably and quickly That means
more recovery dollars returned to your
company's cash flow.

Loss Recovery by USCC is a front
line defense against rising self-insured
losses. Ifs a vital element in your com-
plete risk management program.

you never need us. But if you do, we'll
be ready to serve you anywhere with
full service loss recovery offices located
throughout the country.

Write for our corporate services
brochure, "The US(DC way to increased
cash flow protection and asset con-
servation.”" Or call our 24 hour service
number (312) 437-8181 anytime. But
preferably immediately. So that you
and USCC will be prepared. Com-
pletely prepared.

O1#r ,

*2

INCC

National Executive Offices, Risk Management Services

1400 Busse Road, Elk Grove Village, lllinois 60007

{Chicago)

Copyright 1978. USCC

The merged group has already
caused a shake-up in the tradi-
tional order by bumping Frank B.
Hall & Co., Reed Stenhouse and
Fred S. James & Co. each down
one notch from last year to fourth,
fifth and sixth, respectively.

Johnson & Higgins, believed to
be the third largest U. S. broker,
was not included in the ranking of
brokers, because as a privately
held company, J&H is not re-
quired to publish comparable rev-
enue reports as are the publicly
held companies. But, according to
Kitcat & Aiken, "if its figures were
published, it would probably fall
into third position in the table."

C.T. Bowring, whose proposed
combination withtheleaderMarsh
& MeLennan has not been comple-
ted, remained in the seventh spot,
"hard on the heels of both James
and Stenhouse, afflicted, as is the
latter by aweak domestic currency
unit,” noted the report.

Corroon & Black, still waiting
on a proposed combination with
Lloyd's broker Minet, held its
eighth position, ahead of Stewart
Wrightson, Alexander Howden,
Willis Faber and Minet, which
ranked ninth, tenth, eleventh and
twelfth respectively.

The revenues of broker R.B.
Jones, one of the top 10 in the
United States until it merged with
A&A last year, were not included
with the commissions and fees re-
port of Alexander & Alexander.
The brokerage revenues of Jones
are expected to secure the number
one ranking for the Alexander &
Alexander/Sedgwick Forbes/
Bland Payne group upon comple-
tion of its combination plans.

Bv Len Strazewski

Airline, rail

deaths drop
in 1979

WASHINGTON-While high-
way deaths are on the rise, the
number of fatalities in other trans-
portation modes is declining, re-
ports the National Transportation
Safety Board.

For example, 1,709 persons died
in aviation accidents in 1978, a
drop of 240 deaths from the 2,049
fatalities recorded in 1977.

Six hundred thirty-two persons
died in railroad accidents last year
compared to 644 fatalities in 1977.
However. the number of persons
who died in grade crossing acci-
dents jumped to 1,064, up from
1,001 deaths in 1977.

In all, more than 55,000 persons
died in transportation accidents in
the U.S. in 1978, a 4% rise over the
previous year. Highway accidents,
in which 50,145 persons lost their
lives, was the cause of the greatest
number of transportation fatali-
ties. Highway deaths jumped 5%
Frcorr A1 S 7 77 - -



legal brief

Policy covers doctor

-ith lapsed license,
Georgia court rules

A Georgia appellate court ruled
that the fact that a professor of
medicine's institutional license to
practice medicine was permitted
to lapse by a university school
of medicine for a period during
which he continued as a professor
and saw patients did not prevent
him from being a"physician" dur-
ing such period within the mean-
ing of a group insurance policy.

Edward Grenwald was treated
by Dr. Richard P. Michael, an En-
glish physician, who held an insti-
tutional license to practice medi-
cine under the supervision of a
physician ofthe Emory University
School of Medicine. Mr. Grenwald
and his wife were treated during
the period of June 1973 until Feb-
ruary 1977.

Under Georgia law, institutional
licenses were issued for 12-month
periods to persons employed by
medical colleges upon request of
the dean. Somehow, Dr. Michael's
license was allowed to lapse from
October 1973 to August 1975.

However, Dr. Michael continued
as a full pro fessor and saw patients
throughout this period. Mr. Gren-
wald was covered under a group
Blue Cross insurance policywhich
defined physician as "Any doctor
ofmedicine. . .licensed bythe com-
posite board of the state of Georgia

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Ill.

or similar board of any other
state. . ." Mr. Grenwald sought re-
imbursement for medical bills sub-
mitted and which were refused by
Blue Cross plus bad faith penalties
and attorney fees. The trial court
denied the penalties and fees but
awarded Mr. Grenwald his medical
reimbursement claim.

On appeal, Blue Cross insisted it
was not obligated to pay any

claims during the period in which
the license was not renewed be-

cause Dr. Michael was not then a
"physician" as defined in the pol-
icy. The court pointed out that
Georgia law did allow medical
school graduates to practice medi-
cine under proper supervision.
The court believed Dr. Michael
was in compliance with that law.
The court emphasized that Mr.
Grenwald should not be "pena-
lized through the too-technical
construction o fa licensing require-
ment over which neither he nor his
doctor had any control.”

While the court agreed that Mr.
Grenwald should recover medical
benefits under the policy, it denied
any assessment against Blue Cross
for bad faith because the question
of law involved here was one of
first impression in Georgia. Btue
Cross of Georgia/Attanta v.
Grenwald, Court of Appeals of
Georgia, Nov. 28, 1978 (B1/02/
Ju.-$4).

Punitive damages

In a case of first impression in
California, a state appellate court
ruled that insurance may not val-
idly cover liability for punitive
damages. Thus, the court held that
an insurer under a general liability
insurance policy was liable to its
insured only for compensatory
damages.

City Products Corp. was insured

with Globe Indemnity Co. under a
general liability policy that pro-
vided coverage for damages pay-
able to persons or organizations
arising out of false arrest, deten-
tion or imprisonment, or malicious
prosecution.
In a separate lawsuit, City Prod-
ucts was adjudged liable to a third
Continued on following page
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SAVANNAH and ROCHESTER

.. have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international :
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

PALMER & CAY. INC. KENDALL INSURANCE,INC
622 Drayton Street 90 South Main Street

Savannah, Georgia 31401 Rochester, New Hampshire 03867
912-234-6621 603-332-5800

See our ad on page 6
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We recommend practical,

claimant's potentlal for rehabilitation? UciVEL'.1 cost- effectlve solutions.

How best to achieve it?
Finding the answers does

involve highly technical questions.
Questions that demand ttme-con- -4,

ports to you will be

tIMS the a# recommendations: Tese-racom:

-, mendations WI|| be based on effective

suming research through a maze lli Igglll/llll/lsolutlons and cost efficiency. They

ofmedical terms and numerous fa-£ii -w- WI/1
cilities, organizations and agencies.O -
Our Rehab Services process can
find the answers and clear your way to a
program that offers maximum reha- 4
biIitation at minimum cost. We have
niguely skilled rehab nurses pro-

-In. may call forlong-term therapy, or
only a slight modification at a job-
Site_ Each recommendation is made in light
of the spedfic individual and injury, but all
recommendations are made with an eye

.0 toward cost containment.

We'11 help coordinate the

outof

3.0-—_

viling services shraugh mare than i luubligls rehal proIaM . o v

know who to talk to, what to ask, 11 111111 7 nurse will work as a specialist to co-
and how to add up the answers. ordinate the total rehab effort. She'll

First, we help you find out
where things stand.

The rehab nurse's initial role
is to provide you with all pertinent
information necessary to help you

settle your claims quickly and
fairly. The information will be

gained from personal inter-
wvwiewvw s wwiitihhh all
volved-the claimant,

family, physician, em-

ployer rim‘j othie__rg.

be quickly com-
municated

to you in

clear, concise
reports.

racdir gy =

1 w find the right resources, make the ap-
pointments, provide personal contact with
the claimant, and keep things moving

along the course you elect.
Take your first step
away from guesswork

- today.

Send for the
booklet "Referral
Guidelines." It will
further introduce our
Rehab Services and help
= Yyou understand when they
would be appropriate. Or, if
you havesome immediate
questions, call Jim Bischoff,
Director, Insurance Service
Programs, at 616/385-6853. Call

rersorns irm— -

-51.€A
A74:-Z -%9

,*' collect.

Name

Company Name

Please send me your

free booklet "Referral Guidelines."

Address

Mail to: Upjohn HealthCare Services

Dept. BI-6

3651 Van Rick Drive

City State Zip

Kalamazoo, Ml 49002 Title

HM-6408 © 1979 Upjohn HealthCare Services, Inc.
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Continued from previous page
partly for malicious prosecution
and damages were allowed in the
amountof$2,725 forcompensatory
damages and $10,000 for punitive
damages. Globe paid the compen-
satory damage but refused to pay
the punitive damages. City sued
Globe to recover under thegeneral
liability policy. The trial court dis-
missed the suit

On appeal, the insurance com-
pany contended that an indemnity
against punitive damages violated
the public policy of the state. The
court acknowledged that there was
a sharp split of authority nation-
wide on this issue which had never
been squarely addressed in any
California appellate decision. The
court said that the primary pur-
pose of punitive damage awards is
for "punishment and deterrence.”
According to the court, this policy
". . .would be frustrated by permit-
ting the party against whom they
are awarded to pass on the liability
to an insurance carrier."City Prod-
ucts Corp. v.Globe Indem.Co., Cali-
fornia Court ofAppeal, Jan. 4,1979
(BI/01/Ju.-$41

Insurer's bad faith

Does an insurer's bad faith re-
fusal to settle an insurance claim
give rise to an independent basis
for suit for breach ofa duty owed to
the insured?

The Supreme Court ofRhode Is-
land ruled that there was no cause
of action for the bad-faith with-
holding ofa payment under a stan-
dard fire insurance policy.

The Aetna Casualty & Surety Co.
issued A.A.A. Pool Service & Sup-
ply Inc. (AAA) on or about July 1,
197*a standard fire policy in the
amountof$27,000insuringabuild-
ing it owned. About July 4, 197* a
fire totally destroyed the insured
premises. AAA submitted a proof
of loss to Aetna. Aetna refused to
pay the claim.

AAA sued Aetna in the Rhode
Island federal court seeking puni-
tive as well as actual damages. The
claim for punitive damages was
based on the assertion that Aetna
had acted in bad faith in refusing
payment. Because neither the
Rhode Island courts nor the legis-
lature had specifically addressed
this issue, the federal court sought
clarification from the state su-
preme court.

The state appellate court recog-
nized that there was differing opin-
ion among the various jurisdic-
tions that have considered the
question. Some had held that the
law of contracts ordinarily limits
damages for nonperformance to
pay a liquidated sum o f money to
the sum of the money itself. Cali-
fornia, the court said, has led the
way for the position that in insur-
ance contracts, just as in other con-
tracts, the parties impliedly agree
to act in good faith and that an in-
surer who violates that agree-
ment by unfairly and without good
cause withholding payment of a
claim is subject to a suit.

This court, however, chose to
take the view that the un fair denial
of a claim does not entitle an in-
sured to sue its insurer in tort. The
court believed that it was up to the
legislature to include within the
prescribed standard form policy a
provision expanding the liability
of an insurer. AA.A. Pool Serv.
Supplv v. Aetna Cas. & Sun, Su-
preme Court of Rhode Island, Dec.
29, 1978 (BI/03/Ju.-$4).

Improper loans

Is a suit against the former direc-
tors of a failed bank and its direc-
tors and officers liability insurer to
recover damages for their alleged
actions in permitting a bank o fficer

to make improper loans a negli-
gence action?

In a case of first impression in
Wisconsin, a federal district.court
held that it was. Therefore, the
court ruled that under Wisconsin
law the insurance company could
be sued directly without waiting
until the liability of the directors
had first been established.

MGIC Indemnity Co. (MGIC)
provided directors and officers lia-
bility insurance to the Algoma
Bank and its o fficers and directors.
Allegedly, Algoma's president
made improvident
loans causing the bank's in-
solvency. The bank was closedand
the Federal Deposit Insurance
Corp. (FDIC) was appointed its re-
celver.

In this suit, the FDIC sought to
recover from both the bank's for-
mer directors and from MGIC for

the losses caused by the actions
and omissions on the part of the

Nnumerous

directors and officers of the bank,
including negligent acquisence in
the misconduct of the bank's for-
mer president.

MGIC sought to have the suit dis-
missed arguing that a breach of fi-
duciary duty was not"negligence"
within the meaning o f the Wiscon-
sin statute that allowed an insur-
ance company to be sued directly.
The court rejected the argument
because, in its opinion, the suit
clearly showed that all the neces-
sary elements for negligence were
alleged including a duty of care
which was breached, a casual con-
nection between the conduct and
the injury, and an actual loss as a
result of the injury. Federal De-
posit Ins. Co. v. MCHC Indem.
Corp., U.S. District Court for the
Eastern District ofWisconsin, Dec.
13, 1978 (B1/04/Ju.-$4).

Employe defined

Is an employe who resigned
from his position with his em-

ployer covered under a group
health and life insurance policy
where the parties agreed that
thereafter the employe would be
paid according to the amount of
work that he performed for the
company? A Texas appellate court
held that there was coverage be-
cause the policy defined a full time
employe as one who worked 30 or
more hours per week.

John Steele.served as executive
vp of the Canal Rental Tools Inc.
from 1971 until his resignation ef-
fective Sept. 30,1973. However, Ca-
nal and Mr. Steele agreed that he
would continue to be paid, but ac-
cording to the amount of work he
did for Canal. Thereafter Mr. Steele
continuedtodevotefarinexcessof
30 hours per week for the better-
ment of Canal until his death on
March 23, 1975.

Mr. Steele's brother filed a claim
for benefits against the insurer,
Mutual Insurance Co. of New
York. Under the policy an employe
was "deemed to be employed on a

full time basis if, his normal work
week for the employer is 30 or
more hours. . ." A jury awarded
benefits.

On appeal, the insurance com-
pany argued that the jury should
have been instructed that to consti-
tute one as an employe there must
have existed between the parties
the relation o f master and servant.
The court said that definition
might have been appropriate had
the group insurance policy not de-
fined the class eligible foremploye
insurance in the manner set out
above. According to the court,
these terms were clear and unam-
biguous and could not be disregard-
ed. Mutual Ins. Co. of New York v.
Steele, Court of Civil Appeals of
Texas, Aug. 9, 1978 (BI/04/A.441

Copies Ofthe entire decision mav
be obtained bv sending a check for
$4 made out to Cases Unlimited to
Business Insurance, 740 N. Rush
St., Chicago, lll. 60611. Please list
the number for each opinion.

$3 billion in commercial property
coverage says Charter can handle it.

No matter what your commercial property
insurance needs, you can count on Charter to give
you the plan most likely to reduce premiums and
administrative costs, and expand coverage.

The fact that we provide insurance on more than
three billion dollars in property worldwide tells
you we have the experience, the contacts with
carriers, the trained personnel and the competitive

pricing you want, And Charter is an industry -

leader in designing innovative and efficient
apanches to coverage.

resent customers include property management

companies, financial institutions, property

owners, property partnerships, real estate trusts,
pension funds and both corporate and private

aircraft owners. %

We'd like to show you the kind of service that's
made them Charter customers. So give us your
commercial property coverage problem. Over
$3 billion of experience says Charter can handle it.
Charter Insurance, Inc. is a member of the Charter

Insurance Group, which is a subsidiary

of The Charter Company.

Insumnce
INnc

The Charter Company ranks 178th on Fortune's list of the top 500 American Corporations.
Agents/Brokers - 220 N. Main Street - Jacksonville, Florida 32202 - 904/358-4325 - TELEX 56-350



dates for buyers

JUNE 21-22. The Health Insurance
Assn. of America will hold a semi-
nar in Chicago exploring the finan-
cial future of public and private
disability insurance systems.
Cost is $150. Contact Health Insur-
ance Assn. O fAmerica, 332 S. Mich-
igan Ave., Chicago, lll. 60604;
phone 312-939-0801.

JULY 9-13. Union College is spon-
soring a mini-course on industrial
product noise control to be held in
Schenectady, N.Y. Theory, mea-

surement and economics of noise
reduction and the basic nature of
sound and noise control, noise cri-
teria, vibration control and noise
signature analysis will be dis-
cussed. Cost is $595. Contact Pro-
fessor William C. Aubrey, Union
College, Schenectady, N.Y. 12308.

JULY 9-13. The Third Annual
National Symposium on Workers
Compensation will be held at the
University o f Maine at Orono. Par-
ticipants include members of
organized labor, employers, insur-

ers, doctors, lawyers, government
officials and educators. CO-

directors are J. Howard Bunn and
Robert B. Collyer. Cost: $300. Con-
tact Charles Sumwalt, Program
Coordinator, National Symposium
on Workers Compensation, 1721
Pine Street, Philadelphia, Pa.
19103; phone 215-735-0205.

JULY 9-13. An International Sys-
tem Safety Conference in San
Francisco will cover a range of
topics including nuclear safety.
Subjects to be discussed with risk
managers and consultants in mind
are safety program management,
economics of safety and advanced
techniques for hazard analysis,
Space Shuttle safety program,
product safety and product liabil-
ity and applications in transporta-
tion. Registration fees vary from
$135 to $185. Contact J. Tom

Powers, P.O. Box 731, Cupertino,
Calif. 95014: 415-257-4045.

JULY 10-13. A Guide to Product
Safety and Liability is the name of
a technical seminar to be held in
Schenectady, N.Y., by Union Col-
lege. The program will focus on the
latest laws and government rules
on product safety and liability.
Cost is $475. Contact Professor
Raymond Eisenstadt, Union Col-
lege, Schenectady, N.Y. 12308;
phone 518-370-6171.

JULY 10-13. Regulations and the
price of safety is the theme o f the
System Safety Society's fourth in-
ternational conference to be held
in San Francisco. Costis $250. Con-
tact System Safety Society, P.O.
Box 731, Cupertino, Calif. 95014.

JULY 30-AUG. 1. Risk Manage-
ment/Self-Insurance for Hospitals
is a seminar prepared by Aspen
Systems Corp. to be held in Boyne
Falls, Minn. The seminar will ex-
amine today's malpractice crisis
and approaches to liability protec-
tion: self-insurance, risk manage-
ment programs and claims manage-
ment programs. Cost is $350. Con-
tact Registrar, Aspen Systems
Corp., 20010 Century Blvd.,

Germantown, Md.; phone 301-428-
0700.

AUG. 13-17. The Business Semi-
nars Institute Inc. will present a
Pension and Profit-Sharing
School and Seminar at Fairleigh

New field office

INA International Corp., a subsidi-
aryofINACorp.,hasopenedanew
field office in Seattle. Located in
the Denny Building at 2200 Sixth
Ave., the office will serve the
Northwest territory of the U.S.
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RENT A CAPTIVE INSURANCE COMPANY

Save Capitalization and Management Cost
Premium Deposits Guaranteed by Irrevocable L.O.C.
Interest Earnings Given on Premiums

Reinsurance Negotiations Provided

Dickinson University in Ruther-

ford, N.J. The first two-day course
willcoverbasicpensionandprofit-
sharing; the last three days offer a
choice oftwo seminars: retirement

plan administration or retirement
plan sales. The five-day program

costs $425; individual seminars are Eliminate IRS questions on deductible premiums to
ro-rated. Contact Bill Spencer, .
;usiness Seminars Institste Inc., yOUF OWh"Captlve."

428 Old Hook Road, Emerson, N.J.
07630; phone 201-967-1220.

Mr. Robert Smith, President
NATIONAL ASSURANCE CO., LTD.

AUG. 22-24. The National Assn. of

Fire Investigators will conduct a

seminar in Chicago on the Cause Box 3216

and Origin of Fires and Explo-

sions. Cost is $100. Write Patricia 1 801 E CO'UmbUS, Dr-
Cesak, Executive Secretary, Na- EaSt Chlcago |ndiana

tional Assn. of Fire Investigators, ’

53 W. Jackson Blvd., Chicago, I 219-397-7300 46312

60604: 312-939-6050.

of h&afth car&plans
Isenoughtomakeyou sick.

J&Hcanhelp youcope.

An estimated 180,000,000 Americans have
medical coverage through their employers.

The cost of many of these plans is soaring
virtually out of sight.

But there are effective ways to contain such
increases. Following are several examples of how
Johnson & Higgins is helping corporations cope:

o By designing medical benefit plans that

create incentives for employees to avoid

unnecessary treatment

o By conducting statistical analyses to iden-

tify adverse trends and overutilization.

o By teaming with insurers and other third-

party providers to establish realistic cost

control techniques.

o By assisting employers in the evaluation of

Health Maintenance Organizations.

o By educating employees to be more knowl-

edgeable healthcare buyers.

In these and other ways, J&H is helping
employers maintain medical plans that pay for
care instead of carelessness.

Find out more about how we can help you
cope by calling your nearest J&H office today

Johnson*«iggins

The private insurance broker/benefit consUItant. containment James R H|IIesas Atlanta Wal-er Clemens

San Francisco. James W McDonald. New York;
1 anSWerOnIy toyou. Richard J. Barksdale, Portland; and James G. Harlow, New York.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING: RISK AND INSURANCE MANAGEMENT SERVICES -IHROUGHOUTTHE WORLD.
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benefit tax slants

Courts, Congress may permit
attachment of pension benefit

By JOSEPH S. ROBINSON

Attorney-at-Law

One aspect of ERISA's protec-
tion of employe benefit rights is
the requirement that benefits pro-
vided under a qualified pension
plan may not be assigned or alien-
ated.

This rule supersedes state law
and guarantees that pensions are
sheltered from the claims of an
employe's general creditors. Not-
withstandingthisrule, anumberof
state courts have taken the posi-

"1 was on the job for Bradle

tion that, regardless of ERISA, the
divorced spouse and dependent
children of a covered employe can
attach his benefits for the purpose
of support under state law.
Benefit managers have thus
been torn between upholding their
fiduciary responsibilities under
ERISA or honoring the decisions
of state courts that permit garnish-
ment of employe benefits for fam-
ily support. But now, a federal
court of appeals has ruled that
while ERISA prohibits the aliena-
tion of employe benefits, a state

court's decree of support and at-
tachment of plan benefits is not in-
consistent with the intent of
ERISA. Here's the story:

After 19 years of marriage, Addi-
son and Ann Merry obtained a di-
vorce in Connecticut. The decree
required Mr. Merry to pay alimony

and child support in the amount of
one-half his retirement income

from his company pension plan.

Shortly thereafter, Mr. Merry
moved from Connecticut and dis-

continued all payments under the
Connecticut decree. Mrs. Merry re-

sponded by obtaining an order
from the Connecticut superior
c6urt to garnish the pension inter-
est of the employe for the delin-
quent payments.

The federal court ruled :hat a
state court's order ofgarnishment
against qualified retirement plan
benefits was perfectly valid when
the liability for payment is derived
from an obligation of family sup-
port. Although garnishment of re-
tirement benefits is specifically
forbidden under ERISA, the Court
decided that it was allowable un-
der the special circumstances ofa
familyobligation. Accordingtothe
court, ERISA was enacted with the
congressionalintent to benefit em-
ployes and their dependents. Thus,
it was not inconsistent with the
purpose of the statute to garnish
pension benefits when state law
recognizes an obligation of ali-
mony or support. To this limited
extent, the court held that ERISA

does not preempt state law.
What this decision means is that

The Hartford Insurance Group, Hartford, Connecticut 06115

"A Hartford loss

prevention program

prevented the loss
of my life."

Environmental Constructors.

A 11 We were putting up a roof 30 feet
_11_above a concrete floor when

| slipped and fell. Without that safety net, well,
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I don't know where I'd be today."
Steve Brown is living proof that The

Hartford's loss prevention programs can save

more than just premium dollars. The *0<>'529999<6 acmdents in
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professionals. Located throughout the land,

they include specialists in"chemical mdustrles
fire safety, transportation, construction,

health care and other fields.

Like Bradley, more and more businesses
are finding that a Hartford loss prevention
program can be most effective in making their
insurance protection more efficient. Reducing
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And when
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when Infantine Insurance, Inc. wa

analyzing the Bradley account. The safety-

concious staff at Bradley reacted by promptly

following through.
Our agents can call on the expertise of

The Hartford's more than 500 loss prevention

S 2%427314'&175/9 preven ion |nto your business

insurance protection. Because protection plus
prevention is your best policy Make a call
for help today. It could be a lifesaver.

The best protection is prevention. Ud>

THE HARTFORD

at least in the second circuit (New
York, Connecticut and Vermont),
family support obligations are en-
forceable against plan bene-
fits.

Meanwhile, Senators Harrison
Williams CD-N.J.) and Jacob Javits
(R-N. Y.) have included in their bill
to revamp ERISA (S. 209) a clarifi-
cation that it was Congress's intent
to make retirement benefits acces-
sible to an employe's entire family.
The proposal would permit the at-
tachment of pension benefits for
alimony and child support. (Amer-
ican Telephone and Telegraph Co.,
Ct. of App. 2d Cir., 1/9/79.)

ESOPs for small firms

Chances are that Congress will
make it easier for employes to pur-
chase small businesses under Em-
ploye Stock Ownership Plans.
Pending legislation to turn on the
Small Business Administration
and other government spigots to
finance ESOPs is given a good
chance of becoming law this

year.

Insurance for charity

An employer may provide group
term life insurance of $50,000 to an'
employe without tax conse-
quences to him. The employer is
allowed a tax deduction for the
premium but the employe recog-
nizes no taxable income. To the ex-
tent an employer provides more
than $50,000 of insurance, how-
ever, the employe must recognize
taxable income measured by the
cost of the excess coverage.

Al little-known exception to this
general rule permits an employe to
name a charitable organization as
beneficiary o f the insurance in ex-
cess of $50,000 without having its
cost taxed to him. This provides no
contribution deduction to the em-
ploye, but he gains the satisfaction
of making what is potentially a sig-
nificant contribution at no cost to
himself. (I.R.C. Sec 79 (b)(2)(B)

PUPs

Executive pay got a strong boost
last year from the exercise ofstock
options and from appreciation
rights (payments that reflect the
appreciation of a company's stock
price and are granted in lieu ofex-
ercising a stock option). In some
cases, such payments more than
doubled an executive's base pay.
Executives also benefited from
newly created performance unit
plans (PUPs), a form of incentive
compensation that provides exec-
utives with cash or stock awards
for attaining corporate profit
goals.

Convention writeoff

Corporate deductions for the
cost of an executive's spouse
accompanying him or her to a con-
vention hinges on whether the
spouse's presence is necessary to
corporate business (BI, March 19).

The IRS recently relied on the
business-purpose requirement to
bar a writeoff for convention ex-
penses incurred by the wife of an
insurance-company
who trained field managers. She
accompanied him to the com-
pany's annual convention.

The wife contended that the
company expected her to be
present and accounted for at con-
ventions and she believed that it
was her duty to do so. While at the
conventions, she was with her hus-
band and remained awake at all
scheduled meetings and hosted

any meetings at which he pre-
sided.

executive

But an unsympathetic Internal
Revenue Service merely noted
that she "is not in the business of
selling insurance. Her presence
did not serve a legitimate business
purpose; the activities that she per-
formed were incidental.” (Letter
Ruling 7902008).
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VWinter storms land

losses in London,

spring reports note

By JOHN H. MILLER

layer of combustible vapor which
ignited rapidly once the fire

LONDON-NMVMaatttdEdnsUrerlseen may have enabled

were badly hit by severe weather in
many parts of the U.S. earlier this
vear.

Commercial Union disclosed
that claims from the U.S. and Eu-
rope rose by $12 million for winter
storm damage compared with last
vear.

Downward trends on property
and auto lines led to a first-quarter
underwriting loss of nearly $15
million, on U.S. business, which
had been profitable in 1978.

This is being interpreted -as the
first sign o f the threatened decline
in U.S. lines for many insurance
companies in the comingyear. The
underwriting ratio rose for the first
quarter to 105.6%.

Heavy storm losses in the U.S.
also contributed to a $40 million
deficit by Royal insurance group
on world business in the first three
months this year. U.S. losses ac-
countedforanunderwritinglossof
$15 million, including involvement

in the Harrisburg nuclear accident
claim and severe storms in lllinois.

Anaesthetists’ risks

Medical insurers are studying a
report which says that children
born to hospital anaesthetists are
60 times more likely to suffer from
cancer than other children.

Breast cancer among women
anaesthetists is 50 times higher
than normal, according to a survey
of anaesthetists in the West
Midlands area of the U.K. who rep-
resent 10% of medicos engaged in
this work in the whole country.

Lack of proper ventilation in
hospitals is blamed for the chronic
exposure to anaesthetics, which
can affect the genetic system. De-
fects such as brain damage, cleft
palates and bone disorders can de-
velop in children of people suffer-
ing chronic exposure to anaes-
thetics.

The U.K. Health and Safety Ex-
ecutive will ask all hospital
authorities in Britain to urgently
review "pollution control” sys-
tems in their operating surgical

centers.

Fatal fire

LONDON-Fire precautions in
leadingU.K. departmentstoresare
being checked after 10 people,
mostly elderly customers, were
trapped in a blaze that destroyed

the whole furniture sales floor of
F.W. Woolworth's main store in the
populous city center of Manches-
ter in Northern England.

About $6 million in damages is
believed to have been done,
though company officials declined
to confirm this figure. "We are ade-
quately covered by insurance,”
they said.

Sprinklers had not been fitted in
the 50-year-old store; they were not
required under local township reg-
ulations. But now it's likely sprin-
klers will be demanded in stores.

Fire-fighting chiefs suspect that
the blaze spread so quickly, killing
the 10 pe6ple on one of the
building's upper floors, because a
special type of decorative paint
had been used in the premises
shortly before the blaze occurred.

The paint may have created a

carbon monoxide and hydrogen
cyanide gasses to be released from
fiercely-burning polyurethene
foam used for some of the mate-
rials in the furnishing department.
Scientists are testing for the type of

Continued on following page
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DETROIT and ALBUQUERQUE

... have the Assurex combination. If you require professional insurance services.in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

GENERAL UNDERWRITERS, INC.
730 Buhl Building

Detroit. Michigan 48226
313-963-5240

SOUTHWEST INSURANCE
AGENCY. INC
504 Second Street, N.W

Albuquerque, New Mexico 87102
505-247-1021

- See our ad on page 6

risk management services.

1©LUNS BURPICK
HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, lllinois 60606
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International benefits

alignin mselves o

The I%t

Joined

zerland and elsewhere

They will provide a network of
employe services in 64 different
countries throughout the world,
taking local tax laws and legisla-
tion into account

U K insurance companies are sion sales manager for Guardian fected e vaccine in the past 30 cough last year compared with
g tshe R a grow{ng gqrh ! g %/I mov % {b%g; P g y p
scale with U S and other interna- awareness of the value of pooling

tional insurers to provide employe worldwide employe benefit tressed children has had an unex-
penefit services for multinational schemes through a network such pected consequence Vaccination when pressur
. . rates for infants ynder five against was at_its peak two year, that tional basis, and insurers will have
est scheme has been Clerical Medical and General In- whoopmg ¢ ﬂfc'eﬂ rnore tﬁ n only 1-in- t5,8(5)0 %-| Seoaégﬂg crfnlt- to Implove their technical exper-
yf%uardeian oya?%x- surance Co, anoﬁwer SFK %Q}g sh)nc% 1 % c? ¥ cp n t P

change of U K in association with has joined Aetna Life )
the Travelers Insurance Cos and and ‘Assicurazioni Generah of from 3,813 in 1976 to 65,892 last

14 otherinsurance companies m It- Trieste, ma network for group life  __.
aly, Japan, Holland, France, Swit- cover and other facilities for

the whoopmg cough vaccine are Pharmaceutical Industries Assn

facturers for sharp rises in vaccination is falling and at the in Frankfurt
- children's allments in Br_:ain same time reported cases of pollo Claims to his company have
The U K Government, in re- are increasing Drug makers are been rising 30% to 40% a ., with
sponse to a "pressure group"” of anxious that sales of vaccine for an average hike of 10% in those
employe schemes can be reduced anxious Talents, aogreed last fall to children's ailments should return running to more than 100,000
by coordinating the domestic provide between $10 million and to normal The Department of Deutsche marks (approximately
know-how of companies in a $15 million m compensation from Health, which admits that only $50,000)
multinational insurance arrange- public funds for brain damaged 240,000 childien under 16 were A draft directive on product lia-
ment, claims Ted Gascoigne, pen- children believed to have been af- vacclnated against whoopinﬂﬂbility for the Eurgpean Common
arkét area IS unlikely to become
550,000 in 1973, is watching the sit- law until the middle of the 1980s
But the campaign to help dis- uation closely Industrial clients will expect

Medical exg?rts insisted e\fen reater risk manar%ement se{vices
or compensation Trom thelr insurers on an interna-

oyal Exchange™There's growing years

brain damage tise, He predicte

group, _ and reported cases dren has suffere
Casualty of the disease rose dramatically from the vaccine

Marine market gloom
“Th It is that hild German products
€ resultis that more children Predictions by Lloyd's Register

are now being harmed ty whoop- Tougher product hability rules of Shipping that orders for new
ing tough through the return o f in- in Western Europe are leading to ships are so low that they will fill
fectious epidemics than ifthey had Increased claims on German insur- only about 25% of the world's ship-
been vaccinated normally in their ance companies, Herbert Schill- yards are being watched with in-
Scare stories about the effects o f early liTes," claims the British ing, director of the Gerling- terest by marine insurers

Konzern insurance company, told The revei sg side o f the picture is

mullinationals

Vaccine scare

Global costs for multmational being blamed by U K drug manu- It also points out that anti-pollo an internationalinsurance seminar an overflow of insurance capacity

which has brought premium levels
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Jack Bogardus. president, tells how A&A works from a clients point of view

"With Anistics, financial managers handle risks based on
certainty rather than uncertainty.

There s a whole new group of Working from a client's point We think our dedication to
financial and risk managers in the of view is our way From our top acting as an ally of the clients
couniry today, young figers wha have management to, the men and women represent is a big reason w yKEA
come out of business sehool and are in over cities here and overseas has become a worldwide leader
looking for advanced techniques That means wor\dn as alljes, foIv- in the insurance brokerage and
Iﬂsuraln'ce dciesnt n&ear;]a{\yﬁhmg to mg b|US|_ness pro? eh s together ¥ fi?anlcl:.itall SerViceerusmess v\t/e ha\t/fe\
them It's just.a w at [ney are.geveloping new techpiques Is wnat tpe racliliues, expertse ana stren
!nteresaed In |s_bo?[orr\1/\{|ne }\ndy tﬁls |9 a\(<es Ro at&g\%{terﬁog,qwe'_ﬁ dsevgop 0 act as e?f’ecme af?les e workg

is what our Anistics operation does, them As we did with Anistics, a from the client'spoint of view,
Alexander

it takes their point of view-helps hihlg/. éoPhistic%tﬁd comguterized whether the .
forecast and remove the uncertainty suosidiafy which helps major corpo- corporation is

from the future, so these managers rations détermine the best ways to large or small 8 Alexander
can handle risks based on certainty" predict and finance losses The Allics

down to tremendously low levels
Thus, insurers fear this continued
depression in the shipping indus-
try will mean further gloom for ma-
rine underwriters

New shipbuilding orders this
year are likely to reach only eight
million tons, compared with a
world shipyard capacity of 30 mil-
lion tons There is increasing com-
petition fr om the Eastern bloc for
the present share of world ship-
ping needs, according to Lloyd's
Register surveys

Robert A Huskisson, chairman
of Lloyd's Register, feels the cur-
rent prospects foi shipbuildingare
disastrous Thei e have been faint
signs o f a revivalin the use ofexist-
ing shipping, which now exceeds
400 million tons Mr Huskisson
hopes that next year will be a tul n-
ing point inthe world marine econ-
omy

Offshore surveys by Lloyd's
Register are increasing, putting
the spotlight on marine safety by
developing special methods ofrisk
analysis, identifying high-risk
areas m the design or operation of
potentially dangerous ships and

cargoes

Iran cut off

The U K government's export
credit insurance fund has su-
pended cover on new business for
Iran, but will honor existing com-
mitments with industrial firms It
has failed to recover $40 million
out of $100 million settlements on
Chilean business so it is also refus-
1ng medium-term credits for that
country -

AlG expands
foreign business

NEW YORK-American Inter-
national Underwriters (AlU), a
subsidiary of American Interna-
tional Group (AIG), has entered
into a "cooperation agreement” to
reinsure international risks loca-
ted m Sudan and underwritten by
Sudanese Insurance and Reinsur-
ance Co (Sudinreco)

The agreement will enable insur-
ers in Sudan to comply with local
regulations and enJOy local ser-
vices while arranging terms and
conditions with AIU, an AIU
spokesman said In addition, Su-
dinreco will, upon request, issue
policies in major international cur-

The two firms will coordinate
engineering, reporting and claims
functions and locally experienced
personnel will compile underwrit-
ing information and assess re-
gional exposures

AIlU vp Ken Nottingham said
Sudan is on the verge ofextensive
economic development as a result
of its agricultural and 011 resources
and is presently the U S 's largest

export market in sub-Saharan
Africa
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liability exposures

WASHINGTON-A new - pro-
posed public flu immunization
program will sharply limit the lia-
bility of the federal government, a
big departure from the ill-fated
1976 swine flu program when the
government agreed to accept pri-
mary liability.

Under the proposed 1979 flu im-
munization program, the only lia-
bility of the federal government
will be its duty to warn shot recipi-.
ents of the risks of vaccination.
Drug manufacturers, instead, will
have to assume the liability.

The federal duty to warn obliga-
tion will be met by the develop-
mentofanadequateinformedcon-
sent statement that state and local
health agencies participating in
the program will be required to
use, said Health, Education and
Welfare deputy general counsel
Peter Hamilton before a Senate
subcommittee.

By contrast, under the swine flu
program, the government was lia-
ble for the acts or omissions ofany
participant in the program-
manufacturers, health agencies
and health professionals, Mr. Ham-
ilton said. However, the govern-
ment did retain the option of suing
drug manufacturers if it could
prove the manu facturers were neg-
ligent in producing the vaccine.

The government, though, still
has not decided what compensa-
tion system would work most effi-
ciently to provide benefits to
claimants in a mass innoculation
program.

The scope of the new proposed
flu immunization.program would
be significantly smaller than the
swine flu program. When the swine
flu program began in 1976, thegoal
of the program was the innocula-
tion of the entire U.S. population.
1 When the program was abruptly
ended in December 1976 after an
outbreak of Guillain-Barre, a rare
syndrome that results in paralysis,
some 40 million persons had been
immunized.

The proposed flu program, how-
ever, would be targeted to immu-
nize only persons most susceptible
m. to prevalent flu strains, a total o f
about 12.4 million persons, Mr.
Hamilton said.

, . Mr. Hamilton cautioned against
, using the swine flu program as a
model for which to extrapolate es-
timates ofwhat the potentialliabil-
ity would be in a mass innoculation
. program, noting that many claims
filed under the swine flu program
have been frivolous and will not be
paid.

INn one-case, a truck -driver filed
a $80,000.claim against the govern-
ment, contending that he con-
tracted Guillain-Barre .after tran-

sporting swine flu vaccine in his
truck.

As of March 23, a total of 3,624
claims asking for $3.35 billion in
damages had been filed. In virtu-
ally all of the claims, the plaintiffs
have sought "grossly inflated”
damages, Mr. Hamilton.said. The
record claim camefrom an 84-year-
old man (BI, Jan. 8) who sought
$900 million from the government
for loss of appetite. He later with-
drew his claim.

. Under special legislation accom-
panying the implementation ofthe
swine flu program, the Justice De-
partment reviews all claims and
rules on their validity. If the de-
partment decides a claim is valid, it
negotiates the amount o fthe settle-

ment.

Commercial Auto Coverages.

We Meet The Challenge! -

r The need for quality insurance programs for today's

If the. Justice Department de-
cides a claim is not valid, a plaintiff
can sue the governmentin U.S. dis- —_ - —
trictcourt. A plaintiffcan seek only
compensatory and actual dam-
ages; punitive damages are not al-
lowed.

So far, between 40 and 50 claims

or suits have been settled for a total

transportation industry is a major concern of CDSR. Our

I higHy qualified staff has the expertise to underwrite a

/qW wide variety of commercial auto coverages. And we have
Flirg -/--'- —--——-__H.JAW- stability of market. You'll find CDSR the ideal place to park

all your transportation accounts!

. ' Our Markets Include Aviation, Oil, Marine, Casualty,

- Property and Surplus Lines.

CRAVENS. DARGAN

of about $1 million, according to
3effrey Axelrad, Justice Depart-
ment torts branch director. That
figure is expected to rise in the
months ahead as more suits are set-

tlhed, he added. -

E COMNMFPFNY SPECIAL RISKS

Offices in Houston/Dallas/San Antonio/Lubbock/Denver

Represented by agents and brokers throughout theSoutheast, Midwest and Southwest.

Nationwide uncomplicates
complicated
groupinsurance.

If you choose the group insurance
for your company you know it can
get very complicated. But Nationwide
ean help you put it alltogether in one

easy-to-understand plan.

Nationwide can do itbecause we

offer insurance so complete, we can
even include Dental Care (with cover-
age not just for corrective treatment
but for annual cheek-ups, too.)

All our major medical plans have
$1,000,000 maximums with a $500

Stop Loss Provision (after deductible

is satisfied). And our Excess Interest
Annuity contract provides a high in-
terest return on your pension plan.

All this insurance will be put to-
gether just for you by one skilled
Nationwide agent in one easy plan.
You can't get less complicated than that

That's just a sample of Nation-
wide's group insuranee. Send us this
coupon and we'll give you all the
details. Making your business life
simpler is one more way Nationwide
is on your side.

NA‘,HQNWlD,é

Notomde

oS

Nationwide Life Insurance Company .
An equal opportunity employen

————— AN Uncomplicated Offer fromm Nationwide -——-=

Nationwide Insurance. One'Nationwide Plaza. Columbus, OH 43216

Please give me detailed information on Nationwide's Group

Insurance Plans.
Name

Company. Na mr
Add ress

City

Stalf

Coun ty

Zip
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TO OBTAIN INFO FOR BUYERS DATA - USE THIS COUPON

 For more information about products and services listed in this special "Info For Buyem" section, simply indicate the key numbers «
for the items you want and mall to: . .

business insurance
P, O. Box 355, Glebview lllinois 60025 -

. Requests will be processed promptly You must fill out this coupon completely. Do not emit any information. O

c Pleasesendmeme following datafrom Junell, 1979 issue (insert key number of ecch item wantec):

Nnme Titip

Compony
O 5/teer

- C ity -INT.

Nature of Company'q Rnsine<q

+ O Please send Business insurance subscnplen information! Pleose type or printlegibly and fill in conpletely «

Essential you supply complete inforrmation

. NOTE: THIS COUPON WILL NOT BE SERVICED AFTER JULY 31,1979 O

The Corroon Black

info for buyers

= "With so much communica-
tions-why so little understand-
ing? is the question raised by the
first issue of The Bank Notes, a
newsletter for employe benefit
managers. For a free copy write 68
on the reader service coupon.

= A new 12-page brochure describ-
ing the range of Halon 1301 fire
suppression systems and compo-
Nnents is available from Fenwal
Inc. A line of fire detection devices
is described. For a free copy write
69 on the reader service coupon.

» Revised and updated, GAB's di-
rectory of personnel and services
1979-1980 is a comprehensive di-
rectory of addresses and telephone

Nnumbers for the more than 650

GAB branches throughout the

Business Insurance Checkup:

It alerts business to

unseen risks.

Si-1,5J _J

Effective corporate risk management systems continually monitor
your business - seeking out problems before it's too late. To see
how well your system is working, get a thorough checkup by
Corroon & Black, one of the world's top ten insurance brokers. And

one of the fastest growing, too.

From customer order to consumer use, we'll diagnose all the
potential risks for your business. Measure the financial impact of
each. Formulate a policy for controlling it. And prescribe a total
risk management program to match your company's needs exactly.
It's the approach Corroon & Black has used successfully for seventy-

five years, for companies of all sizes - all over the world.

Put the Corroon & Black team to work for you. Make an

appointment now. Before it's too late.
For a Complete Checkup,

call Richard M. Miller, President, toll-free at 800-221-8596

(In New York, call collect 212-363-4100)

CB Corroon.& Black

U.S.,Canada, Carribbean and Eu-
rope. The booklet-is available
without cost by writing 70 on the
reader service coupon.

= American Insurers Administra-
tors Inc. offers a promotional bro-
chure describing its claims admin-
istration program for insured and
self-insured companies. For a free
copy write 71 on the reader service

coupon.

- A promotional brochure de-
scribes All Risk Management Ser-
vices lIne.'s background and capa-
bilities in assisting self-insurers.
For a free copy write 72 on the
reader service coupon.

« The Landmark Insurance Group
Inc. has updated its kit detailing
The Captive Insurance Concept
for risk managers and insurance
agents. Discussions include struc-
turing of insurance to suit particu-
lar needs, financial advantages, the
ability to offer unusual coverages
not normally available and tax
flexibility. Havens available for the
formation of captives both on and
offshore are covered. For a free kit
write 73 in the box on the reader

service coupon.

- Have you considered self-
funding your employes' health
benefits? Ifso, LeaderAdministra-
tors Inc. is offering a pamphlet
which explains the self-funding
concept and outlines limited self-
funding. For a free copy write 74 on
the reader service coupon.

« Of interest to truck operators is a
new promotional kit from Markel
Service Inc. It describes the only
nationwide safety patrol service
available to commercial fleets. For
a free copy write 75 on the reader
service coupon.

- It is only recently that any orga-
nizations have existed in Australia
to provide comprehensive advice
to companies over the whole field
of risk management. Duncan Risk
Management is one ofthe first Aus-
tralian consultants to provide a full
range of risk management func-
tions. Their promotional brochure,
Risk Management: The Profit Ob-
jective, is available without cost.
For your copy write 76 on the
reader service coupon.

« Have you ever installed a fire de-
tection and control system only to
have it removed months later be-
cause the fire code changes? If so,
Johnson Controls is offering a
bookletwhichcouldhelpyoumeet
the new fire codes without getting
burned. The booklet provides
guidelines on how to choose the
best fire safety system for a build-
ing and how to ensure it works pro-
perly. For a free copy write 77 on
the reader service coupon.

= The National Assn. of Public In-
surance Adjusters offers a 12-page
booklet outlining action to take in
the event of a fire or an allied ca-
tastrophe. The information is pre-
sented in a question and answer
format and explains complex pol-
icy requirements and how to deal
with the insurance company ad-
juster. For a free copy write 78 on
the reader service coupon.

» Do you get optimum value for
your insurance dollars? | f not, Se-
parating lllusion from Reality in
Selecting a Professional Insur-
ance Agency could help you relate
the dollars you need for insurance
coverage to the dollars you earn
from sales. The promotional bro-
chure is designed to help a com-
pany structure an effective busi-
ness insurance package at reason-
able costs, devise a risk manage-



How to order info

This is another o f the expanded In fo for buyers sections
Business Insurance will publish this year. To aid our readers
in obtaining information, numbered items may be ordered
by writing the appropriate number on the reader service
coupon on the facing page. Items that carry a charge must

be ordered directly from the supplier. Business Insurance
does not stock the items listed in this column and cannot fill

requests for copies after the time limit on the reader service

card expires July 31, 1979.

ment program and develop a
meaningful client-agency relation-
ship. For a free copy write 79 on the
reader service coupon.

- Have you ever considered using
an insurance consultant? An arti-
cle reprinted from Highway &
Heavy Construction-Why Use an
Insurance Consultant-may an-
swer your questions. For a free
copy circle 80 on the reader service

coupon.

= Need information on the devel-
opments in risk management, loss
financing and employe benefits?
The newsletter RIMCO Risk Re-
port intends to provide informa-
tion to help the risk manager max-
imize protection while minimizing
cost. Regular sections will cover
marketing trends, rate changes
and new coverages. For a free copy
write 81 in the box on the reader

service coupon.

= AIG Risk Management offers a
brochure entitled Going the Cap-
tive Route: It Isn't "Business As
Usual," outlining AIGRM's insur-
ance management capabilities in
the captive field. For a free copy of
this brochure write 82 in the box on

the reader service coupon.

= Are you a risk manager, insur-
ance consultant, broker or com-
pany in need of an independent
fire protection consulting service?
Creative Property Loss Preven-
tion Engineering is a promotional
brochure describing the fire pro-
tection services offered by RM/i
Consultants Inc. For a free copy

write 83 on the reader service cou-

pon.

= Two promotional brochures de-
scribe Self-Insurers Service Inc.'s
third-party administration ser-
vices for occupational and non-
occupational benefit programs.
For free copies write 84 on the
reader service coupon.

= The advantage of incorporating
loss recovery services into a risk
management program are outlined
in two 12-page promotional book-
lets: The USSC Way to Increased
Cash Flow Protection and Asset
Conversion and There's Always
Something Left. For free copies of
the booklets, write 85 on the reader

service coupon.

- Are you confused about self-
insurance? If so, a promotional
brochure from Jeff Brougher, con-
sultant for Lloyd's brokers and
Thompson, Graham & Co. Ltd.,
may be what you need. The bro-
chure answers the most commonly
asked questions about self-
insurance. For a free copy of this
brochure write 86 in the box on the

reader service coupon.

= INSCO Systems Corp., an affili-
ate of the Continental Corp., offers
a brochure highlighting the array
of data processing systems and
services that the company pro-
vides. For a free copy write 87 on
the reader service coupon.

- Guernsey as a Base for a Cap-
tive Insurance Co. is the name of a
booklet published by Hogg Robin-
son-(Guernsey) Ltd. The booklet
briefly. outlines the advantages of
Guernsey as a.location for captive

insurance companies. For a free
copy write 88 in the box on the

reader service coupon.

* Unlock Your Capital with Self-
Insurance is a promotional folder
from Hewitt, Coleman outlining
their self-insurance program and

advantages. For a free copy ofthis
folder write 89 in the box on the

Continued on following page
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PHOENIX and CINCINNATI

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

OLLIVER/PILCHER KREIDLER-SHELL, INC.
c ES 309 Vine Street
Cincinnati, Ohio 45202
odn [z
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513-381-0500

See our ad on page 6

SEEING IS BELIEVING.

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, andassures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition

of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering

appropriate plan revisions.
HANSTAR's flexibility in claim administration extends
to the full spectrum of fully insured, MPA and ASO plans.
See what HANSTAR can do for you. Call Paul H. Gregg,
Vice President, at (617) 421 -6205 and ask for a HANSTAR
demonstration. Seeing is,believing.

NMutual

Life Insurance
Company

Boston, Mass.
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the box on the reader service cou- promotional brochure available by Union LaborLife Insurance Co

Info for buyers

- Is Self-Insurance the Answer to key services--claims administra- ERISA and the legal consider-
Rising Costs? is the title of an arti- tion and risk control-are pin- ations, the estimated savings ver-

from Ebasco Risk Management outlining the risks involved in self-
Consultants Inc The firm's two funding The pamphlet looks at

Continued from previous page
reader service coupon

Coupon on

page 98 cle reprinted from Health Care pointed for the risk control man- sus the guarantees, reserves and

Week The author, Ralph Carne- ager interested in self-insurance investment return, deficit forgive-
- Gates, McDonald has put to- secchi, a senior consultant with for his hospital Fora free brochure ness, stop-loss coverage, net dollar
gether a promotional kit describ- and tell about J&H's services in Ebasco Risk Management Consul- wnte 96 in the box on the reader savings and the advantages of in-
ing their cost control services to this unique environment For a tants Inc, discusses establishing a service coupon surance company expertise For a
self-insurers for workers colnpen- freecopywrite gl onthe reader ser- self-insurance program, prefund- free copy write 98 on the reader ser-
sation. Included are pamphlets to vice coupon ing, the excess market and the ad- - Employe benefit self-funding is vice coupon
assist in compliance with OSHA, vantages of commmercial insurers becoming increasingly attractive
description of services for reduc- - When Employment Screening and self-insurance For a free re- to employers In response to this - The Chase Manhattan Bank IS
ing accident costs, self-insurance iS Vital is the title of a brochure print write 94 on the reader service trend, Jefferson National Life In- offering copies of two articles by
for workers compensation plans outlining an employe screening coupon surance Co has compiled a self- Ernest W Ellis of Chase's risk con-
and answers to questions on self- program, tailored to meet the funding administrator's kit The kit trol department which outline a
insurance Foi a free copy write 90 needs of the nuclear energy field, - A promotional brochure de- IS designed to give a brief overview risk management process for com-
in the box on the reader service available through Equifax Ser- scribes Hewitt, Coleman's sernces of self-fundmg, an explanation of bating white collar crime and ter-
coupon vices For a free copy of this bro- in workers compensation, general the variety and flexibility of the rorism. For a free copy write 99 on
chure write 92 in the box on the liability and self-insurance-A Di- company's stop loss products and the reader service coupon
- Johnson & Higgins has pre- reader service coupon alogue for Decision Makers. For a a checklist for establishing a new
pared a promotional brochure on free copy write 95 in the box on the self-funded plan Fbr a free copy of - Risk Management: An Objec-
its Nnuclear loss control technical - SICK is a Self-Insurance Claims reader service coupon this kit write 97 in the box on the tive Approach to the Analysis and
service The guide attempts to dis- Kit prepared by Johns Eastern Co reader service coupon
pel some misconceptions about The claims adjusting firm explams « ERMCI: A Participative Man- vention and Insurance Programs
risk management of nuclear facili- ItS philosophy and how It handles agement Approach to Your - There Is No Insurance In Self- 15 a brochure describing the ser-
ties, clarify some basic problems claims For a free copy write 93 in Hospital's Insurance Program is a Insurance is a pamphlet prepared vices offered by an independent
risk and insurance management

Coordination of Safety, Loss Pre-

consulting firm which does notsell

- any insurance Risk Management

Consultants serves medium and

small companies and trade associ-

B . ations, including product liability
problems, mUS and Canada For

so a free copy write 100 on the reader

=N - service coupon

g -, - The Insurance Institute of Can-

ada offers an updated bibhography
a44a4- ofgeneral msuranceliterature The

,164f-13':4." 61-page publication covers all

os kinds of general insurance as well
as marine Books about agency
% management, claims, insurance

law, the law of negligence, fire pro-

tection & prevention and riskman-

4 - agement are listed Cost $5 Write
The Insurance Institute ofCanada,
J 55 University Ave Suite 500, To-

K nt, par for

P e L=

denoug |.

. Insurer's Liability for Safety
Inspections o f an Insured's prem-
ises is discussed m the lead article
in the April issue of For the De-
fense, the monthly publication of
the Defense Research Institute.
Immunity, workers compensation
statutes and statutes granting im-
munity to all insurers are covered
in separate sections Cost $2 Write
Defense Research Institute, 1100
wW Wells, St, Milwaukee, Wis
e -. 53233
'L F21*4 *44/1././.1lim>*-24'F:

= Are you a secunty and protec-
tion officer of a financial institu-

41 tion?Theinsurance and protection
1 - division of the American Bankers
Assn has published Computer Se-
[} curity Guide for Financial Insti-
* tutions with you in mind The

— guide presents an overview of the

[ ] mador issues, threats and solutions

7 ., to a wide variety of EDP security

f e problems The cost of the 74-page
publication is $1250 for members
and $15 for non-members Order
#212400 from Order Processing,
American Bankers Assn , 1120
: Connecticut Ave ,NW, Washing-

ton, D C 20036

- Ate you a risk manager in need
of evaluating the effectiveness of

These days, the course of business is lined with term program guidance in loss prevention, funding,
financial traps. Staying out of them consistently is and administration...and assists in many other
the only way for a company to break par and stay areas of asset protection for your company.
ahead of today's tough competitive field. That's Ebasco is prepared to perform a comprehensive
where Ebasco comes in. Strong. Insurance Audit to give you an oblective view

Ebasco maintains the world's largest staff of top- (we do not sell insurance) of your present risk
qualified risk management specialists engaged management program. Then, we'll show you how
solely in consulting and advisory services for busi- to shave a lot of strokes (and dollars) from your
ness. They will give you an objective analysis of company's financial scorecard. To win in the market-
every shot in your company's bag-and provide place today, you can't afford to settle for Just par.
professional independent guidance on how to keep
those shots on the fairway. E BATO

Ebasco Risk Management Consultants, Inc., iden-
tifies your objectives...designs and implements T T
your employee benefits program.. investigates
total insurance programs for large corporations and Chicago 150 North Wacker Drive, Chicago 1L 66608, Tel (374)346 3438
works on programs of outside CarrierS, as well as Newport Gateway Plaza. 130 Newport Center Dnve, Newport Beach, CA 92660,

Beach Tel (714) 759 7100
those of inside corporation funding. .gives Iong— Bermudo Airhe House. PO Box 1617, Hamilton 5 24, Bermuda Tel (809)292 0124

A Subsidiary of Ebasco Services Incorporated
New York 100 Church Street, New York, NY 10007, Tel (212) 785 2200

your public agency's self-insured
workers compensation program?
G David Marceau & Associates o f-
fers a 23-page manual on it The
review is in outline form and costs
$11.95 Write David Marceau, G
David Marceau and Associates,

8294 Gould Ave , Los Angeles,
Ccalif 90046

= The Machmery Allied Products
Institute has piepared a 33-page
booklet, Company Programs to
Reduce Product Liability: Some
Matters to Be Considered The in-
stitute says this booklet IS the
product of 17 years of MAPI in-
volvement in the growing problem
of product liability Single copies
are available for $5 for institute
members and $8 for non-members
Write Machinery and Allied Prod-
ucts Institute, 1200 Eighteenth St
NW, Washmgton D C 20036
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Arizona consultant says:

County needs risk exec MIAMI and LOS ANGELES

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerageorganization with 69 offices and 4,000 specialists worldwide.

and self-insurance plan

PARTNERS IN ASSUREX INTERNATIONAL

PHOENIX-Maricopa County,
which has 7,000 employes and in-
cludes the city of Phoenix, will
probably have a new total insur-
ance program headed by a risk
manager some time next year.

County supervisor George
Campbell said that a Wyatt Co. au-
dit, critical of the way the county
now buys its insurance, will
prompt the county to overhaul its
insurance program during the next
12 months.

Wyatt Co. said that Maricopa,
which spends several million dol-
lars a year on insurance, including
employe benefits, is spending too
much on insurance it doesn't need,
such as insurance for glass break-
age and for hospital pages.

The consultants advised that
substantial savings are feasible,
said Mr. Campbell, but recom-
mended that the county first hire a
risk manager and investigate self-
msurance.

"The first thing we will do is to
recruit a risk manager," asserted
Mr. Campbell during a telephone
interview. The risk manager will
be paid between $27,000 and
$33,000 and will be responsible for
Maricopa's entire insurance pro-
gram, including employe benefits
and workers compensation, he
said.

Raising deductibles and con-
verting to a sel f-insurance program
will not be difficult, he continued,
because Maricopa received autho-
rization to sel f-insure earlier th is

year.

Mr. Campbell concurs with most
of the Wyatt Co.'s assertions that
unnecessary Insurance is being pur-
chased. Maricopa spends $350 a
year on each hospital page to pro-
tect it against property damage;
yet such coverage is not needed
since the county has its own repair
systern, he noted.

"The Wyatt report indicated that
we had adopted an insurance
man's way of thinking about
coverage . . . thatwe used ourmen-
tal processes to figure out all the
different insurance coverages that
could be purchased," he elabora-
ted.

The supervisor believes a risk
manager would see it quite differ-
ently. Instead of naming all the
coverages that could be bought,

Foundation offers

conference text

BROOKFIELD, Wis.-The pro-
ceedings of the International
Foundation of Employe Benefit
Plans' 1978 annual educational
conference, entitled Textbook for
Employe Benefit Plan Trustees,
Administrators and Advisors, has
just been published by the Foun-
dation. The hard bound book con-
tains texts of 61 presentations
given by 65 employe benefits ex-
perts last September at the
Foundation's annual conference
held in Atlanta. General topics
treated include the federal role of'
ERISA, legal-legislative matters,
funding problems in both public
and private sectors, plan adminis-
tration, investments, communica-
tions, benefit design and health
care cost containment.

The book costs $15.50 each for
Foundation members ($13.50 each
inordersoffiveormore)and$27.00
each for non-members ($23.50
each, five or more). It may be ob-
tained by contacting the Interna-
tional Foundation of Employe
Benefit Plans, P.O. Box 69, Brook-
field, Wis. 563005, (414) 786-6700. -

the risk manager would ask him-
self what coverage could be done
without, he suggested.

Local brokers who have been
handling the county's account
must not be faulted for the short-
comings enumerated by Wyatt, Mr.
Campbell said. They were unable
to utilize self-insurance, he noted,
since it was authorized only this
yvear.

Nevertheless, Mr. Campbell said
he doubts the same brokers will be
used in the future to buy insurance
for the county, which this year will
have a budget between $220 mil-
lion and $230 million. -

D. R. MEAD & COMPANY
1900 Biscayne Boulevard
Miami, Florida 33132
305-576-1101

Call or VWrite:

KNDLER & LAUCCI

213-484-0220

See our ad on page 6

We havent changed..
butthereta lot more behind us.

You still get prescription drug program
administration but with a difference.
Over 6,000,000 people are covered by
our card. They're the employees of
businesses, unions, and government
agencies that include PAID Prescri p-
tions in their health benefit programs.

They understand and appreciate the
value of PAID Prescri ptions, because
they use it regularly to take care of
many small charges that can add up to
a lot. Their sponsors appreciate us,
too, because we keep waste and abuse
out of the health benefits budget.

Now we're backed by the world leader
in computer problem-solving and infor-
mation systems development. We're
part of Computer Sciences Corporation.

PAID PRESCRIPTIONS

A Division of Computer Sciences Corporation
235 Frisch Coun

Paramus, N.J. 07652
(201) 845-9000

Joined with CSC, we share in the exper-
tise of a worldwide staff of 10,000

technical problem solvers and support
personnel. We draw on the resources of
the leading independent firm in the
information sciences... managers of a
half billion dollars in computerfacilities

and equipment... builder and operator
of the .worldwide INFONET remote

computing network... serving NASA's

spacecraft tracking and data systems
needs.

The PAID Prescri ptions card still looks
the same... but our resources just got
bigger.

Yes, I'd like to learn more about
PAID Prescriptions .

El Please have a salesman call
El Send me your brochure
Name
Company
Address
City State Zip

Telephonp

1545 Wilshire Boulevard
Los Angeles, California 90017
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Risk exchange caters to lessors, guards

here for two industries in Califor-

By JOANNE GAMLIN
nia that have had a tough time buy-
HOLLYWOOD, Calif.-A new ing primary automobile liability

inter-insurance exchange is rolling coverage.

Underwriting
and Loss Control

Engineering Reports.
Shi-me,

Schirmer Engineering, 3701 Lake Avenue, Glenview, IL 60025. Telephone: (312) 729=5715

The new Interco Underwriters
Exchange was formed to serve the
rental/leasing industry and the se-
curity guard and private investiga-
tor field.

"To my knowledge, there is no
California domestic insurer for the
security guard and private investi-
gator industry,"” said Roger W. Tip-
pett, who with a couple of other
individuals has been a prime
mover behind Interco and is now
president of the exchange's man-
agement company.

Interco just recensly received its
certificate of authonty by the Cali-
fornia department c f insurance to
issue policies, effective April 1. At
the time of the insurance audit
leading to a certificate o fauthority,
the exchange had 129 signed sub-
scribers and approximately 375

2>MERMEDIARIES

C7L£INC

All lines of treaty reinsurance
worldwide. And offering
specialized facultative

services through 14 offices
in the U. S.

Home office: Los Angeles

Atlanta Chicogo
Dallas Hartford
Kansas City Los Angeles
New York Porsippony
Philadelphia

Columbus
Houston

Newport Beach
Son Francisco

THE LANDMARK INSURANCE GROUP, INC.
Oklahoma City, Oklahoma

and

S. H. GRAYSTON MANAGEMENT, LTD.
Hamilton, Bermuda
ANNOUNCE THE FORMATION OF A JOINT VENTURE

GRAYSTON LANDMARK LIMITED

NASSAU, BAHAMAS

PROVIDING INCORPORATION, REINSURANCE AND ONGOING MANAGEMENT
SERVICES TO INSURANCE SUBSIDIARY OPERATIONS IN THE BAHAMAS.

THIS VENTURE COMPLETES OUR CAPABILITY TO PERFORM INSURANCE

MANAGEMENT FUNCTIONS FOR WORLDWIDE CLIENTS IN THE CRITICAL SITES:

BERMUDA, THE CAYMAN ISLANDS AND THE BAHAMAS.
Contact Landmark or Grayston for further information:

S. H. GRAYSTON
MANAGEMENT LTD.
Box 1428 - 14 Queen St.

Hamilton 5 Bermuda

Telephone 809/292-1240
\ Telex 380-3523

CAYMAN ISLANDS
REINSURANCE
CORPORATION LTD.

Box 1549 « Grand Cayman Island
British West Indies

Telephone 94688
Telex 309337

LANDMARK GRAYSTON
LTD.

Box N10144

Nassau, Bahamas

Telephone 809/325-6591

Telex 388291

quotations outstanding, Mr. Tip-
pett said. Now that it has its certifi-
cate, the exchange wiill issue poli-
cies for total limits, he added,
"whether they be $500,000 or $1

million."

Reinsurance is being ceded to
the North Star Reinsurance Corp.
North Star will assume the risk of
everything over $50,0GO net reten-
tion, said Mr. Tippett. The insur-
ance department permits ex-
changes to retain risks equalling
10% of their surplus on their own,
but Interco felt more comfortable
with the lower $50,000, Mr. Tippett
said.

"We could have taken $90,000 or
$100,000," he acknowledged. "But
we did not want to jeopardize our
surplus in our first few years."

Mr. Tippett's managing corn-
pany is working on a spartan 17.5%
expense/acquisition ratio which he
figures is 10 to 15 points lower than
similar ratios for stock insurance
companies.

As a result, the exchange is a di-
rect writer. At 17.5%, it cannot af-
ford to deal with agents/brokers, he
said.

Mr. Tippett refused 10 comment
on whether he harbors plans to ex-
pand the exchange to companies
not domiciled in California. He
only noted that Interco is limited
by state law to marketing in Cali-
fornia for three years.

Calculating that between the two
industries the exchange has a po-
tential market ofabout $50 miillion,
Mr. Tippett said that one o f the
main inspirations for his vehicle
are the five California medical
malpractice inter-insurance ex-
changes. All are thriving, he said,
and a few are paying dividends.
One of them, the Doctors Insur-
ance exchange, has tecome the
largest physicians malpractice in-
surer in the state, he p,inted out.

Better recognized inter-insur-
ance exchanges in California are
the Farmers Insurance Exchange
and the Auto Club ofScuthern Cal-

ifornia, he said.

Many exchanges, after five years
in business, have changed into
stock insurance companies, Mr.
Tippett noted. Often in these cases,
the subscribers walk off with a lot
of stock and become downright
rich, he said.

Mr. Tippett first began to think
of an exchange as an auto/liability
insurance vehicle for the rentavVv-
leasing industry in 1976 when
some of the medical malpractice

exchanges were being formed be-
cause o f a dearth o f traditional in-

LANDMARK INSURANCE
GROUP, INC.

Post Office Box 676
Oklahoma City OK 73101

Telephone 405/521-9911
Telex 74-7191

sSurance coverage.

He had been in the rental/leasing
insurance field for 12 years, and
was receptive when in 1976 he was
approached by people in that in-
dustry who pleaded for help in
finding a better way to obtain
auto/liability insurance coverage.

The decision to form an inter-
insurance exchange was firm by
March 1977. Thirteen months later,
Mr. Tippett and his colleagues had

secured a permit to organize and
solicit subscribers.

"Just before we filed for the
rental/leasing industry, David
Stoeffel, head of the California
Assn. of Licensed Investigators
(CALI) approached us and asked
to be included in the exchange," he
recalled.

Research quickly indicated that
the pairing would work very well.
The two industries complement
each other, it was discovered.
While the rental/leasing field has a
high claims frequency but a lower
severity rate, the security guard
and private investigator industry,
as might be suspected, has a high
severity rate but lower claims fre-

quency.

Mr. Tippett and his colleague B.
Frank King, former executive vp
for Pacific Employers and now
chairman oflnterco's board ofgov-
ernors, decided to go ahead and to
comply with the law by acquiring
at least 100 subscribers and
$900,000 of liability-free surplus.

Now that Interco has its certifi-
cate of authority, a potential sub-
scriber becomes an exchange
owner by purchasing a certificate
of contribution in an amount equal
to at least one-third of the
subscriber's annual premium. In
this way, the subscriber contrib-
utes to building capital and sur-
plus and obtains a vote in the elec-
tion of board of governors, not to
mention a share in any profits. Mr.
Tippett noted that after only two
years, another exchange in the
state declared a $250,000 dividend
to policyholders of record.

Because it is a direct writer, In-
terco is now training a sales force.

The managing company presi-
dent figures that the approximate
$50 million market will keep them
hustling. In California, there are
32,000 licensed security guards
and private investigators; 1,300
members o f the California Vehicle
Leasing Assn. and 900 members of
the California Equipment Rental
Assn.

In addition to its Hollywood
home office, Interco maintains a
Northern California office in Ti-
buron where Robert E. Burke is

district manager. -

Carrier sets

survey tea m

SAN FRANCISCO-Fireman's
Fund Insurance cos. has
reorganized its ocean marine sur-
vey and loss control operation to
provide better surveys.

Marine surveyors, who pre-
viously reported to underwriting
managers in regional offices, now
report to the chief surveyor at the
Fireman's Fund home office, said
John L. Stewart, vp in charge of
ocean marine operations.

"This reorganization will enable
us to better coordinate efforts of
our staff of marine surveyors," he
said. "Our producers and policy-
holders will benefit because we
can assure that the best surveyors
are assigned where they are most
needed.”

Fireman's Fund surveyors are 10-
cated in San Francisco, Los
Angeles, Chicago and New York
and can provide survey and loss
control services worldwide, the
company says. They specialize in
loss control in areas of packaging,
stuffing of containers and other
phases of cargo handling. -



around the states

Tex. 'Killer bee' senators sting

self-funded workers comp plan

AUSTIN-The "killer bees,” a
group of 12 liberal senators who
walked out ofthe Texas statehouse
to avoid voting on certain pieces of
legislation, have killed self-
insurance of workers compensa-
tion in the state.

The 12 liberals left the senate
floor allegedly in protest of a bill
that would have authorized split
presidential primaries, preventing
a quorum. They returned to the
capitol three days before the ses-
sion closed, but there wasn't time
to bring the self-insurance.bill to a
vote.

Also killed was a product liabil-
ity bill passed by the house.

Some speculate that these two
bills, supported by business and
opposed by the triallawyers, partly
motivated the walkout by the 12
liberals. Had the walkout not oc-
curred, there would have been
enough votes in both houses of the
Texas legislature to pass the self-
insurance measure, said the Texas
Assn. of Business.

Advocacy advertising

HELENA-PIaintiff  attorneys

have the right to ask potential ju-
rors during jury selection if they
have read. insurance company ads
warning that bigjury awards could
result in higher insurance pre-
miums, the Montana Supreme
court ruled.

"When insurance companies in-
ject the issue of insurance into the
consciousness of every potential
juror through a high priced adver-
tising campaign . . .they threaten
every plaintiffs right to an impar-
tial jury," said the court.

The court noted that since psy-

chological studies found that ex-
posure to insurance company ad-
vocacy advertising "can dramati-
cally lower the amount o f award a
juror is willing to give" it is only
fair that plaintiff attorneys have
the right to ask jurors if they have

seen the ads.

Work comp discounts

PORTLAND-Argonaut Insur-
ance Co. is offering a 20% discount
on manual rates for preferred
workers compensation risks in
Oregon.

To qualify for the savings, insur-
eds must pay annual premiums of
$50,000 or more and be willing to
comply with safety engineering
recommendations of Argonaut's
engineering staff.

Risks under the U.S. Longshore-
men's & Harbor Workers' Act and
agricultural risks are not eligible
for the discount.

Argonaut has made money in
workers compensation in Oregon-
as a result of its engineering,
claims handling and underwriting
practices, said Roger L. Brown,
Portland division manager.

Fire rates down

TALLAHASSEE- Commercial
insureds in Florida will realize $9.5
million in savings as a result of a

15.5% overall rate reduction on
commercial fire and extended cov-
erage insurance.

The reduced rates were recently
filed by the Insurance Services Of-
fice of Florida.

Commercial fire insurance rates
will be reduced by an average of
18.1% across the state, yielding a
$7.6 million savings. The rates wiill
be reduced by 10.9% in-Miami and

Tampa, 14.1% in Jacksonville and
19.7% elsewhere.

Rates for extended coverage,
which includes windstorm, smoke
damage, civil commotion and
other disasters, will be reduced by
9.8% or $1.9 million.

More aggressive fire investiga-
tion, successful arson prosecu-
tions and better public awareness
were cited by insurance commis-
sioner William Gunter as contri-

buting to the reduced rates.

Comp rates up

AUGUSTA-Maine employers
are paying $12 million more a year
in workers compensation insur-
ance premiums, 20% more than the
$60 million they paid last year.

Acting Insurance Superinten-
dent Theodore Briggs announced
he approved a 20% rate hike effec-
tive May 13. The bureau had re-
jected in January a proposal to
boost Maine's rates by 39%.

The National Council on Com-
pensation Insurance, which was
granted a 20.9% rate hike in Feb-
ruary 1978, blamed inflation, im-
proved benefits, rising medical
costs and the increasingnumbero f
claims filed for increasing costs.

Product liability

OLYMPIA-The Washington
supreme court ruled that persons
injured by dangerous products
need not prove negligence by the
maker to recover damages, but
only that the maker gave inade-
quate warning of the dangers in-
volved in the product's use.

The unanimous opinion upholds
ajudgment ofa King Countysupe-
rior court judge in favor ofDarlene
Little, widow of a Seattle steel mill
worker killed while using a clean-
ing solvent made by PPG Indus-
tries Inc.

The opinion reverses part of a
court of appeals decision requiring
a new trial on grounds thatthejury
in the case was improperly in-

structed.

No-fault repealed

CARSON CITY-The Nevada
legislature has scuttled the state's
no-fault automobile insurance law.

The legislature repealed the five-
year-old law because the law ap-
parently failed to hold down the
number of lawsuits. Injured mo-

torists collected damages under
Nno-fault from their own insurer

and then sued the other motorist
and collected again. Second party
lawsuits were allowed under the

law if damages exceeded $750.

Surplus lines regulated

MONTPELIER-VVermont,
which previously had no laws gov-
erning use of surplus lines insur-
ers, has passed legislation re-
quiring non-admitted companies
to maintain at least $2 million in
policyholders surplus to write
business in the state.

In addition, alien insurers are re-
quired to maintain a $500,000 trust
deposit in a national bank or the
Federal Reserve System and all
non-admitted companies must file
certified copies of their annual
statements with the state depart-
ment of banking and insurance.

Prior to enactment of the Non-
Admitted Insurance Act, the only
surplus lines laws in the state re-
quired that business be placed

with a licensed surplus lines bro-
ker and that a 3% premium be paid
on all business written by non-
admitted insurers.

Approximately 40 non-admitted
companies wrote Vermont risks in
1978 and it is expected to grow.

Coffee compensation

PROVIDENCE-A Rhode Is-
land man who injured his arm in an
attack on an uncooperative vend-
ing machine at work three years
ago has won workers compensa-
tion benefits forthe injury from the
state supreme court.

Michael DeNardo, a Fairmont
Foundry employe, injured his arm
in April 1975 at work while pound-
ing on a coffee machine that
wouldn't dispense his coffee. The
injury cost him 10% of the use of
his upper right arm, according to a
medical report.

The state's benefits commission
denied benefits when he first tried
to collect, maintaining he was
working outside the scope of his
employment when he belted the
machine. But he won in the state
supreme court, with the justice
writing the opinion observing that
his "confrontation with the balky
coffee machine qualified him to
join company in the Rhode Island

workers compensation hall of
e ™ e = _ T —
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One call gets results.

When you need excess and surplus coverages fast. contact the "can do"
people at DVUA. One call covers more than 60 markets. You're guaranteed
the coverage you're looking for... without delay or red tape. Competitive
prices, too. We're as close as your telephone.

Philadelphia (215) 572-3800
Pittsbu rgh (412) 281-3920

N.J./N.Y. (201) 731-3033
Ohio (216) 449-0351

Commercial Automobiles: Primary, local, intermediate and long haul trucking;
out)lic auto, excess liability, physical damage, cargo and other related coverages.

Liability: Primary, excess, first layer umbrellas and multi-layered risks, nursing
homes, municipalities, police professional, excess self-insured workers' compen
sation, compensation, products, aviation, utilities, contractors and demolition,
and many, many more.

Property: Primary and excess, fire, DIC time element and capacity problms,
inland and wet marine.

Errors and Omissions: Accountants, architects and engineers, insurance agents
and brokers, lawyers, real estate agents, public officials liability, school board
liability, fiduciary liability, D&0O for commercial corporations and non-profit
organizations and others.

When others can 't, D FU.4 "c:un do. "
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Delaware VValley . ./~~~ EEN
Underwriting Agency,Inc.
PHILA.(Wyncote) WESTERN PA. NEWJEASEY oHIO

Centre City Towei
650 Smithf,eld Stieel
P/:stu,gh. Pa. 15222
(412) 281-3920

200 Executive Olive 6151 Wilson Mills Road
Wes, Orange. N.J. 07052 Highland His. Ohio 44143

1201 ) 731-3033 (216) aa9-0351

Corporate Headquarters
125 Greenwood Avenue
Wyncote. Penni. 19095
1215) 572-3800

Where is Greenwood, Indiana?

The /eading Benefit Consultants and Administrators know!

 Stop Loss for Self Insured Benefit Plans
Aggregate
Specific

Catastrophic Coverages

I Administration and Consulting for Self
Funded Benefit Plans

*EGO Coverages for
Claims Administrators

Data Processors

Attorneys

Actuaries & Pension Consultants
m Stop Loss for Self Funded

Unemployment Plans for Tax Exempt
Organizations and Municipalities

- Blanket Bonds for Banks and Other

Financial Institutions

BROUGHER AGENCY, INC.

Lloyd's, London Correspondents

We've changed...
10 Downing Street
P.O. Box 485

Greenwood, Indiana 46142
(317) 888-3531 / TWX 8102602230



GENERAL INSURANCE ADJUSTMENT COMPANY
P. 0. Box 2754

TJ sa, Oklahoma 74101

Claims Management Serfices for Self-Insurers
Since 1965

Call Toll Free 800-331-2960
Oklatoma Call 918-582-1777

Ask For Dept. D

property
insurance

on woodworking operations
incliucing automated sawmills

We re insurarce specialists in the
fores: products industry, and
can provide you with property
coverages at possible savings
up to 50% over your present
ccsls. We can also provide you
Kith cont-acbr's equipment
cove -age and general liability
(ircluding products) insurance.

Underwriters and Managers

book review

Uncertainty doesn't
sell insurance plans
to skeptical buyers

By Z'EV KRONISH

Disaster Insurance Protection:
Public Policy Lessons

By Howard Kunreuther with
Ralph Ginsberg, Louis Miller,

Philip Sagi, Paul Slovic,
Bradley Borkan and Norman
Kat=

John Wiley & Sons, 100 pp.,$20.95

The irrational desire for first dol-
lar coverage probably ranks as the
most widespread and irritating in-
surance quirk. Protection against
low-cost losses, which don't make
a ripple in anyone's firancial ca-
pacity actually interferes with the
real need for coverage against di-
saster.

The damage from the recent
flood in Jackson, Miss., which
might top $1 billion, effectively
points up the folly o f not insuring
against catastrophe. Subsidized
federal insurance sold through 10-
cal insurance agents will cover
only $42 million (5% ) of the de-
stroyed property. Home owners
went bare because the calamity
was a very unlikely event-once in
a century.

This valuable volurne, a study o f
the public's response to flood and
earthquake protection, provides a
keen and refreshing insight into
the insurance decision & recess.

A home represents the major
outlay of a lifetime. Yet people
jeopardize this asset by treating in-
surance as a good buy when the
probability for recovery :s thought
to be high, even when the stake is
small. If the odds fur disaster are
considered low, the study shows,
insurance will be overlooked.

According to the authors, who
conducted in-depth research
through interviews involving the
use of games, "the notion ofinsur-
ance apparently has meaning only
after there is tangible evidence that
they (the buyers) would have
reaped a return from Divesting (my

italies) in a policy. Those who

representing American companies for
MARINE INSURANCE- ALLCLASSES

NewlbrkMarineManagers,Inc.

127 John Street,.New York, N.Y. 10038
Phone: 212425-3290 Telex 129200 NYMM NYK

choose not to insure are confident
that they are unlikely to recover
their expense.

The book focuses on the impact
of perception and communication
on the insurance-buying decision
process. What makes the con-
sumer buy or disregard insurance?
Unless the hazard is practically im-
minent, the home owner turns off
thought of risk. Inertia precludes
pursuit of insurance information,
the authors tell us. Something
drastic has to happen or another
person has to prime the pump.
Neighbors play an influencing role
only when the need for insurance
begins to be discerned.

Some home owners think
they're covered for a specific haz-
ard when in fact they're not. Others
are not alert to changes which
make coverages available for the
first time. The researchers found
the flow of communication very
inefficient-there was both a scar-
city of information and plenty of
misinformation. Thefactthatflood
insurance was subsidized and sold
through local insurance, agents
was not well publicized. People
didn't know whom to turn to in the
search for answers. Because the
commissions were insignificant,
the low cost .was not promoted.

Experience and perception are
intertwined in the insurance-
buying decision process. Those
who were alert to the risk of floods
or earthquakes when they moved
into an area thought the problem
still merited concern today, the au-
thors report, but the home owners
who at the outset were ignorant of
the potential danger also years la-
ter were inclined to minimize their
exposure and need for protection.

Potential disaster victims are ap-
athetic about taking measures to
cut losses. A threat does not regis-
ter as a priority until a threshold of
awareness is reached. Steps that
might reduce the loss are not high
on the home owner's agenda at the
time the property is purchased.

Communication with peers in-
fluences the decision to buy insur-
ance. Policyholders had discussed
their hazard concern with friends
and neighbors; conversations rein-
forced the home owner's percep-
tion that floods and earthquakes
were a threat to properties.

Mr. Kunreuther and his six col-
laborators have done an excellent
job in describing the problems
which surround decisions on risk
from the home owner's perspec-
tive. They went into the field to ex-
amine first hand and in depth the
"how" and "why" ofpeople’'s pro-
tective positions. For the benefito f
those involved in risk treatment,
the findings should shed some
light on the problems in obtaining
the support o f corporate officers.

This is as much a book about de-
cision theory as about risk behav-
ior, so the authors developed a con-
cept which they call "sequential
model ofehoice." The purchase de-
cision proceeds in three stages:
awareness that a risk exists: a reali-
zation that insurance is available
and useful, and the act of buying or
rejecting insurance.

The authors see the problem as
market failure-there's a useful
product but its prospects are bad.
The reluctant consumer considers
the premium a poor way to put
money to work; the payoff is alto-
gether doubtful. "More emphasis
must be placed on the demand side
of the market." People have to be
sold on the value of risk transfer
before they will buy insurance. It's
not enough that insurance is avail-
able; the public must be induced is
not coerced to accept insurance as
a necessary protective measure.
Has the time come, in the interest
o f the individual and society, to re-
place the luxuryofoption forhome
owners with compulsory cover-
age”?

The government and banks have
a greater role to play since the
consumer's indifference comes
home to roost when losses are in-
curred. Asa partner, the insurance
industry cannot remain aloof. The
authors suggest insurers should
automatically add flood and earth-
quake riders to a home owner's
policy.

The findings challenge the ex-
pected utility approach-text-
books emphasize risk theory is
built on this foundation-which
says that people will go to great
lengths to eliminate large losses
because uncertainty isunbearable.
The home owners' reactions .to
flood and earthquake hazards, as
described by Mr. Kunreuther and
his colleagues, pits real behavior
against the economists' charts. -

Insurer forms new unit

to deal in su

NEVWW YORK-Ideal Mutual In-
surance Co. has formed a down-
stream holding company named
Optimum Holding Corp., which it
expects will help to expand and di-
versify ldeal's operations.

The new underwriting unit es-
tablished as part o f Optimum will
specialize in excess and surplus
lines and reinsurance, while Ideal
continues to be involved in un-
derwriting primary special risk
msurance.

Optimum will function as an un-
derwriting poolin which investors
such as conventional insurers and
captive insurance companies will
be invited to purchase $25,000

risk units,” in order to build up a
$500,000 minimum underwriting
capacity, said Ildeal president
Edward P. Lalley. Optimum is also
a possible contender for participa-
tion in the New York Insurance
Exchange, acting as an underwrit-
ing manager, said Mr. Lalley. Ulti-
mately, he'd like to build Op-

rplus lines

timum's capacity to $5 million, he
said.

Ideal Mutual has already pur-
chased three risk units, for a total
of $75,000, from Optimum, giving
Optimum underwriting authority
equivalent to 1% o f Ideal's surplus,
Mr. Lalley said.

All types of excess liability insur-
ance will be underwritten by Opti-
mum, with participants sharing in
risks on an"each-and-every" basis.

The new facility is comparable,
Mr. Lalley said, to the firm of Ca-
pacity Managers International es-
tablished by Jim Craig several
years ago to act as an underwriting
agency and pool for captive insur-
ance companies including Mid-
land Insurance Co., a subsidiary of
Bush-Universal Corp.

Hired to manage Optimum's un-
derwriting activities is Anthony N
Christian, former president of
Frank B. Hall& Co.'s Union Treaty
S Eocccess Co. -



Sambo's restaurants beef-u p

employe benefit plan menu

By JOANNE GAMLIN

SANTA BARBARA, Calif.-
New employe benefit programs
have been popping up at Sambo's
Restaurants Inc. the last couple
years almost as quickly as toast or-
ders on a Sunday morning.

Instrumental in serving-up the
new benefit plans-dental, vision,
short termrm and long term
disability-has been Tom Holgate,
Sambo Restaurant's director of
corporate compensation and bene-
fits since April 1977.

And he doesn't seem ready to
slow down. He's intereated in ad-
ding a number of new features to
Sambo's benefit program-namely,
annual personalized employe ben-
efit statements, a defined benefit
pension plan, second opinion op-
tions in the group medical pro-
gram, a qualified stock purchase
program and, best of all, a
cafeteria-style benefit program.

"To me, personally, adopting
and implementing a cafeteria-style
planat Sambo’'swouldbethemost
exciting activity | feel | could be
engaged in," he told Business In-
surance.

Ofthe programs he would like to
implement soon, the annual per-
sonalized employe benefit state-
ments and second opinions in the
medical program appear most
likely to materialize in the near fu-
ture.

The qualified stock purchase
program, a defined benefit plan
and.the cafeteria-style benefit pro-
gram will take longer, according to
Mr. Holgate, who was compensa-
tion and benefits director for two
other companies-Litton Data
Systems in Van Nuys, Calif., and
Electronic Data Systems in
Dallas-before joining Sambo's
Restaurants two years ago.

Mr. Holgate's favorite project,
the cafeteria-style benefits pro-
gram, cannot be launched until
Sambo's has converted fully to' a
new payroll system, a move it is
making this year. "The new payroll
personnel system will have the ca-
pability to administer cafeteria-
style benefits,"” he said. He looks
forward to the implementation of
such a program, because to Mr.
Holgate it's obvious that not all em-
ployes have similar needs.

"l am 41 years old and | have two
teenage daughters and a young
son,"” he elaborated. "I know my
needs must be very different from
those of a young, single person.”

Like most of its competitors,
Sambo’'s workforce is relatively
young. The 22-year-old.chain has
1,031 restaurants in 47 states,
though it is currently scaling back
in an effort to boost profits, which
were down sharply last year. The
restaurant chain had revenues of
$538.6 miillion last year, with
profits of $9.6 million.

Sambo's growth has been dy-
namic. When Mr. Holgate arrived
in 1977, the chain employed about
30,000 people. Today, its work
force is up to 52,000, about 2,500 of
which are corporate employes.

Two years ago, Sambo’'s benefit
plan consisted mainly of a basic
group health program and m4jor
medical coverage, both underwrit-
ten for the most part by Sambo's
Bermuda captive insurance corn-
pany. Today the employe benefit
coverage is far broader. Supple-
menting the underwriting and
handling all claims is the Los
Angeles office of The- Prudential
Life Insurance Co. Prudential has

had Sambo's giant account since .

April 1, when it replaced Republic
National Life of Dallas.

Tom Holgate hopes to start a

cafeteria-style benefits program
at Sambo's restaurants.

"One of the Prudential's strong
points is that it offers regionalized
claims handling,” Mr. Holgate.
said.” This means it can. tailor its
claims processing to Sambo's re-
gional configuration.”

Claims turnaround time also will
be greatly speeded, he said, esti-
mating that claims payment
should now take 10 working days
at the most.

Prudential gained quite a plum
when it captured Sambo's ac-
count, primarily an administrative
services contract, Prudential rein-
sures most of the risk with
Sambo's Bermuda captive and
handles claims for group health,
dental, vision and accidental death
and dismemberment (AD&D)ben-
efits. Mr. Holgate wouldn't reveal
total premium volume, but indica-
ted the cash flow generated by the
group medical program alone is in
the multimillion dollar area.

The only other group benefit in-
surer for the company is Standard
of Oregon, which underwrites
Sambo's long term disability plan.

This year the company ap-
pointed the Los Angeles office of
Frank B. Hall & Co. as the benefit

program's first major broker.

The chain has not one, but a
number of employe benefit
plans-three different ones for cor-
porate employes and four separate
plans for restaurant employes
which vary by geographical area.
Corporate employes include the
staff in Santa Barbara plus all res-
taurant managers, district man-
agers, territory managers and re-
gional managers.

Allrestaurantemployeshavelife
and accidental death and dismem-
berment insurance and basic and
major medical insurance. With a
combination of basic and major
medical coverage, the plans have
limits varying from $50,000 to
$250,000.

Mr. Holgate noted that the life-
time limits are really like'per con-
dition' limits, in that they can be
reinstated as in the case, say, of a
worker who suffers a serious ill-
ness and then returns to work.

The cost o f prescription drugs is
also covered up to 80% in Sambo's
mgjor medical plans.

The chain's plans are contribu-
tory only at the corporate level.
While Sambo's pays the premium
cost of life/health plans for its em-
ployes, workers ante up for the
cost of covering dependents.

A number of these plans also
have stop loss features, which Mr.
Holgate calls 'neat.' He predicted
more of his plans will have stop
loss features in the future.

Any push for cost containment?
Mr. Holgate is relying on
Prudential's monitoring of reason-

able and customary charges. He
said the insurer will utilize
Prudential's computers to do
claims and loss ratios for Sambo's,
while the company relies on its
own on-line, in-house computer
system to track and bill premium
costs by plan and by covered indi-
vidual.

Second opinions on surgery is an
idea that the benefits manager
views as gaining momentum
around the nation. Sambo's is
likely to initiate a second opinion
program later this year or next, he
said.

Sambo's dental program, which
covers corporate employes and
some restaurant workers, is de-
signed to be -as simple as possible.
It covers reasonable and custom-
ary charges on a coinsurance basis.

"The plans, which have deducti-
bles, say Sambo's will pay X per-
centage of reasonable and custom-
ary charges for specified dental
procedures,” he illustrated. He be-
lieves scheduled dental plans are
often confusing for employes who
don't realize that the plan will not
pay 100%0famountsshownonthe

schedules.

Long term disability benefits,
new to some of Sambo's corporate
level employes, were first
launched in January 1978. On ac-
count of the unpredictable nature
ofLTD claims, Mr. Holgate said he
cannot imagine anyone self insur-
ing LTD benefits.

Forcorporatestaffemployes,the
company also offers a short term
disability (STD) schedule, based
on seniority. The plan is an exten-
sion of the seven-day sick leave in
that an employe exhausting this
benefit can move into STD if the
illness dictates. The short term dis-
ability plan, funded on a pay-as-
you-go basis, offers protection for
two to 26-weeks, said Mr. Holgate.
After that, LTD, counted from the
first day ofthe illness, commences.

Maternity benefits under the
new federal law are a concern to
the compensation and benefits di-
rector, who heads a staff of five

Continued on following page
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CAYMAN UNDERWRITERS SERVICES LTD.

are pleased to announce
the formation of a sister company

COLONY
INSURANCE
SERVMCES LTD.

CHURCHILL BUILDING, GRAND TURK,
BRITISH WEST INDIES
TELEPHONE: 2050 OR 2550
TELEX: 217 CORIAT TQ

to ofter complete management services

to offshore insurance companies in the

TURKS & CAZOS
SLANDS

Cayman
U.S. Ltd.

First in Cayman.

and now First in Turks & Caicos

Over 100 Years of Experience in the NewYork Marketplace

T

Tanenbaum-Harber Co., Inc.
Insurance Specialists

221 West 57 Street, New York NY 10019

212/399-0777
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Investigators' target

White-collar thefts net $50 billion yearly

CHICAGO-The private investi- turn, the problem has stimulated staff members and advisers with ! )
gator is back in vogue, but the im- the growth of investigative firms expeltise in accounting, auditing, ent, Royal-Schutt investigators
age is not the tough-talking, street- and services to cope with corpo- insurance, economics, aw and found seven separate instances o f

wise Raymond Chandler-style pri- rate wrongdoin
vate eye of a generation ago St

of tracking down the missing rela- bribery and kickback schemes,

atistics re\?eal the extent ofthe mer FBI and governmen: investi- pany executives, according to Mr
Today's private investigator IS white-collar crime problem The gators with companies that also do Royal In addition, the investiga-
likely to be a well-educated, high- cost is over $50 billion a year for anti-kidnap consulting for their eli- tors discovered 100 instances of
powered pro fessionalwho, instead misdeeds as embezzlement, fraud, ents

&~
—

In one such examination foracli-

X424 31"

computer sciences Some are for- suspected theft involving com-

"asset vulnerability” whete com-
One company, Unitel of New pany funds could be easily appro-

sLA -7

tive of a wealthy socialite, will conflicts of interest, buyer manip- York city, has an advisory board priated
most often be found trying to solve ulation and others, estimate the that includes folmer Treasury sec-

white-collar crime or advising a Justice Department and the U S retaly William Simon an i formei

company on how to minimize its Chamber of Commerce
exposure to thefts

management and executive levels, headed by people with law en-

has developed nationwide into a forcement backgrounds, are able victims of internal and executive review, the company studies such
very costly and serious problem In to draw upon an array of skills of tfheflt

Where is Greenwood, indiana?

The leading Agents, Brokers and Financial Planners Know!

= | Blanket Bonds for Banks and Other

Financial Institutions

Ten Downing Street is the headquarters of
the Brougher Agency, Inc., in Greenwood,
Indiana, the exclusive United States Repre-
sentative of a leading London Broker for the
placementof Bankers Blanket Bondcoverage.

Contact: Tom Folds

BROUGHER AGENCY, INC.

Lloyd's, London Correspondents

10 Downing Street

P.O. Box 485

Greenwood, Indiana 46142
(317) 888-3531 / TWX 8102602230
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TrMtrFERS
B-R-0*-D COVERAGE

Since 1921, IRM's capacity, financial stability and
service have distinguished our property insurance on
commercial, industrial and institutional properties

Our Inland marine facility provides creative under-
writing, helpful counseling and realistic pricing to
provide, through our member companies. insurance cov-
erages for contractors equipment, accounts receivable,

valuable papers. processing operations, radio-TV equip- white plains Ny 10601

ment and towers, installation floaters, installment sales
operations, bridges, transportation risks, and many other
exposures or properties requiring specialized tailor-
made contracts

For the best in commercial inland marine you can t
do better than IRM Call toll-free 800-431-1077

MEMBER COMPANIES Allianz - Atlantic Mutual - Central Mutual - Elipicyers Casualty
Employers Mutual Casualty - Grain Dealers - Indiana Lumbermens - lowa National - The Lumbermens
Mutual - Michigan Mitters - Michigan Mutual Insurance'- Millers Mutual - Northwestern National
Pennsylvania Lumbermens - Pennsylvania Millers - Toklo Marme & Fife - Unigard Wutual « UttC2 Mutual

to motor truck #Al

A-lanta - Chicago - Dallas

Los Angeles - New England

“We can look at a company's pro-
San Francisco pollce chiefThomas file and tell them where they have

The qualifications of the forces Cahill Another employs a woman the potential for problems, be-"'
That's mainly because crime in combating this crime are impres-

the corporation, particularly at sive Many investigations firms, audit travel expense accounts

with atravel agency background to cause once thefts go. they go big
and it takes a long time to catch up

Most clients call after losses
any firms ale the unknowing with them," said Mr Royal In its

have occurred, according to

A C Royal Schutt chairman Robert F.
, but unfartunately inb ?%al things as sxstems and proce urest,
or Investigative services aftel sub= personnel practices and contin- Royal.

stantial losses have occurred sev- gency planning erage and advising clients on ways
eral investigators saic But employe the it is not the only to reduce criminal risks

thing they look for Through a spe- Many companies are greatly un-

"Most of those who call us do so cial audit ofa company's purchas- delinsuled fol crime | isks, says

after the fire has been burning fora ing programs, Royal-Schutt can Mr Beck, even though cnmes can

while," said Robeit F Ro>al, chair- tell a client whether or not its pro- cause losses equal to flies, acci-

man o f Royal-Schutt Inte-national cedures are efficient enough to dents and catastrophes "If you

Inc, an mvestlgatie company yield maximum return on spend- were to take a survey of comganyf
% O

formed late last year ino presidents and executives, 8
Royal-Schutt, like mar y others The company also focuses on in- them wouldn't know what it is
in the field, offers audizing and surance Executwe vp Sanford E they'le tlying to protect," he said
consulting services to determine if Beck helps clients establish the
theft or wrongdoing is occurring at value of crime-related losses and
a company and whatthe' vulneia- aids in the bonding claim process on insurance while probing an em-
bilities" are to dishonest employes to assure maximum recovery Mr ploye theft The firm guides a eli-
Mr Royal, a former FBI agent, said Beck, an insurance industry vet- ent through ItS bonding claim to
his firm's "overview" service will eran, also performs "ci ime preven- make sure all the rules and provi-
also advise a company 07 how to tion audits," which include re- sions ofthe bond are followed so a
reduce its exposure to theft by viewing a client's insurance poltfo- claimis notdenied orreduced, said
changes in operating prozedure lio for possible deficiencies in cov- vp John Errett A company's major
concern after a theft IS "being

o

Unitel of New York also zeioes m

made whole" by recovering for the
m v loss "The insurance companies
Sa bo S reSta u ra ntS - will give as little as they can and
you've got to understand the limi-
Contmited from preutous page "And we got a lot of mileage out of tations of a policy," Mr Errett said
people "We expect them to be sig- them " When Litton employes re- Most suspected cases of white
nificant," he stated Nevertheless, ceived their statements, they often collar crime are Investigated by
he doesn't want to arbitrarily plug reacted by phoning him and de- outside experts thiough audits, in-
in higher premium charges for ma- manding that he sit down and ex- terviews and polygraph tests Un-
ternity benefits, but will monitor plain the elements of the figuies dercover probes are becoming
claims and loss ratios very care- shown as total cost o fbenefits paid somewhat rare, but theie are ex-
fully by the employer foi the year It is ceptions

Annual personalized benefit this kind of interest, believes Mr
,statements are, as noted, a nearly Holgate, that makes annual per- porter, who, under the guise ofcol-
certain new benefit feature at the sonalized employe benefit state- lecting information fora feature ar-
corporate level for the future, says ments powerful communications ticle, went to a horse breedmg farm
Mr Holgate, who has an MBA de- tools to investigate suspected financial
gree from Pepperdine University Moreover, a color videotaped irregularities, recalled Mr Errett
m Malibu, Callf and who gained a employe orientation program will "We used the reporter to get infor-
telecommunications background be finished soon, about 30% of mation we couldn't get any other

in the Air Force He enthusiasti- which is devoted to employe bene- way," he said
cally recalls his experience at Lit- fits, he says The 20-minute tape Unitel, which has earned $1 mil-
ton Data Systems with benefit will be shown in Sambo's five re- lion in fees since beginning opera-
gional o ffices and to the corporate tions in October 1977, employs five
staff "We were able to produce the full time operatives and can draw
“We did the annualized, per- tape in-house m our trainmg de- on a field of investigators who are
sonalized benefit statements our- partment which has a TV studio," commissioned on a case-by-case
selves at Litton," he eplained he noted basis depending on the expertise

In the retirement area, Sambo's needed for the Job
has an unusual combination of a

Unitel once hired a freelance re-

statements

profit-sharing plan and a TRASOP Investigating white-collar crime
for corporate levelemployes, an ar- accounts for 15% to 20% of the m-
rangement Mr Holgate regards as vestigations by Guardsmark Inc
strong The funding vehicle in of Memphis, Tenn, according to
Sambo s plan document allows ei- W R MeGraw division vp
ther an ESOP or a TRASOP Guardsmark extensively uses
security audits designed to ferret

"So far, only the TRASOP has out employe dishonesty and iscur-
been funded," he said rently trying to Increase 1ts exper-

The profit-sharing plan has an tise to deal with computer fraud, a
eight-year vesting schedule The burgeoning form of white collar
plan is contributory, with workers theft "We're increasing our com-
contributing 1% to 10% of salaries puter knowledge every day, but
The decision about the amount of the best way for a company to fight
employer contribution rests with it is m personnel selection They
the board of directors Mr Holgate should get more background and
noted that the plan's growth conduct pre-employment poly-
sprang from earnings and forfei- graphs,"” said Mr. MeGraw
tures during the last two years, "The opportunity is so great and
while employer contributions ac- you're talking about such big
counted for most of the plan's bucks that It takes some unusual
growth in the preceding period measures to cope with it "

While he believes that a defined

«1 -k .. -

INSURANCE
IMPROVED RISK MUTUALS

15 North Broadway

But the services can be expen-
benefit pension plan is on the horl- sive Mr MeGraw says Guards-
zon, Mr Holgate regards the cur- mark may charge up to $1,000 a day
rent arrangement as quite compet- for a security analysis Royal-
1tiVe Schutt charges between $600 and

"If you are locked into a TRA- $700 a day plus expenses for ItS
SOP and a profit-sharing plan, and consulting examination Unitel of
you are a 15- to 25-year employe, New York customarily charges be-
your retirement benefit will be tween $60 and $100 an hour for its
good," he contended

Detroit = Greensboro

San Francisco

services m
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Unions demand workers see medical data

By MARY ELLEN McKEE

CHICAGO-Employes must be
Lilly informed of hazards in the
vork place, but controls must be
)laced on access by others to em-
)loyes' medical records, argue la-
or union leaders.

Even employes should be kept
Jut of their medical records, con-
end some corporate executives.

The debate over employes’
ights to information on hazards in
he work place springs from a re-
:ent Occupational Safety & Health
Jdministration (OSHA) proposal
'equiring employers to notify em-
Jloyes of harmful chemical levels
ind toxic substances in the work-

ilace environment and the correc-

ive action the employer will take
o eliminate these exposures.

The proposal also requires an
amployer to allow an employe full
iccess to his own medical records,
o conduct thorough medical sur-
ieillance once potentially harmful
:xposures are discovered and to
irovide employes with all avail-
ible safety standards and any in-
brmation relating to the particular
:hemical level or toxic substance
'ound in the work place.

At a roundtable session on social
ioncerns of the industrial hygiene
and worker safety industry at the
mnual American Industrial Hy-
Zienist Assn. conference here, cor-
Dorate industrial hygienists and
-epresentatives from OSHA and la-
)or unions discussed the pros and
:ons of the proposal which also
nandates an employer's responsi-

Jility for employe safety and
lealth.

The United Steel Workers Union
:upports the proposal in principle,
;ays union industrial hygienist
Michael Wright. But it is also wor-
ied that the wording about em-
)loye access to medical records
md any other person's access to
he medical records with the per-

WERBEL'S

mission of the worker is fuzzy and
ambiguous. It could lead to wide-
spread abuse of the privilege not
by the worker, but by the em-
ployer, the union official said.

But an experience at a Midwes-
tern plant convinced him that
steps to expand employe accessi-
bility to medical records must be
taken cautiously and certain con-
trols enacted to curb abuse, he told
more than 300 people attending
this special session.

Harmful levels of 1,2-dibromo-3-
chloropropane (DBCP), which has
been proven to cause sterility in
laboratory rats, were found two
years ago in the Midwestern plant
employing 350 males, Mr. Wright
said. When informed of the high
DBCP concentrations in the plant,
the union immediately requested
that the company conduct a com-
prehensive sperm testing pro-
gram, checking and monitoring
sperm counts for all male em-
ployes.

"What surprised the union, how-
ever, was that all but three em-
ployes refused to cooperate in the
program,” Mr. Wright said. "Even
more surprising was the reason
they refused to cooperate in the
program, despite five days spent
explaining the dangers of high
DBCP concentrations," he added.

The workers did not want to par-
ticipate because they didn't want
their supervisor to discuss their
sperm count over lunch, he ex-
plained. "That was one of my ear-
liest indications that the employe's
medical records are not confined
to the corporate medical library,"”
Mr. Wright stated. "Apparently, su-
pervisors, personnel staff and top
management in that plant all had
easy access to the employe's medi-
cal records.”

Employe's have an undeniable
right to know their work expo-
sures and the impact the hazards
will have on health, but an em-
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ploye must be protected from the
eyes o fthe government and the un-
wanted eyes o fcompany o fficials,"
Mr. Wright said.

The industrial hygienists from
Celanese Corp. and Hercules Inc.
objected to the section of the pro-
posal giving employes access to
their own medical records because
access to that kind of information
is emotionally dangerous to the
employe.

"An employe without any medi-
calknowledgecanjumptounsettl-
ing and incorrect conclusions
about medical information in his
file" according to Ernest Dixon of
Celanese. He will fight any meas-
sures to force him to show an em-
ploye his entire medical record, he
said.

"l have no problem with provid-
ing Celanese employes with expo-

sure data, such as OSHA inspec-
tion reports, sampling data and

company exposure history," said
Mr. Dixon.

However, Mr. Dixon believes by
giving the employe access to the
medical record, an employer vio-
lates the special relationship be-
tween the individual and the phy-
sician which relies on confidential-
ity.

"As long as & company informs
the employes of exposure hazards
and requires a physician to clearly
explain the medical implications
of an exposure, he is fulfilling his
obligations to keep workers well-
informed,"” he remarked.

Edward Christifano, industrial
hygienist for Hercules Inc., says
that he conducts a comprehensive
health surveillance system at all of

Mass hysteria isn't
always of the mind,
hygienists caution

CHICAGO-One hour after the
first shift began at a Midwestern
frozen fish packing plant, someone
complained of a strange odor.
Within minutes, 35 workers be-
came ill. They complained ofhead-
aches, dizziness, general weakness
and labored breathing.

Biomedical investigations ofthe
plant failed to identify any toxicant
capable of producing the symp-
toms.

Social scientists have labeled
such phenomena as mass psycho-
genie illness, formerly known as
mass hysteria. This leaves employ-
ers and labor unions once again
playing an intense tug-of-war
game over definitions of the ill-
ness, the cause, nature and fre-
quency of the occurrences and
their relationship to employe
health and safety.

Mass psychogenic illness, as de-
fined by the National Institute for
Occupational Safety & Health
(NIOSH), is a disease that strikes
suddenly, spreads by contagion
and has no readily identifiable
physical cause. Until very recently,
only isolated instances were
thought to have occurred. But as
awareness of the disease spreads,
reports of outbreaks of mass psy-
chogenic illnesses are skyrocket-
ing.

In the last two years, NIOSH has
had to investigate at least 200 sus-
pected mass psychogenic illness
cases, triple the number of sus-
pected cases investigated the pre-
vious year.

Labor unions are wary of these
numbers and fear that employers
will use the mass psychogenic ill-
ness as a convenient excuse to
forego a close scrutiny of toxic
levels, equipment flaws and the
overall work-place environment.

"The definition of mass psycho-
genie shifts all o fthe responsibility
or blame for the occurrence on to
the employe's shoulder ratherthan
the employer,” complained Mi-

chael Wright industrial hygienist

for the United Steelworkers

Union.

On the 6ther hand, employers
and NIOSH investigators insist
that to rule out the possibility of
mass psychogenic occurrences is
to place all of the blame for such
incidents on the employer's should-
den

To illustrate the importance of
examining all possible causes ofan
outbreak, Mr. Wright related the

case ofa worker in atextile plantin
West Virginia who started having
violent outbursts accompanied by
uncontrollable shaking and severe
headaches. The problem was
diagnosed as acute schizophrenia.
Within three days 30 of his co-
workers experienced sirnilar
symptoms.

Without properly investigating
the source for the outbreak, the
employer declared the unusual
outbreak as a mass psychogenic ill-
ness, Mr. Wright said. However,
or.e month later, after the insis-
tence of a local union, the investi-
gation was reopened revealing that
all affected employes had carbon
disulfide poisoning.

The consequences of such mis-
taken diagnoses are far-reaching,
causing toxic chemicals to go un-
discovered and creating a general
loss of confidence of the worker in
his company and the government,
according to Janet Portinisan, in-
dustrial hygienist for the Univer-
sity of California at Berkeley. -

the company plants. After each
surveillance a report is issued to all
of the employes detailing the find-
ings including a medical analysis.
"That is sufficient, Celanese has
found, to foster a well-informed
work force," boasted the industrial
hygienist.

Three union representatives,
however, blasted what they called
the self-righteous double talk of
the employers saying that confi-
dential medical records of the
American worker is a myth.

"Confidential medical informa-
tion is passed from top manage-
ment right down to an assembly
line supervisor without hesita-
tion," claims Stan W. Eller, direc-
tor of safety and health for the
United Chemical Workers Union.
Hospitals, physicians, insurance
claims adjusters and usually a
company's personnel staff are con-
stantly exchanging information
from the files that company man-
agement insists are sacred and un-
fit for the worker's eyes, according
to Mr. Eller. "When information is
exchanged so readily, there is no
such beast as confidentiality,” he
—hFh == rcge<<di _ -
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DC 10 tragedy . ..

Continued f,om page 1

rensured around the world 1 o
Thomas Quinn, vpfortaxandin-

suiance at 'American Airlines, said Crash Site

the airlines’ msurance is adequate me==22, Des Memos|

to rover claims, but he would not

disclose the exact amount o f insur-

Memorial fund established

VAN NUYS, Calif -A special memorial fund has been
established in memory ofdeffrey W Nordhaus, 21, who was
Miles among 274 persons killed in the crash o f an American Air-
lines DC10 Jet in Chicago May 25
Mr Nordhaus, son of agent/broker consultant George
vonston Nordhaus who iS president of Insurance Marketing Ser-
The American Airlines vices in Santa Monica, was a 1978 graduate o f Pepperdine
Chkago 0(10 crashed north. University and had recently formed a new fum, Nordhaus
west of O'Hare Interna- Co, with his father to distribute computers for the insur-
ance industry
He also co-authored with his father, a recently released
manual on insurance agency promotion and advertising
Contributions to the Jeffrey Nordhaus Memorial Scholar-
ship Fund, for insurance students needing financial aid,
may be sent to the California Insurance Assn, 14414 Victmy
Blvd, Van Nuys, Calif 91401

@]

ance Claims could average
$2E0O,000 and more fromeachofthe
274 persons killed, according to
London sources Airlines usually
buy $500 million of liability insur-
ance, presumably more than '
enough to cover its liability in a ca- 448 that followed impact.
tastrophe such as the Chicago 4-W Two people on the
crash ground were also killed.
The plummeting plane
fell short of a densely
populated trailer park,
bt.lt still destroyed one
lHer.

O'Hare Field

tional Airport, disinte-
grating in the explosion

McDonnell Douglas Corp is also

£ing.named,in.suits which areJust Ogden Ave VALS Al

-4,clwoyr L
Airport -1 '-Q\ltra

country by the families of victims
ofthe crash McDonnell Douglas is tal aviation history-Tenerife (the nal destinations were foreign cities
belng charged with negligence m 1977 collission of two 747 Jumbo are subject to the $75,000 liability
T:g::)esgn and manufacture ofthe Jets in the Canary Islands that limitation under the 1934 Warsaw
killed 583 persons) will stay the Convention treaty, adopted to fos-
highest-but it will be well over ter international operations by air
$100 million ™ carriers Mcl)onnell Douglas is not
"Lloyd's List" an msurance pen- msulated by the agreement, Mr
he National Transportation odical, quotes an airline executive Kennelly noted
Safety Board has said it suspected as saying the total insured losses in Most o f the lawsuits will be filed
structural problems in the ill-fated The earlier inspection order re- ing the D(10 to American in a con- the crash could run as high as $500 in Chicago and Los Angeles, in fed-
DC10 could have triggered the se- quired removal and remstalla:ion dition that was "dangerous, unsafe million for"the whole shebang" in- eral and state courts, the lawyer be-
ries of events that led to the crash of the giant engmes which could and defective " Of the total being cludmg liability, life insurance, lieves The cases could be consoh-
A TurkishAirlines DC10 crashed have caused other damages if not sought, $1 billion is punitive dam- workers compensation and travel dated into one court Jurisdiction,
on March 3 1974, near Paris, kliling done properly ages, said Aaron Broder, a Bailey & accident coverage, said a Lloyd's under an order from a panel o f fed-
all 346 persons aboard The crash Maintenance employes for some associate spokesman Lloyd's own estima- eral Judges
was later tied to a poorly designed airlines have not adhered to the The punitive damages request is tes, however have been m the Some attorneys, himself in-
cargo door McDonnell Douglas maintenance a challenge to laws of most states neighborhood of $115 million "and cluded, will file suits m both states
St Louis-based McDonnell manual for the plane, which states that do not allow punitive damages up,” he said because, "there are certam strate-
Dcuglas carries $450 million of that engines should be removed in wrongful death cases "It's never gic benefits,” Mr Kennelly said In
product liability insurance, ac- from pylons before either part is made sense to me that ifa company Callfornia, for example, a survivor
cording to London sources, 80% of moved, the NTSB said In the past, kills someone that they shouldn't can obtain pre-Judgment interest
which iS held m the London mar- maintenance workers wculd be punished for It,” Mr Broder "Any estimate ofthe cost ofthis on an award to prevent insurance
ke: A company spc_:kesman de- sometimes lower the engine and said disaster has to be a guess," he said companies from delaying pay-
clined to discuss the insurance pylon together, causing cracks in A $15 million suit has also been adding there is no way to tell what ments California courts some-
Lead underwriter on McDonnell the pylon, the board said filed in federal court in Los the size ofthe death awards will be times also award punitive damages
Douglas' product liability is John Cracks on the pylon assembly Angeles by the former wife and in comparison with the amounts and no punitive damages are re-
Hewitt of LIoyd's ofLondon, who have been found on other DC10s two children of Leonard Stogel, a sought in lawsuits flled so far coverable m lllinois, Mr Kennelly
also handled the company'sclaims operated by American, which the rock music promoter American The average claim settlement m said
in the Turkish DCIO crash NTSB said were caused by faulty and McDonnell Douglas are the Chicago crash is unpredict-
The NTSB later suggested that maintenance These cracks were named defendants able, attorney Mr Kennelly
faulty maintenance procedures similar to the 10-inch crack de- And a suit seeking $1 million agreed Awards in crashes have
co ild have led to the Chicago tected on the pylon of the Ameri- from McDonnell Douglas and ranged from $200,000 to $5 million, However, Mr Kennelly said Ilh-
crash The FAA last week ordered can Jet that crashed American was filed by Corinne he noted The higher amount, the nois historically has had the high-
grounding and new inspections of mesa o fMount Prospect, lll, a Chi- highest ever, was paid to the family est verdicts, such as the $5 million
cago suburb The woman's daugh- Chicago business executive in award in 1977 The first award to
ter, Eileen Plesa, 22, a secretary- 1977 who died in the crash o f a exceed $1 million was also handed
spected under an earlier order The first suit filed in the Chicago receptionist en route to a vacation, twm-engine commuter plane Out m lllinois, a Judgment re-
frc m the FAA after the crash crash, in Chicago on behalf of an was one of those killed Some large, individual settle- ndered in 1967
Austrian businessman, Hans ments are likely, Mr Kennelly Despite the three tragic alr
Jurgen Otto Kahl, 35, seeks $3 25 said Many killed were young bu- crashes of commercial airliners in
million from each of three defen- sinessmen with families at home the last few years-in Tenerife, San
dants General Electric Ccrp, Attorney James Butler of Los The September 1978 crash of a Diego and now Chicago-mdustry
makers o fthe turbofan engine that Angeles, who represents several Pacific Southwest Airlines 727 Jet, sources say the premiums for avia-
fell from the craft, American Air- families of victims, said he plans to which collided with a light aircraft tion insurance will remain some-
a..dit/review - program analysts lines, and McDonnell Douglas also file a suit naming Rockford m San Diego and killed 144 per- what stable, at least for the time
= contract adjusting analysts - Among other suits so far i S a Aerospace Products Inc, makers sons, also carried many young being, barring another catastro-
- self-insured + aggregate cov- $108 blilion action filed by attor- of the thrust link attachment bolt business travelers It is estimated phe
e-s - experienced in Fortune 500 ney F Lee Bailey in New York In Milwaukee, a spokesman for that settlements will total between USAIG'SMr Brennan noted that
claim programs state supreme court on behalf of the Rexnord Corp would not dis- $60 million to $70 million when all rates did not rise significantly after
John J. O'Connor Jane Shatkin of New York City cuss thefirm'sprovisions forprod- claims are paid Before the O'Hare the San Diego crash, which fol-
B'Aé;l;a'{al': A The woman's son Lloyd, 29, and uct liability The bolt at issue, disaster, the San Diego incident lowed by only about a year the
11 Patrok Lane his wife I_nez Perez, 27, were l_<i||gd manufactureq _by R_exnord‘s .Ir- was the worst in U S history Tenerife disaster Another under-
Wilton, Connecticut 06897 ) The S_U't charges Amen(.:an Air- vine, Calif, subsidiary, is a "preci- Life expectancy, the number writer said the"tremendous capac-
Phone: (203) 762-9564 lines with causmg the pair's death mon part produced to exactmg and ages of dependents, prospects 1ty" of the aviation market would
and McDonnell Douglas with sell- specifications and subject to rigid for promotion and income of the help hold rates steady
quality control and inspection,” he victim are the main factors used to
said Rexnord officials are confi- determine an award in litigation, ble because most airlines and man-
O 1 dent the NTSB investigation will said Mr Kennelly ufacturers have completely non-
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NTSB's Washington, D C labora-
tory to be examined to determine if
its fracture was due to wear or"cat-
astrophic” stress Later, the NTSB
said that the three-inch bolt does

not appear to have caused the acci-
dent

The U S government will also
eventually be drawn into thelitiga-
tion as soon as the mandatory six-
month period for suing the govern-
ment expires, according to Chi-
cago lawyer John J Kennelly, a
noted expert in aviation crash liti-
gation

Mr Kennelly said he plans to file
suits on behalf of victims' survi-
vors charging the Federal Aviation
Administration with negligence
for certifying the airworthiness of
the 111-fated DC10

He predicted that total claim
payments will be well over $100
million "It will be the highest in
U 6 history, not in terms ofthe to-
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harmful exposure However, when health issue and m litigation that is been attempted to have been intro-
the container is damaged or deteri- the only thing being determined " duced, It'S been a failure "
orates, asbestos fibers can escape However, U S district court The findings ofthe 1930s studies
into the environment, presenting a Judge M Joseph Blumenfeld in were tenuous at best, argues Mr
'It's not possible for the U S ju- potential health hazard Hartford has indicated he might Harnett "Juries of today know
Manville Corp and its insurerof 30 dicial system to hear all the cases," To date, the asbestos litigation disallow Johns-Manville and other medical information ofthe 1930s is
years, The Travelers Insurance said Robert E Sweeney, a score board has been spotty corporate defendants from main- not as sophisticated as today's re-
Cos The insurer and a host ofother Cleveland-based plaintiffs attor- Johns-Manville and other defen- taining the defense that they did search Insurers were "not misled
excess insurers reportedly pro- ney "What we have to do is get dants have won and lost suits, said not know about the dangers o f as- by Johns-Manville There was
vided $364 million of liabihty in- insurers, the industry and claim- Mr Andrews of the Asbestos Liti- bestos some indication of a remote dan-
surance to the company from 1946 ants' counsel together to develop a gabon Reporter Johns-Manville
to 1976 Punitive damages, how- reasonable, sound and fair arbitra- has won the last six out of eight
ever, are excluded under the cover- tion process It would be a consid- cases that went to ajury, the com-
age, threatening the assets of erable achievement " pany says, with Juries finding that
Johns-Manville should punitive "Any process allowing for or- Johns-Manville had not been neg- been central to Johns-Manville's Although the manufacturers
damages be awarded in cases or derly disposal ofthese cases would hgent in failing to warn ofthe dan- arguments, and an unfavorable maintain the early studies on
if compensatory damages exceed be OK," said Thomas A Harnett, ger of asbestos ruling by Judge Blumenfeld could asbestos-related diseases were in-
the insurance coverage senior vp of Travelers Insurance eliminate between 60% and 70% of conclusive, the companies tried to
Other asbestos defendants in- Co "As reasonable people, we'd the company's defense, said Mr improve the working environ-
clude Armstrong Cork Co, Cas- use any reasonable approach But, Andrews This would leave the ment They introduced face masks
siar Asbestos Corp Ltd , Celotex we don't want a mixture o f the JU- Of 419 asbestos-related suits in- company with the defense of and vacuuming, said Mr Harnett,
Corp, Certain-Teed Products dicial system for discovery and ar- volving The Travelers closed m claiming that its products did not and they applied the knowledge
Corp, Combustion Engineering bitration for settlement " 1978, almost half (221) were settled cause the injuries they had at the time But environ-
without payment, said Mr Har- As early as 83 AD, the Romans mental control technology was not
nett Another 221 were settled out linked asbestos with illness And as sophisticated as today's, he
boat division, Flintkote Co, GAF of court, the defense won seven Henry Johns, founder of Johns- added
Corp, JP Stevens Co, Mead Johns-Manville iswilling to par- andonecase waswon bytheplam- Manville, died in 1898 fromalung
Corp, Metropolltan Life Insur- ticipate ma program to provide ad- tiff condition that doctors now believe of-the-art defense will be disal-
ance Co, Owens-Corning Corp, ditional compensation to its em- The average payment to claim- to have been asbestosis lowed, said a company spokes-
PPG Industries, Raybestos- ployes beyond workers compensa- ants in these cases was $9,335, In the 1930s, Metropolitan Life man At the time of InJUrleS at IS-
Manhattan, Rock Wool Manufac- tion benefits, provided that the driven up by the one case won by Insurance Co conducted studies sue, the 1930s and 1940s, the U S
turing Co, Unarco Industries Inc, government accepts responsibility the plaintiffs The lury had origi- at the request o f Johns-Manville Navy was implanting asbestos in
Union Asbestos & RubberCo, and for persons injured in work areas it nally awarded $750,000 in June and other asbestos producers the lungs of submariners to Im-

Asbestos claims...

Continued from page 1

ger, but not enough proof As more
. . information became available,
Defense in jeopardy

Travelers decided not to write the

The "state ofthe art” defense has risk ”

Claims score board

Inc, Eagle-Picher Industries, Inc,

General Dynamics Corp 's electric
Y P Tobacco smoke

Johns-Manville doubts its state-

Unlroyal Inc

controlled And it's willing to par- 1978 in the suit mvolving the death which indicated that asbestos re- prove their capacity to withstand

In addition, the federal govern- ticipate in a Joint program with the from mesothelloma of an insula- presented a potential health haz- long periods underwater, he said
ment and the tobacco industry government to provide compensa- tion worker at an Amoco refinery ard in the workplace

could be tapped to compensate tion for victims who fit neither cat- in Yorktown, Va The award was
victims It's now known that the egory later reduced to $275,000

combination of whaling tobacco But the company also wants to-

The Navy also concluded in 1946

Following publication of those that insulation work was not a haz=z-
findings, the president of Raybes- ardous occupation

A Florida jury in mid-May found tos-Manhattan wrote to a Johns-

"If the state of medical knowl-

smoke and asbestos fibers 9- bacco manufacturers to compen- Keene Corp liable for a $450,000 Manville attorney, "l think the less edge was so widespread and we
creases the chances of damage to sate victims, arguing that 97% of award in an asbestos-related case, said about asbestosis, the better off should have known, so should the
the lungs The federal government those who contracted lung cancer the highest award since the June we are "

has been one of the main users of frcm asbestos would not have 1978 award Fourteen other defen-

yards

Navy," thejohns-Manville spokes-

That letter and other documents man insisted
asbestos, especially in naval ship- done so ifthey were non-smokers dants had settled withthe plaintiff, have been cited by plaintiffs' attor-

Asbestos causes asbestosis, a an insulation worker suffering neys seeklng to provethatasbestos

The problem IS likely to worsen non-malignant scarring of the from asbestosis, for a total of manufacturers conspired to with-
as public knowledge about the lungs, and mesothehoma, a cancer $175,000, which will be subtracted hold information regarding the
dangers of asbestos Increases of the linmgs of the chest and ab- from the jury award The Hartford dangers of asbestos from workers
There might be as many as 10,000 dominal cavities Exposure to as- Insurance Co insures Keene Corp and the public

cases yet to be filed, said Leonard bestos also increases the risk of Class action suits have not been
Andrews, publisher of Asbestos lung cancer

Litigation Reporter, a news service

successful,

If it can be proven that a manu-

to date, none has been facturer knew a product to be
However, these diseases usually won by the plamtiffs One of the harmful and concealed that knowl-

that keeps attorneys and others ad- do not manifest themselves until largest, seeking $1 billion on behalf edge, the manufacturer can be held
vised ofcourt rulings and filings in 20 to 30 years after exposure and it of 5,000 workers at the Todd Ship- liable for punitive damages, said

asbestos cases
proved the harmful effects of in- yard in Southern California, was
ha_ing asbestos Many of the vic- effectively dismissed in late April
tims worked in naval shipyards when a Los Angeles superior court
during World War Il and only Judge sustamed a defense motion

wi'.hin the past decade have suits to demur the case
been filed

-imE@@®mdle.® -
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insurance and employee benefits

complete analysts ?
we do not sell

Plaintiffs also include insulation .
I ! - insuiat Class actions

workers and employes o f asbestos
factories and mines Even the

spouses of some asbestos workers Daniel et a1l v Johns-Manville

wasn't until the 1960s that research yard and Long Beach Naval Ship- plaintiff attorney Mr Sweeney

Conspiracy charges

Johns-Manville and Travelers
deny the conspiracy charge "The
documents relied on to demon-
strate a conspiracy are dated a full
10 months after the publication by

In another class action suit, Mc- the U S public health service of

the results of Johns-Manville-

have filed suit, claiming to have Sales Corp et al,US district Sponsored asbestos medical stud—

place | Insurance contracteg, disahling.lnesses.court Judge, Alfred Y Kirkland ies. noted Johns-Manville presi-

CORPORATE work clothes District for lllinois that a class ac- Although It IS "an adverse fact
POLICYHOLDERS Approximately 800,000 tons of tion could not be allowed since the to be viewed in litigation," the ex-
COUNSEL. inc. asbestos are used annually in the plaintiffs were not victims of a change of information between

20 North Wacker Drive

Chicago lllinois 60606
Phone 312 372 8225

prcduces more than 700,000 tons airplane crash or fire
If asbestos remains trapped

United States, Johns-Manville "single mass accident” such as an Raybestos and Johns-Manville is

not a cover-up, said Mr Harnett of

Punitive damages have yet to be Travelers "You can't prove a

within piping or other containers, awarded m an asbestos case In cover-up with that accordingto the
as .t is now used, there is no risk of two cases in Tennessee and one in rules of evidence Where It has

Ilinois, judges disallow ed puni-
tive damages, holdmg as a matter
of law that no one would be en-
titled to them

Johns-Manville president John
McKinney believes "it is highly un-
likely Johns-Manvillewill ever pay

4. RISK MANAGEMENT

punitive damages much less any

Risk Administration substanti compensatory dam-

Z ages There simply is no fault of

650/ 41110 m Raise age for
0 E pensions: Official

WASHINGTON-WIith the con-

Loss Control
Risk Retention

Financing Risk

tinuing risein hfeexpectancy, con-
Z sideration should be given to rais-
ing the minimum age at which re-
tired workers can collect Social Se-

S HHHHHA <Q, cutity benefits, a top administra-

GO<|| <* H
icial sa

"In the iuture, we ought,to think
about moving that early retirement
age (now 62) back in the right diree-
tion, that iS, up,"” Health Educa-
tion and Welfare undersecretary
Hale Champion said

- — > fFfit
From MRisk

Management
Mr Champion noted that today
life expectancy is 10 years longer
than in 1940 when Social Security
benefits first began and the aver-
age life span was 63 6 years

Why Texas

workers’

comp coverage
should be

written in Texas.

Only a large Texas carrier-such
as Texas Employers'-with
prompt local service can keep
your workers' compensation
coverage costs as low as
possible In 1978 alone, local
service helped to provide Texas
Employers' policyholders over
$55 8 million in dividends
premium discounts, and
retrospective savings
That's why many national
companies such as yours have
their Texas workers' compen-
sation coverage written
in Texas By us Get the complete
story by calling our National
Accounts Division at
214/653-8100

Toxas EnFPLoverRs.

iNnsumMmance

—irrr P O Box 2759

//// Dallas, Texas 75221

Employers Insurance of Texas

Texas Employers- Insurance Assn
Employers National Insurance Co
Employers Casualty Co

Employers National Life Insurance Co

isk Overnight it can destroy years of work Insurance offers some
n protection, but you've got to be sure that you're getting the right
protection . We'll help you find out We're risk management consul-
tants Wedon'tworkforinsurance companies Wework foryou Giving
you facts, not opinions And reasons, not sales pitches « So give us
acall We'llmakesurethatyougettheinsurance youneed

ROBI RTHL (,111 +454(1( 1411-0

7839 Churchill Way, Suite 130 Dallas,Texas 75251 (214) 980-0088 Telex 791 691



City self-insures to cut work comp costs

tne program for the city Included
n the $77,000 cost of the self-
insurance program is a $18,400
contract fee to Rasmussen and

ertent hte e deciisc i sa o v cout B B A & Yoo O ke e Bt H D 0D s R gt

urrence and illion adgregate |

Insure its workers compensation miums over the same period, mc,re cess insurance tg 3 rj\ ‘million per oc- miums (ggla(‘jr;% 8“38%%?%‘?% Fcli%gl- payanticipated,jos

program this year hoping to save than twice as much

gegeveral New

$78.000 inen o brenm; cver two years is being purchased $190,000 last’year and approxi- Jersey governments that recently
°HE S TRE AR BROGPIm con- Under the program set up oy from Safety Mutual Casualty Corp mately $185,_008)/ the

tracted through the Rasmussen Carteret treasurer John Florenzino ¢ f.St Louis

according to Cit))l gt@ir(.:iales.;fore turg‘% L%%%ugglsglnaaggjg Fn\ngrth;

Essex County, Trenton and Bur-

en range will cost and, Rasmussen,official Daye Mar- & city, which employs 200 peo- . . .
A R A T Tt 5000 s Romrussen I pGess b g Gy ) i e

alls of contrac

r Professional Risk Management Tools 7
| Automated information systems forcontrolling i
and administering cost of risk

c r nrati
Sy STHME)

REINSURANCE

UNDERWRITERS
Casualty/Property

Our company, an acknowledged

COMMERCIAL LINES MANAGER

-Large suburban (Hartford)
Agency seeks Commercial Lines
Manager Experience and ex-
pertise required in management/
marketing Duties Supervising of

1i475&Su.112;:2:»%:re Y
agency-company relationships,
e:c Call Watson Agency 203-
563-8111 Ask for Warren Willsey

classified advertising

RATES AND CLOSING TIME. $3.00 per tine,minunum charge $15.00.Cashwith
yrder. Figure allcap lines (mazzmum-two) 30 letters and spaces per line,
upper & lowercase 40 per Zine.Add two hnesfor bor number Replies are
forwarded daily Cbsing deadline Copy in written form in Chicago
ofjice not later than noon, Friday, 10 days preceding publicatton dete
Pt.blished evervother Monday.Display classtfled takes card rate 0f$36.56

Corporate Risk Managers
Safety and Communication Consultants
Benefits Managers

We discreetly arrange the hiring of
insurance and consulting people na

%er. column inch, and card discounts on szze and frequJenC}é. Mail ads to
winess Insurance, classdied advertising dept, 740 N. t,

ush

Rhnow 60611 312/649-5340 or 312/649-5239

Chica Jo, tionwide, Y.aux prices,danal abjectives

and salary advancement goals are im
portant to us All fees paid b> client
compantes Contact

leader in the reinsurance field, seeks
marketing oriented ind,v duals with
at least one year of experience m
casualty and/or property underwrit
ing to Join its nationwide organiza

tion The successful candidates will
HELP WANTED

have proven track records as under
writers, excellent conceptual, analy
ticat and interpersonal skills and the
desire and ability to assume res
ponsibilities rapidly

GENERAL
MANAGER/
SECRETARY

AUTO UNDERWRITER

The expansion of our Risk Manage.

Jim
ment has created the need for a dynamic,

Williams

career oriented, individual to take charge
uf the day-to-day operations of a newly
.ormed internal underwriting facility to
.z rite third party auto insurance business
Responsibilities will include underwriting
acwunts, negotiating rates, and establish-
_ng and managing support functions The
deal candidate will be a college grad
Nita 23 years of commercial package
mderwriting including extensive auto
.Incerwriting experience Must be able to
communicate with people in a positive
selling and negotiations climate
ro arrange a confidential interview. send
-esume including salary history to

AN EQUAL OPPORTUNITY

EMPLOYER M/F

Box 251, BUSINESS INSURANCE
740 Rush St Chicago, Ill 60611

Reply
Box 248, BUSINESS INSURANCE
740 Rush St Chicago, Il 60611

INSURANCE PERSONNEL RESOURCES
2970 Peachtree Aoad NW . Suite 622
Auanta Georgia *305 0 (404) 262 2972

ASSOCIATION OF CALIFORNIA
WATER AGENCIES
JOINT POWERS
INSURANCE AUTHORITY

Sales Engineer

(Commercial Property)

Innovative self starter with strong
management background and proven
administrative skills needed to direct
a comprehensive risk management
program and serve as chief adrrin-
Istrative officer of the Authorit,

Insurance experience desirable Da

gree in Public Administration, Bust
ness Administration, or a related
field and five years of demonstrated
management experience with know

ledge of public agency operations

Salary negotiable within $35 45,0CO
range plus fringes

RISK MANAGER

rhe City of Lakewood (pop 130,000)
separating Denver and the mountains has
an opening for risk manager This divi
sion head has the responsibility for loss
reduction and prevenUon, purchasing and
negotiating for all types of insurance
zoverage including medical and liability
deli insurance Requirements include
B A in business and 2 years of respon-
Bible experience in the above areas

Kemper Insurance Companies has an immediate need for an
EXPERIENCED FIRE INSURANCE SPECIALIST who ts sales
oriented The ideal candidate will have 3 or more years of Fire
Rating Bureau experience and possess a Bachelor's degree or
equivalent, preferably in FPE
Position will entail marketing, field underwriting fire rate eng,-
neering, and property loss prevention involving medium to large
Starting salary $21,000 4-, excellent fringe

processing risks (Non-HPR) with heavy producer and client con-
Denefits Send resume and salary history Lyle Martin, President
" N Y g tact
o Employee Relations, City of Lake ACWA JPIA 1127 11th St, Sui 305
wood, 44 Union Blvd, Lakewood, CO th St, Suite

soz228 Sacramento, Ca. 95814

Resume by July 15 to:

We offer a very competitive salary commensurate with expert-
ence, a full rarge of benefits and a COMPANY CAR Qualified
candidates, please send detailed resume including education,
experience and salary history, to

Sheree Davidson

KEMPER
INSURANCE COMPANIES
Long Grove, IL 60049

Affirmative Action/Equal Oppty Employer

ALEXANDER & ALEXANDER

CAREER OPPORTUNITIES
SOUTHWEST REGION

We are the second largest international insurance and
financial services firm Due to growth and promotions we
can offer you opportunity, challenge and an excellent com-
pensation package Why not review the current vacancies
listed below and then mail your resume or letter to us for
prompt, confidential consideration All it could affect would
be the rest of your lifet

KempeR InsuRance

companies

an equal opportunity/affirmative
action employer

CAREERS

RISK & EMPLOYEE BENEFITS BROKERAGE

RISK MANAGER $35,000 MARKETING MGRS . $35/45K

FLORIDA Diversified corporation Texas, Louisiana, a Knsas agen-
is seeking a well rounded R/M

ACCOUNT EXECUTIVE DALLAS
Property & Casualty experience,
5 or more years with a com

FIRE PROTECTION & LOSS

CONTROL ENGINEER DALLAS

cies seek proven manager of

pany and/or agency Large
account experience preferred
ACCOUNT

EXECUTIVE . NEW ORLEANS
Marine production experience,
5 or more years handling Hull.
P&1 and Cargo insurance for
accounts with tugs, barges.

crew boats, etc

MARKETING

MANAGER SHREVEPORT

Property & Casualty dept Place
business with various markets.
supervise staff of 5. familiar
with U S Longshoremen and
Harbor Workers Act, Jones Act
exposures

ACCOUNT EXECUTIVE . DALLAS
Approximately 45 years as
underwriter and/or acct exec
handling P&C accounts Heavy
sales skills

Inspect 0,1, gas & petrochemical
plants, place property cover
ages, prefer formal training m
chemical or petroleum eng.n
eering or fire prevention

ACCOUNT EXECUTIVE - DALLAS

Casualty underwriting expert-
ence, 2 or more years with a
company that writes contract

ACCOUNT

EXECUTIVE NEW ORLEANS

Property & Casualty experience,
5 or more years Emphasis on
new business production

ACCOUNT EXECUTIVE DALLAS

Oil & Gas experience, appron
mate 4 or more years as under
writer and/or account execu
tive Production and service of

accounts

MAIL RESUME OR LETTER TO

JOHN GILBERT, REGIONAL PERSONNEL MANAGER

ALEXANDER & ALEXANDER

34th Floor, 2001 Bryan Tower
Dallas, Texas 75201

an equal opportunity employer M/F

and insurance specialist Ideally commercial accounts Will have
with safety expr. Room to grow total responsibility for marketing

into mgt.

CASUALTY MANAGER $35,000
SO WEST One of the fastest
growing manufacturers of Indus
trial equipment. They seek an
aggressive & innovative spe
cialist

INSURANCE MANAGERS TO

$28,000
New corporate openings in all
areas of the country for Mana
gers and Ass/stan- Managers

BENEFITS SPECIALIST $24,000

dept Should have existing super
visory or management experi

ence

BOND ACCOUNT

EXECUTIVE OPEN

HAWAII opening within a brok
erage environment for a proven
producer of bond business
Heavy construction experience
required

COMMERCIAL PRODUCER $30/40K

Texas broker seeking proven pro-

MID WEST: International Fortune ducer of medium to large com
500 Co 4,500 covered em mercial accounts Self-insurance,

ployees plus union plans Up- captive, and/or national ac

ward potential plus

CONTACT: Donald Delaney

ALL FEES EMPLOYER PAID

counts experience desirable
CONTACT Jim Gilbert

PARTIAL NATIONAL LISTINGS

Apply by resume or call

INSURANCE RECRUITERS, INC.

3707 Rawlins, Sutie 414 Dallas, Texas 75219, 214-5284090

asmussen ¢

"O'Keefe International
Adjustment Companies. tnc.,
P.O. Box 16168,
Phoenix, AZ, 85011,
area code 602-264-3439,
cable address ' LOKADCO"
"We Will Handle Your Claim
Anyplace In the Free World"

RISK MANAGEMENT POSITIONS

Risk Managers & Assistants
Fortune 100, NJ eoMm
Buffalo, some Safety 3oM
FLA. PA, NC, MD, OH, NYC 2535M
Ins Admin Stat up &

Run Captive Co 30M
Sr Ins  Analyst Mich 35M
Self Ins & Captive

Consult Dallas aom
Prop Loss Prevent Engr PA 30M
Emp Bfts & Pens Plan Admin

Mich 70M

Upper NY State 28M

JOHN HUTTNER 212-732-3110
david ! bollinger associates
150 Broadway, New York NY 10038

CORPORATE RISK
MANAGEMENT EXECUTIVES

Insurance/Risk Analysts
Safety Property
Conservation Managers
Loss & Claims
Control Managers
Group Benefits &

Pension Managers
Health Care Directors
& Assistants
Discreet use of our NATIONAL regis
ters of skilled applicants and corpora
tions are available for further person-
al advancement and professional risk
management departmental staffing

Call Edward Hoffman/Martin Hodes,
COLLECT, at

(212) 267-2600
WALL PERSONNEL
ASSOCIATES, INC.

170 Broadway
New York, N.Y. 10038

WORKERS
COMPENSATION

Archer Damels Midland, a
leading multi-plant agri-proces-
sor, has an immediate opening
for a Manager-Worker's Com-
pensation Claims in the corpor-
ate headquarters, Decatur, llI-

inois

Responsibihties include re-
viewing compensation claims,
analyzing claim information and
working closely with company
safety personnel to reduce claim
costs Individual will also inter-

face with medical personnel

concerning employee disability,
rehabilitation and retraining, 1

and with legal personnel re-
garding litigation of claims.

Position requires an individual
with 2-6 years experience In
worker's compensation claim
processing and above average
communications skills

Interested individuals are en-

couraged to submit resume with
salary requirements in confi-
dehce to

ADM

Paul C. Perkins
Archer Daniels Midland
Box 1470
Decatur, Il. 62525

An Equal Opportunity Employer



Benefit pros cheer...

Continued from page 1
partment for facing the tough issues
that they previously had avoided,”
added Leonard Mactas, partner at
Kwasha Lipton in Englewood
Cliffs, N.J., a national consulting
firm. "They have met the issues
head on now.”

The key changes in the final
guidelines include:

= Clarification that salary in-
creases after age 65 do not have to
be considered in pension benefit

accruals.

« Clarification that group health
insurance benefits for older
workers can be reduced to the ex-
tent Medicare provides protection.

- Added flexibility for covering
older workers' long term disability
expenses.

The guidelines published late
last month are designed to aid
companies in complying with the
new law raising the mandatory re-
tirement age to 70. Companies
want to cut benefits for older
workers to reflect the higher costs
of the benefits for older workers.
The Labor Department with these
guidelines agrees employers can
cut back on some benefits for older

workers.

Clarifications made

The guidelines supersede an ear-
lier set of guidelines released last
September (BI, Oct. 2, 1978).

In those guidelines, the Labor
Department stunned the benefit
community by not clearly
answering whether employers
would have to give credit in pen-
sion plans for salary increases
earned after age 65. The credit for
pay increases over 65 affects pen-
sion plans in which the final bene-
fit is based on the average highest
salary earned over a certain num-
ber of years.

In the final guidelines, the Labor
Department has clearly stated that
employers will not have to give
benefit accruals for salary in-
creases earned after a pension
plan's normal retirement age,
which usually is 65. As a result,
pension benefits can be frozen at

Costs force
holding risk:
Exec panel

CHICAGO--Small corporations
may be forced into self-insurance
programs that they are not finan-
cially equipped to handle, warned
a panel ofChicago-based risk man-
agers at Chicago Insurance Day.

"The size of corporations that
self-insure is determined by the
markets," explained panelist
Arnold J. Saret, risk managerofin-
terstate United Corp. "Operations
with $10 million in sales should not
be in self-insurance, but may be
forced into it by tight market con-
ditions.”

Product liability and workers
compensation for small firms is be-
coming difficult to locate in Illi-
nois, according to the panel, and
workers compensation for small

, manufacturers tends "to wind up
'in the state pool,"” noted Mr. Saret.
Product liability tends to be cov-
vered under "unintentional self-
insurance," noted another panel-
'ist, Lane E. Kohan, formerly risk
manager o f International IRM Inc.

Commercial insurance, in gen-
eral, may be becoming unafforda-
ble to small firms as a result of
"the high deductibles and poor
programs the markets are offer-
ing,” Mr. Kohan continued.

Though a soft insurance market
is said to be in full swing, Mr. Ko-
han reported only rumors of soft-
- m A ey _ —

age 65 even though the employe
keeps on working past that age un-
less the plan provides for contin-
ued accruals.

Most observers believe that the
Labor Department had intended
all along to allow plan sponsors to
haltpensionbenefitaccrualsatage
65, "But they simply didn't know
how to word it,"” the first time
around, observed Janet Shephard,
partner and consultant at Hewitt
Associates in Lincolnshire, lll.

Group health savings

At the same time, the Labor De-
partment also confirmed that em-
ployers would be frue to reduce
group health insurance coverage
for older workers as long as Medi-
care, which begins at 65, compen-
the

employer-paid benefits.

sates for reduction in

However, the Labor Department
said employers now would be ex-
pected to pay the older worker's
Part B Medicare premium since
the guidelines say employers can-
not require older workers to con-
tribute more for their benefits than
their younger counterparts. Part B
Medicare now costs $8.20 a month
per employe.

The guidelinds, though, do not
spelloutwhetheranemployeralso
is obligated to pay a spouse's Medi-
care premium ifthe company pro-
vides coverage for dependents,
noted Ms. Shephard of Hewitt As-
sociates.

Regarding long term disability
insurance, the Labor Department
had initially proposed that em-
ployers could halt benefits at age
65 for an employe who became dis-
abled before age 60 For workers
who become disabled after age 60,
disability benefits could continue
for up to five years, or until the em-

ploye reached age 70, whichever
occurred first

business insurance, June 11, 1979/ 113

These twin alternatives remain
in the final guidelines. The Labor
Department has also added an op-
tion allowing employers to reduce
LTDbenefitstoalevelatwhichthe
cost of providing the LTD benefit
to older workers does not exceed
LTD costs for younger employes.

LTD, pension juggle

Furthermore, according to the fi-
nal guidelines, employers will not
have to pay pension benefits for
workers over 65 who are collecting
LTD benefits. In some cases this
could reduce a company's benefit
expenses since a worker's pension
benefit may be higher than the

LTD benefit, Kwasha

noted

Lipton's Mr. Mactas.

Taking a public policy point of
view, one benefit consultant pon-
dered if it wouldn't have made
more sense for the Labor Depart-
ment to say pension benefits and
LTD benefits could be integrated
so that an older worker would not

AN ESIS ANNOUNCEMENT

lose any salary replacement in-

The guidelines specify that
group life insurance benefits can
be reduced on the basis of age, in

direct correlation to the age-based
increase in cost.

Benefit consultants believe that
most employers can live with the
guidelines and will adhere to them.
"The guidelines offer sufficient
flexibility so that employers can
maintain employes on the payroll
after age 65 without having to bear
abnormal costs," said ERIC's Mr.
Pantos.

However, the guidelines do
mean that employers will have to
beef up their communication ef-
forts with their employes. For ex-
ample, if a company reduces its
group health insurance benefits to
the extent that Medicare kicks in,
the company will have to explain
to its older employes what Medi-
care covers and what the group
plan now will cover, said Ms. Shep-
hard of Hewitt Associates. -

Now, fororganizations self funding
employee health care plans, we provide

a fullrange of program development
and administrative services.

As one of the country's ,
leading administrators of

risk management programs,
we've been monitoring a

new and important trend:

aiona

=87 .'&,P-

I Recommendations
1 on reserve levels.

P <

adding internal staff, client

organizations can maximize
the cost savings and cash-

. S/HOO™ 1I/,9 ...
Claims verification

flow benefits of self-funded

progranns.

1* and controls.

the selffunding of employee 1 The chart shows how
|- --r ESIS applies its expertise in

health-care plans. The im-

-11:\

DBUSOELNIS 18nd 19860 o
I TR O 08850

selffun

ing is,

n our VIeW

sound and beneficial strat.

Employee enroliment:

egy for the long term. But it documents/forms

imposes, quite naturally, a

whole new set of adminis-

PROGRAM
DEVELOPMENT

trative and other require-
ments. These include establishment of a claims

fund, employee enroliment, claims processing and

payments.

~ Movigers:

both program development
and administrative work. In

the latter area, there are

- 4 MA partlcular advantages in Na-

Computer statements

1 for employees.

tional Health Care's

ig computer-generated claims
reports. They give employ-

Claims and financial

Fi summaries foremployee

benefits managers.

ADMINISTRATIVE
SERVICES

illness.This,

ees a clear, simple statement
of payments made in con-
nection with an injury or

in tum, is a vital

employee-relations and
communications asset for the self funder.

For full details on the services available
through ESIS' National Health Care Division,

Now, through our National Health Care Divi- contact any local ESIS office. Or write directly to:
sion, ESIS can satisfy many of these needs. By National Health Care Corporation, 60 State
utilizing our outside professional services, in lieu of Street, Boston, MA 02109 (617) 367-7460.

An INA Corporation Company
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people

Strang returns to Northrop as risk manager

James P. Strang, 38, has been phasis m risk management from ofthat area, replacing Jim Neasor, supervisor for corporate car from C W Post College
named corporate director of risk Pepperdine University, Malibu, who left the company Mr Carna- rentals He reports to Rolland Kre- -
management and assistant trea- Calif than is 27 fall, director of insurance Mr
surer for Northrop Corp in Los
Angeles, replacing Greg York who
resigned to establish his own risk safety administrator for the city of Atlanta-based Grand Union/ University
management consulting business Anaheim, Calif It is a new post- Colonial Stores have resulted in a enon Insurance Co, has been
as reported Mr Strang previously tion Mr de Pierre was formerly promotion andahiringthete Eben Joe Mania has been promoted to named to a three-year term on the
had been m the Northrop Corp in- safety administrator for the city of L. Jones, 30, has been named assistant treasurer/risk manage- board o f directors of Ideal Mutual
surance department from 1973 to Los Angeles, a position he held for claims and safety coordinator, su- ment at Standard Brands of New Insurance Co
1977 For the last two years, Mr the lasteightyears Prior tothat, he pervising claims under the York In the newly created posi-
Strang was corporate director of was safety admmistrator for :he company's self-insurance program tion, he will retain his previous du-
insurance for Tiger International city of Santa Ana for seven years and 1ts Bermuda-based captive, ties as risk manager and assume Joined GAF Corp 's risk manage-
in Los Angeles At Northrop, Mr In his new Job with the city ofAna- Chalfont Ltd He was most re- additional responsibillties in loss ment department as property loss
Strang reports to James Willson, heim, he reports to Jack Love, risk cently a claims supervisor at Lib- control and the financial account- prevention administrator Mr Ed-

Robert A. Reeves, 34, vp-insur-

Halldin has a BS in business ad- ance of Hospital Corp of America
Brant de Pierre has been named Two new positions at the ministration fromm Mancato State ZICA) and president of HCA's

wholly owned subsidiary, Parth-

James G. Edmonds, 31, has

senior vp for finance Mr Strang manager

has an MBA degree with an em-

arrmr
A —

ALL RISK
MANAGEMENT

SERVICES, INC.

All Risk Management Serv
ices, INc(ARMS) Is a com
pany whose design of opera
tions permits professionals In
various disciplines to support
the needs of many programs
As a result, the specific needs
of each client is satisfied by

a program tailored to provide

those services required on a miums-the pubhc simply pays July 1,1980 "

cost effective basis

Areas of ARMS expertise in
clude Claims Investigation
Administration and Manage
ment, Claims Management
Reports, Loss and Claims
Prevention Programs, Audit
ing, Subrogation and Recov
ery Efforts, Health Benefit

erty Mutual in Atlanta Promoted ing for employe benefits Mr Ma- monds was stafffire consultant for
to the new position of pension ad- nia, 50, has been with Standard the mid-Atlantic division of the

Several changes m the risk man- ministrator is Robert Lebo, 42 Mr Brands for seven years, and re- Kemper Insurance Cos In his new
agement department of the Bir- Lebo, who previously was corpo- ports to H F Powell, vp and trea- position, he reports to R S Gyory,

mingham-based VVulcan Materials rate tax manager for Colonial surer He has a BA from Rutgers risk manager Mr Edmonds holds
Co have resulted in three promo- Stores, will be in charge o fthe day- University a bachelor's degree in engineering
tions there Robert W. Lee, 50, has to-day administration of the pen-

from the Stevens Instftute of Tech-
been promoted to vp of compensa- sion program Both men report to Robert L. Wood, 40, has been nology

tion and risk management from his Al Friday, vp of Grand Union/ elected a vp of Athlone Industries
Inc of Parisippany, NJ, retaining
his duties and title as director of

position as director of risk manage- Colonial Stores
ment and employe benefits Ben-
nie W. Bumpers, 37, has gone from

We'd hke to report on stgffman-
Greg Halldin has teen named to corporate insurance Mr Wood, agement or emplove benefits de-
his position as manager of corpo- the newly created position of In- who reports to company president partment Just drop a note to
rate casualty msurance and claims surance manager for National Car Harold J Miller, has been with Stuart Emmrtch, Business Insur-
to the newly-created one of man- Rental's lend-lease program Mr Athlone since 1974 Before that he ance, 708 Third Ave,NY ,NY,
ager of corporate risk H. Glenn Halldin, 31, has been with tne St was assistant insurance manager 10017 or call 212-986-5000 We'd
Carnathan, speciallst in employe Louis Park, Minn, company for with Simmons Co He has a BS de- also hke to recelve plctures ofthose
benefits, has been named manager 6 1/2 years, most recently as claims gree in business administration involved

Lette rS COI u m n . } . fices located in principal cities of Burpee, Griffin & Perkins of
throughout Western Europe We Manchester, NH, you advised him
handle assignments for risk and that the American Society for In-
which are public utilities or gov- benefit managers, middle and sen- dustrial Security maintainsa listof
way The cost will be three to 10 ernmental entities, shall partici- ior executives, and specialists for security consultants Severalyears
times the amount but the employ- pate in such fund Said guarantee virtually all types of organizations ago ASIS did publish such a list-
ers will be paying lower pre- fund shall become effective on and functional areas, with salaries ing However, it has not been upda
starting at $30,000 ted m over three years and is no
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where do all the smart
agents and brokers go?

When summer comes, where do ail
the smart agents and brokers go?
On Monday, August 6,1979 you can .
make the rounds of this country's
leading commercial insurance agents - b u S I n e SS
and brokers . . in Business Insurance's

| |
8th Annual Agent/ Broker Profiles I n S l l m m e e
issue.

The most important audience in the
insurance marketplace will be reading

this issue from cover to cover...

51,000* corporate insurance buyers in

more than 17,000 leading U. S. corp-

orations, plusnearly 32,000* agents and 8- 1 - HAn n u B
brokers, plus thcusands of insurance

industry executives.

Our editors have goneall out to make
this issue a valuable, easy-to-use source
of agent/broker information - size,
scope of operation, numberof employes,

income, premium volume and special

services.

It's an exclusive opportunity to tell
your story to this influential business
insurance audience.

It's a summer event well worth

catching.
Ad reservatiors close July 24.

Call Don Walsh, Advertising Sales i
Director, at (212) 986-5050 or contact
a sales representative at one of the
offices listed. I
* Includes pass-along readers; details upon request.
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A PUBLICATION OF CRAIN COMMUNICATIONS INC.

New York:
708 Third Ave:, N.Y. 10017. (212) 986-5050
Chicago:
740 Rush St., IL 60611. (312) 649-5275
Los Angeles:
6404 Wilshire Blvd., CA 90048.(213) 651-3710



Il yourlosscontrol program

isn't really working,
that's un=American.

American Mutual helps you pinpoint job hazards, promote
safe practices, control losses, and keep premium costs down.

We keep on our toes - wide-awake to your safety needs.
That's the American way, the American Mutual way.

rnmerican

AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want to keep you safe, and sound.



