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By MARGARET LeROUX

CHICAGO-The four drug
companies manufacturing the
swine flu vaccine could solve
their problem of obtaining liabil-
ity insurance by forming a pool
anong themselves, according to a
spokesman for one of the compa-
nies involved.

"We may have to risk a couple
million dollars apiece by setting
up a pool," explained the spokes-
man, who asked not be identified,
"but at this point there doesn't
seem to be any other solution.”

The drug companies have all

disclosed that their insurers will
not cover them for any lawsuits
resulting from the inoculation
program. Merck, Sharpe & D6hme
was the first to do so in late April
(Business Insurance, May 3.).

Each of the four drug compa-
nies involved in the vaccine pro-
gram-Merck, W arner-Lambert
(through its subsidiary Parke,
Davis & Co.), American Home
Products Corp. (through its sub-
sidiary Wyeth Laboratories) and
Richardson-Merrell Inc.-already
has a captive insurance company.

"Maybe we can set up a pool

using the captives,” the spokes-
man speculated.

The possibility of Congress solv-
ing the drug companies’ liability
problem through legislation is
"almost impossible,"” the spokes-
rnan said.

Congress has been asked to pass
a bill submitted by the Ford Ad-
ministration to indemnify the drug
companies "against claims attrib-
utable to inoculation with the
vaccine except claims for failure
of the manufacturers to exercise
due care in the manufacture or
handling of the vaccine. . . .

The bill proposed as an amend-

Union wants Blues to freeze
exec salaries to contro/ costs

By ELISABETH M. WECHSLER

DETROIT-The United Auto
Workers (UAVWV) called for a
freeze on top executive salaries at
Michigan Blue Cross-Blue Shield
to draw attention to the need for
the health care supplier to curtail
its administrative costs.

"Executive salaries paid by the
Blues are already much too high,
but | realize the impracticality of
a roll-back," said Douglas A. Fra-
ser, UAW vp and chairman of the
union's Michigan Community Ac-
tion Program. "A pay freeze is
thus a viable alternative...on all
salaries above the $50,000 a-year-
level as part of its cost contain-
ment program.”

He noted that 32 vps at the
Michigan Blues, which resulted in
the merger between the Blue
Coss and Blue Shield organiza-
tions in January 1975, earned an
average salary of $40,600 a year.

"The question is-do the Blues
need 32 vps, whatever their pay?"
he queried. "General Motors Corp.,
one of the world's largest con-

-8916, has 37 vps to handle its far-
flung, world-wide operations. Why
then do the Michigan Blues need
almost as many when it operates
in only one state?"

The matter came up in early
June when the three UAWV repre-
sentatives on the board of directors
for the Michigan Blues voted
against the salary increase for one
top Blues executive. The raise was
subsequently granted.

Later in the month, a spokes-

man for the Blues acknowledged
that the proposed freeze on execu-
tive salaries involved only four
persons earning more than $50,000

a year.

"We were really trying to call
attention to the problem,"” said a
spokesman for the UAW. "l think
that before they increase salaries
again, they may think twice about
it

The UAW spokesman noted that
the Blues do have the lowest ad-
ministrative cost rate, 5 %, com-
pared with other private health
care suppliers. Still, he pointed out,
the organization is handling rev-
enues of more than $1 billion and
its premiums have risen more
than 15 % in the last year.

BENEFIT CONTROLS

See Page 16 for cost details
of a pre-surgical screening
plan set by Blues, unions and
Big Three auto makers.

A spokesman for the Michigan
Blues emphasized that the 5 %
administrative cost "must be put
in perspective."” All advertising,
education costs and salaries for
5,000 persons come out of this
budget, he said.

"Costs are rising for everyone,"
he said, adding that the cost of the
salaries for the 32 vps works out
to be about 25 cents a year per
Blues member.

"We have the largest Blue Cross-
Blue Shield organization in the

Bl's Computer

Seminar-page 3

country," the spokesman continued.
"Sixty percent of the state's popu-
lation are members. We need high
caliber personnel to manage it,"
he said.

Hay Associates conducted a sal-
ary evaluation for the Blues and
found the Michigan Blues to be be-
low other Blues organization "con-
sidering the volume™" of claims, the
spokesman said.

<'We call managers vps in some
cases," the spokesman explained.
Blue Shield needed high level
titles to communicate effectively
with doctors and other top health
care professionals, he contended.

"Compared with local banks, we
have fewer vps," the spokesman
pointed out.

As a result of a savings program
put into effect six months ago, the
Michigan Blues plans to save $80
million this year through various
cost containment measures (Busi-
ness Insurance, Dec. 15, 1975),the
spokesman said.

In 1975, claims paid out by the
Michigan Blues exceeded premi-
ums by $79 million, according to
the spokesman. Premiums collect-
ed were $1.26 billion in 1975, while
claims paid out were $1.34 billion.
Operating expenses for the same
period were $73.4 million, the
spokesman said.

"The idea of an executive hav-
ing to forego a salary increase to
control health care costs is a bit
incongruous,” the spokesman said,
calling the issue "emotional.”

"Saving pennies to payout mil-
lions won't even make a dent,” he
said.

The Blues spokesman explained
that there is "not -much financial
tie in"” between the Michigan Blues
and the national Blue Cross-Blue
Shield organizations, explaining
that the automakers' health plan
for workers in other states is
centrally handled by the Michigan

Blues.

Continued on page 2

A Merck technk,an examines tissue c.,lture in wkich viruses are grown.

Alternative seen for flu vaccine insurance

ment to Sect-on 311 of the Public
Health S€rv.ce Act, will be in-
troduced m :he House of Repre-
sentatives by Rep. Paul Rogers
(D-FIl.), cha:rmEn of the House
subcommittee on health and the
environment.

Rep. Rogers's committee began
conducting hearings on the swine
flu imMmmunizaticn program last
week, and no ac.ion on the bill is
expected until after the hearings
are compl€:ed.

Other sources i -- the government
expressed doubt that Congress

would pass the necessary legisla-
tion in time.

Manufacturens are already be-
hind schedule in the production
of the vaccine. Further delays over
the liability is:Lie would set back
HEW's plans to administer the
vaccine to high risk groups by late
August.

Delays caused by the liability
problem are not the only impedi-
ments to the immunization pro-
gram. At Merck, a spokesman
complained that "There are a lot
of unresolved factors... logistics
of delivery and time haven't been

set.”

"We offered to give the govern-

ment the vaccine for free,” a
spokesman for another of the drug
:companies said. "We just don't
want to be liable for an unlimited,
multimillion dollar exposure.”

Attorneys for the drug compa-
nies had negotiated with the De-
partment of Health, Education and
Welfare (HEW) with whom the
drug manufacturers had contracted
to produce the vaccine.

"What's at. issue is a hold-harm-
less agreement,"” one of the negoti-
ators explained. "And it is our
attorneys' opinion that HEWW
doesn't have tne authority to grant
it. The department can't speak for
the entire government.”

Since the drug companies are
selling the vaccine to the govern-
ment, not directly to the public,
they have no control over the
administration of the vaccine.

"The government will be re-
sponsible for developing warnings
about the vaccine and communi-
eating them to the public,” a
source at HEW noted.

Public heal:h officials began
meeting the week of June 14 to
discuss both koculation problems
for high risk groups and a schedule
for starting the inoculations. -

European utilities

study pooling plan

By MARIE KRAKOWIECKI

NEW YORK-Utility company
risk managers from 11 European
countries have joined forces to
study the possibility of forming a
captive insurance company to un-
derwrite nuclear exposures to
property risks, Business Insurance
learned.

The captive under study would
loosely resemble the captive set
up by United States electrical util-
ities in 1973, Nuclear Mutual Lim-
ited (NML).

The European risk managers,
however, hope to make theirs a
little different in triat it would
parallel the ex.sting nuclear mar-
kets in Europe rather than com-
pete with them, as NML does
with the U.S. pool of insurers that

write nuclear coverazes.

One Belgian risk manager who
is part of the Study group looking
at the European nuclear captive
traveled to the United States in
June to attend a Marsh & MclLen-
nan workshop on nuclear insur-
ance and indemnity and to pick
up some pointers fromm NML's ex-
perience.

Albert Van Gulck, risk manager
for UNIPEDE, a Brussels-based
union of Western European indus-
trial producers and distributors of
electricity, shop.ed up at M&M's

Nuclear Insurance Consultants
two-day workshop, accompanied
by one of his firm's brokers, Luc
deWilde d'Estmael, manager of
M&M's Brussels correspondent,
Henrijean & Cie.

Mr. Van Gulck expressed a
lively interest in remarks at the
workshop made by William H.
Manly, vp of Southern Services
Inc., and a vp and board member
of NML..

Like Mr. Van Gulck, Mr. Manly
does risk management for utility
nuclear exposures, since Southern
Services subsidiaries include Ala-
bama, Georgia Gulf and Mississip-
pi power connpanies.

His report cn NML's successful
operation after a proven three-
year track record encouraged his
Belgian listener.

Mr. Van Gulck. who is also the
manager of Intercom, a Belgian
society of gas amd electric con-
cerns, said the group studying the
captive began meeting in 1974.

It was sponsored by Sweden
and Belgian utilities, which be-
came the leaders cf the study, and
also includes risk and insurance
managers from utilities in France,
Britain, the Netherlands, Switzer-
land, Spain, Italy, Denmark, Fin-
land and the Republic of Ireland.

London broker Sedgwick Forbes

Continued on page 2
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dormciled is not known yet, al-

reuan mermuce s veen s Product liability furor ranks as 'hof

pany would be in an EEC country.

Utilities .
Continued from page 1

acts as the stud roup's advisor, None of the governments of the : : -
Mr. Van Gulckysgaid FI)ts final re- countr-es whose risk managers to p I C at NAI C I I Ieetl n g y Stu d y beg u n
port 15 expected to be published at are studying the captive are com-
the beginning of 1977 mitted Mr Van Gulck said culty of separating product liabil- mittee that the ISO IS finallzing
But he pointed out a trend in tty information, and the question its study of product liability claims
Like NML, the captive under Europe toward greater cooperation NEW ORLEANS-A "general of whether the annual statements closed between July 1 and October
consideration woufa be formed to Between countries in trying to deadlock” at the annual meeting -which are used to check on in- 31 of this year "Our objective is
provide access to property damage work out common problems con- of the National Assn of Insurance surer solvency-should be used to capture information on approx-
insurance of nuclear exposures nected with nuclear energy The Commissioners here earlier this to collect data on a problem line imately 30,000 closed claims
not currently available from the study group for the formation of month led to the postponement of of insurance, the staffer said which will provide more than
European nuclear pools a nuclear insurance captive is a a controversial proposal to require At the executive session of the adequate sample for analysis," Ms
Mr. Van Gulck stressed, how- natural extension of this new spir- the separation of data on product NAIC property and hability com- Walters said Results will prob-
ever, that its purpose would not it of cooperation, he indicated liability insurance on the NAIC mittee June 9, the measure pro- ably be presented at the NAIC's
be to compete with the pools, as Mr Van Gulck was especially fire and casualty annual state- posed by the availability of es- next meeting in December
is the case between NML and Nu- enthusiastic about a motion passed ment sential insurance subcommittee The subcommittee also heard
clear Energy Property-Liability at the last conference of UNIPEDE "There was quite a debate on was debated until "time was run- from Howard B Clark on behalf
Insurance Assn. (NEL-PIA), but held in Vienna in May m which whether there was enough lusti- ning out," he said. of the federal interagency task
to provide parallel coverage with the member electric utilities rec- fication at this point" to ask in- force on product liability He re-
what the European pools offer. ognized the absolute need for fu- surers to separate product liabil- The part of the measure that viewed the set-up of the task force
The study group 15 considering ture energy resources and said ity data on the form they must file set up a new supplemental report on the directive of the White
coinsurance with the pools as an they were prepared to become in- with state insurance commission- blanks subcommittee was adopted, House's Economic Policy Board,
alternative in order to get lower volved in the enrichment and re- ers, according to an NAIC staffer. and the part that would have re- and said, "l think (the task
premiums and more capacity processing facilities of the nuclear Those who opposed the mea- quired data on product liability force's) predilection will be to dis-
Where the captive would be energy cycle.

By PAUL R. MERRION
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m sure pointed to its cost, the diffi- insurance was pigeonholed into the turb existing institutions and prac-

new subcommittee "It was a po- tices as little as possible in arriv-
litical compromise,” said the ing at sound solutions "

NAIC staffer, who had supported
both parts of the measure. "It are clearly countrywide,” Mr

"The dimensions of the problem
wasn't thought out very well Clark said, "and it is rather ap-
In other action, the commrttee parent that the short-term relief
approved the formation of a task of local joint underwriting asso-
force to study the product liabil- ciations or insurance facilities
ity problem Members of the task typical of the medical malpractice
force will be named soon, the erls ts offer no great hope m the
NAIC staffer said The task force product liability crisis "
is charged with working with "all
interested parties" to obtain data
on product hability insurance. e rro rS &
According to a memorandum
prepared in May by NAIC coun-
sel David J Brummond, the ad-
vantage of using the NAIC an-
nual statement to collect product « The Third Editorial Advisory
IiabilitX data are' the information Panel survey found that pl
would have a high degree of re- members most frequently purchase
liability, the system for collecting liability insurance having $100
data is organized and dependable, million limits In other words, this
the results obtained can be shown was the mode of the liability limit
in a reasonably understandable findings from the 58 respondents
format, and the cost of obtaining The figure in the May 31 story
the information is not burden- about this survey was wrong, due
sonne to a typographical error.

omissions

The disadvantages, accordmg to
the memo, are that the informa- « The California Department of
tion would not be obtainable un- Insurance said there has been no
til March 1978 at the earliest approval by the department for
(which will be even later now medical malpractice structures de-
that the measure was postponed) scribed m a May 31 article as "self-
and that there will be gaps in the insurance trusts" for physicians or
information It was expected that for hospitals As of this date, en-
many insurers are not able to sep- abling legislation allowing estab-
arate product liability data, and lishment of malpractice trusts,
there would be no way to gather which is proposed in at least one
statistics on excess policies, rein- bill, has not been enacted Undei
surance and self-insured reten- present law, such trusts in Cali-
tions fornia must form an insurance

Product liability was one of the company, because any pooling of
hottest topics at the NAIC meet- malpractice risks is considered an
mg, wlth nine presentattons by insurance business, said a counsel
NAIC staffers and special interest for the California department
groups at the meeting of the sub-
committee on the availability of « Gerard P. Howland, manager
essential insurance. of pension plans for United Air-

Mavis Walters of the Insurance lines, was identified incorrectly in

Service Office told the subcom- the People column of the May 31
issue. Omitted in the hst of per-

sonnel groomed to take over var+-
ous responsibilities for retiring
Waller B Smith, director of insur-
ance, were- Philip Schneider, staff

Blues.

Continued from page |
It's really only an association representative-pension assets, 7/4
tie-in," he said "The fees are mod- David B Walker, manager of
est and come out of the total 5 % group insurance plans
administrative costs
The UAW spokesman noted that
his union was preparing for collec-
tive bargaining with the Big Three
automakers The automakers con-
tend the UAVWV will have made
workers contribute to their health

GUIDE TO
FEATURES

care plans because costs are rising
at such a high rate.

Info for Buyers 6
According to the UAVW spokes- . Y 1
" . Opinions n
man, the automakers "have paid . 10
. . R Perspective
lip service (to health care contain-
Benefit Tax Slants , 21
ment) but so far they haven't .
th h London Line 25
come throu
9 People 30

"They voted for the salary in-
crease (for the Blues executive)
They said It'S the going rate for Vol 10 No 13-Business Insurance Es
corporate people,” the Blues published every other Monday at 743
spokesman said, refernng to the Rush St, Chicago, Il. 60611 Controlled
automakers management represen- circulation postage paid at Brookfield,

Exclusively for West Coast Producers. tatives on the Blues board of di- Wisconsin Copyright 1976 by Crain

rectors - Communications Inc.
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Human error is clearly the
computer's biggest enemy

By ELISABETH M. WECHSLER

consider is the wide variety of
things that can happen to data risk manager does not need to be
CHICAGO-"There's no way Data is a major corporate asset- familiar with EDP terminology in
that dishonest people will ever be sometimes the most important as- order to get .nvolved in the risk
able to compete with the incompe- set There IS a need for a rational, assessment committee because
tence involved in everyday com- systematic approach to data secur- computer security problems are )
puter operations,” claimed an elec- ity,"” he said too important to ignore
tronie data processing (EDP) spe- Once the risk assessment process After a risk has been fully eval- ,

cialist is complete, you must be able to uated, and you still can't tolerate
"Errors and omissions tower identify who uses the computer the potential expense, buy insur-

over every other type of computer for what m order to hold people ance to cover the excess risk, he

security problem," continued Rob- accountable, Mr Courtney said If advised "What type of insurance

ert H Courtney, director of data necessary, use their fear of being is the function of the type of risk

security and privacy for IBM Corp fired to limit their melmations of that you're worried about,” he A company's own data processing persornel can be the nal.7 sourc e of
He made his remarks at a Com- dishonesty or chronic errors and added Computer security problems and accidents =aused by -uiman error

Mr Courtney emphasized that a

%o\

puter Protection/Insurance Sem- omissions, he added

: " oirgpacmyg tradona passwords Dort't neglect computer security iust
because problems aren't yet visible

CHICAGO-"There IS a tenden- come under the 30-year law " nowledged :hat this concept "is not
Credit card keys are perhaps the cy to mishandle threats which we Mr Jacobson advised risk man- generally accepted' oy top man-
put into the computer "These best security access device, he be- experience less frequently than at agers to "write down everything agement in the W 33 tney order
things happen over and over lieves "If employes need them for 30-year intervals, commented that could go wrong and estimate priorities

again,” he noted access (at several points), they Robert V Jacobson, assistant vp, the cost of the loss Do your best
won't tend to give them away to Chemical Bank, New York
their co-workers

inar here, co-sponsored by Bust-
ness Insurance and Computer-

world magazines

matter how minor the accident,” procedures, he said Finger and
he said For example, an operator voice prints have been considered
who drops and dents a disc pac as identification measures, but
may not admit the accident but it "they're not practical,” he said

could do severe damage when it iS

"You ma,be ab.e to dismiss a
guesses and set up priorities for risk on t-ie tasis of a guess and you
"Just because you haven't ex- avoiding risk," he added
"Don't use company logos or oth- perienced (losses from) the expo- "How you identif> the indivicual
er obvious identification,” he ad- sures," he said, referring to com- versed m electronic data process- at the otner end of :he wire 1s
More stories will appear in the vised, and record "who you give puter security, "it doesn't mean ing (EDP), Mr Jacobson believes the one step that has eluded us,"
next issue. them to Tie It m with the em- you should ignore them They are that "what the risk manager needs Mr Jacobson admitted "Signature
ploye's | D number This further real exposures,” Mr Jacobson told to know and understand to part- verification looks promising,” he
diminishes irregular access," Mr participants at the Computer Pro- cipate (m the risk assessment pro- said, referring to a pressure pro-
Courtney explained tection/Insurance Seminar here, cess) is easy to learn Otherwise, file analysis rather than to optical
"Journaling,"” or keeping a writ- sponsored by Business Insurance it'S Just another form of risk man- verif.cation
ten record, whenever the System is and Computerworld magazines
accessed is "a very important” that mass production mspection
procedure to follow, he noted He recommended a brochure techniques don't work in one-of-a-
Also, protection against physical centers around the fact that data available from the Government k.nd situations,” he explained
security risks to the computer fac- processing facilities represent "a Printing Office for $1 35, entitled He said he plainly disagrees with
ilities must be considered high concentration of tangible Federal Information Processing another seminar speaker, Robert
"Most fire problems connected value " Standards (FIPS) Publication No Courtney of IBM, aboLf the extent
in the facility may not be that ef- The concents of a typical office 31, which provides guidelines for of compuler crime "That segment
fective "Use them if it is econom__ by putting fire detection and are generally valued at $10 or $15 the physical security and risk man- of the population that ca-1 under-

COMPUTER PROTECTION may discover a life-or-death risk "

INSURANCE SEMINAR Reassuring the risk manager not

The second major problem for
computer security is dishonest em-
ployes or recently-terminated em-

agement " "The key technical problem is

ployes "The vast majority are
The main problem for the cor-

porate risk manager, he explained,

clerks and operating people, not
high level officers from another
office,” Mr Courtney said

For this reason, he said, security
systems designed to deny access

to anyone except those who work
with computer facihties are caused

ically feasible, but know that
they're hmited,"” he cautioned

quenching systems in the wrong per square foot, Mr Jacobson con- agement problems of data pro- stand computers and can commit
places.,” Mr Courtney contends tinued But for a computer room, cessing facilities crimes 1.s growing,” he believes

"Employes will misuse what "Usually they're installed where it can range from $500 per square "Take security measures even if "It's not impossible to back dp

you've extended to them to help

the dollars are (m terms of the foot up to $2,500 per square foot what you do does not achieve the your EDP system," he roted "But

them get their job done " he said, value of the equipment) rather A tape library would be worth perfect system,” Mr Jacobson said the cost may be great'

noting that this is why the reliance
on passwords to limit access may
be a poor security device

Other madJor problems include

than where the combustion is * about $400 or $500 per square foot "The declining expected loss

He pointed to "an affinity be- In addition, the consequences of should balance the security cost "
tween computer facilities and cafe- interruption are high because the He advised a rigorous, quantita— divide the system and put part in
terias, which results in a higher in- tape library is used daily and "may tive approach to risk evaluatlin of another lo :ation to reduce the risk
cidence of fire or flood " The af- be one of those problems that computer security But he ack-

One suggestion he had was to

He particularly cauticned against

fire and water damage, disgruntled
employes and depredation of com__ finity is a result of special elec-
trical wiring that both need

ignoring those threats Fhrch have

puter equipment by strangers a low occirrence rate out which

To solve these security problems,
Mr Courtney advised seminar par- "It's not just the problem of los-
ticipants to set up a risk assess__ing one floor but the problem of
ment cornrnittee which would be the fire gutting several floors and
lead by an EDP manager and con. losing other systems and backup,"

possible EDP disaster
sist of various systems, operations, e warned "Think through your lock or p itting Comouters in a

internal audit, physical security dependencies, he emphasized CHICAGO-"Go through and "What programs must you building near a roof Kith an easy-
and risk management staff present The storage of backup data is figure out the value of each (com- have? Establish priorities," Mr. access fire escape attaited to it
In addition, he recommended in__ better placed a few blocks away puter) program," advised a broker Miles advised Most companies "Even if the potent'al loss is
rather than 150 miles away on a specialized m electronic data consider accounts receivable and small, why put up w.th it if yo.1
mountain top, he believes There's processing (EDP) risks. inventory tapes "critical” but as- don't have to') ' he queried
bemg evaluated so they can ex- Mmore chance of a clerk getting "Determine the difficulty to re- sign lower priorities to accomts
plain their functions Involved into an automobile accident trying construct if there's a computer payable and payroll, he noted
"Keep highly qualified people to retrieve the backup data at 2 loss," said Paul W Miles, execu-
on the risk assessment team," he a m than the chance of nuclear tive vp, | Berman & Co, Mont- "The data processing center is cant," he sald, noting tne relative-
advised, "but make it a half-time holocaust, he said gomery, Al "The cost would be the heart of any business When it ly shon jail terms for stealing
commitment The disaffection of employes oc- prohibitive If so, put these records goes, business stops," Mr. Miles money thro igh a comfuter as com-
curs over "a significantly long in a back-up system, he advised continued "There's no easier way pared with holding up a bank
pursued, Mr Courtney explained, Period of time, Mr Courtney said "We're appalled at the lack of to cripple a firm than through EDP
is a listing of all the types of data "Line managers have time to take disaster planning and the 1nade- impairment "
and the cost of each type of mis__ corrective steps It is a traumatic quacy of insurance protection de- He believes that in order to ommended sprinklers and halor
hap that can occur Then assign an experience to admit that the prob- signed to cover it," said David minimize the risk, the EDP man- protection in al eas where there is
order of magnitude to the dollar |lem of a disgruntled employe ex- Warren, CPCU, a consultant and ager must figure out how long it storage and data processing "Do it
value and calculate statistical prob__ ists, but it must be handled," he partner with 'Warren, MeVeigh, would take to restore all sources of in response to your needs and ex-
said, pointing to the possibility of Griffin & Huntington of San information on the computer file posures and consult a fire safety
threatened computer security if it Francisco To build a recovery file, "start engineer,"” he advised
"The purpose of a risk assess- 15 Ignored Both speakers addressed their by imagining the worst thing that The potential damage of watei
ment approach is to find the small "There's no reason to think that remarks to a Computer Protection/ can happen to the data center,” to hardware equipment .s ovei-
percentage on which you have total wiretapping is a problem for com- Insurance Seminar *here sponsored Mr Miles said "Come up with rated, nhe believes "Besides, it's
and continuing dependency so you puters yet," Mr Courtney said, but Jointly by Busmess Insurance and actual dollars for what the systems the least of your proclems You
can control that,"” he said asked the audience to let him know Computerworld magazines programs, systems pac and per- can easily get another Domputei "
He suggested contracting with a if they had trouble with their own sonnel can cost after a disaster At Chemical Bank, Mr Jacob-
similar computer system "so that systems “Business interruption measures After you get the total, add 50 % son said he communicates "fre-
you have continuing capability to "Don't spend $50 milhon this the loss of profit at the end of the to 100% to cover the program- quently" with the bank's r:sk man-
be backed up" in case of a major year to avoid a $150 million loss year," Mr Warren reminded the ming of a new system | don't ager "His concern is insurance
mishap "It must be a formal that you've calculated has a fre- audience "If a loss can be sub- know of any that don't have big coverage and my concern is data
agreement,” he warned, "and it quency of occurring once in 300 stituted or made up, there is no cost overruns,” he advised processing management and secur-
must be tested firom time to time years You can't Justify spending business interruption The extra "Be meticulous in figuring the tty He can be instrumental in
‘The risk assessment approach more to prevent something from expense involved in running a cost and time for an emergency supporting good secu I'ltv practice
is full of surprises," he empha- happening, beyond annualizing the business after a loss is covered if plan," Mr Miles continued "Go to and | can help spot the significance
sized "The important thing to cost of the risk," he said it has reduced profit," he added Continued on page 4 of problems he may not see

have high loss potent a-
"se-

Be prepared for worst

In Mi :acobson's opinion,
curity shortcuts show a bad att -
tude " Examples he ncted weie
using a rutber band k hold a docr

cluding members of the depart-

ment whose computer security 8
"The Judicial system and law

enforcement agencies don't pei -
ceive comfute. crime as signifi-

The methodology that should be
For physical protection of corn-
puter facilities, Mr Jacobson rec-

abilities on the dollar values
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Disaster planning...

Continued from page 3

the insurance company and show
them what you did. If you have a
disaster plan and try to follow it,
they can't second guess you."

Mr. Miles suggested finding
compatible facilities. "You may
need to back up your own systems
pacs as well as your programs,”
he noted.

"The hardware manufacturer
won't guarantee deliveries,"” Mr.
Miles warned. "They'll cooperate
and help but you must look at your
maximum downtime and figure
out all the direct and indirect
costs.”

If you want to set up the
groundwork for your back up
facilities in another area because
of different power transmission,
install air conditioning so that the
wiring is ready for the computer
equipment to save time, Mr. Miles

advised.

"Get some order in your emer-
gency planning,”" he emphasized,
Put people in charge of specific
duties ahead of time. If there's
no practice, people do crazy, im-
pulsive things in an emergency.
Have the contingency plan in writ-
ing and communicate it to key
personnel. Conduct drills," he sug-
gested.

Mr. Warren also mentioned the
importance of trial runs for emer-
gency plans. "Have written agree-
ments" for contracting with an
outside source for computer back-
up, he advised.

"One-tenth of 1 % of revenues
for unplanned losses can be with-
stood by most companies,” Mr.
Warren said. "If the estimated loss
costs less than this, you probably
don't need insurance.”

He pointed out two ways to in-

sure data processing operations.
One is to put data processing
equipment, extra expelihe and
media storage on business inter-
ruption with a property policy.

"It's good to include equipment
in a master policy because it usu-
ally has high limits everywhere,"
he said. "It's a way to guarantee
adequate limits."”

The other way is to put the
computer facilities on a separate
policy. The problem is, "how do
you tell what part of the data
processing loss was the result of
a fire in the building?" he queried
participants.

For this reason, Mr. Warren ad-
vised including it in one policy. If
that isn't possible, "use a special
policy," he said.

St. Paul Fire & Marine devel-
oped a new form and is considered
"the leader in this area,” he said.
Other active underwriters in the
field are Chubb & Son, Phoenix
Assurance of New York, American
International Group, Home Insur-

ance Group, Appalachian (part of
Fact6ry Mutual), and Fireman's
Fund. The latter underwriter was
described as being "not enthusi-
astic” about these risks by Mr,
Warren.

The components to be covered
are hardware, media, extra ex-
pense and business interruption, he
said. Blanket: coverage or combi-
nation coverage for media and
extra expense or media and busi-
ness interruption coverage can be
arranged, he added.

To deterrnine the amount of
business interruption coverage, Mr.
Warren said: "Pick the figure you
think you'll need and put it in the
policy. They'll pay you that,” he
noted.

"Insurance won't cover all the
possible risks, so make a risk an-
alysis to figure out what's covered,
what's not and what you are going
to do about it," Mr. Warren sug-
gested.

For fire protection, he advised a
combination of sprinklers, carbon

Howalittle-known side of Marsh G Mc Lennan
cansaveyou alotofmanagement headaches.

By analyzing every aspect of your
risk situation. From compliance

with the growing body of govern-
mentregulations...to implementing

and managing captive insurance

companies.VWhichone-ormore-

of theseorganizations can helpyour
connpany?

MGM Protection Consultants.
Property and earnings loss preven-
tion, public liability loss control,
compliance with OSHA regulations,
security, emergency evacuation,
evaluation of employee accident
control programs, industrial haz-
ards, product safety, auto fleet
safety, employee safety.

Clayton. Environmental C6nsult-
ants. Evaluation and control of en-

vironmental problems, industrial
hygieneand air pollution, analytical
laboratory, compliance with EPA
regulations.

Nuclear insurance Consultants.
Site and risk evaluation, radiation

safety/loss control procedures, con-
tract review, schedule and conduct
on-going inspections, recommend

and obtain appropriate nuclear in-
surance, coordinate with Nuclear

Regulatory Commission.

Risk Management Consultants.
Practical. application of financial
and quantitative methods .for risk
management dedsions, analysis
and development of captive in-
surance company approaches,
library research and information.

Helping you solve problems
before theybecome problems.

ennmnan

Marsh & MclLennan (Bermuda)
Ltd. Implementation of captive in-
surance companies and manage-
ment of daily operations.

Multinational insurance Services.
Specifically organized to concen-
trate on international general
insurance and risk management
problems. Specialists work closely
with account executives here and
overseas in the planning, market-
ing, implementation and servicing
of insurance programs for United

States firms with operations in
other countries.

For more information, call us at
(212) 997-5919.

dioxide or halon, and dry powder
in computer facilities. "You rarely
see adequate fire extinguishers in
computer rooms," he said.

Mr. Warren said he had seen
cases where sprinklers had been
plugged up. "You shouldn't do
this," he told the EDP managers
present,. "because you need that
protection.”

Mr. Miles advised against put-
ting carpet on walls for noise
abatement because of fire hazards.

Halon, a non-toxic gas, was de-
scribed as expensive to install and
refill, but "excellent" for computer
facilities, Mr. Warren said. -

Lloyd's eyes
new cover for

EDP losses

CHICAGO-Lloyd's of London
is developing a new form of cover-
age that is designed to insure
against the theft of computer data
or computer time by non-employes,
said Rees S. Himes, assistant vp,
Marsh & McLennan Inc.

Although the coverage is "not
yet available,” Mr. Himes advised
participants at a Computer Pro-
tection/Insurance Serninar here to
"ask your insurance broker to
pressure underwriters to provide
the coverage."

The policy would "insure against
financial loss arising out of the
theft of property such as inventory
(by using computers) or against
financial loss arising out of the
theft of computer time...by out-
siders who are not your employes,"
Mr. Himes explained.

He specifically suggested con-
tacting George Jones at Stewart
Wrightson in London to request
the availability.

The computer seminar was
sponsored jointly by Business In-
surance and Computerworld mag-
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St. Paul still

'in markets'

ST. PAUL, MN.-Objecting to
reports suggesting the St. Paul Fire
& Marine Insurance Co. is pulling
out of the malpractice insurance
market, a company executive told
a meeting of the American Assn.
of Clinical Urologists, "We're do-
ing our utmost to stay with it."

Thomas H. Swain, vp and assist-
ant to the president, said that as
long as the claims-made insurance
program appears to be working
satisfactorily, "We have no inten-
tion of withdrawing from the mar-
ket.”

St. Paul had provided malprac-
tice insurance in 43 states in 1975.
It now markets the insurance in
30 states.

Of the 43 states where the in.
surer did provide a market, two
have exclusive joint underwriting
associations which prevent private
insurers from selling malpractice
insurance and five other states did
not permit St. Paul to convert from
occurrence policies to claims-
made.

"Experience unde claims-made
is limited,"” he continued, "but
what we've seen is favorable. It
seems to be working."

Although
nothing to cure the underlying

claims-made does
problem of frequency and severi-
ty, it solves the pricing problem.
Mr. Swain said there are rela,
tively few physicians who are
malpractice claims repeaters. Mal-
practice lawsuits still strike "the
very best," he noted, "but there
are still too many claims involving
physicians and surgeons whc
shouldn't have been doing wha:
they were doing when the inciden.
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Dr. Roy Larsen, Vice President
/t and Medical Director for

Employers Insurance of Wausau
. and a recent recipient of the
Presidential Sports Award o /7
in Nordic Skiing.

66 Thank you,Mr. President!”

. : : insurance, we learned long ago the values
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Product

A surge of claims and law-

suits, greatly increased jury

awards and broadened inter-

pretations ofproduct liability,

havecreatedsevereproblems

for today's manufacturers.
AbriefreviewbylNAofan

insurance topic of interest to
business executives.

Americans' concerns about the products they
use, both at work and away from it, have increased
rapidly in recent years. There is a growing expecta-
tion that goods will not be offered for sale unless
surrounded by every possible safeguard against
misuse and injury, and a greater inclination to seek
legal redress when product related losses or acci-
dents occur.

These attitudes are accompanied by heightened
expectations of compensation for injuries
connected with product use. As the number of in-
surance claims and lawsuits has soared, so has the
size of awards in product liability cases.

At the same time, the concept of product lia-
bility has widened to take in situations where lia-
bility was formerly thought not to exist.

For example, claims have been made against
manufacturers for products built and sold as long
as 15 or more years ago, even though the products
may have changed hands, gone through several
modifications, or even been misused by their

owners.

Before the upsurge of product liability cases,

there wou d have been little likelihood of such

claims being made, and even less likelihood that
they would have succeeded. Manufacturers and
suppliers, in short, today are more accountable and

face greater financial exposure for everything they
make and sell.

The cumulative effect of these trends on the

costs of providing product liability insurance has
been predictable. In 1975, insurers incurred $116
of losses and expenses for ever> $100 they earned
in premiums on miscellaneous liability coverages,
much of which was product liability. Premiums have
risen, resulting in higher business costs for man-
ufacturers and suppliers. However, it is doubtful
that the effect of future claims can be predicted
either by insurers or insureds.

In some industries where product liability ex-
posures and expenses are particularly high, such
as the machine tool industry, several companies



have said they may be forced out of business en-

tirely, because potential product liability claims
could exceed their total assets.

VWhatcanbedone?

The current trend of product liability awards
threatens to outstrip all efforts to finance them,
leading to a possible breakdown of the compensa-
tion mechanism itself. This has led to an urgent
search for remedies by manufacturers, consumer
groups, the legal profession and the insurance
industry.

Proposals have been made for modifications in
the existing legal system under which negligence,
liability and subsequent awards for damage are de-
termined, so that the financial burden on manu-
facturers, and indirectly on their customers in the
form 6f price increases, may be lightened.

At the same time, many executives of manufac-

turing firms are focusing ever-increasing attention
on tighter safety programs -both for established
products and for new product development activi-
ties. Integral parts of such programs include exten-
sive product research and testing before production,
painstaking safeguards during manufacture, and
thorough quality testing afterward.

Better quality control.

Many insurance companies provide profes-
sional product safety and quality control reviews
as part of their underwriting service. By holding
down insurance premiums, such reviews can be
very much in the manufacturer's interest. In some
cases, they have even resulted in substantial savings
in production costs.

As a fuller discussion of product liability from
an objective standpoint, INA has prepared a book-
let entitled, "Product Liability: Some Professional
Considerations:' Copies may be requested by writ-
ing INA Corporation, 1600 Arch Street,
Philadelphia, Pa. 19101.

-

The Insurance Company of North America
was founded in Independence Hall, Philadelphia,
in 1792. Today INA and its affiliated companies
operate around the world with major interests in
property and casualty insurance, marine insurance,
life and group insurance, reinsurance and risk man-
agement services.

INA insurance products and services are made
available through selected independent agents and
brokers-professionals with a comprehensive
knowledge of insurance needs and solutions.

INA

Insurance Professionals
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The .=1" f| company

with the personal touch

Philadelphia Manufacturers

VWHEN YOU'RE READY TO TALK
about insurance & benefits to employees

AND NOW EXCITING
BENEFIT CHANGES

this talking letter carries more than the right words

It can convey exactly the right meaning when you explain to employees how this year's changes
in profit-sharing and pension programs benefit them. A Soundsheet Idea Kit shows you how your

talking letter gets your point across, leaves nothing important out, makes understanding easy.

Reproduce your message on a Soundsheet, the high-quality, durable. bendable recording.
Mail it...it weighs only tk oz. Or use it as a handout with the paycheck. Add the Soundsheet to
a letter or use it instead of a letter. For pennies, each of your employees - and their families -

can have a copy: 500 Soundsheets can cost under $200 and 5000 less than $550 (total).

EXTORE

SOUNDSHEETS
2051 Waukegan Road, Deerfield, lllinois 60015
EM,rONE p.o. Box 23,2051 Waukegan Rd., Deerfield, 111. 60015
Please send me my free Soundsheet Idea Kit, so | can find out
how to put sound to work.

Ask for your free Soundsheet Idea

Kit with lots of samples, ideas for
Il

|| e ol R

Company

use, planning aids and prices. You'll
find out how you can benefit from
using Soundsheets to explain your

benefit programs. Send the coupon
or call us toll-free at 800-323-5845.

(In lllinois, it's 312-945-5600.)

Address

City/State/Zi o

Phone

info for buyers

T o receive literature listed in Info for Buyers write directly
1 to the name and address accompanying each item, men-

tioning that you saw the offering in Business Insurance. Read-
ers are welcome to submit items for possible inclusion in the
column. All items that are free and have informational value to

readers are eligible. The column will also consider items for
which there is a modest handling change. A sample of your
literature should be sent to Info for Buyers, Business Insur-

ance, 740 Rush St., Chicago, Il

- The U.S. Labor Department
explains Coverage under the Em-
ploye Retirement Income Security
Act of 1974 including compliance,
statutory and regulatory exemp-
tions, deadline dates and reporting
and disclosure of plans and fiduc-
iary standards. The non-technical,
12-page booklet is available free
from The Office of Procurement,
Labor-Management Services Ad-
ministration, U.S. Department of
Labor, 3rd St. and Constitution
Ave., N.W., Room N-5432, Wash-
ington, D.C. 20210.

» Risk Management: its relevance
to business today introduces the
services of Commercial Union Risk
Management Limited. A descrip-
tion of their methods, costs and
technical services, such as fire loss
control, security, safety and engi-
neering, is included. For a free
copy write Commercial Union Risk
Management Ltd., P.O. Box 420,
St. Helen's, 1 Undershaft, London,
EC3P 3DQ, England.

- Pinkerton's Professional Secur-
ity outlines the various types of
protection services the private se-
curity company offers. Described in
the folder are their patrols, inves-
tigations, testing and insurance
claims services. For a free copy
write G. R. Vance, Pinkerton's

Inc., 100 Church St., New York,
N. Y. 10007.

- The basics about the American
economic system are now explained
in easy-to-understand language.
The 24-page booklet was prepared
by the Advertising Council and
the U.S. Department of Commerce
to encourage economic understand-
ing. Single copies are free from
Economics, Pueblo, Co., 81009.

+ A collection of articles on pro-
ducts liability, written by legal

authorities and CPCUs has been
gathered into A Products Liability
Monograph. Included are articles
on no-fault liability, recall cam-
paigns as a defense tactic, and the
Consumer Product Safety Act. The
cost is $6.96 per copy from the
Society of CPCU, P. 0. Box 566,
Media, Pa. 19063.

= Al List of Worthwhile Life and
Health Insurance Books for 1976
is available for use as a buying aid
and checklist. The topics covered
are types of health insurance, life
insurance, and company manage-
ment information. The materials
listed are currently in print from
commercial publishers, the federal
government and special publish-
ers. For single free copies write
the Institute of Life Insurance,
Health Insurance Institute, 277
Park Ave., New York, N. Y. 10017.

= The National Fire Protection
Assn. has issued a 152-page text on
Arson: Some Problems and Solu-
tions describing what is being done
about arson, including technical
advances. The soft-cover book
contains 42 articles in all and costs
$5.75, with discounts beginning
with purchases of 25 copies. Write
NFPA Publication Sales Depart-

ment, 470 Atlantic Ave., Boston,
Ma. 02210.

. Willson Hearing Protection is a
catalog sheet showing various

. 60611.

types of ear muffs and other hear-
ing protection devices manufac-
tured by the WilLlson Products Di-
vision of ESB Inc. For a free copy,
write to Stephen A. Neimiller IlI,
Willson Products Div., ESB Inc.,
P.O. Box 622, Reading, Pa. 19603.

- Eastman Kodak Co. has made
available a descriptive brochure
on its New Recordak Reliant 450
Microfilmer, a small- or medium-
sized office microfilmer. For a free
copy write Merri Lou McKeever,
BSM Advertising, Eastman Kodak

Co., 343 State St., Rochester, N. Y.
14650.

« Group Management Services
will offer free its brochure Dental
Benefits, outlining funding and
plan design of employe group ben-
efit plans. Write Brian T. Sinclair-
Whitely, vp, Group Management

Services, P.O. Box 1280, Nashville,
Tn. 37202.

- What Is Self Insurance? is a
compact brochure which defines
the idea of self-insurance, its po-
tential advantages and pitfalls,
and the services available in the
management of a self-insurance
program. The brochure is pub-
lished by the Transport Under-
writers Assn. For a free copy
write William B. Morrison, Vice
President, Self-,Insurance Admin.,
3670 Wilshire Blvd., Los Angeles,
Ca. 90010.

. The RADA Advantage in Ter-
minal Funding, published by Small,
Parker, Ackerman, Blossom Inc.,
offers a description of the com-
puterized market search made of
group immediate annuity contracts
to obtain the most favorable pur-
chase rates at normal and early
retirement for participants under
profit sharing and pension plans.
For a free copy, write Small, Par-
ken Ackerman, Blossom Inc., 1201
North St., Peoria, Il. 61606.

. Fire and Security problems in
small and medium sized buildings
can now be handled with systems
integration technology. This book-
let describes the Honeywell fire,
security and equipment monitoring
system. For a free copy write In-
quiries G-2118, Honeywell Com-
mercial Division, Honeywell Plaza,
Minneapolis, Mn. 55408.

« A Summary of the Employe Re-
tirement Income Security Act is
available from Bayly, Martin &
Fay Inc. The 19-page booklet re-
states the main provisions of the
act for easy understanding. Free
copies may be obtained by writing
Mr. Jack Seiter, national vp, Bay-
ly, Martin & Fay.Inc., 3200 Wil-
shire Blvd., Los Angeles, Ca. 90010.

- Cafeteria Compensation: Pres-
ent Status and Future Potential is
offered by Towers, Perrin, Forster
& Crosby. It describes the cafe-
teria approach to total compensa-
tion and discusses the impact of
cafeteria compensation on the or-
ganization, design considerations
and the need for effeetive commu-
nications of the concept. For a copy
write Ms. Miriam Goldfine, Tow-
ers, Perrin, Forster & Crosby, 3
Penn Center, Philadelphia, Pa.
19102.



Product liability protection starts
-ith Ivery precise’' field analysis

BURLINGAME, CA.-The
starting point in any.counterattack
on the burgeoning product liabil-
ity lawsuits in the machinery and
engineering area must be a frank
dialogue between corporate loss
control engineers and their under-
writers. Everything which is
known about a product line must
.be.thoroughly evaluated and every

possible product. misuse- and abuse
must be dissected.

That is the advice- of Edward -

S. Charkey, manager, product lia-
bility division, Engineering and
Safety Services (E&SS) -of the
American Insurance Assn., New
York. He was speaking at a prod-
uct liability seminar sponsored by
the American Insurance Assn.
- held in Burlingame, Ca.

Mr. Charkey said that a . field
report from a loss control engineer

must be "very precise'.' about what
is known about a risk. "When an
.underwriter. gets a field report, he
should-question the exact meaning
of the analysis, but he should not
be forced to read between the
lines," he advised.

The extension of a product line
into a slightly different area,. he
warned, "can prove expensive to
the insurer.

"The principal danger is... that
the engineering and underwriting
consideration that made the or-
iginal line profitable may no long-
er be valid for the new product.
New products that are based on
slightly different physical princi-
pals, new tooling or novel assem-
bly techniques are in truth a com-

pletely. new line -of products,” he
said.

As a result, he. asserted, it is
vital for the engineering survey
report to reflect this possibility so
that- the underwriter can. realis-
tically consider the product po-
tential.

As. an illustration, Mr. Charkey
posited the case of the XYZ Tele-
vision Co,, a contern which he
said had been successfully man-
ufacturing TV sets since the early
1950's. He said that in the late
1960's, XY Z switched from a vac-
uum tube to the transistor.

"Of course, retooling was nec-
essary and this point should have
been a red flag to the under-
writer,"” he continued.

Mr. Charkey pointed out that
the new processing eliminated

Home burns;

city must pay

BOSTON-The city of Collins-
ville, Il. must reimburse a resident
whose property was destroyed by
fire and who claimed the city did
not properly repair a nearby fire
hydrant.

The lllinois Appellate Court up-
held the city's insurer, the Mary-
land Casualty Co., in its refusal to
pay the city based on a clause ab-
solving the insurance company of
responsibility in cases involving
"the installation, servicing or re-
pair of appliances."

According to the National Fire
Protection Assn. in the June, 1976
issue of its publication Fire Com-
mand, the lllinois court ruled: "It
may be that in using the term 'ap-
pliance,’ situations will arise where
its applicability is unclear, but in
the case before us we have no dif-
ficulty in determining. that a fire
hydrant is an 'appliance’ to facili-
tate a particular water usage.”

The city contended that the pol-
icy did not define "appliance" and
the uncertainty should be resolved
in favor of-the insured. -

hand soldering of components in
favor of a dip soldering technique,
a change which initially caused
the rate of return of the company's
TV sets to mushroom. Simultane-
ously, he said the XYZ converted
to the solid state design in its
line of industrial power supplies
used in industrial controls. The

problems with the dip soldering

. technique continued in this area,

producing a series of subrogation
actions against the company due

. to business interruption losses.

"If the field engineer had de-
scribed this potential loss to the
underwriter (the dip soldering
technique problems), -a better un-
derstanding could. have been de-
veloped,". he contended.

The adhesives industry suffered
far more dramatically from failing
to produce a complete usage de-
scription in its engineering re-
ports, he went on. He said that the
dangers of the flammable type.of
adhesives, used without serious
problem in industry, encountered
plenty of. headaches in the con-
sumer market. Although- the con-
:sumer read the warnings on the
can -of adhesives,«"he probably did
Nnot associate .the caution. state-
ment concerning the elimination

. of open flame near the adhesives
with a gas pilot light in his home,"
Mr. Charkey reasoned. He noted
that - an engineering report shows
the product is flammable but the
container bears a warning label
which does not convey bhe full ex-
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tent of the exposure.

"The usage of the product by
uninformed consumers is the im-
portant_ item," he elaborated. "This
fact makes effective loss preven-
tion difficult and losses can be

high."

Flammable adhesives are cur-
rently being reviewed by the Con-
sumer Products Safety Commission
and may be banned as a consumer
item, he added.

The instrument and control
field, he went-on, contains "many
inherent dangers."

The loss potential stemming
from malfunctioning controls is
vast, he stated, with exposures that
range from a simple home hot
water heater to an atomic power
plant.

"One key item in the instrument
spectrum is the control value," he
pointed out. "In most cases, it is
simply used as an on-off device
to relieve pressure. The hot water
heaters used in most houses in-

OnJduly4th
Mutual BenefitLife

willp

resent
an eight-hour

clude a pressure relief valve. If
this fails to work properly, the
tank could explode causing the
destruction of the building."”

The prime problem for field en-
gineers is to determine what the
principle use of this valve has been
and may be, during the life of the
product, Mr. Charkey said. He
said, for example, if the valve is
supplied to a wholesaler there is
no way to predict how the indus-
trial consumer could uAe it.

"The prospective insured may
be willing to open all records but
still not know all the applications
for the product. In the case of
Zeringue vs. Maxon, a gas-air ra-
tio valve malfunctioned, result-
ing in a boiler explosion that
caused bodily injury and property
damage.of $448,000," he illustrat-
ed.

Mr. Charkey reiterated that it
should be exhaustively explained
to an underwriter that an engi-
neering survey cannot predict
every application of a product. -

Bicentennial Special
on N BC Television

"The Glorious Fourth”

Mutual Benefit Life, one of the nation's fastest growing and most
innovative companies in all forms of group and individual employee benefit
plans,-is presenting this historic telecast as a birthday gift to America.

Whether you're a business owner, a corporate executive, an insurance

broker, or a member of a professional group, we can provide you with a

proposal from our complete and up-to-date line of products. We have regional

group insurance and pension offices strategically located throughout the

country, staffed by experts to help you develop sound employee benefit
programs to serve the individual needs of your company.

Write us for the address of the office nearest you. And watch "The

Glorious Fourth" on NBC Television on July 4th!

Mutual Benefit Life

Group Sales Division - Pensions Division
520 Broad St, Newark, N.J. 17101
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editorial opinions

Economic facts of life

U FFORTS BY THE Big Three auto makers and their

1-J union employes to control health care costs are laudable.
Just goes to show that even the toughest union with a hard-
nosed bargaining posture can sit across the table from man-
agement and recognize the economic facts of life. From the
tenor of many stories in Business Insurance's pages in recent
months, the economic facts of life are that benefit dollars are
inflating to the point where employers no longer have re-
sources for other needs.

Inflation. of.health care delivery costs-translated to mean
doctor fees and hospital bills-is adding so much to payroll
costs that employers are suddenly balking at any talk of new
or improved benefits.

The United Auto Workers hopefully set the pace and sig-
nal a trend in their plan to have members who work for the
car manufacturers voluntarily obtain second opinions on rec-
ommendations for elective surgical operations. This is a step
in the right direction. As a story in these pages recently
pointed out, an estimated 2.4 million operations performed
each year in the U.S. are unnecessary. One New York labor
union found in a study that 17% of the operations recom-
mended by the first doctor were discouraged by the second
physician consulted.

We're not saying that this necessarily will be the experi-
ence of General Motors, Ford and Chrysler. But it may help
hold costs down, and in a time of economic recovery, the
country needs more efforts like this.

There are other steps which employers can take to control
health and medical benefit claims costs. Several deserve

mention.

| According to a story in our special issue on Risk Manage-
ment Services, the expense of hospitalization for illnesses can
be substantially reduced by providing benefit plan coverage
for home health care services. This could accomplish the
same general objective that the trend toward using health
maintenance organizations will spur: Increased emphasis on
outpatient (non-hospital) care, and decreased emphasis on
long, expensive hospital stays except in emergencies.

Doctors have apparently resisted the movement toward use
of home health care services. This probably would make a
doctor's job more difficult, indeed. Furthermore, physicians
might not have all that expensive equipment handy in one
place-one very expensive facility called a hospital-if people
started staying home when they were ill. Nevertheless, home
health care when provided in benefit plans has been found
to cut hospital stays and, thus, cut costs.

Another benefit cost control technique that's been men-
tioned as effective is for corporate officials to become in-
volved in regional and local hospital planning boards. Hos-
pitals have had a tendency in the past to overbuild, overex-
pand, and overequip themselves, sometimes in response to a
feeling of competition with nearby hospitals. The cost of this
one-upsmanship has been higher patient costs. An unfortu-
nate result, too, has been that numerous hospitals in a region
or locality will duplicate each other's services and equipment
in order to be able to say it has everything. This adds greatly
to the hospital bills that employers pay under group medical

business insurance
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Ziability protection and financial services
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benefit plans.

We'd like to see more corporate benefit managers on re-
gional and local hospital planning boards. Benefit managers
understand the need for facility-sharing by hospitals, as well
as the cost savings to be gained. from having each hospital in
an area provide a certain type of specialized service so that
duplication is minimized.

| We also have a nagging feeling that benefit directors for
corporations should scrutinize their medical claims very care-
fully for fraud. So much scandal has surfaced in recent
months involving . Medicaid fraud that it's difficult to think
the same doctor-kickback schemes aren't being used in the
employe benefit plan field.

The latest Medicaid fraud documentation came in Chicago,
where the lllinois Better Government Assn. and CBS (the
broadcasting firm) found that medical testing laboratories
and drug firms routinely set up plans whereby big dollars
were kicked back to doctors and clinics providing medical
services, based on the volume of business for which they
billed the government. Such practices were found to be
de rigeur.

The BGA and CBS pointed out in the course of a newscast
about the investigation's findings that whenever there's a
third party payer-that includes corporate employers with
medical benefit plans, of course-there's an inclination for
product and services suppliers to rip off that "anonymous"
third party with the -deep pockets by arranging kickback

schemes.

Turn tables in court

A N OUTRAGED physician nagged by nuisance lawsuits
ti filed by patients charging malpractice recently turned

the tables, forcing a consumer to recognize that using the
courts to make a buck isn't a game.

This Midwest doctor was sued for $200,000 by a lady who
charged he hadn't properly deteced and treated a hail'lihe
bone fracture in a finger, and that she was injured as a re-
sult. The suit was dropped by this plaintiff as the facts clear-
ly showed she had no case.

But the doctor's malpractice insurance premiums had sky-
rocketed as a result of the suit, even though there was no in-
surance claim or question of liability. The doctor decided he -
had been damaged by that lawsuit. He turned around and
sued the malpractice plaintiff who had filed that suit, asking
for a judgment equal to the amount of increase in his insur-
ance premiums as a result of her court action. He felt some-
thing had to be done to discourage frivolous lawsuits.

The physician won. The court awarded him $8,000 in dam-
ages; $2,000 compensatory and $6,000 punitive.

This is ceftainly one way of educating the public that mis-
use of the courts, and abusive asssertion of legal rights will
be paid for out of the public's own pockets over the long run.

The lawyers in this case were quoted as saying they'd
think now about filing some suits they had planned. That's
as it should be. Everybody deserves his or her day in court,
but lawyers have the same obligation as doctors to exercise

professional judgment in deciding whether a client's case is
valid or frivolous.

letters

Address letters to the Editor of
Business Insurance, 740 Rush St.,
Chicago, li. 60611.

Endorsement form

To the Editor: The problem of
excess insurance failing to follow
the primary insurer relative to
punitive damages (and also other
coverages) may be avoided through
use of a very simple endorsement
form which | have reommended
to my clients for some time. It
should be usedwhen renewal nego-
tiations are entered into. It reads.
as follows:

"It is thereby agreed that, de-
spite anything to the contrary,
where underlying insurance as de-
scribed in the schedule of under-
lying insurance attached to this
policy provides greater protection
or indemnity to the Insured that
the terms and conditions of this
policy, that insurance shall pay on
behalf of the Insured upon the
same terms, conditions and cover-
ages which apply to the basic un-
derlying insurance. Where no such
broader underlying insurance ex-
ists this policy shall pay.on behalf
of the Insured upon terms and
conditions and limitations of the
attached umbrella excess form."

Justin S. Lencke

Insurance consultant, Marianna,
FI.

Big boys?

To the Editor: On page 63 of
your April 19 issue, an unamed
"risk man" was quoted: "You're
losing markets like Unigard, Ar-
gonaut, and the Signal Insurance
Cos.-the ones that were keeping
the big boys honest."

Argonaut? Signal? (For that
matter, even Unigard.) Unless
irony was intended, one has to
conclude "honesty" was not the
best policy.

Bob A. Hedges

Professor, Department of Insur-

ance and Risk, Temple Univer-

sity, Philadelphia, Pa.

Cannot understand

To the Editor: In your May 31
issue an article entitled "Spiro,
Who's Pension-Poor Pens Mem-
oirs" appeared. | cannot under-
stand what this article has to do
with any form of insurance.

Every other article in your pub-
lication is directly concerned with
insurance matters, and is of in-
terest to people seeking informa-
tion in this field. The aritcle con-
cerning Spiro Agnew, a convicted'
felon, who is extremely fortunate
not to have spent any time. in jail,
only serves to publicize his books.

I hope that in the future you
will refrain from such articles and
not help those who have done the
greatest dis-service to our coun-
try.

Murray Rosenthal

Safe Flight Instrument Corp.,

White Plains, N. Y.
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You think bigl We think big.

There's virtually no construction operation that
American Home won't consider for Builder's Risk

insurance.

From cloud-scraping buildings to underwater

tunnels.

From missile bases to sewage treatment
plants.
Highways, utilities, liquid natural gas

to handle jumbo risks. Up to millions of dollars

capacity. Plus the diversity of experience that

enables us to price our rislts competitively.
And one thing mord: Our engineering

specialists are our engineering specialists. On staff.

Not free lancers. They're h'eavily experienced and
strongly motivated to improve your risk.

We'll even think smkll, if you wish. Because.

storage facilities-all of them are king-sized projects, if necessary, American Holne is ready to consider

and all pf them can involve king-sized risks.

That's one reason why so many contractors

-through their agents and brokers-are turning
to American Home.

covering just part of a major construction project,
as well as the entire projec(.

Send the coupon today for more information.

You'lllike the way we think.

American Home

Assurance Company
Dept. 130-606-11, 102 Maiden Lane, New York, N.Y. 10005
Please send me information about your Builders Risk In-

ssssssss

| am also interested in receiving in formation about the cover-
ages indicated below.
El Commercial Multi-Peril D Pipelines
0 Contractors Equipment C ED.P.

N;,me
Title
C.,mpani,
A' lii r,e::

City Kz, Zip
130-7602-11

/FR A Member Company of

We've got the kind of capacity that's needed 716 V American International Group.

We welcome inauiries from anv licensed agent or broker Yon rion't have,n hes, r
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L.A. school district to self-insure workers'

By JOANNE GAMLIN

LOS ANGELES-The Los An-
geles City Unified School District,
which has 76,000 employes, will
begin to self-insure its workers’
compensation program July 1.

The district had anticipated pay-
ing workers' compensation premi-
ums of approximately $25 million
for the 1976-77 period, up from
nearly $2,580,735 for 1969-70. As
recently as 1975-76, the district
paid only $12,700,000 for workers'
compensation premiums, according
to Donald L. Reedy, assistant di-
rector of the contractual relations
branch of the district.

"Now that we have obtained
approval of the school board to
self-insure our workers' compen-
sation program, we believe we can
pay claims and build reserves with
about $19 million,” he said.

Quiet

Quality.

Mr. Reedy said the district be-
gan to seriously study the no-
tion of self-insuring its workers'
compensation program after calcu-
lating the impact of the doubled
premiums for the 1976-77 period.

The district had been insured
for workers' compensation by the
Los Angeles office of the Cali-
fornia State Fund. A spokesman
for the fund said the loss of the
district's business will have "no
significant economic impact” on

the office.

Mr. Reedy revealed that the
district has contracted with Bierly
& Associates, South Pasadena, to
administer the new prograrn.
Bierly & Associates is a spinoff
of the self-insured accounts busi-
ness of Cypress Management Co.,
a part of Cypress Insurance Co.

Cypress is a subsidiary of finan-

cially troubled Unionamerica Corp.
Unionamerica is currently in the
process of selling its entire in-
surance group, including Cypress
Insurance. (Business Insurance,
May 17.)

D. Michael Bierly, president of
the firm that bears his name, said
that his company purchased the

division of Cypress Management
that administers self-insurance
programs. He said this includes
"all former employes of Cypress
Management, files, records and
computer programs related to self-
insurance.”

The contract with the school dis-
trict should generate annual fees
of about $615,000 from the ad-
ministration of approximately
7,000 claims, up from about 6,750
in the 1974-75 period. The dis-
trict has 1,700 locations.

Mr. Bierly noted that his firm,

1©LUNS BURPICK
HUNTER

which employes 14 workers from
its days as a part of Cypress
Management, will now hire 22
new employes to service the dis-

trict's account.

Turning to the subject of the
fledgling company's capture of
such a huge block of business
in its first weeks of existence,
Mr. Bierly attributed the coup to
two things: His firm's computer-
ized statistical reporting system
and its array of recognized cli-
ents which were brought in when
Mr. Bierly was with Cypress
Management, and which he ex-
pects to retain. Some of these
companies are: Royal Industries,
Coca Cola Bottling Co., Avery
Products, MCA Inc. and Arrow-
head Puritas Meters.

Donald L. Reedy of the school
district said that the stunning

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, lllinois 60606

comp

growth in that body's workers'
compensation costs can be traced
to three major factors: The rise
in the statewide rate, the experi-
ence notification factor and the
payroll from the period of 1969-
70 to 1976-77.

He pointed out that during this
period, the statewide rate
climbed from 54 cents per $100
payroll in 1969-70 to $1.21 in
1976-77. Experience modifica-
tion, at the same time, rose from
107 % in 1969-70 to 252% in 1976-
77 while payroll jumped from
$460.5 million in 1969-70 to $825
million in 1976-77.

Workers' compensation premi-
ums remained relatively stable
in the period of 1969-70 to 1972-
73. During this period, they rose
from $2.6 million to $4.5 miillion.
But in 1973-74, they began a
steep ascent, climbing to $6.3 mil-
lion; and the next year, they ad-
vanced to $8.6 million and then to
$12.7 million in 1975-76 and then
to a projected $25 million in 1976-
77.

An 18-page booklet distributed
to district employes thoroughly
documents the dramatic escalation
in the costs of the district's work-
ers' compensation program. It says,
for instance, that permanent dis-
ability benefits rose 33 % from
1969-70 to 1972. It points out that
total claims jumped 30.49% in the
five years from 1970 to 1975. More-
over, the average cost per claim
rocketed 134% in the same period.

The significant fact that at pres-
ent about 60% of claim dollars go
to relatively new disorders is
pointed out by the booklet. These
"comparatively new" maladies in-
clude psychiatric care, stress and
strain, heart and trauma and ac-
counted for only 5 % of claim dol-
lars as recently as 1969-70.

Assaults, too, are mentioned as
a factor in the escalating costs of
workers' compensation for the dis-
trict. The booklet gives as the es-
timated medical and disability cost
of a security guard, for example,
as $74,397.

Still another factor in the dismal
picture, indicates the booklet, is
the mounting litigation associated
with workers' compensation cases.
The booklet states that in 1974-75,
60% of all disability claims found
their way into the courts, against
51.5% in 1970-71.

The national average for litiga-
tion of workers' compensation
cases is about 34%.

To elaborate the litigation issue,
the booklet says that of the 876
cases in liugation as of May 15,
1975, "560% were filed by attor-
neys before the district or the state
fund had knowledge of the claims."

The potential cost of the 876
cases is $17.5 million.

In a section titled "The Insur-
ance Company Ripoff," the booklet
notes that premiums for medical
and disability risks for the 1970-
71 to 1974-75 period were "less
than the medical and disability
claims by $11.2 million. Although
premiums for the period totaled
$25.3 million, claims amounted to
$36.5 million for a loss ratio of
144%."

Still, as grim as these figures
are, the booklet goes on to make
the further point that "most ex-
perts agree that the employer's
cost of industrial injuries is at least
three times the amount of workers'
compensation premiums."

Added to that, the booklet pre-
dicts that pending federal legisla-
tion is sure to increase workers’
compensation costs still more.
Among the measures mentioned as
being under consideration by Con-
gress is a requirement that attor-
ney fees be added to the awards
and paid by the employer, even if
the employer's case prevails. -



MORE MUST BE DONE
TO REMOVE THE FEAR OF WHAT
U COSTS TO BE SICK.

THERE IS A HEALTII CARE WHAT WE'RE DOING NOW
CRISIS IN AMERICA - We actively support programs

Medical costs are rising every
day. Americans spent $547 per
capita Iast}/ear for health care, a

designed to restrain medical

costs and improve the quality
of health care.

rise of 13% in twelve months. In « We support the expansion of

1965, the average hospital stay
cost $347.This year. the cost
has risen to $1,100. 1 n the next
four years, expenditures in this
country for health care could
increase by a staggering 100

professional standards review
boards, to monitor the
necessity for treatment and
quality of care, not only for
Medicare and Medicaid

patients, but for everybody.

billion dollars. The private life - We support programs which

and health insurance companies
of America believe that some-

would require hospitals to
justify their rates and charges

thing must be done now to relieve year by year, to keep costs as

this awesome and increasing
burden, to make sure that all

low as possible, without
damaging the quality of care.

health care they need, when they
need it, at a cost each can afford.

planning for every community,
to provide care without unneces-
sary duplication of services.

WHAT WE'VE DONE - e support the development

The cost of health care for the
American public is not a new
issue. In our business, we have
worked for years to remove the
fear of the terrible cost of

serious illness. Health coverage
has improved enormously in

of innovative health care

delivery systems including the
expansion of out-patient care
centers, to provide a less costly
alternative to hospitalization,
with a strong emphasis on
preventive medicine.

recent years. 175,000,000 - We support community health

people in this country have some
form of private health insurance.
Over 149,000,000 are insured
for catastrophic iliness, in many
cases with benefits as high as
$250,000 or more. The figures
show that the private health
insurance system in America
works, and works hard.

education. to help people learn
how to lead healthy lives, and
to encourage them to seek

early diagnosis and to follow
doctors' instructions.

WHAT MUST BE
DONE IN THE FUTURE

The numbers are impressive The private insurance business,

and growing. But in the face of

the hospital and medical

runaway medical costs, we don't professions, and government

think numbers are enough. A
way must be found to control
the cost of health care in an age

must begin together to do what
no one sector could do alone -

assure quality health care for

when equipment and manpower everyone while at the same time

are more expensive every day.

doing everything possible to

combat rising costs.
All this can be done. It can

be done without enormous cost
to taxpayers, by dividing the
burden between the government
and the private sectors. The
private sector would offer the
widest range of health care and
coverage at the lowest possible
cost. Government would set
guidelines for the whole health
care system, and continue to
assume responsibility for the
health care costs of the poor and
aged. Thus, we can create a
system which will adequately
care for each American, while
preserving the freedom of choice
and dignity of each human being.

THERE IS
ALOT OF WORK TO DO

By working together, we can
make certain that each

American will have available
the treatment the health care

system in this country has made
possible, and the individual,

personal service we in the health
insurance business have worked

so long to provide. In the private
sector we have learned one
thing- health care is not
numbers. Health care is people,
and all of us must be cared for as
people, as individuals, each with
different needs.

America is a rich and decent
country. The 1,000,000 people
in the private life and health
insurance business believe that
the time has come when every
American can and must be
saved from the fear of what it
costs to be sick.

The
Life and Health

Insurance Companies
iNn America

The impersonal futureP Thath notour wayofdoing business.

For more information. write to the H ealth | nsurance Institute. 277 Park Avenue, New York, New York 10017.
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Wide range in cost estimates for
Blues experimental surgery plan

By JANE WINEBRENNER

DETROIT-A pre-surgical
screening pilot program developed
by Blue Cross-Blue Shield of
Michigan, the United Auto Work-
ers and the three major automak-
ers could cost anywhere from
$387,000 to $947,000, based on a
detailed program outline released
by Blue Cross-Blue Shield earlier
this month.

The planning and development
committee, with representatives
from Chrysler, Ford, General Mo-
tors, the United Auto Workers
(UAW)
Shield, agreed last month to set
up a voluntary pilot program for
second doctors' opinions on elec-
tive surgery.

and Blue Cross-Blue

The Program for Consultation
on Elective Surgery (PROCES)
will cost $387,000 if only 5 % of
the 1.5 million eligible union mem-
bers and their dependents utilize
the program. Using a 20% utiliza-
tion figure, however, the costs rise
to $947,000, according to the com-
mittee report.

According to Dr. Louis F. Hayes,
group vp for professional affairs of
the Blue Cross-Blue Shield of
Michigan (BC/BSM), the auto-
makers have agreed to pay for the
consultative and diagnostic costs
while the Blues will pay research
and administrative costs.

"Benefit costs will be charged to
the group's experience," the report
states. "BC/BSM will spread de-

velopmental and administrative
costs across all contracts.”

The program will be limited to
the tri-county area in and around
Detroit, covering all active hourly
and salaried employes and their
eligible dependents. The Blues de-
fine elective surgery as that which
is "necessary, and may be sched-
uled to be perforrned at the con-
venience of the doctor or the pa-
tient, is not an emergency and may
be deferred.”

The first two years of the five-
year program, scheduled to start
September 1, will be consultation
work while the last three years
will be a follow-up phase of pa-
tients using the second medical
opinion.

One of the major objectives of

the PROCES program is to deter-
mine "cost effectiveness and cost
containment potential.” Blue
Cross-Blue Shield of Michigan
raised its 1976 medical, hospital
and dental coverage costs 21%
over the previous year at General
Motors Corp. GM has said it will
oppose any increase in health care
benefit costs in its July 19 contract
talks with the UAWV.

The UAW and the automakers
will cooperate, however, in this
program to choose consultants, se-
lected from university-affiliated
and teaching hospitals which have
a wide range of specialists.

The consultants will be paid
$50 per consultation and it is esti-
mated another $39 will be spent
on additional diagnostic services
ordered by the second doctor. Nec-
essary lab and x-ray reports rnust
be taken at participating independ-
ent, office or hospital-based lab-

oratories.

To avoid conflicts of interest, a

| Wholmows
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IN the Business

OwnerkPolicia ?

Just learning the ropes on the Busi-
ness Owner's Policy? Your first hard lesson:
nearly every application requires inspec-
tion to pinpoint eligibility and clearly de
fine risk acceptability.

You'll be asking for more and
better tip-front information than ever.

And you'll be asking for
it on a tighter budget.

Why ask for trouble?
Consider this: Service

Review began inspecting Busi-

ness Owner's Policv applications

when the policy was introduced. We've
written more than 40,000 such surveys
since. Our forms are clear, concise and
copyrighted. Our reports are comprehen-

sive yet inexpensive. And, in most of your
major markets, they're in your hands

within thirty days.

Are you about to n'rite your first

Business Owner's Policies?

Call (312) 291-6060, Collect.

We wrotc the book.

know. Ser.vice-1

reviewv.
We gather facts for business.

Scm:e Review Inc, 11£,me OfAce: 3701 Lake Ave., Glenview, 111. 60025

physician cannot refer a patient to
another surgeon in a group, asso-
ciation, partnership, clinic or pro-
fessional corporation to which he
belongs. Neither can a consultant
be affiliated with the same hospital
staff as the patient's first surgeon.
Blue Cross-Blue Shield of Mich-
igan has broken down the costs into
a developmental phase, an opera-
tional phase and post operational-
evaluation phase. The first phase
has a cost of about $100,000, rising
slightly as the percentage of par-
ticipants increases; the evaluation
phase has a fixed cost of $16,200.
The cost of operating the referral
center, research, evaluation costs
and physician fees goes up as the
percentage participation does. For
5 % patient usage, the cost is $273,-
000; $459,000 for 10% and $830,000
Ty ——=C = _ -

Big claims

expected for
bus disaster

SACRAMENTO-Huge insur-
ance claims as well as complicated
and lengthy litigation are expect-
ed to result from a preliminary
decision here by the California
Highway Patrol that a failure in
the brake system was the primary
cause of the May 21 bus disaster
that killed 28 Yuba City High
School students and a chaperone.

The school bus accident, involv-
ing a 1950 Crown bus, also injured
23 other students and the bus dri-
ver. The crash already has prompt-
ed introduction of tough new leg-
islation relating to school bus
standards and maintenance.

Highway Patrol director Glen
Craig said here that study of the
bus wreckage "indicates a definite
malfunction in a pressure belt
which governed the primary air-
brake system."

The pressure belt, Mr. Craig
explained, "gradually wore itself
down during the trip from Yuba
City to the crash point on the
Martinez bridge off-ramp. In ad-
dition, the evidence indicates also
that certain guages were not func-
tioning properly.

"As a result.” he added, "the
driver of the school bus, leased for
the trip by the Yuba City school
district from Students Transporta-
tion Lines, was not aware that the
brakes were inadequate as he left
the freeway at about 50 miles an
hour.™

The 26-year-old bus had not
been inspected for a year.

Mr. Craig added that Richard
Ehtington, a student who survived
the crash, had told CHP investi-
gators "the driver put his foot on
the brakes and nothing happened.
He pumped the brake pedal and
just before the bus left the ramp,
he said, 'Oh, my God' and then
the bus crashed.”

The CHP estimated the bus
speed just prior to the crash at
44.1 miles per hour although the
posted speed on the off-ramp is
20 miles per hour.

"After traveling 72 feet atop a
concrete barrier and ripping out
the metal railing above the bar-
rier," Mr. Craig said, "the bus still
was traveling 32.91 mph at the
point where it rotated to its left,
flew 60 feet through the air and
landed upside down to trap the
passengers below the crushed top."

Insurance industry spokesmen at
San Francisco said "we fully ex-
pect literally dozens of lawsuits to
be filed, against the school district
as well as against the owners of
the bus and perhaps even against
the state of California for its de-
sign of the freeway off-ramp.

"The claims,"” one insurance

carries executive said, "may prove
to be astromomical.™ =



business insurance, June 28, 1976/16A

agent/broker topics

Is draiding' the best way to recruit? #HT2 S
Shortage of qualified account
lexecs to spur training plans

By MARGARET LeROUX "We have to know a gotential - 1. 1.4 1 + 11121 Lt -

1/,9

account manager as an in

NEW YORK-"Highly profes- first before we approach him," ; —l....-a.
ional and rapidly expanding ur- J W Bowers, partner with the Ft e
ban brokerage firm has opening Wayne In. firm of Insurance &
for qualified individual with heavy Risk Management, said.
commercial experience including "He's got to have at least 10
91 high achievement track record years in the business for us to be —
Must be agressive, knowledgeable, Interested,” Mr Bowers continued,
innovative. "but if he's not ready we'll tell

The above composite of several him what he was to do to get
blassified advertisements for ac- ready.
count managers describes the Ideal

-h

STATE MUTUAL OF AMERICA

bmploye sought by insurance agen- There's no set pattern to our

cies and brokerage firms alike. hiring account executives,” said
j A number of these companies W. L. Doherty, officer with the
discussed how they find account former Esso Insurance Services
managers and what they do to which recently merged with Alex-
keep them. ander & Alexander. "Unless the
4 Stealing from other firms is the account executive comes to us
most common source of good ac- first, we're happy to talk to these
bount executives, though most of people,” he noted.

:hose interviewed deplored the "We've done some hiring
practice, "especially when it back- through employment agencies, ' 44._.4'M
fires on us,” one brokerage firmrm Mr. Doherty added, "but it's us-
bxecutive quipped ually a case that the agency

"There are just not enough good comes to us with a prospect.”

account executives to go around," If an account executive has some The shortage of qua lified account executives can be solved. some feel. by company tra Ining programs
AN officer with a West Coast attractive business that he'll bring

onN

FRED S JAMES GULF LIFE HCL)NG CO

rokerage firm complained "We with him, he's a hkely candidate
zaused the problem ourselves," he for hiring by most agencies and litttle or no experience in the field. the level of Junicr account execu- tne trainees to different brancn of-

iontinued, "by not setting up pro- firms Most firms require a degree in tive where the junior account per- fices to gain experience in differ-
grams to train our own people. Another valuable credential is business administration, or at the son will assist with accounts gen- ent aspects of the business,"” he re-
" e Vot expertise in a certain area of in; very least, an expressed intgrest in erating less than $20,000 in pre- lated "The men usu:Ly hake no
| don't like the 'raid another surance, for example, marine of the business world by the collége miums. trouolo moving thoir wives Elong
agency' approach," Howard Miller, aircraft recruits with them However, if our wom-
vp of Brokerage Resources Inc, A combination of sales ability Frank Schiff, president, Schiff Larger accounls come in time, en trainees are married, their hus-
a New York firm, said. "Our big- and technical knowledge make a Terhune, explained his firm's Mr Schiff said. '"They don't have bands can't always leave their own
gest success with inside people has p ot ential employe attractive," training program. Most college full responmbility right away." Jobs "
been in hiring them away from Jack R Trainer, president, Walter grads start as "runners, carrying At Financial Guardian Insur- Spokesmen for two of thejarg-
insurance carriers P Dolle Inc, a Cincinnati firm, such material as messages, and ance Agency in Kansas City, re- est brokerage firms, Marsh & Mc-
, Inside people, Mr. Miller ex- said. binders of insurance between cent college grads are put through Lennan and Alexander & Alexan-
plained, handle administrative as- chents and the firm, he said. This a five year training program after der, said that since Iney hire
pects of accounts They do no sales "If he had business that would IS followed by a series of six which they can g) into production people with every rarge of ex-
vork come with him," the spokesman month stints in each of the firm's or management, Jack Muma, pres- pel'lence, training varies according
"Direct writers are our source for Dale & Co. commented, "we'd departments where the trainees Ildent, explained. to each individual.
lor outside people," he added. be interested learn "everything about the bus- The increasing number of wom- Smaller agencies, too, .ollor the

"Word of mouth" IS the most Many firms have a source for mess, from checking policies to en among recruiss to tne insur- personahzed approach for new
common approach used by Dale & potential account managers in underwriting and marketing,"” Mr. ance brokerage industry nas creat- employes with experience

Cn Ltd., a Toronto based firm, ac- their management trainee pro- Schiff said ed a few problems for the training “Someone with experience is us-
Jording to a spokesman. "We don't grams for new employes who are The next step, if the trainee program, Mr. Muma noted ually under the wing of tne branch
lise employment agencies much. college graduates, but who have shows interest and ability, is to “It's common that we transfer Continued 01 page 168
CPCU progr n maki d le bette r

,CPCU program seen making good people bette

1 By ELISABETH M. WECHSLER could be as much as 10% to 20 % and none have mentioned the resented commercial bus_ness

. extra with the CPCU designatjon CPCU, designation as a criterion for "We have more CPCU's in our . .
CHICAGO-The president of Not everyone contacted in the doing business Tearly, he befieves Tirm than in any o:her in Rochester A special section of

an agency here thinks the Char- informal nationwide samplmg of that on-the-Job experience is the (N Y )," claims Lester H Leonard,

tired Property & Casualty Under- agents and brokers agreed, howev- best way to learn about insurance chairman of Hatch-Leonard Inc, D u Si n eSS
Oriter (CPCU) designation is so er brokerage. and himself a CPCU. "It shows -
important he rewards his employes "Some CPCUs are super and Robert A. Laubach, vp and sec- we're dedicated to profess-onalism, -
tith a $1,000 bonus upon com- many others are mediocre and just retary of Charles & Laubach Inc. he believes. INnsurance
Eletion of the five courses current- have a lot of book learning," claims Phoenix, takes issue with that con-
ly required William H Ellsworth, a principal tention: "Clients are more cogni- Mr. Leonard conceded:hat "you Exclusively for

1 "l pay my employes $100 for in the New Orleans insurance zant of what CPCU means . . could be Just as smart and dedicat- agents and brckers
each section they pass, and when agency of Ellsworth, Mayeaux & (especially) comng into a growth ed if you aren't a CPCU," but he
tiey pass the whole thing, | pay Associates Inc "It's the man that area like this " hopes that someday the CPCU
them another $500," said Howard counts A good man could be made "We feel it makes it much easier designation will have :he same
C Alper, present of The Alper better with CPCU " to serve our clients (and) it's def- status as the AMA (American risk managers are -hems€lves
Agency, Inc., and himself a CPCU. initely a factor in competing with Medical Assn ) and the Bar Assn CPCUSs.
Kis agency reported premium vol- None of the five brokers m the larger firms,” Mr. Laubach said, do now. Employes are generally sfon-
ume of $2 million for 1974. Ellsworth agency have the CPCU adding he believes his agency "can At Hatch-Leonard, professional sored by the firm in terms of time

' He believes the CPCU designa- designation "It wouldn't enter my compete with anyone" because of degrees such as CPCU are listed and money in working tcward the
t.on lends "an increased degree of mind to make the determination the collective CPCU training. There on the company letterhead rather CPCU designation, he said
professionallsm (that) is needed in between two well-qualified people are three CPCU's on the staff now than corporate titles, Mr. Leonard “Tne day of an insurany broker
o.ir industry,"” adding that It IS on the basis of a CPCU designa- and one other who IS working to- explained. doing business on the gclf co.irse

more important for the commer- tion," Mr Ellsworth said "It can't ward the designation, he explained "l think we could get an aud- is coming to an end, we hope,” Mr. -"'
c 'al lines than for personal lines " hurt, but | wouldn't go out of my To help encourage employes, ience with any risk manager in the Leonard said "It should be based
The Alper Agency reported 95 % way to encourage it." "we pay our employe's training country because of the CPCU des- on professional knowledge We'd
of its 1974 business in commercial The Ellsworth agency reported cost They come along that much ignation,” he continued, emphasiz- like to have the greater prcfes-

a zeounts 1974 premium volume of $175 mil- faster (salary-wise) as a result," ing that large national accounts sional status (that other professions
Mr Alper acknowledged that the hon, with 85% in commercial bum- Mr Laubach said His agency re- are particularly aware of what the have).

salary differential between pros- ness. "Most" of its clients are gen- ported 1974 premium volume of CPCU designation means because He conceded that his goal is-

pective employes of equal ability eral contractors, Mr Ellsworth said, $2 35 million, of which 87% rep- many of the insurance tuyers or Continued on page 168
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Hiring & training...

Continued from page 16A
manager,” Financial Guardian's
Mr. Muma said.

At Dolle, "sometimes we turn
over accounts to new account ex-
ecutives,"” Mr. Trainer noted, "but
we also hire account executives to
start from scratch-produce their

own accounts.”

Salaries for account executives
vary according to the amount of
experience they have and also ac-
cording to where they're located.

In the Midwest, salary levels of
$40,000 were quoted as bench-
marks for experienced account ex-
ecutives,

In the Toronto area, salaries are
"around $25,000 for an account
executive with 15 years experi-
ence," the Dale spokesman said.

In San Francisco experienced
account executives can command

$25,000 while brokerage assistants
and underwriters start at $1,000 to
$1,500 a month, according to an
executive in a brokerage firm.

In New York college graduates
starting a management trainee
program make from $9,000-$12,000
and experienced account execu-
tives salaries range from $20,000-
$45,000.

Besides salary (which includes
commissions, many brokers indi-
cated) and other benefits, employes
of insurance agencies and broker-
age firms most likely will be re-
imbursed for any additional busi-
ness courses they take.

Executives in virtuarly all the
firms interviewed said that pro-
grams resulting in CPCU, CLU or
other insurance related business
degrees are paid for by the firm.

At one firm, employes pay 50 %
of the cost of additional educa-

tion; when the degree is achieved,
the firm reimburses them for the
remaining 50 %.

In Toronto, the Dale Co. spoke-
man said the firmm pays for all
courses offered by the Insurance
Institute of Canada.

Asked if the posession of de-
signations such as CPCU or CLU
would make a potential employe
more attractive, one executive re-
plied, "Of themselves, | don't
think the degrees mean that much,
but it's the knowledge an employe
gains while attaining the degree

that's irnmportant.”™ -

insurance Counsel meet

The International Assn. of In-
surance Counsel will hold their
49th annual meeting, July 4-10 at
the Greenbrier, White Sulphur
Springs, W.V. The open forum ses-
sion of the meeting will examine
advertising in the legal profession

and the trends in lawyers' liability

insurance.

Designations...

Continued from page 16A
"long-range: We hope it will hap-
pen in a generation.” The Hatch-
Leonard agency reported 1974 pre-
mium volume of $3.4 million, with
about 65 % of that from commer-
cial business.

Mr. Leonard emphasized that
on-the-job experience was impor-
tant also. He believes that the way
the CPCU courses are structured,
with more commitment to a con-
tinuing education basis, makes the
training that much better. "If you
get all your education before you
have any experience, it's not as
valuable. When you're more ma-
ture, education is more purpose-
ful,” he said.

Three other agency principals
said they favored the CPCU desig-
nation, but were similar in that
none of them had received the

designation themselves.

tnCO

PREMIUM FINANCING

saves you time and effort-
and pays your gross premiums
within 15 days!

THICO not only pays you

collection problems.

your gross premiums faster
than most companies; but by
getting out of the collection
business, you'll have more
selling time. And you can place
the business where you wish-
THICO finances premiums
of property and casualty
companies across the country.
Most important, THICO does
not "close out" an insured
until every possib/e effort has
been made to retain the account.
There is no jeopardizing
of client relationships over

If you would like to have your
gross premiums paid fast-if you
would benefit from the efficiency
of a proven billing system-mail
the coupon below.

Or call our headquarters at
800-631-5385 toll-free anywhere
in the continental U. S. except
in New Jersey where the
number is 201-494-2200. We'll
rush you full details about
THICO-oneoftheoldestand
largest premium financing
companies in the business.

Put your coupon in the mail now.

M‘ M | ’Nm%@ 10 Parsonage Road, Edison, N. J. 08817

Yes, | want to be able to offer clients and prospects an unlimited credit line. Please rush
me full information about THICO premium financingand billing.
El Please have your Representative call me.

Name
Company
AddrA"
City

Telephnnp

Title

StA#A
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"l don't insist on new employes
being CPCUs but | encourage it,"”
said H. H. Hendren, president of
Sacramento Valley Insurance, Sac-
ramento, Ca. His agency with
about $5 million in property/cas-
ualty premium volume picks up
the tuition tab for his aspiring
CPCUs. He views the designation
as "a symbol of professionalism,

prestige and the knowledge it rep-
resents.”

Mr. Hendren remarked that no
client has ever asked if he was a
CPCU. The agency has two CPCUSs,
according to William T. Armend,
chairman and president.

"Even though I'm not a CPCU,
| respect someone who has taken
the time to study the insurance
contracts, etc. necessary to become
one,"” Mr. Armend said. *'In our
case, most of the boys have come
up through the ranks and most
have been here at least 20 years,"
he continued, adding that he has
had 60 years of experience in the
field.

"The fellows coming in today
must come in with an education or
a CPCU rather than learn from

grass roots,"” Mr. Armend reflected.

Mr. Armend's firm reported 1974
premium volume of $6.3 million,
with about 77 % of it from com-
mercial business.

"l think the CPCU is very im-
portant because it means the agent
has a better knowledge of the busi-
ness and because the buyer has
more confidance in an agent who
has a CPCU," said W. C. Cohen,
former president of an agency that
was consolidated into Insurance
Management Assoc. Inc., Wichita,
Ks. "You are a professional when
you are a CPCU," he added.

Mr. Cohen doesn't have a CPCU
himself and excuses himself by
saying he has been in the business
for many years. "If a person
doesn't have the CPCU, it doesn't
mean they aren't competent,” he
emphasized.

He acknowledged that "a lot of
clients, especially national accounts,
know about the CPCU because a
lot of the buyers are CPCUs." In-
surance Management offers a tui-
tion reimbursement system to its
agents seeking the CPCU designa-
tion. In 1974, the agency reported
premium volume of nearly $7.6

million, 80 % of which was from
commercial business. -

Study central
EDP system

CHICAGO-INn August, 18 in-
surance companies will decide if
they will support the Independent
Insurance Agents of America's
(I1TAA) plan for a nationwide,
centralized computer system, link-
ing those insurance companies with
larger agents.

While both sides admit there
are obvious advantages to the
plan, such as avoiding unnecessary
duplication of files and faster ser-
vicing of clients, insurance com-
panies have had severe underwrit-
ing losses in the last several years.

According to John Blanchard,
vp for information services at
CNA Insurance Co., the estimated
cost of the Electronic Processing
Information Committee (EPIC)
plan is $50 million-and it still is
not known who will pay.

Even if prices can be resolved,
there is still serious antitrust and
ownership questions that are cur-
rently being studied by EPIC's
legal committee. All participating
insurance companies would file
their data into a single computer,
which could then be tapped by

any insurance agent with an EPIC
e r w maidr m=—al _



Chicago agency looks to controlled
growth, referrals as keys to success

By JANET M. CORRADO

CHICAGO-Byrne, Byrne & Co.,
in business since 1898, is conserva-
tive in today's insurance market-
place.

The firm does not promote for
new business, but relies solely on
referrals. It will not act as a bro-
kerage house taking business off
the street. Its growth rate is con-
trolled, and from the largest ac-
count (a firm with $200 million
in sales a year) on down, the
agency sells and keeps its clients
by rendering personal service.

"When a prospect asked me who
would handle his account after it
was sold, the answer was that |

would,"” said Richard Byrne, one
of the two principals in the agency.
That prospect, now a client, said
later that's what sold him, Mr.
Byrne explained, "along with the
fact that | believed in the busi-
ness" and wouldn't complain, to
him about the state of the indus-
try.

With three full-time and one
half-time producers, the agency's
personal approach means meas-
ured growth.

"We simply don't have time to
double our business by increasing
the number of people we do busi-
ness with,” Mr. Byrne said, "and
we don't promote new business be-
cause it doesn't pay to add a new
producer.

"Of course,"” he added slowly,
"if our accounts double in size,
then we make more.”

And Byrnd, Byrne & Co. does
make money. It has doubled its
commission income in the past
five years, about 8 % to 10 % a
year not compounded. But, Mr
Byrne attributes the increase
mostly to inflation-higher pre-
miums.

"If we were making any at-
tempt to add new accounts, a 50 %
to 60% growth rate would not be
a terrific achievement,"” he said.

Mr. Byrne estimates commis-
sion income this year at $450,000
or $500,000, up from $433,000 last
vear.

The agency is a partnership,
with Thomas Bryne as the other
principal. So agency expenses,
which are about 56% of gross in-
come, don't include the Dartners’
draw. But if the agency was a cor-
poration, and a fair market salary
for the principals was loaded into
the expense, Mr. Byrne estimates
the agency would have a 10% to
15% profit.

Gross casualty premiums are
about $4.5 million, and group in-
surance premiums he estimates
conservatively at $2.5 million.
Premium volume in 1974 was $5.1
million.

Commercial accounts represent
90 % to 95 % of the agency's busi-
ness, almost all of them manufac-
turers.

"We didn't concentrate on spe-
cializing. We aren't specialists,"”
Mr. Byrne said, "but | guess we
developed certain skills and re-
ferrals gave us the business."”

The agency has a half dozen
"prime accounts,"” and 100 to 150
small to medium sized policyhold-

ers.

It handles part of the insurance
for its biggest account, and all the
coverage for the next two largest,
which have sales of $120 million
to $150 million a year. It has one
account in the $100 million sales
range, one or two in the $40 mil-
lion to $50 miillion category, and
"then they go down to where all
the work is,” Mr. Byrne said.
About 50 to 70 clients, small con-
tractors and supermarkets, do

about $500,000 a year in sales.
Richard Byrne handles 12 ac-
counts "of some size," Thomas
Byrne less than that. John O'Hara,
the only other full-time producer,
has 60 to 70 smaller commercial
accounts. Richard Byrne's son,
Stephen, is working into the agen-
cy and spends about half his time
in production, mostly helping Mr.
O'Hara. The office staff numbers

12 to 15.

"l think a four-producer staff is
kind of ideal,” Mr. Byrne said. Mr.
O'Hara thinks they could use one
more, adding that the agency's per-
sonal service also means that all
the producers are familiar with all
the accounts so no client is left

in the lurch because of illiness or

vacations.

"We call ourselves brokers and
counselors,” Mr. Byrne said. "We
will write for a commission, but
for our largest accounts we will
charge a fee,” and it is not too un-
usual for them to get a commission
and fee on the same line.

For example, he said, on a work-
ers' compensation policy with
$200,000 premium, the agency
could get 1 % to 2% commission
and a $5,000 fee, functioning pure-
ly as a fee counselor and a broker
at the same time, depending on
the needs of the policyholder.

The agency has had a fee ar-
rangernent at least 40 or 50 years.
Now, about 20% of its income is
from fees, and Mr. Byrne would

like to see it increase.

"A fee situation is most agree-
able to the client and ourselves,”
he said. "It removes the suspicion
from the client’'s mind that we
may not be bargaining as closely
in his interests because we're get-
ting a percent of his premium in-

crease.

"With a client whose insurance
bill goes from $15,000 to $100,000,
it's hard to convince him I'm not
benefiting directly on a commis-
sion basis,” Mr. Byrne said.

The agency places quite a bit
of business with direct writers,
like Employers of Wausau, which
benefit too from the arrangement
"unloading some work on us,"” Mr.
Byrne said.

It places more fire insurance
with Factory Mutual than any
place else, but there are so rnany
lines direct writers don't handle
and that agency companies Will
handle, that it often uses both.

The only anomaly in the fee-
versus-commission arrangement is
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the contingent commission, but "if
your integrity can't overcome the
contingent commission, you're not
doing very good business,” Mr.
Byrne said. "We try to relate our
fees to what we would get in com-
missions," he added.

For new accounts, "we gather
bids from insurers" and present
the client with several options. It's
the client's choice, Mr. Byrne said.
"We don't care what he chooses.”

Though there is some trend to-
ward agencies representing fewer
companies, Byrne, Byrne & Co.
has had no change in the num-
ber or mix of insurers it repre-
sents in the last 20 years or more.
It has agreements with seven com-
panies: Aetna, INA, Fireman's
Fund, American Motorists, Hart-
ford, Transamerica, and Provi-
dence Washington. Five get most
of the business.

"We don't need any more than
that" with access to surplus lines
and direct writers, Mr. Byrne said.

Continued on page 16D
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Personal, commmercial lines tied to new business

By JOANNE GAMLIN

iented to pursuing the coverage of Peisonal lines business may not and grow and end up asking to key officials of commei mal
the up-and-coming younger exec- be heavily laden with profits, he themselves 'What have we got clients, he added, is a business

LOS ANGELES-Personal utive as well as the solidly-placed added, but it can stand as a pow- here'>"'" which is laigely the piovince of
lines can be used as bait for new chief honcho erful advertising vehicle Rather than allowing this to largel brokelage films
Mr Moore pointed out that al- To illustiate that point, he re- occur, brokers would be smart to Cal-Surance, he said, has a
But no matter what its role, per- though his firm has a personal in- lated that recently the trust officer set down a concrete plan of what growing life/group depaitment
sonal lines business must be surance department that special- of a huge Califoi nia bank recom- they want to achieve in pei sonal which generated over $400,000 in
thioughtfully developed and not izes in this type of coverage, he IS, mended Barney & Barney to a hnes and to list the undeiwnters commission income last year
allowed to shoot up by accident, at the moment, mulling over the client apparently on the basis of who can best bring them to these Estate planning, suivivor cai e
California-based bi okerage firm idea of whether or not It might be the pei scnal lines insurance work goals, Mr Martin said and auto and homeowners insur-
wiser to have the account execu- which the brokerage fit m had per- He advised that personal hnes ance ale the areas of personal lines

Bruce Moore, executive partner, tives of commercial accounts also foimed for othei bank customers underwi iters be appi aised in the coverage that ate important to
Barney & Barney, San Diego, said service the personal insurance Concurl ing that personal lines light of the consistency of their Cal-Sutance
that "our format has been to needs of the top men at those can contribute significantly to the track lecoids in the line of cov- Investment planning, howevel,
develop personal lines for key ex- firms plosperity of a brokerage firm, erage that the brokerage firm is an arena which Cal-Surance
ecutives of a firm and then to turn Don Maitin, president, Cal-Sur- wishes to develop won't touch, Mr Martin indicated,
this program into a selling tool for "We are doing this in a few ance Associates Inc, Torrance, noting that few biokels are
our commercial insurance busi- instances at present,” he said said that the business must, how- "If the game plan IS to supply equipped to gi apple with such a
ness Making the question a nagging ever, be built carefully, "by a :ovel age for top executives of high i isk specialty

Barney & Barney, he said, has one, he said, are the instances he defimte game plan " commercial accounts only, you Estate planning, on the othei
been able to rely on personal lines has obseived in which madJor in- "Most brokers make the mistake must find an underwriter who is hand, is a thi iving segment of the
as a generator of pi operty/casual- sui ance decisions are influenced of coming into personal lines pure- prepared to deliver steadfast, agency's personal lines business,
ty business because of two factors by what happens to an executive ly by accident,"” he observed quality coveiage,” he amphfied accoiding to Mr Martin, who said
It is an older firm and it is or- in his pei sonal lines experience "They J ust let the business grow Offering personal lines coverage that in this area above all biokeis

commercial insurance accounts

spokesmen say
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American Home and
National Union are once
again giving you what you
need. This time a bufFer
layer program to cover all
forms of casualty, except
professional malpractice.
We can write a maximum

limit of $750,000 over a

minimum. For more infor-
mation Justfillinthe coupon.
Because buffer layers from
an A+ AAAAA company can
relieve a lot of headaches.
We welcome maquiriesfrom
any licensed agent or broker.
You don't have to be a regular
prodticer to place business

minimum underlying limit *vith an AIG company.

of $250,000. Or a maximum

of $500,000 over a $100,000

AF- Me,Tibe,-Coi mies of
VIL V Amefican Interivt©flal Group
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AMERICAN HOMEASSURANCE COMPANY
NATIONAL UNION FIRE INSURANCE COMPANY
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102 Maiden Lane, New York, N Y 10005

Send information about Buffer Layers
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Compani
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must be sure to have high-sal-
aiied, high-quality staffers

"No customer making $40,000 a
year," he said, ~wants to listen to
estate counseling from a man who
earns $10,000 annually "

At the same time, Mr Martin
said at this firm, women o ften ai e
most skilled at handling pei sonal
lines coverage

"Whoever does personal hnes,
however, must make it a special-
ty," he asserted

Al Leatherby who heads Repub-
llc Insurance Brokers, Santa Ana,
Ca, said that he wants his firm
to become more aggressive in the
peisonal lines arena.

"I've been told we have a gold
Inlne in our files if we would only
use it," he said, adding that the
agency has at this point turned In
a el editable performance in pei -
sonal lines without | eally trying

One move toward aggressive-
ness, he added, IS the fact that as
of January 1, Republic's casualty
pioducers began to receive com-
missions, including production in
the personal lines area.

Byrne.

Continued from page 16(
"Nobody needs 20 companies You
need four or five good ones, unless
you are 10 times bigger than we
The agency has some policy-
holders of long standing "Age
gives you the chance to handle the
little guy that might become a big
feller,” Mr Byrne said But thei e
has been an 80 % to 90 % turnover
in accounts since 1950, and all the
accounts of any slze are new in the
last 20 years

The agency's attrition rate is
well under 10% a year, but, Mi
Byrne said, theie seems to be a
point between 10 and 15 years
when a certain law takes over
It's mostly acquiisitions of clients
by other companies that bi ings
change, he said, adding that it can
work both ways, for oi against a
broker He thinks overall that the
agency has pi ofited mot e than lost
by acquisitions

Personal lines, which represents
about 5% in sales income, come
from the agency's business ac-
counts There is Nno sales effort
made, though "I have threatened
to open a personal lines depart-
ment,"” Mr Byrne said

"That's how the giants, like All-
state, got giant On personal
lines " Except for life insurance,
45% of all insuiance sold in the
county is auto, he reasons, and
that's mostly pelsonal auto

Group insurance accounts are
profitable for the agency because
of the minimal service they need
An ongoing account only needs a
once-a-year review "For 20 or 30
hours work, we get $10,000, which
is pretty good,” Mr Byrne said -



Problems of representing multiple insurers

Direct billing by insurers does not
bring smiles to faces of producers

By PAUL R. MERRION

NEW YORK-When it comes
to the daily nuts-and-bolts task of
dealing with several different in-
surers, each with their own pro-
cedures and paperwork, most
agents and brokers will agree that

variety is not the spice of their
lives.

And with the onset of direct bill-
ing, in which the premium is paid
to the insurer without going
through the agent or broker, a new
set of rules and forms were nec-
essary as each insurance company
established its own method.

The problems of dealing with
several different insurance com-
panies is a concern of the Inde-
pendent Insurance Agents of
America (IIAA), whose members
often use as many as eight mar-
kets to find coverage for their
clients.

Already the IIAA has developed
a uniform claims reporting form
that is being used to report 95 % of
the claims to 31 participating com-
panies, according to Charlie Kriss,
IIAA's proj ect operations director.

And currently, the trade group is
implementing a project to make di-
ret billing procedures and forms
more understandable to producers.

Although the project is just in
its infancy, Mr. Kriss said, 37 in-
surance companies have agreed to
supply a uniformly written digest
of their direct billing procedures
that can be inserted in a loose-leaf
three-ring binder available from
the ILAA.

The eventual success of the pro-
ject will depend on how many
companies participate. At the Hel-
ey Agency in Margaretville, N.Y .,
for instance, only one company out
of the five used by the agency is
participating in the IIAA direct
billing digest.

Nevertheless, Wayne Lawrence,
an agent there, thinks the digest is
useful. "It's more condensed and
it's divided into specific categories,"
he said. "If you have a question
you just flip to that section and
.t's there." He has been using the
digest for six months, Mr. Law-
rence said.

Mr. Kriss said 4,000 of the
manuals, which also contain a
mide on how to use them, have
been shipped to agents and brokers
around the country, and the asso-
ciation is hoping to send out an-
other 6,000 manuals by the end of
the year.

In addition, he said, one or two
more insurance companies each
month are agreeing to supply a
digest of their procedures for the

manual.

"This sort of thing just fuels
itself,” Mr. Kriss said. When pro-
ducers start asking insurance com-
panies for their procedures, the
companies realize it would help to
cooperate with our project, he
added.

The problem began in 1969 when
insurers started going to direct
billing, Mr. Kriss said. Each com-
pany developed its own method of
renewing and writing policies,
,vith the result that there were as
many systems of procedures as
there were insurance companies.
Under the previous agency billing
system, there was only the agent's
own system.

The IIAA's direct billing digest
has several sections, such as "New
Business" and "Policy Changes,"”
Mr. Kriss said. The agent or bro-
ker looks up the company, finds

the appropriate section, and then
finds answers to questions such as:
Is cash required with the applica-
tion? What forms should be used?

However, at least one agent has
found that as rnarket conditions
tighten, insurers are changing their
direct billing policies also, which
leads to a potential problem with
the direct billing digest.

"Companies are changing their
procedures without making changes
in their sections of the digest,”
said Ned Gaynor, vp, at Stanley
Calkins Inc. in Cohoes, N.Y. "My
special agent was looking through

the digest for Continental Insur-
ance Co. and he found a mistake."
He said Continental had raised
quarterly or semi-annual premium
installments from 25% or 50% to
25.5% or 50.5%, but the digest did
not carry the change.

"What the companies say in the
digest and what they do some-
times varies," he said, adding that
he has used it for four months.
"Being new, it's bound to have
some bugs in it."

The official name of the man-
ual is ACORD Direct Billing Di-
gest. ACORD is the acronym for
Agency-Company Operations Re-

search and Development, the pro-
jet that started with the uniform
claim reporting forms in the early
19705, according to Mr. Kriss.

Some of the 31 participating
companies are: "Big and little”
Aetna, Chubb, Crum & Forster,
Fireman's Fund, Kemper, North-
western National, St. Paul, Travel-
ers and Zurich-American.

Each company distributes its
section free of charge, Mr. Kriss
said, and the IIAA's binder and
training guide cost $5.

He said development of a stan-
dard claim reporting form was
picked as the first project because
it was "not as formidable" as other
problems facing producers. The
praject has two goals, he said:
solving the problem, and more im-
portantly, proving that a coopera-
tive effort between the trade group
and insurance companies could
succeed.

A small project staff was put to-
gether by the IIAA (formerly

GETHE
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known as the National Assn.
of Independent Insurance Agents)
and about eight claims person-
nel from participating companies
worked with the project staff, at
the expense of the insurers.

The claim reporting forms are
available from the various bureaus
of the Insurance Services Office,
and Mr. Kriss said so far, about
150 million forms have been dis-
tributed.

Other projects in the works in-
clude a study of uniform certifi-
cation, which is scheduled to be
launched in the fall, Mr. Kriss
said. It would. like the claim re-
porting forms, simplify paper
work by allowing use of one form
for certifying the existence of an
insurance policy, rather than using
many different forms.

In addition, the IIAA plans to
offer a uniform binder form by
early next year, as well as de-
velopment of standard procedures
for determining residential re-
placements costs, Mr. Kriss said. «
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In-house mini-computers gaining
ground in agent automation race

CHICAGO-Now that large and ming It is designed for 5,000 to terminal services for every agent
small insurance agencies are 40,000 customers or at least, regional terminals for
catching up with insurance com- IBM's General Systems Division smaller ones, linking the agents to
panies in the computer field, some has marketed ItS System 32 since all participating insurance compa-
insurance consultants and organi- early 1975 "for people who didn't nies' computers.
zations are looking forward to a know anything about computers "
future of more computerization Costs for this system run from According to Mr TeBockhorst,
and less duplication $34,400 to $44,400 to buy and $840 the one terminal would do both !

Most insurance agents and brok- to $1240 monthly for leasing. accounting services as well as pro-
ers of any size have realized by Maintenance charges start at $165 duce insurance company policies,

now that computerization of ad- a month. store Eles, eliminate duplication of ) n
ministrative functions is a neces- work between the insurance com-
sity, not a luxury. By comparison, an IBM-3 com- panies and the agents, and give N

But to take It one step further, puter cost one Indiana agent $76,- access to company computers in LAt
a national, centralized system of 000 earlier this year, after he had rating and writing of policies. EYSTEM DEVELOPMENT CORP
computerization of claims han- leased It for three years Insurance companies are now

dhng, filing, and of standardized According to Mr Hales, mini- studying the feasibility of their .

accountmg services 8 now being computers are “not for everybody" supporting the project, with their S e rVI Ce b u rea u S q u Ote
planned by the Independent In- but he suggested that agents spend- final reNort due in August Mr

surance Agents of America through ing at least $500 to $700 a month TeBockhorst said the EPIC proJect

the group's Electronic Processing in service bureau fees look mto should begin before the various in- Va ri ed p ri Cevevl S u rvey

Information Committee (EPIC) mim-computers surance companies and agents get
Another method of increasing Among the advantages of buy- "locked in" to their own separate By JANEWINEBRENNER without a formal presentation
computerized management is with it'lg a computer over leasing it Mr systems Yy Statistical Tabulating Corp. of
the use of mini-computers- de- Hales said, are tax deductions and Whether present computerized CHICAGO-Thiugh compu:Ear Chicago handles all typegs of s‘?ﬁall
signed for those agencies requiring avolding expensive financing accounting services using different services for insurance agents and businesses according 1o a spokes-

more feedback than a maonthly ac- charges At IBM, programming programming could tie in with any brokers are the most widely used man, but haa a speciallzed group_ of
counting service can a offer but can be done by insurance agents central nefwork has not been de- form of computerization, there is processors who do nothing but in-
erhaPs cannot afford to buy or themselves using the Report Pro- termined yet, but he said such na- little agreement on how to get the surance agency work Statistical

ease the large, elaborate compu- gram Generator language One of tional firms as Systarns, in Tampa rnost for the monsy spent Tabulating nas a minimum fee of
ters the attractions of mini-computers Fl, and ARC, m Bryan, Texas have The service systems can either $100 a month but declined to give
While the national EPIC insur- is that programs are written in been consulted be strictly insurance agency ortent- the cost of ltems, saying the charge
ance computer hook-up is still conversational language that can The Independent Insurance ed ora more general firm that does depended on the type of item
three to five years in the future, be Brogrammed by anyone who can Agents of lllinois (lIAl) Just an- all types of small business account- One Cheago-area agent who
mini-computérs have been avail-type nounced it will endorse a com- ing. uses Statistical Tabulating, howev-
able to all business, especially in- Another advantage of mini-com- puter service firm for its agents in One insurance consultant felt er, said h-s item Chargé varies
surance agencies for a year puters is that they can "talk" to anticipation of the national EPIC that the bureaus spema_izing in -n- from 6_cenrs to 10 cents an item

other, larger computers such as the program. Their endorsement is surance accounting were more €x- The firm said it differs from
Insurance agency consultants ones insurance companies use and based on the cost of the service pensive on a per ierr basis, but fqeneral accounting services m that
such as Dave Hales, 1pre3|dent of eventualllya,"gerhags, to the nation- and how easily it will tie in with worth the extra money because of It offers ac zounts receivable data,

Hales & Associates of Chicago, be- al, cent ed network of com- any proposed national system better accounting p-ac:ices cash receipts. salesmen's Commis-
heve mini-comput ers are the puters IIAA envisions sions andppo’licy reports
"thing of the future " They pro- The EPIC program is not Other state associations have Each service cefines ItS 1ternS Th’e Statis&i al Tabulating

vi(le in-house service, immediate science-fiction: several state chap- taken this step accordngto the differently but they mean basically spokesman said their prices were
access and management informa- ters of the IndePendent Insurance IIAl executive manager, Roy Rob- the same thing acc)rding tc Roy set and not usually subject to ne-
tion (such as which producers are Agents of Amel'lea have already inson, In Kentucky and Idaho. Rooinson, head of ite IndePendent otiation. "The insurance agencies
doing well) which an insurance b_egun offering centrahzed account- Georgia uses its own centrallzed Insurance Agents of lllinois (IIAZ), are a close knit group and we

fgtcsror\‘,tiid”e service usually does ing services computer programming for its which has Just pr.ced computer would lose our creditability if we

. . agents he adde . services and endorsed a Hcuston offered one price to one agent on

Two corporations marketing EPIC has been talked about for llinois member agents will be firm the third floor and another to one
mint-computers, Burroughs Corp. two years according to the IIAA able to buy the service and in ef- Among the insurance-special-zed on the fifth "

and IBM, have both leasing and EPIC chairman Gerard TeBock- feet, each will_use the same ac- computer services are ARC in Mr Robinson, of the IlAl, re-
purchasing arrangements Bur- horst, but now both the agents and counting system. The msurance Bryan, Texas: Systams. Tampa FI cently endorsed the Independent
roughs "L" series, for small agents insurance companies are studying companiés who are studying the and Rough Notes, Indianapolis, In Agent Center Inc of Houston after
with'no more than 4,000 customers, it EPIC program include: Fireman's Rough Notes said .t charges 19 soliciting bids from eight different
costs $19,000 plus about $4,000 for Bamcally, the program would Fund of America, INA, Kemper cents per item and a minimum insurance-speciallzed Services He
pro?(rammln according to a computerize all of the mechanical Insurance Cos, St Paul Fire and charge of $100 nunt.nlj, plus $100 was looking for one bureau that
spokesman. The larger model, processes of delivery for agents, Marine; USFG, ONA, Reliance, set-up charge Systarrs president could easily tie m with a proposed

gn the market for a&/ear, starts at includin accountlng services Crum & Forster, Royal Globe and Frank Bell refused to give prices national insurance computer sys-
34,800 plus $7,000 for program- Ideally, there would be m-house nine others. - or a description of their services tem m the future

Though he was given reduced,

PAYING PRODUCERS: HOW AND HOW MUGCH? e e e mres s

the prices quoted to him

BY DAVID HALES . . . . . "All the bureaqs perform basic-
gamzations and, consequently, the executive has account responsibil- handle ti fairly large volume of ally the same functions and 1SSUe
Hales & Associates Inc. need for systems of formal com- tty but other people under his business. the same reports, and they all give

SOME OF THE questions most pensation. management do everything else. So, what should these people be the same information It is a mat-
a . We'd like to be able to present The unit might consist then of one pald for these varicus functiors9 ter of services and price quotation,”
frequently asked of us during our some magic formula and say "here producer, two associates who have | suppose our firm has evaluated Mr Robinson said
travels all over the country have you are,” but that's impossible regular day-to-day customer con- in some depth well cver 100 in- The Hot.Ston firm, which won
to do with compensation-what There are no hard and fast rules tact and two or three clerical sup- surance brokerage f.rms during the the state-wide project making their
form it should take, how much it What works for one could be a port people. And in a larger agen- four years we hsve been m tust- service available to lllinois inde-
should be for various functions and disaster for another. There are cy, there typically will be several ness. While the reasons for .ur pendent a%ents submitted a price
how should incentives be handled differences in the marketplace vis- fo many such units with adminis- assignments haKe ranged frorr that was about 20% lower than the
These are natural questions at a a-vis the competition for people, trative support furnished by a staff business combinati,n evaluations others
time when the pressures of the in- the cost of livmg, the intangibles, of people serving all production to fair market valie studies tc He found that the rate per item
surance business today are perhaps etc Further, what people are paid units This system will be utilized simply an evalua,101 from an cut- varied by only 1 cents or 2 cents,
at an historical peak Some com- depends upon what owners want in larger agencies concentrating on sidé objective viewroint, we have but said tnat this could add up
anies are cutting commissions, to have happen If the stress is on the sizeable commercial account. In observed some rather commor re- over a Io_nfc]; period He said there
technical experiise has become in- new business, then a bonus plan each unit will usually be found lationships between costs in the was not mich room for negotiation
creasingly important to service should reward new production If some special expertise; 1.e, prop- more successful of these firms in this area The Houston firm
larger risks and is harder to find, the stress is on servicing and keep- erty. casualty, bonding, boiler, ben- charged 19 cents per item
markets are hard to deal with, na- ing existing accounts, then the efits, etc, which expertise will be First of all, we have seen in the The minimum monthly charge
tional brokers and captive agency compensation should reward for available throughout the organiza- more progressive organization a varied from $90 to $125 a month,
enbaefahibisbasnivdiing at tion where it is needed m a spe- primary objective b ottain a s:ip- with the Ho aston firm submitting
market penetration and some pri- cific situation Here the account ex- ulated pre-tax profit Be it 10%, the low bid of $60, for the same
vately held firms are finding it Further, there are differences in ecutive can handle a much larger 25% or 30%, there is an objective services
necessary to combine with one the operating style of insurance volume of business because his Let's use a goal 01 20 % to'illus- “Where there was room for ne-
another through merger/acquisi- broker%;e businesses. On the one support staff iS doing most of the trate the point Now, since ccsts gotiation was in how much the
Egogu?ii\ll?eoasfd Srsoe\?'a ions in order extrenie, some offlces have the nitty-gritty otner than payrcll invariably iun firm was going to charge to get on
arew: producer do everything-sell. rate, ~ Then there is a hybrid between about 25% in mcst multi-produDer the automated system-the set up
. Therefore, while members of the underwrite, place, handle claims the individual profit center system offices, that then leaves 55 % for charge-and’in the minimum
independent a enC}/ system have and collect accounts Obviously, earlier described and the unit sys- payroll So, if ycu con't spend monthly charges," Mr Robinson
been used to a highly entrepreneu- that style does not allow for as‘tem. In the hybrid, there will be a more than this percentage fcr peo- said
mal business style where compen- much new business from a pro- ratmg, underwriting and placement ple, you will hape a profit pool of While tne prices were cheaper
sation has been simply so much ducer and should provide for a rel- department as well as a claims and about 20% to split up for bor-us, because he was endorsing for a
commission for so much produc- atively high percentage of gross administrative department so that special deferred compensation, Iargie number of |lhnois agencies,
tion, competition and economic commissions in the salary structure. all producers use the same support shareholder retl_rrend retained it may be significant he found a
conditions have forced the struc- The other extreme might be facEities As in the unit-type ar- earnings for futnre expansion disparity of prices for the same
turing of more formal business or- termed the umt system where one rangement, the producer here can Contnied on paje IGG service

e



Compensation plan =..

Continued from page 16F

Thus, the first rule of thumb we
would offer is that fixed payroll
before incentive compensation
should be no higher than 55 % of
gross revenues. That percentage
should include direct payroll,
FICA and basic employe benefits.
Public brokers seek that level.
Looking back at the monthly re-
ports we publish on the insurance
brokerage business, we observe that
Corroon & Black pays out a very
low 41% of gross revenues for to-
tal compensation. Others are Frank
B. Hall at 46%, Marsh & McLen-
nan at 49 %, Rollins Burdick Hun-
terat 51%, Alexander & Alexand-
er at 52.6% and Fred S. James at
54 %. The composite of these six
large companies is 49.7%.

We have kept a running record
of compensation as a percentage of
gross revenues paid by commer-
cially oriented, privately held firms
whose numbers we have seen, and
the composite of many companies
is 52.4% before distribution of
profits to shareholders and part-
ners.

Fine. So one should seek about
a 50-55 % compensation to revenue
ratio. How to get there, that is the

next question.

LeCs take the individual profit
center system first. It's the easiest.
From what we have observed, the
total account responsible; i.e., sell-
ing and complete servicing by one
individual, is worth about 35 % of
the commission dollar with clerical
support valued at 15%. So, on a
book generating $100,000 in com-
missions, the producer might get
$35,000 and his two clerks would
make $15,000 between them. This
then would leave $25,000 for other
expenses such as rent, phone, sell-
ing expense, etc., and $25,000 for
profit. If this is a one-person op-
eration, then the proprietor will
make $35,000 as an employe and
$25,000 as an owner for a total of
$60,000. The production will be at
2.85 times the salary level.

Now, let's go to the other ex-
treme-to the unit system where
we might see an account executive,
two assistants and three in direct
zlerical support. Here, we think
-hat the pure production function
should be worth about 15%. That
Es, the account executive should be
responsible for about 6.7 times
salary. The backup then should al-
:0 be worth 15% of the revenues,
split between two individuals.
rhen, the split between three cler-
real people would be 7.5 % for di-
rect support and 7.5 % for indirect
administrative facilities (billing,
accounting, management) to make
up a total of 45 % for direct pay-
3011. Benefits will run about 15%
of payroll or 7% of gross revenues
'or a total compensation cost of
52 % before distribution of pre-

tax profits in the form of bonus or
wmatever.

To quantify this, let's say we
have a unit doing $300,000 in com-
mission income. The account exec
would get 15% or $45,000. Two
backup people would each earn
422,500 and three clerks would
make $7,500 apiece. The cost of
management and general adminis-
tration allocable to the unit would
be about $22,500 and the benefits
for the entire group representing
4300,000 in commissions would be
approximately $21,000. Adding it
Ell up, one gets total compensation
costs of $156,000, which is 52%.

A hybrid system will have
many producers relying on depart-
mentalized support systems. Here,
the account executive will have
1.ttle or no management responsi-
bility so he (or she) will have
more time for pure production.
Thus, the producer is enabled to
handle more accounts than under

the other two systems, perhaps as
much as ten times the salary level.
Say you have five producers in an
agency structured along these lines,
and that the average producer sal-
ary is $35,000. The total gross
commission of the agency may
then be as much as $1.75 rnillion
with producers earning in the ag-
gregate about $175,000. Here sup-
port systems and management will
earn in the aggregate closer to 40 %
of gross or $700,000 in a $1.75 mil-
lion agency.

There will be more of a man-
agement structure because the ac-
count executive will not be re-
sponsible for the support units.
All clerical will still be about 15 %,
technical support about 15 % but
pure management will require 10 %

Typically, both the unit and hy-

brid systems will utilize a separate
personal lines department. The
commissions contribution per em-
ploye will depend not so much on
the system, but rather on the mix
of business between commercial
and personal lines as well as the
type of commercial account. The
smaller the average account and
the more items processed, the low-
er will be the revenue contribution
per person employed simply be-
cause it takes more people to han-
dle more paper. That's one reason
why the national brokers primarily
handling jumbo accounts have
larger profit margins.

In summary then, what we are
seeing in the most successful,
growth oriented insurance broker-
age firms is a pattern that values
pure production at approximately
15 % of commissions handled with
technical support systems worth
another 15% of business on the
desk. When one person provides
both, he or she is worth in the
area of 30%. Clerical support is

worth 15% of commissions and
fees with management participat-
ing in the results of each account
executive plus other income and
contingencies. Benefits run about
7 % of gross revenues. This direct
compensation configuration then
leaves 25% for other costs of doing
business and about 25 9% for bonus,
profit sharing, income taxes and
retained earnings.

VWhen an agency has this kind
of expense mix, we observe that it
is being thoughtfully managed for
corporate bottom line first and
personal gain second. What one
does with the bottom line is some-
thing else, and this subject is
worthy of its own discussion.

Perhaps the plan is to make
long term arrangements for perpe-
tuation of ownership through es-
tablishment of a reserve of retained
earnings or a warehouse of tax-
sheltered cash through an ESC)T
to enable the corporation to retire

shareholders interests for the ben-
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efit of minority stockholders and
future key players. Or perhaps
ownership wants to accomplish fi-
nancial diversification currently
and pays out the earnings to fi-
nance personal investment pro-
grarns.

When agency ownership elects to
distribute most of the earnings,
using them to finance personal
diversified investment programs,
then ownership cannot expect the
continuity of high personal income
plus the same kind of value earned
by a firm that plows most of its
earnings back into the business.
The very highly paid owner-em-
ploye is, in effect, taking out cap-
italizable earnings on a current
basis while the organization that
manages for the bottom line, re-
taining more earnings in the busi-
ness, is willing to sacrifice some
current personal earnings for fu-
ture corporate worth. Is one ap-
proach better than another? Not
necessarily, just as long as prin-
cipals recognize the trade-offs. -
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F. B. Hall centralizes worldwide services in one unit

By MARIE KRAKOWIECKI

BRIAR CLIFF MANOR, N.Y.
-As Frank B. Hall & Co. Inc.
gradually passes out of its ac-
quisition growth phase which
made it the nation's fourth largest
broker last year, it quietly began
making some management changes
designed to shift emmphasis to new
business as a means of growth.

One of the decisions the firm's
management made earlier this
year, much to the surprise of its

international staff, was to com-
bine the international services di-

vision located in midtown Man-
hattan with the national services
division in Briar CIliff Manor.

There a single operating unit to
be known as "Hall Services”
would be created.

Although you could read the
firm's annual report from cover to

cover and never find out that it
had a separate subsidiary to run
its international business, it did.
With the creation of the new Hall
Services, however, this separate
subsidiary, called Frank B. Hall
& Co. International Inc. was done
away with.

In March, its employes were
asked to leave their Madison
Avenue offices and relocate to
this upstate residential town
where Hall is the only corporate
citizen, and to become part of the

new operating unit.

While most of the international
staff stayed with the company,
Eliot Pardee, its manager of inter-
national services, decided not to
relocate. He accepted a position in
April with the New York office of
Fred S. James as an East Coast

vp of its international department.

At this writing, his position at Hall
has not been refilled.

By mid-June, Frank B. Hall had
not yet publicly announced its
combining of the national and in-
ternational divisions in Briar CIiff.

However, A. Hunter Long, a
Hall vp connected with the new
operating unit, said that the new
centralization was intended to
make the international department
more effective, multi-faceted and
better able to expand its business
planning.

"We've had a great deal of suc-
cess with the account approach in
what was formerly our national
services division," Mr. Long said,
adding that this approach would
now be extended to Hall's clients
in nearly 100 foreign countries.

He said the switch would not
affect service to any clients.

However, one of the key ele-
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Once again, on August 9, the editors of BUSINESS INSURANCE
will present their exclusive special issue devoted to profiles of this
country's leading commercial insurance agents and brokers

The profiles will contain valuable information about the size. scope
of operation, number of employes. income. premium volume and
special services of insurance brokers and agents who have
responded to a specially prepared questionnaire.

ments appears to be that respon-
sibility for medium and small-
sized international accounts will be
increasingly directed to Hall's re-
gional offices.

The Briar CIiff operation will
concentrate primarily on the large
accounts, acting as a "resource”

center for regional offices needing
assistance.

George E. Corde, recently made
a senior vp at Hall, will be re-
sponsible for the management of
large accounts, both international
and national, in the newly-created
Hall Services.

He reports to Colby Hewitt Jr.,
who has been elected executive vp
with responsibility for national
sales development and national
technical services, in addition to
remaining manager of Hall's
northeastern region.

This publishing exclusive-which last year was an advertising
sell out-is sure to attract the largest number of buyer/seller

readers ever assembled as an audience of an insurance publica-
tion The profiles will serve as reference for buyers. underwriters.

sellers and others for at least one year. in making it a long-lasting

selling opportunity for your services.

WHO WILLBE READING THIS ISSUE?

= Over 58.000 corporate insurance buyers in the 16.500 most

important U.S. corporations (employing over 46 million

workers)

« Over 29,000 insurance agents and brokers

= Thousands of financial, association. union. consultant, and

government readers

This means that thousands of corporate insurance buyers and
financial executives will be reviewing these profiles while they are

NEW YORK: 708 Third Avenue. (212) 986-5050

in the process of looking for brokerage services. and thousands of
insurance agents and brokers will be reading their own profiles
and those of their comperitors. Many other readers involved in risk

management, employe be,efits and other asset conservation
functions will be using this issue as an imponant buying guide.

Your advertising message-dominant and well directed to this

influential Business Insurance audience-is sure to bring you

reader attention and buver action.

business

msurance

the newsmagazine that just had to be.

CHICAGO: 740 Rush Street, (312) 649-5275

Remember, the profiles appear on August 9; ad closing July 27.
Take advantage of this invitation to reserve your ad space now.

LOS ANGELES: 6404 Wilshire Blvd.. (213) 651-3710

Under the old set-up, Mr. Col-
by, an account executive for Rock-
well International and Union Car-
bide, and a top producer of new
business for Hall operating out of
Boston, also headed the interna-
tional department.

The only trouble was, he had
little daily contact with the New
York operational staff since he
was based in Boston, one insider
rennarked.

The idea originally was that Mr.
Hewitt, described as an able man-
ager and a "totally busy man"
would spend a couple days every
week in Manhattan to keep in
touch with what the international
services division was doing.

But because of his heavy sched-
ule, this arrangement never ma-
terialized, and what was left was
a communication gap between sen-
ior management and the operating
staff.

- With the move up to the Briar
CIliff Manor offices, the interna-
tional department is still technic-
ally under Mr. Hewitt, but it is
George Corde who will handle the
day-to-day responsibilities of the
=Eaccoccoco> v ar e t=s -

Agency must
be run like

any business

BOSTON-A successful insur-
ance agent must run his agency
just like any other successful busi-
nessman and give individualized
service, a million-dollar producer
of American United Insurance Co.
said in remarks prepared for the
Million Dollar Round Table an-
nual conference here.

Jon McClintock, whose average-
size case with the South Bend, In.

agency is $75,000, told the Round

: "It has been my experience
that businessmen do business with
a particular agent because they
respect him as a businessman first,

and as a life insurance salesman

second. | spend a great deal of
time with my banker and CPA,
letting them know that | run my
business sheet just like every oth-
er successful businessman.”

This involves setting yearly

ggals, annual reviews, plans %frac- 1

n and up-to-date account s
vicing, said Mr. McClintock.

"l always have an agenda which
goes into some depth showing him
(the client) an outline of the plan-
ning that has been accomplished
to date. It never hurts to re-sell a
program, and to make sure that it
still remains as viable today as it
was a year or two ago.

"Interestingly enough, the very
act of talking about planning that
has been accomplished will lead
you to additional sales because of
changed conditions in regard his
business and/or estate," he said.

The Million Dollar Round Table
has as its members life insurance
producers who have sold at least
$1.25 million of life insurance in a
vyear and at least that much life
coverage in each subsequent year
to continue as MDRT members.

To find the markets that are
ready for insurance, Mr. McClin-
tock suggests that the man who
runs a business for others and may
run his own business someday is
the "untapped"” market.

To succeed in this, or any mar-
ket, "we must know what moti-
vates the business owner.” To
learn this, Mr. McClintock advises
that the producer get the owner to
relate what his priorities are be-
cause then "all you have to do is
listen and then find a solution to

his problerms_"" -



We protect your business where

it's most vulnerable. 1

e

Even the best commercial fire policy araund can't
pay your employees or your on-going bills when
disaster pulls your earnings out from urder.

And it can't help you keep operating so your loyal
customers stay loyal customers.

Our new combined Blanket Earnings and Exira
Expenses policy can.

We'll reimburse you for earnings lost while your
business is disrupted and for at least 3C days aftar
you reopen. You can add up to 360 days if needed

We'll cover the expense of setting up a temporery
operation from your present quarters or new locat on
nearby if it's possible.

Otherwise, we foot the bill to expedite repairs.

Even if it means over:ime. Because the sooner vou
get back n business the fewer customers you lose.

We've also cone away with the oid bugaboo, the
standard co-insurance clause.

And we were the first company tc offer such broad
coverage for any number of locations under one
policy witn ore limit, making it an iceal remedy for
claims headaches.

It's exactly this sort of sound insurance idea that's
been keeping us going strong since before
ine Civil War.

Call an indeoencert agent for The St. Paul about
cur new cambined Blanket Earnings and Extra
Expenses coverage today. He's in the Yellow Pages.

Strau
Property & Liability
Insurance

ty Atfiliate
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We won't claim there's a simple solution
to all business cash flow problems.
Bu ... Northwestern National Life has
developed a number of unique
insurance plans designed to eliminate
the age-old dilemma of over-collecting
premiums, then returning them at the
end of the risk period. We call them
our "Cash Flow Concepts:"

Expenence Rated Life Plan

Retrospective Premium Plan
Minimum Premium Plan

Administrative Services Only Plan
Stop-Loss Insurance Plan

with Self-Insurance

Securities in Lieu of Reserve Plan
Extended Grace Period Plan

Northwestern National Life offers

all these cash flow plans in countless
combinations and variations. And,
more importantly, we offer a good deal
of experience implementing them.

So you get the maximum dollar impact
on cash flow. Managing cash flow

can get complicated. And that's where
we can be of real help. Just write

or call:

Al Benson

Northwestern National Life

Insurance Company
Box 20

Minneapolis. MN«55440
(612) 372-5350

NORTHWESTERN NATIONAL
LIFE INSURANCE COMPANY

HOMEOFFICE - MINNEAPOLIS, MINNESOTA

lustgri e.njue'llsend#oua full-c,l,r, 20" h 23")Cash Fic,u Chart!



PE SIECTIVE

FIDELITY INSURANCE:
EFFECTIVE SAFEGUARD "o

OR WASTE OF MONEY? .felm

"Unless a business knows the who, where, when, how and
exactly how much relative to a theft, it probably will not
be able to collect under its fidelity coverage.”

By FREDERICK E. HERNON

President

Management Inc.

IDELITY OR SURETrY insurance was
first introduced to the American busi-

ness community during the latter half of
the 19th Century. The first surety company
in the United States was the Fidelity In-
surance Co. of New York which commenced
business operations on April 7, 1866. The
company was formed for the purpose of
insuring "the fidelity of persons holding
positions of trust." Even though the Fidel-
ity Insurance Co. of New York lasted only
about a year before it closed its doors and
ceased operations, there was a demand and
need for fidelity insurance. That demand
and need for fidelity insurance was met in
the late eighteen hundreds by some of the
following forerunners in this phase of the
insurance industry:

Fidelity & Casualty Co. of New York
which started writing fidelity business in
1879 under the name Knickerbocker Cas-
ualty Insurance Co. of New York.

American Surety Co. of New York com-
menced business on April 14, 1884.

Fidelity and Deposit Co. of Maryland

was formed in 1890.

United States Fidelity and Guaranty Co.
was formed in 1896.

Fidelity insurance has grown significant-
ly since it was first introduced in 1866 as is
evidenced by the table below.

Even though the fidelity insurance field
has grown significantly in the last century,
it has not kept pace with the tremendous
growth of American business during the
20th Century.

In 1974 alone it is estimated that over
$30 billion was lost by American business
as a result of employe theft. A great por-
tion of this 1974 business theft loss was
covered by fidelity insurance. Yet in 1974
the 15 largest writers of fidelity bonds paid
out in direct losses only $123 million, an in-
finitesimal fraction of the total estimated
theft loss. According to the booklet "Safe-
guards Against Employe Dishonesty in
Business" published by the Surety Assn. of

America:

"The fidelity bond, or honesty insurance,
is a guarantee up to a certain stipulated
amount against financial loss caused by em-
ploye dishonesty. The purpose of the bond
is to indemnity the firm for loss of money
or other property occasioned by dishonest
acts of its bonded employes. The bond cov-
ers all fraudulent or dishonest acts includ-
ing larceny, theft, embezzlement, forgery,
misappropriation, wrongful abstraction or
wilful misapplication, committed by em-
ployes acting alone or in collusion.”

Now, the forementioned quotation sounds
great, but it doesn't go on to say that fi-

non.1.1 1.:q r911Rpri hv emnlove theft must

be proved beyond a shadow of a doubt.
This is the hooker. In the vast majority of
cases businesses don't know who committed
the theft, much less where, when and how
the theft occured. Unless a business knows
the who, where, when, how and exactly
how much relative to a theft, it probably
will not be able to collect under its fidelity
coverage. Then why have fidelity insurance?
"Safeguards Against Employe Dishonesty

In Business" says:

"Insureds frequently bond their person-
nel not solely because of the reimbursement
feature, but because, through their surety
companies' records and investigation ser-
vices, losses frequently are prevented from
occurring, and the sureties save the em-
ployers time and money by uncovering the
history of dishonesty of new employes.

As for the employes qualifying for bond,
they know that they have the endorsement
of the surety company which bonds them
and consequently the increased confidence
of their employer. They also are aware that
if they default they must answer to an im-
personal surety company for their defalca-
tions, and this understanding has frequent-
ly deterred a bonded employe from taking
his first misstep.

Adding up all these factors, the fidelity
bond assumes an essential role, along with
internal control and the independent audit,
in proper management and in influencing
efficient and honest employe performance."”

Based on my experience, acompany that
depends upon a surety company's records
and investigation services to do a security
background investigation of a prospective
employe may be just asking to hire a John

Dillinger. Take what-if anything-a bond-
ing company gives in the way of a back-
ground investigation report, but do your
own investigation if you want any mean-
ingful information. The fact that an em-
ploye is bonded may be a deterrent to em-
ploye theft in one out of 100 cases, but |
doubt it. Employes having to answer to "an
impersonal surety company for their defal-
cations" is a joke. When there is even the
slightest doubt of a dishonest employe's
guilt, chances are thie bonding company is
going to be on the side of the dishonest
employe to help break the case of the in-
sured so that the insurance company won't
have to pay the claim.

It might appear from the foregoing that
| am opposed to fidelity insurance. This is
not the case, except where a company has
no or poor internal control and industrial
security. In these instances fidelity insur-
ance is an absolute waste of money. How-
ever, when a company has adequate or
good internal control and there are rea-
sonable prospects of detecting and proving
employe dishonesty, then without question
there should be fidelity coverage. In fact, in
many instances the limits of fidelity cov-
erage should be increased.

Shown below is what is said about blan-
ket fidelity bonds by the Surety Assn. of
America:

"If there are a large number of em-
ployes to be bonded, a blanket fidelity bond
is recommended, of which there are two
forms.

The commercial blanket bond covers all
officers and employes collectively, and in
the event of a loss, regardless whether one
or more employes are involved, the aggre-
gate amount collectible is the bond penalty.
This bond is issued in a minimum penalty
of $10,000 and it has no maximum or ceil-
ing.

The blanket position bond also covers all

business insurance, June 28, 1976/19
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employes, but in the event of a collusive loss
the bond penalty applies to each indenti-
fiable employe involved in the loss. This
bond runs from a minimum penalty of $2,-
500 to a maximum of $100,000.

Both forms of bonds automatically cover
all new employes during the term of the
bond without notice to the surety and with-
out additional premium charge.

The principal advantage of the blanket
position bond over the commercial blanket
bond is its collusive loss feature. Obtain-
able in this form only, it permits recovery
for the full amount of the bond on each em-
ploye identified as participating in a collu-
sive loss. For instance, under a $10,000 Man-
ket position bond, where five employes act-
ing in collusion create a $50,000 loss, the
full amount would be recoverable if all
five were identified. If the guilty employes
cannot be identified, recovery is still avail-
able in the amount of $10,000 or the full
penalty of the bond.

If on the other hand, a commercial blan-
ket bond of $10,000 were in force in this
case, total recovery would be $10,000 wheth-
er or not the employes are identified.

If a concern has a large employe expo-
sure or could conceivably be subjected to
a catastrophic loss from the dishonest acts
of one employe or a group of employes, the
commercial blanket bond is preferable in
an amount estimated to cover possible loss-
es. If the concern has a relatively restricted
exposure and losses may be expected to
run within a reasonably limited area, the
blanket position bond appears the logical
selection, particularly in view of its collu-
sive loss feature.

While a blanket position bond may be
sufficient for some firms and a commercial
blanket bond for others, a combination of
both forms may be arranged for larger
firms with greater exposures. Where the

Continued on following page

LARGEST FIDELITY-SURETY WRITERS Calendar year 1974 (including direct loss experience)

Status™

Rank Company or Group

1 Aetna Life & Cas.

2 Ins. Co. of N. Amer.

3 Hartford Fire Group

4 Fidelity & Deposit

5 Continental Corp.

6 St. Paul Cos

7 Chubb/Pacific

8 Firemans Fund Group
9 United States F&G
10 Cumis Ins. Society

0O0>»» 00> > >» 0>

11 Employers Wausau
12 Reliance Ins.

>
0

13 Transamerica Ins.

>
0

14 Western Surety Co.
15 Amer. General Group

0

TOTALS

Association Rate Companies
All Others

All Companies

*A-Association Rate Company 0-All Other

Direct Y%
Premiums Al

Written cos.

$ 22,836,451

Direct
Premiums

Earned

Direct
Losses Loss

Incurred Ratio

11.2 $ 23,100,155 $ 8,515,515 36.9
19,644,714 9.7 19,871,070 12,582,785 63.3
19,580,197 .6 17,889,204 12,103,792 67.7
15,012,406 7.4 13,643,110 7,903,482 57.9
11,316,892 5.6 12,925,466 8,773,058 67.9
11,090,158 5.5 10.648,242 7,009.847 65.8
10,643,054 5.2 12,594,525 14,436,189 114.6
10,136,470 5.0 10,967,241 4,215,552 38.4
8,387,703 4.1 9,117,275 4,158,540 a5.6

6,449,797 3.2 4,373,933 2,400,080 54.9
5,021.135 2.5 6,798,961 6,813,892 100.2
4,317,815 2.1 4,357,737 2,920,137 67.0
3,829,017 1.9 3,847,708 1,918,664 49.9
3,755,576 1.8 3,654,715 116.649 3.2
3,391,321 1.7 4,144,797 1,685,010 40.7
$119,418,085 58.7 $120,326,879 $ 62,526,194 51.9
$ 83,986,778 41.3 $ 87,397,287 $ 60,411,063 69.1
$203,404,863 100.0 $207,724,166 $122,937,257 59.2
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PE SPECTIVE
UNINSURED LOSS (by business and employe)

clauses in fidelity policies that seem to re-

F I d e I Ity - e s quire special attention. Some of these )
clauses that may require special consider- Business Uninsured
Continued from preceding page ation are as foll Employe Loss Bond Loss
Salvage cla se It |s suggested in most Wholesale Produce Bookkeeper
bond amount under a blanket posrtron bond mstances hat "full salvag &"be present in B facjure r}é}t a?ta $ 1Sfé8§80$2205§§8 $ 160,820
5 > 23,000
'sal- mg upp IeS Vvarenouse 17 600 > 500 14 500

Moot e g i e el Tosulalowl o PO SBRES RS oo=eee

as primary coverage and a commercial Man- tire loss is paid _
ket bond as excess Thus, the blanket po- 2 Notification by Insured, of defaulting Furniture Dealer Credit Clerk 22.000 5.000 17000

sition bond provrdes basic protection agarnst emplove Make sure the notification is "as Coal and Ice Co Bookkeeper 28,240 5,000 ’
loss caused by employes acting in collu- soon as practicable " Otherwise a valid  wholesale Grocer ’ : 23,240
diith fficlent, the claim may be disallowed on this technical- Hospital oot oo 29,345 12,500 16845
SR Dis Rroves Iasuficient g sigim may TSP Chief Clerk 15000 5000 10000
2;(3::3 g?‘g?]r:%? ;‘Z;:rgal\?re]:):gizswhether 3 Insunng clause. It IS recommended Pz:rc Ult|I|ty _I:aymaster 45,000 10,000 35,000
he coverage not r specific reasurer 99,139 25,000 74,139

ere h) er of employes are 1 be mentionad ¢ U Fatherany dis hon Machinery Mfr ’ ’ ’
bonJ] J bla qu nds areD Xg ?o or8er est or crrmrna[ ?S’ yas y zifszﬂ:;;ger 96,940 50,000 46,940
thce the}j oﬁ;er the ar deatest rotectio ]‘or4 Cut- [f cIaHse Theﬁmsure Shoud ne- [T'ep’artmeh’t Storg ook 65,891 20,000 45,8091

e prem llarana com avoraply gotia e d len cut erio 81,000 15,000 66,000
premrumwrse with the more |m|ted indi- three years. This wr al ow anadequate =~ Meat Packer Superintendent 43,404 10,000 33,404
vidual and schedule bonds Furthermore, discovery period for defalcations Automobile Dealer Distributor 98 700 50.000 ’
the danger of an unbonded loss is mini- 5A G . ’ , 48,700

ut?matrc or ]em parg Ty automatic eneral Mdse Cashier 55 000 = 000
mized since all eligible employes are cov- coverage of new ermployes Is in nnost cases tor Mfr Manager 30’ e 1o00 19,000
gred to.the full Amqunt ot the.hand.and 8 geod clause to have incorporated in the Reff frigerator Mfr, ~ seneo: cobre  Cmoa 29000
nggsrlgrgggégtc::fn%|nd|vrdual employes 6 Previous Dishonesty clause When an Rubber 'V!fg Bookkeeper 126,700 26,000 1 00,7’00
Insured acquires knowledge or information Steamship Company Asst Cashier 65,000 1.000 64.000
that an employe has committed a drshonest Advertising Bill Clerk ’

All premium rates are on an annual or fraudulent act (past or(present ithen  Auto Dealor o 90,875 10,000 80,875
basis, but any fidelity bond ma% be written at the time of discovery fidelity coverage ookkeeper 31,361 10,000 21,361
on a three-year premrum plan If fully paid of that employe terminates Department Store Floor Manager 18,500 10,000 8.500
in advance, there is a reduced term premi- 7 Cont.nuity of Insurance clause or Su- Foundry Bookkeeper 36,000 7.500 28 500
um thereby effecting a substantial saving perseded Suretvship rider. Make sure that ~ General Mdse. Manager 15.200 10.000 '

%Icost of tmetc%veran e which is rea- one of these two elements are present when-  Grain bealer Elevator M 26,306 10.000 5,200
sona € enougn to ever new or modified coverage is acquired Hardware evator Vianager <o, ) 16,306

How much honesty insurance is required _ Credit Manager 40,871 10,000 30,871
by a business9 There are many ways to When evajgatmg eXIStPGQ Pdellty cover- Mfr RadioTubes Several 48,000 20,000 28.000
calculate the insurance requirement, but one age or considering new fidelity coverage, Novelty Mfr. Shipping Clerk 34,696 12,500 2 196

ood approach is to determine exposure by the le aI arm of a company should be con-  oil Drilling Supervisor ’
p 30,882 10,000 20,882

s unct|on a\d Job cIaserfrcatron sul Some of the caseé (] er should Paper Products Warchouseman ’ : ’
wrt e function. As an example, in a consi er reading when Involve hrs aC-  Ribber Products , 25,551 15,000 10,551
reIatrver %ood sized purchasing department trvrty are shown below- Office Manager 150,500 25,500 125,000
there may be classifications such as clerical, Ciancetti vs Indemnity Insurance Co o " Tobacco Products Bookkeeper 43,000 10,000 33.000
expediting, assistant buyers, buyers, pur- North Amenca, 355 Pac (2nd) 1048 Wholesale Grocers ~ Cashier 52 348 10.000 42 348

chasing agents and director of purchases "Maryland Casualty Co. vs. Clements, 1971 ’ ’ ’
TOTALS $1,790,079 $473,000 $1,317,079

What is adequate fidelity coverage for a CCH (Fire & Casualt 1172 " "Lumber-

clerk is in no way suffrcrent to coverthe mens(MutuaI CasuaIyCo VS. Reeaul1t968 t il 0 fd |t |t |
OSYres |na OSI up 0 | [€ | | ra |n uero Ity In Some
E@{g i %@?% et dor et eatrry il
acgmp@pyugg ts Laly} el rysou ors clude ac are I A6VRT S A 1 rn
Sl sfﬁp ‘ééﬁsttt : %ﬁ?ﬁot{yﬁ ‘66 ﬁ
LIRS
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fidehty bonds However, there are a few onditio lity bond S iS an exc llent safeguard for the ro
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RISK MANAGEMENT NOTES

What are limitations on public adjusters?
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benefit tax slants

Freeze trust for terminating workers
to retain their favorable tax status

By JOSEPH S. ROBINSON
Attorney-at-Law

THE TERMINATION of an
ever-increasing number of quali-
fied retirement plans has caused
employe benefit managers to reex-
amine the various methods for dis-
tribution to participants. The trou-
ble is that when assets are turned

over to the. recipients at -the time.

of termination, it usually results in
the loss of tax deferred benefits to
them. Consequently, alternative
approaches are being explored
which can retain favorable tax
treatment for covered employes.
One way is to leave the trust
"frozen" until employes retire at
which time they can get a better
tax break on payouts of their ac-
count. In this connection, approval
of the Pension Benefit Guaranty
Corp. should be obtained.
Another choice is to purchase
nontransferable annuities with the
"frozen" fund and distribute them
to the plan participants. But the
annuities must be a bonafide an-
nuity contract-not a life insurance
contract. Otherwise, the employe
will be hit immediately with a tax.
An alternative route is to have
the employe's vested account de-
posited in an IRA set up by the
latter. There's a new law which al-
lows the tax-free rollover from
terminated retirement plans to an
IRA even though employes receiv-
ing such payouts continue to work
for the same employer. The new
tax break applies to payments to
an employe of his entire balance
from a terminated qualified plan
that has advised IRS that.all con-

tributions have been completely
discontinued.

Medical reimbursement plan for
officers of a closely-held company
wins court approval. A corporation
had a medical plan for its officers
under which it paid more than
$200,000 in medical bills for its
president over a six year period

Establish

deductibles,
extra layers

BALTIMORE-Product liability
will shortly eclipse the medical
malpractice of 1975 as an even
more severe test of the tort lia-
bility system, a panel at the In-
surance Services Office (ISO)
seminar here earlier this month
agreed.

George A. Stewart, vp, United
States Fidelity & Guaranty Co.
suggested as remedies the estab-
lishment of deductibles together
with the marketing of additional
layers of insurance coverage.

He also said the industry must
pursue legislative proposals to cap
jury awards, limit attorney contin-
gent fees and- eliminate punitive
damages.

Charles P. Bundy, state- nation-
al director for the Independent In--
surance Agents of Maryland -ex-
pressed concern that over-reaction
to the product liability problem.
might lead to further government
encroachment into the voluntany
market. Federal flood and crime
insurance programs set up in re-
Dent years are examples of such
encroachment, according to Mr.
F— v s a<il N _ -

following a stroke. He and his wife,
(the firm's vp), together owned
80% of the company stock. Their
daughters .owned the balance, but
only one of them was an officer.
The plan covered all uninsured
medical expenses. Ten employes,
other than the president, had a
separate group- insurance policy.
When the government sought to
tax the medical payments made to
the president as dividend income
under the theory that this was no
true plan for employes, the Tax
Court agreed. However, a Court of
Appeals overturned the decision
holding that a medical.plan can be

XYz Corpration

established for a class of employes
such as officers. Thus the payments
to the president weren?t taxable
income to him. (American Foun-
dry, Ct. of App. 9th Cir., 4/23/76)

Dental insurance is the fastest-
growing fringe benefit provided by
employers today. This dramatic de-
velopment has been confirmed in
a recent survey by The - Confer-
ence Board,a business research or-
ganization: Three hundred banks,
insurance companies, manufactur-
ers, and major corporations out of
a total of 1,500 that' were included
in the study now have such cover-

t3*.0VE.
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age. In 1972, only slightly more
than 100 of these same firms in-
cluded dental insurance in their
benefit programs.

The average cost per employe,
according to the Conference Board
survey, came to nearly $11 per
month: However, a dental plan
need not necessarily be prohibitive;
its costs. can be shaved by placing
limitations on coverage. Such cost-
reducing items as coinsurance, de-
ductibles, and maximum benefit
ceilings will affect the overall rate.

AnNn IRS survey finds the follow-
ing most. common reasons for hold-
ing up rulings on incomplete em-
ploye plan determination applica-
tions:

1. EIN .missing; 2. three-digit
plan number rnissing; 3. form not
signed by-applicant; 4. wrong form
or no form used; 5. form not filed
in duplicate; 6. Form 5302 (Em-
ploye Census) not attached; 7. line'
asking for total number of parti-
cipants not completed. 8. restated

«»« a Public

Offering?
Areyou insured”

Securities Act Liability
Insurance can protect managing
underwriters, the issuing com-
pany its corporate officers and
directors, and selling share-
holders against claims for alleged
misstatements, errors and omis-
sions, as specified in Rule 10b-5.
James can custom-tailor coverage
that will protect you for the full 36-

month statute of limitations. And

defense costs are also covered.

If you're considering a public
offering, call James to see what
risks you-might encounter, and
how they can. be covered. It's
worth looking into.

plan or working copy of plan not
furnished where (a) plan has been
amended for the first time to con-
form to ERISA participation and
vesting standards, or (b) plan has
been amended at least three times.
since the last restated plan was
submitted; 9. specimen copy of
formal announcement containing
description of plan to employes not
attached to application; 10. appli-
cant failed to include evidence of
compliance with one of the three
vesting nondiscrimination tests.
The treasury wants the states to
help regulate private pension
plans. It doesn't feel up to the job
of enforcing the new federal pen-
sion law and is saying so... espe-
cially to state tax administrators.
One state has already passed its
own pension law. That's Georgia.
IRS hopes you'll see a lot more
states get into this new game. But
it's doubtful that many employers
are looking forward to the pros-
[ — —— | s e —

Contemplating

For information, write or call:

East Coast

Michael Tilton or Robert McKeon
Fred. S James & Co., Inc.

55 Water Street

New York, N. Y. 10011

(212) 747-6727

Midwest

Reynolds Blossom

Fred. S James & Co., Inc.
230 West Monroe Street
Chicago, lll. 60606

(312) FI 6-3000

West Coast

William Kent |11

Fred. S. James & Co., Inc.

One Embarcadero Center
San Francisco, Calif. 94111
(415) 433-4800

James

Fred. S. James & Co., Inc.
Insurance Brokers since 1858

Insurance and RiskManagement Services
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'Our system is fully insured’

Fire-bombed firmm back in business

SAN FRANCISCO-AN arson-
caused explosive fire which gutted
the San Francisco truck terminal
of Associated Freight Lines, tar-
, get since May 3 of a strike by 15
Teamsters' Union locals in Cali-
fornia .and Nevada, will cost Los
Angeles-based Atlas Assurance
Co. some $500,000, minus a $1,000
deductible.

The fire also destroyed approx-
imately $30,000 in 40 shipments of

mixed interstate cargo, also in-
sured by Atlas. Home Insurance
Co. will pay the loss on seven fire-
ruined truck-trailer rigs, five trac-
tors and two flatbed trucks. Asso-
eiated's deductible for vehicle in-
surance with Home is, $10,000 per
loss.

Sorne 42 years of non-violent
strikes in this city were blasted by
the four-alarm Associated fire in

late May, first reported 12:25 a.m.

We are pleased to announce
the association of

LARRY W. BUCK

as Senior Vice President

of our Houston office

...UNICU

FRANK B. HALL & CO.

*~H 1 Jersey O7101. Call:

by Associated's security guard af-
ter he had heard a "loud explo-
sion" at the east end of the truck
terminal.

San Francisco Fire Chief An-
drew Casper and Fire Department
Arson Inspector James Mahoney,
both vehemently agreed that "this
fire very definitely was arson. It
will be thoroughly investigated as
such.”

Ray president of
Teamsters' Union Local 85, indig-
nant and upset, said "we have just
as keen an interest as the police
and fire departments in finding out
who was. responsible for the Asso-
ciated fire. We just do not condone
things like that.

"Our strike against Associated,"
Mr. Talavera added, "has been very
-effective and there just is no need
or justification at any time under
any circumstances to pull a thing
like that.”

Talavera,

.Associated, which grosses more
than $10 million a year hauling
over 200,000 tons of' general corn-
modities, covers 7,000 miles of
routes in Arizona, California and
Nevada.

San Francisco police reported
that the FBI- had received infor-
mation that "the company was go-
ing to be bombed over the week-
end" just prior to the $500,000 fire.

Cargo volume for Associated is
now a third of what it was prior
to the start of the strike. Associat-
ed previously did a business of
about $60,000 a day; it is down to
about $20,000. The company's loss
for May, exclusive of the fire dam-
age, was $500,000 and, according

to president John A. Pifer, secur-
ity costs alone have exceded $100,-
000.

In an unusual step taken "in
order to remain in business,"” Mr.
Pifer is now utilizing his long as-
sociation with the two insurance
carriers, Atlas and Home, in a
widespread appeal for support of
West Coast shippers.

"During the few brief negotiat-
ing sessions we had with the West-
ern Conference of Teamsters," Mr.
Pifer is now telling freight ship-
pers, "it became obvious that the
Teamsters were not interested in
bargaining but wishes instead to
simply force us into signing a na-
tional agreement.

"That is something to which we
will not voluntarily. agree,” Mr.
Pifer insists. "Associated is now

back in business.

"All of the merchandise moving

. in our system is fully insured, with

one of the nation's biggest and
strongest insurance carriers, Atlas,

. and all of our vehicles are similar-

ly insured, by Home Insurance.
(Some might consider it an
amusing irony that one claim
against the vehicle insurance was
to pay for damages. which occurred
when a newly hired Associated
driver, perhaps understandably
nervous in- his first day on the job,
struck and slightly damaged a por-
table toilet the Teamsters had
rented for use on its Los Angeles
picket line outside the Associated
terminal there. It was occupied at
the moment of impact but the oc-
cupant suffered no injury.)

"In the interest of providing a
safe place for our ernployes to
work," Mr. Pifer continued, "we
have assigned two men to each
truck, with the rider carrying a
camera and operating a two-way
radio. Guards also are on duty at

each of our terminals.

"We also have engaged rov-
ing professional photographers,
equipped with portable video tape
devices, to help prevent injuries to
our people, damage to our equip-
ment or commotion at our custom-
ers' docks.

Mr. Pifer's appeal to customers,
based on the "security provided by
cargo insurance" was described by
Dud Morgan, of Whitney & Baird,
San .Francisco insurance broker-
age, as "gusty and innovative.

"In spite of the violence Asso-
ciated has suffered,” Mr. Morgan
said, "and, now, the substantial
claims the two insurance carriers
will have to pay, the carriers, Atlas
and Home, are far from running
scared and we face no problems in
continuing the insurance coverage.”

Arranged for Associated by
Whitney & Baird on a combined
rate deal, the trucking firm's in-
surance premiums now approxi-
mate $500,000.

Ben Joyce, Associated's manager
of safety and claims prevention, is
concerned only with the possibility
that the San Francisco fire and
"violence-caused losses" at other
terminals may damage the ex-
tremely low claims loss ratio he
has achieved.

"By the end of 1973, under nor-
mal operating processes," Mr.
Joyce recalls, "the monthly aver-
age of claims had jumped to 425
and totalled $184,000. That claims

.loss represented 1.53%.of our 1973
.revenue, slightly above the truck

industry average of 15. %.

"In the first quarter of 1974,
when it jumped to 2%," Mr. Joyce
said, "we went all out to institute
loss control measures. We sue-
ceeded and the loss ratio by 1975
had been whittled down to 0.73 %,
which. is less than half the indus-
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london line

Insurers study foundry explosions

LONDON-Industrial plant in-
surers in the U.K. are waiting for
further details of a safety survey
into the risks of blasts at foundries
where metals are being cast.

The survey will be of wider im-
portance because there have been
five catastrophes in the U.S. where
aluminum plants have been
wrecked.

Research into these explosions
ha5 been started at Aston Univer-
sity, near Birmingham, where safe-
ty experts have been probing the
cause of explosions during the
"continuous casting" process used
for aluminum alloy materials.

Bill Simpson, chairman of the
British government's health and
safety commission, recently told
plant operatives: "World interest
is being shown in these catastroph-
ic explosions. Till now many peo-
ple thought that only aluminum
was dangerous, because of its
chemical reaction in certain cir-
cumstances.

"But continuous casting is a pro-
cess 'which is now being used in
various metal industries, including
steel and copper, and there is more
and more evidence that these vio-
lent blasts are physical in origin.

"It seems there is a risk of ex-
plosion when any two liquids of
dissimilar temperature are mixed,
if the hot liquid is above the boil-
ing point of the cooler 1qtlid.

"The preliminary findings are
important, but there is a great deal
of research work still to be done,
so the Government will finance
a further project into this prob-
lem in the hope of getting more
details. There is a lot of research
going on into this situation, espe-
cially in the US."

Problems which will hit the in-
surance market over the massive
$1.5 million award to the Kween
children in the California DC10
lawsuit have been reviewed in
Britain by one of the lawyers close-
ly concerned with the situation.

He is Denis A. Marshall, of the
law firm of Barlow, Lyde & Gil-
bert, which has been involved in
the case from the British end on
behalf of Lloyd's underwriters and
other interested parties.

Contacts with the Mcl)onnell
Douglas legal team are also among
his activities, so that he is able to
analyse the future issues of prod-
uct liability with detailed know-
ledge.

Summing-up the outcome for
the aid of attorneys in the English
Law Society, he commented: "It
appears likely that where U.S.-
made aircraft crash in future,
claimants will automatically claim
on the high scale applied by the
U.S. courts.

"If this is so, underwriters will
have to raise premiums to aircraft
manufacturers to cover this lia-
bility. But wider questions flow
from this. For if claims against
U.S. manufacturers are going to be
larger than, for example, U.K.
manufacturers, merely by the
chance location of the plant in-
volved in producing a crashed air-
craft, does this in any way consti-
tute unfair competition?

"Additional costs will fall on the
manufacturer with the highest in-
surance exposure. But large as the
capacity of the insurance market
is, it is not unlimited. If several
aircraft made by the same manu-
facturer crash in one year, there
might be a shortage of coverage
available for that firm. Who will
then step in to help the victims?"

Mr. Marshall asked if it was

right that compensation should
vary from one country to another,
just because of the place where the
aircraft was made. This was a
question that must be resolved in
the public interest, he said.

John V. Allen, legal adviser to
the Society of U.K. Aerospace
Cos., said both manufacturers and
insurers are now facing an "open
ended" exposure because of the
California legal situation.

A U.K. manufacturer, for ex-
ample, could now be joined with
the prime manufacturer is a poten-
tial U.S. lawsuit just because he
had made one component, and this

could lead to involvement in judg-
ments far higher than he had ex-
pected with normal insurance cov-
er in his own country.

The insurance market "might
contract or disappear" if this hap-
pened, he predicted, suggesting it
is time for governments to step in
with catastrophe insurance pro-
tection.

Talks had begun in Europe along
these lines, he added, in the hope
of providing extra aviation cover-
age for catastrophes in the same
way that various governments had
agreed to provide additional nu-
clear cover in the event of major
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disasters.

Roy Beldam, another British
lawyer, expressed the view that if
the DC10 lawsuit had been lodged
in English courts, it would have
led to a top award of $80,000 being
given to the Kween children un-
der British laws, because they are
far more restrictive than U.S.
courts on compensation principles.

Efforts are being made to intro-
duce no-fault auto insurance into
Britain where lawyers still oper-
ate on a system of proving liability
before claims are settled.

Parliament has been studying
no-fault developments in many
parts of the U.S. and has sent a
government-appointed commission
to study its workings in various
states.

Though some M.P.'s have been
demanding early moves to bring it
into operation, it is now felt that
it will be at least two years before
there is any real chance of it being
adopted.

A report on its effects both in
the U.S. and in Europe, as well as
in Canada, Australia and New
Zealand, will be presented to Par-
liament in 1977.

Then there will be a big debate
on the merits of abandoning the
traditional British system of litiga-
tion for liability, which has worked
satisfactorily for so many cen-
turies as there is no contingency

fee scheme for lawyers in Britain.

Conservative M. P. Graham
Page, however, believes there is
a rising trend in auto liability
claims which is costing $80 million
a year in court inquiries.

He has surprised insurance com-
panies by arguing that no-fault
would mean savings in many direc-
tions, but they oppose this on the
ground that unlimited liability
could run them into heavy losses.
Underwriting profits of commer-
cial insurance companies in Britain
have been running at the low rate
of only 0.4% on premium income
of $1 billion a year. -
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1976 celebrates the 65th anniversary of group life insurance (the first of the group

coverages) introduced by Equitable in 1911. We are proud to have been
the pioneer in such a worthy cause.

The intervening years have been filled with an incredible expansion of the original group

concept, and we are even prouder that more and more companies today

are looking to us to handle their complete group benefit plans.

No.lin new group premiums in 1911
No. lin new group premiums® in our 65th year

*1975 new business group life and health premiums and pension considerations, based on

available data from all group-writing companies.

THE EQUITABLE

lle A,u,am e Fx ier, 01 the Unit)| Std!,5. NY NY

Atlanta Larry Larkin 404/577-5400

Chicago John Whiteside 312/321-4780
Cleveland Lou Carroll 216/621-7715

Los Angeles Bob Alberts 213/381 -5432

New York City Ed Nordgaard 212/554-3889
Philadelphia Frank Raimo 215/561-3500
San Francisco Ralph Gordon 41 5/397-0800
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Candidates express insurance views

Oppose no-fault, differ on health care

LONG GROVE, IL.-Contenders
for the Democratic and Republi-
can Presidential nominations op-
pose federal no-fault legislation
but differ widely in their views on
the need for national health in-

Responding to queries pub-
lished by the public affairs news-
letter of Kemper Insurance Cos.,
Jimmy Carter, the apparent Dem-
ocratic front-runner, Ronald Rea-
gan and President Gerald Ford ex-
pressed their opinions on a va-
riety of insurance-related sub-
j ects.

All three favor state regula-
tion of no-fault automobile in-

Mr. Carter said, "l believe that
the decision on no-fault automo-
bile insurance should be left up
to the individual states.”

A spokesman for President Ford
said, "While the President is in
favor of no-fault insurance, he is
also in favor or more state regu-
lation than federal regulation in

this area.”

"Without Federal intrusion,

nnany states have been develop-
ing no-fault insurance laws, using
a similar model no-fault law,"” Mr.
Reagan noted. Others may not find
the no-fault approach desirable.
The matter should be left for the
states to decide.”

Mr. Reagan also voiced his oppo-
sition to federal workers' compen-
sation legislation, noting, "The
states should be commended for
their own efforts at reforming
workers' compensation laws."
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James E. Carter

Mr. Carter said the question of
federal workers' compensation leg-
islation is now under study by a
Carter task force on human wel-
fare. When the recommendations
of the task force have been re-
viewed by me," he continued, "I
will make my position clear.”

President Ford did not respond
to the question on federal workers'
compensation legislaticn.

Mr. Carter expressed support
for a national health insurance
plan, while both Mr. Reagan and
President Ford voiced their op-
position.

"l have not endorsed any pro-
posals now pending before Con-
gress," Mr. Carter said. "l have
outlined my own proposal for na-
tional health insurance which in-
cludes: Universal comprehensive
coverage; increased access to care;
emphasis on preventative medi-
cine; strong cost and quality con-
trols.”

Other aspects of Mr. Carter's
proposal include: "Preservation of
maximum personal interrelation-
ships between doctors and patients
and freedom of choice in the se-

lection of a physician and treat-

ment center.

"The program should be funded
through a combination of general
revenues and employer/employe
payroll taxes.” Mr. Carter believes.

"We cannot realistically afford

OSHA sees

ATLANTA-The emerging role
of the Occupational Safety and
Health Administration (OSHA) is
that of an advocate and architect
of balanced safety programming,
emphasizing safety training in in-
dustries throughout the country.
This view was expressed by Dr.
Morton Corn, Assistant Secretary
of Labor for OSHA at the Profes-
sional Development Conference
sponsored by the American So-
ciety of Safety Engineers (ASSE)
here earlier this month.

The creation of an occupational
health paraprofessional corps and
greater coordination of effort be-
tween OSHA and other federal
agencies are major goals, Dr. Corn
said.

Since taking office Dr. Corn's
top priority has been to investi-
gate and set standards regarding
"well known hazards relating to
chemical and physical agents which
may effect employe health at
work," he said.

In another session of the ASSE
conference, James R. Jensen, man-
ager of General Electric Lighting
Institute blamed insufficient light-
ing as the cause of 5 % of all in-
dustrial accidents each year.

President Gerald R. Ford

federally dictated nati)nal health
insurance providing fl_11 coverage
for all 215 million americans,"”
said the spokesman for President
Ford. "The experience of other
counties raises questicns about
the quality as well as the cost of
such plans. But | do Envision the
day v-hen we may use the private
health insurance system to offer
more middle income families high
quality health services at prices
they ian afford and shield them
also front catastropnic illnesses.”

Mr. Reagan said he doean't be-
lieve compulsory f.deral health
insurance "would improve the
quality and quantity of health
care available to the American
public.

"Nearly all Americans who want
health coverage have it available
by means of private Insuance pol-
icies, group policies, Medicaid and
a myriad of state and local health

Reagan said.

programs,” Mr.
"From our experience of federal
involvement in the health care
area Brough Medicaid and Med-
icare we know that health costs
have skyrocketed as the govern-
ment has intruded.”

The candidates were a 'so asked
if ind-vidual commuli.ies should
be forced to adopt stringent fed-
eral -and use standards before
residents of those ccmmunities

can qualify for participation in

advocate rol

Mr. Jensen said thaz figures
from a recent Na-ional Safety
Councl report indicate tha. poor
inumination and resilt:m eye fa-
tigue play a part in an additional
20% of industrial accidents.

"Of all aspects of envircnment,
there is evidence that lighting is
one of the most important to peo-
ple," Mr. Jensen said.

He suggested tha: it may be
necessary to re-examine the OSHA
recommendation of U foot:andle
level for safety lighting in Dertain
areas.

"Tests have indicated that when
emplores are adapted and accus-
tomed to a given light s)urce they
have no particular difficulty recog-
nizing standard safety colors down
as low as five foot candles. At the
42 foot candie level there bs dif-
ficulty in identifying colors under
some .ight sources,” Mr Jensen
said.

Glare is another major factor in
accident prevention, he continued.
"Reflected glare or tright images
reflecting into the eyes irom shiny
surfaces can be a problem in many
industrial operations The glare
problem often results .n seeing dif-
ficulty. eyestrain and fatigue and

Ronald W. Reagan

the federal flood insurance pro-
grarn.

The spoeksman for President
Ford said the President "feels that
state and local units of govern-
ment nuld make better deeisions
as to land use than could the fed-

eral government.”

"The federal flood insurance
program should not be usec to
coerce communities into adoE:ting
federal land use standards,” Mr.
Reagan stated.

Mr. Carter has not taken a po-
sition on the issue.

All :hree candidates favor con-
tinued regulation of the insurance
industry at the state level.

Mr. Reagan said that "ty the
nature of state regulation we end
up with more diversity and op-
portunkies to try varicukE ap-
proaches to the insurane needs
of consumers.

"The more competition that re-
sults,"” he concluded, "the better
will be the quality and the v: rie-
ty of insurance for the consume.”

President Ford's spokesman stat-
ed, "The heavy hand of gcvern-
ment has found its way into far,
far too many areas of our national
life. If there is one thing -ve must
never lose sight of, (it is: that a
government big enough to give
us everything we want is a lov-
ernmer.: big enough to take from
us everything we have.” -

e emerging

accidents.”

Although lighting may oe ade-
quate when initially installed. il-
lumination often falls rap: dky be-
low safety minimums. "The .amps
themselves depreciate in light out-
put overtime; dirt accumiLates on
fixtures. lamps and room surfaces
and out ages occur.”

"A simple periodic cleaning and
maintenance program will assure
maintaining an adequate light level
with originally well designed sys-
tems,” he concluded. -

Adiusters to Guam

Nine adjusters from the United
States have been sent to AgEna,
the capital of Guam, to handle
losses frim a typhoon striking the
area. The Underwriters Adjusting
Co. is coordinating claim assiln-
ments for insurers and orikers
through Ernest Brinkman, assist-
ant secretary, Underwriters Ad-
justing Co., 224 S. Wacker Drive,
Chicago. Il. The mailing address in
Guam :s Stan Posten, executive
general adjuster, e/0 Guamerica
Inn, P.O. Box 144, Agana, Guam.
Flooding and power outages have
caused damage in the Mariana Is-

lands.



SAN FRANCISCO-Refusal of
a world-renowned insurance com-
pany to approve a $500,000 out-
if-court settlement offer, which
then escalated into a $1.5 million
award to a four year old child in-
jured by a bakery truck, is blamed
for the loss to San Francisco of a
78 year old tradition, Larraburu
Bakery's sourdough French bread.

The bakery and the sourdough
"starter" responsible for its inter-
national fame originated in 1898,
when John and his brother St.
John Larraburu opened their first
bakery here.

Announcement nearly a year
ago of the huge damage award to
Terry Lee Spears, who suffered
irreparable brain damage, paraly-
sis and blindness in an April,
1972, street accident involving a
Larraburu delivery truck, coupled
with news that the bakery's in-
surance policies had limits of $1.2
million, triggered a costly "credi-
tor's run" on the company.

"The result," explains bakery
president Harold Paul Jr., whose
father, Harold Sr., 78, is board
chairman, "was a series of finan-
cial pressures which finally be-

came just too severe for us to
withstand.

"Currently,"” Mr. Paul said, "we
have no money, no flour, no bread
sacks, no wrappers and no sources
of financing and we must close
down the business.”

At the time of the 1972 accident,
Larraburu's primary insurance
was provided by Royal Indemnity
Insurance Co., one of the world-
wide Royal Globe companies. Ex-
cess coverage was provided by
Mission Insurance Co., with a limit
of $1 miillion. In pre-trial confer-
ences, attorneys for the injured
child indicated that they would
settle the case out of court for
$500,000.

"At that point,"” explains John
W. Herron, attorney for Larra-
buru," the primary carrier reject-
ed the settlement offer, in spite of
documented efforts by Mission In-
surance to get Royal Globe to cede
its interest. .

Mission, it seems, was willing
to pay half the suggested $500,000
settlement. The most that Royal
Globe would agree to was $75,000.
Just as the case was about to go to
the jury in Superior Court here,
Royal Globe indicated it would
settle for $250,000.

The jury came in with an award
of $1.5 million for young Spears.

On a motion for a new trial,
the trial judge granted the mo-
tion, conditionally, and reduced
the jury award to $1.25 million
which, with accumulated interest,
amounted to $1.5 million, was ac-
cepted by Spears' attorneys.

Royal Globe ended up paying a
total of $550,000 and Mission In-
surance paid $1 million.

Mission now has pending a law-
suit against Royal Globe, in an ef-
fort to regain at least part of the
$1 million it paid.

Larraburu also filed suit for
$25 million against Royal Globe,
on the basis that "the insurance
carrier's unwillingness to accept
the earlier settlement offer and the
resultant widely publicized jury
award started our financial diffi-
culties ending with complete
liquidation of the bakery."”

The Larraburu suit, seeking $20
million in punitive damages from
Royal Globe and $5 million for
loss of the business, will go to trial
September 27 in U.S. District
Court at San Francisco.

"There is a long-stanling con-
cept, recognized by law," explains
Mr. Herron, "that inherent in any

insurance contract is a covenant
of good faith and fair dealing. This
means that policyholder and in-
surance carrier each must act to-
ward the other with good faith."
Royal Indemnity is charged in
the Larraburu suit with breach of
this covenant in its failure to ac-
cept the out of court settlement

offer.

"At the time of the accident,”
Mr. Herron pointed out, "the con-
cept of contributory negligence
was law in California but that
concept did not apply to any in-
jury party under the age of five.

"There were witnesses to the
accident and police photos dis-
closed that stacks of bread could

have obstracted the truck driver's

vision, It seemed obvious that at-
torneys for the injured child could
make a good case in court.

"Thus," Mr. Herron continued,
"it also was obvious that the pre-
trial offer to settle for $500,000
was reasonable and within the
covenant of good faith and fair
dealing. We contend that Royal
Indemnity acted unreasonably in
rej ecting the offer.”

Spokesmen for the insurance
carrier at San Francisco have
denied the Larrabury charges of
"bad faith"” and have indicated
"we will fight out the case in court
next September.”

"We fully intend to fight every
inch of the way for that $25 mil-
lion,"” Mr. Paul said, "which we
will use when awarded and paid

PETER H. HELMER

District Manager

CHICAGO

LATEN L. CREECH

District Manager ,
GASTONIA
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to us to put Larraburu back into
the business of baking our long
distinctive French sourdough
bread.”

The bakery operated a fleet of
40 delivery trucks and eventually
employed as many as 40 sour-
dough bakers.

In the 1960's Paul pioneered the
idea of selling Larraburu sour-
dough French bread at local San
Francisco Bay Area airports, for
tourists to take home with them.
The bakery made more than 200
air mail shipments a week, send-
ing its French bread to Guam,
Honolulu, Saipan, Tokyo, Frank-
furt, Germany, London and even
to Paris, Single shipments were
made to every U.S. state and bulk
orders often were filled for cus-
tomers outside California, includ-
ing some famed New York restau-
rants.

Mr. Paul said the Larraburu
bakery plant "might"” bring as
much as $170,000 when sold by the

L,1d

THOMAS B. FLEMING t

Senior Account Executiue \

DALLAS

Geographically separated but solidly
together, they excel in providing

PROfessional group insurance service.
Consistent success. the kind that

comes only from years of experience
and dedication, places Pete, Laten,
Tom and Bud among Provident's top
group PROducers. Small wonder they
are welcomed by brokers. appreciated
by Provident policyholders, and
respected by competitors.

4 *t.

receiver for scrap. "The rest of
our inventory," he said, "will be
disposed of in such a manner as
to give Larraburu creditors as
much as possible.”
Anticipating a $25 million
award against Royal Intlemnity,
however, the two owners are blast-
freezing enough of the famed
sourdough "starter” for five indi-
vidual batches of "start” which
will be "safely stored in five dif-
ferent parts of the U.S., to sur-
vive for the day when Larraburu
again starts baking.” -

Kindler expands

Kindler & Laucci formed Kind-
ler, Laucci & Stewart Insurance
Brokers located in Fresno, Cali-
fornia, as an important step in its
expansion program. Ronald J.
Stewart, formerly vp and chief
executive of Zurich Insurance Cos.'
Western zone, will be president
and general manager of the new
facility.

BENNETT C.
SEVERSON

District Manager
LANSING

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

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

Provident

m.orly . Napmmr,

vms=N. r.33r1rrZl

GROUP DEPARTMENT
CHATTANOOGA

Offices in Principal Cities
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Well-trained adiuster is key to arson detection

SEATTLE-In 1975 arson sur- and president of the Seattle Casu- termine the extent of the loss, the insured and say this is what you winning They want a good win-

passed Car_theft_ as the number one alty Adjusters Assn. inventory and salvageable items say happened and this IS what we loss record when they come up for
property crime in the U.S Indus- "I'd like to see all adjusters left and what to do with them. found happened I'll give him a re-election,” says Mr. Daily
try studies indicate that direct ar- trained by the International Arson "I'll :ake as many photos as | chance to explain If he can't do There is no "rule of thumb" to

son losses amounted to $14 bil- Investigators Assm," says Mr can The need for pictures is so it satisfactorily, then I'll say some- measure what dollar loss is impor-
lion. Total arson losses ranged be- Daily "Today, only a few are But often overlooked, yet $25 worth are thing like 'lt looks like there may tant enough to go to court to try

tween $5 billion and $10 billion. the adluster must be a highly worth their weight in gold. | like be fraud here.'

and collect "But | feel that if even

But a well-trained adjuster can trained individual who can recog- to use a regular camera, not a "We want to give him the easy $1 in losses was caused by arson,
play a big role in keeping thgse nize arson-or the lack of it " Polaroid, because the prints turn way out We insure accidents I'd like to sue," says Mr Davis
losses down, says Bob G. Daily, He notes that "red flags are out better | especially want photos We're not guardians of morals At "Of course, that's impractical.”

Mutual of Enumclaw Insurance Co. raised to tip the adjuster off when of the inventory and salvageable this point, if we have a strong

arson is involved They may be items case, we may mutually agree to "When a case does go to court,
raised when you determine how forget the claim-but we can't we sit back like a general review-
the loss occurred, how the fire If Mr. Daily suspects arson, speak for what the prosecuting at- ing his ophons before he goes into

started If It was by an overload "one of the first things | do IS to torney may do," says Mr Daily

battle When we're ready, we have

IN fl atl OnN of an electrical circuit, it doesn't preserve or obtain evidence to It may take one to two months statements and physical evidence
bother me Arson probably wasn't prove it, evidence that will be pre- to investigate the fire and a lot of by fire reconstructionists-they

cCcoOoOn t r.’? involved. But if we determine tha_t sentabl_e befor_e a judge Ma_ybe It people have_ to look at the evi- keep the evidence because an in-

- the hot spot was in the closet will be an incendiary object, like denae By the time a suspected surance company doesn't want to

where there are no electrical out- a gas can

arson case goes to court, it may be accused of tampering with the

lets, or similarly, on a back porch, He'11 read the fire marshall's re- be nine to 15 months. "But some- evidence We have the fire mar-
To control the impact of a red flag is raised. port and sometimes interview fire- times we don't rmnd the delay. If shall report, etc
inflation you must know "Or, if in taking statements men. The fire department keeps an arsonist feels we're buildmg a "To a great extent, whether the
the precise value that's someone says that they heard an the name of the person who turned good case against him, he may case ever gets to court depends on
in-line with inflationary explosion or saw a back door in the fire, he'll get that person's just quietly let the claim drop" how thorough the adjuster was at

worth For precise Insur- swinging, I'll look twice Or if the statement "I'll knock on doors of But Mr Daily says few arson the beginning, since he is the one

ance coverage Accurate owner is undergoing a divorce ac- people close by... maybe some- cases are prosecuted "The insur- to preserve and present the evi-

sale or acquisition of

tion, is in debt and can't meet his one saw someone running from the ance company doesn't want to lose dence to the trial judge. If he

property We provide that payroll, another flag goes up Each building, or saw the rear door And juries today are less inclined stumbles, the msurer will probably

precise value with com-

prehensive, up-dated

situation differs, but a well-trained swinging, says Mr. Daily. Then, to convict a person for arson than say, "Well, we blew It, so let's get
adjuster will recognize that partic- he'll hire a fire reconstruction ex- for regular theft The Juries often on to something else.”

appraisals for commercial, ular red flag,” says Mr. Daily. pert, give him an idea of what feel that the insurance company is "That's why training is impor-
industnal and institutional happened and let the expert re- far better able to stand the loss tant,” says Mr Daily "A lot is
properties Write for Initially, investigators must as- construct the blaze than some guy who's got marital happening today, too. Fire depart-
Free Brief Facts booklet sume that nothing is wrong with Sometimes we'll need to have or financial problems ments around the country have

a claim until a red flag is raised, an engineer construct on paper Sometimes it's a double headed new instruments and methods to

=1

Current value for

current control.

he says. When beginning a fire in- what type of building it is, or a ax’' prosecuting attorneys often determine the hot spots, to collect
vestigation, an adjuster may make CPA to certify the type of inven- won't press charges unless they evidence Adjusters need to know
a phone call or two from his of- tory and the value of the salvages. feel they have a 50-50 chance of about these techniques'’

flee to check out the loss. Then, We may need an altorney Some-

he immediately goes to the scene times we hire several attorneys so

"The adjuster must take prompt that eventually our evidence wiill M I I 1 t
COATS & BURCHARD COMPANY action to get the ball rolling; this be turned out of court," says Mr. ay a OW Ca rrl e rS O

4413 Ravenswood Ave Chicago Il 60640

Professional Liability Insurance

Professional insurance for Architects, Engineers and Construction
Managers requires a detailed analysts of exposures and hazards to

is most important We need to de- Daily.
In many cities, police and fire

e e . ChOOSE regulatory body

GAM in investigating fires, he says

UNDERVVRITERS, INC.

"They can tell the type of materi- WASHINGTON-A dual regu- consideration.”

als used They even have sniffers latory system for the insurance in- While the senator's proposal is
to find the inflammable materials dustry, akin to the system that al- only at the .thinking state" and
and hquids, or to look for "hot lows banks to opt for either state "not fixed in concrete,” he said

spots” that signal arson. or federal regulation, was suggest- the check on “overregulation and
ed by Sen Edward W. Brooke (R- sloppy regulation at the state level
"Most statements are recorded Ma.) earlier this month. would occur as companies seek
AI"ChiteCtS, EngineerS and now. These are presentable in Referring to the Justice Depart- regulation at the level where they

court. rve even heard of one Cali- ment's study of the 1945 McCar- will have maximum flexibility

Construction Managers fornia firm that can take taped ran-Ferguson Act, which provides while st11 avoiding the potential of

statements and analyze the voice the insurance industry with im- paying for other companies' mis-
pattern in a way similar to poly- munity from antitrust laws in re- takes

graph tests. In some cases, the re- turn for state regulation, he ack- 1, for one, would urge that any
sults have held up in California nowledged the "historical resis- federal insurance regulator rely
courts. It is not ironclad, so wheth- tance" of msurance compames to upon the market rather than rate
er they'd hold up m other states, federal regulation setting to promote the lowest pos-

ensure that the very best Insurance obtainable Is secured to close all I don't know," says Mr. Daily. "However, the recent spate of sible costs to the consuming pub-

possible coverage gaps

He notes that he tries to get insolvencies and the difficulties in lic, sen. Brooke said .
statements within the first two to rate setting encountered over the
three days after a loss. ~Other- last year might be causing some of

o licati ist ind loping th infor- H
ur application assists you In develioping the necessary infor wise, memories may be dull or you to rethink your stance,"” Sen I nte rm atl on al

mation to identify these exposures to loss, but more important to you
and your clients, our specially designed Professional Liability Policy
fills even the most demanding insurance requirements of your Archt-
tect, Engineer or Construction Manager professional

people maay tend to believe what Brooke said
other people have told them. The ranking minority member -

"Early on, | must confer with of the Senate Bankmg Committee re I atl ons fo r
the insured to appraise him of what told the Insurance Information In-

to do If the owner is clean and Etitute's annual government brief- .
Some of our "extra® areas of protection include was a victim, we usually get his Ing here June 16 that he and his tWO ad U Ste rs
- Worldwide Coverage cooperation. If someone is trying staff are working on a legislative
to do him in, he's usually got an package that would allow insur- EAST ORANGE, N J.-Two
- Full Retroactive Coverage for all Prior Acts idea of who it is It may be his ance companies to opt for either leading adjustmg firms have
- Faulty Workmanship Coverage wife, even. If it is a house fire, federal or state regulation. agreed to act as correspondents in
women are sometimes more prone the United States and Europe to
- Libel and Slander Coverage to try and destroy the nest. Some- Companies which opted for a assist one another in the assess-

- Bridges, Tunnels and Dams

Write or call us now for applications to meet your duty to your
clients to give them the best protection offered anywhere

Boundary Surveys

Soil Analysts

OS4 3.4

Thomas F Sheehan CPCU
President

times we find that children play- federal charter would be free from ment and negotiations in adjusting
ing with matches may have start- state ,regulation and assessments multinational losses.

ed the fire. If so, we close the against state insolvency guarantee Sarasohn & Co Inc. of East
door, tnere's no use going any funds, he said. However, Sen Orange, N. J, founded m 1923, and
further,” says Mr. Daily. We've Brooke proposed the set-up of a LS Harris &Co of London, es-

and many more too numerous to mention learned that if we can't prove ar- federal organization similar to the tablished in 1865, announced the

son, we don't use the word." Federal Deposit Insurance Corp. agreement this month. The agree-
If a building owner is suspected which would provide insolvency ment will enable each to have the
of an arson fire, "We'll get a res- insurance for a fee advantage of home office advice
ervation of rights agreement- Insurance companies would be and local personnel to handle ma-
we'1l1 investigate it but we may not free to move from one regulstor jor insured property losses
pay it. to another, and no pressure would
be brought on them to obtain fed- Among the compames using the
YA L cart an 'l prefer to gather the evidence eral charters, he said. services of L S. Harris & Co are
carefully I'll take a recorded state- "This freedom of movement Flat Motor Co, Barclay's Bank,
Ram H Chandarana ACH happened, the cause of the fire and serves as a check on over-burden- Snakpak, Lillywhites Ltd of Lon-
Viee President the value of the items damaged. some regulation at either the state don, Trust House Forte Group,
Then, I'll leave him and get the or federal levels,"” the senator said Beecham Group, and Smiths-a
value of what was damaged. The Reaction to Sen. Brooke's speech part of the General Mills Group
insured must sign a statement of was a mixture of surprise and Sarasohn’'s Insured clients in-

120 SOUTH RIVERSIDE PLAZA - CHICAGO, ILL. 60606 proof of loss. Then, I'd review all cautious optimism. "This is one of clude Union Camp Corp, Interna-
312/621-6511. 621-6495, 621-6493 - TELEX 25-3623 of this material with our attor- the first new ideas I've heard in a tional Paper, Ronson Corp, Loew's

neys Frequently there IS a differ- long time, one insurance company Corp., Alberto Culver Co, Gen-
ence of opinion. representative said. "We weren't eral Instrument Co., Agfa-Gevaert
"In that case, I'll then go to the expecting it It's certainly worth Inc, and Renfield Distillenes -
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Once again, on August 9, the editors of BUSINESS INSURANCE
will present their exclusive special issue devoted to profiles of this
country's leading commercial insurance agents and brokers.

The profiles will contain valuable information about the size. scope
of operation. number of employes. income. premium volume and
special services of insurance brokers and agents who have

responded to a specially prepared questionnaire.

1, 1970

This publishing exclusive-which last year was an advertising
sell out-is sure to attract the largest number of buyer/seller
readers ever assembled as an audience of an insurance publica-
tion. The profiles will serve as reference for buyers. underwriters,
sellers and others for at least one year. in making it a long-lasting
selling opportunity for your services.

VWHO WILL BE READING THIS ISSUE~?

« Over 58.000 corporate insurance buyers in the 16.500 most
important U.S. corporations (employing over 46 million
workers)

« Over 29,000 insurance agents and brokers

= Thousands of financial. association, union, consultant, and
government readers

This means that thousands of corporate insurance buyers and
financial executives will be reviewing these profiles while they are

in the process of looking for brokerage services. and thousands of
insurance agents and brokers will be reading their own profiles
and those of their competitors. Many other readers involved in risk
management, employe benefits and other asset- conservation
functions will be using this issue as an important buying guide.

Your advertising message-dominant and well directed to this
influential Business Insurance audience-is sure to bring you
reader attention and buyer action.

Remember, the profiles appear on August 9; ad closing July 27.

Take advantage of this invitation to reserve your ad space now.

the newsmagazine that just had to be.

NEW YORK: 708 Third Avenue. (212) 986-5050 CHICAGO: 740 Rush Street. (312) 649-5275 LOS ANGELES: 6404 Wilshire Blvd.. (213) 651-3710
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Greyhound appoints

director of insurance

surance for The Greyhound Corp, sury at Perdue

reporting to Robert M Egner, vp-
insurance Mr Petrula heads the

Mint Corp., Frankhn Center, Pa., Joined Chemetron Corp., Chicago, of readers moving into new or dd-
until the position was ' phased out" in February Mr Busse works in ferent risk management, emplove
a year ago. Since then, Mr. the management services depart- benefit or safetv/loss positions.
O'Brien has served as a consultant ment at Chemetron Mr. Gename We are mterested in admmzstra-
to the company Frank B Hall Inc said he expects to take over the tive, staff and support positions as
handles most of insurance man- function of security supervision well as managenal level jobs If
agement, working with David Dus- withm a year

tin, assistant to the vp of finance

at Franklin Mint

vou or anyone you know ts on the
move, pleast contact our Chicago

Constance N. Stancell, 28, was office, 312-649-5279

named employe benefits adminis-

The new safety supervisor at trator at Sybron Corp, replacing

George T. Petrula, 50, was ap- for the risk management function Allis-Chalmers Industrial Truck Monica Quagliata who assumed
pointed corporate director of in- and reports to the director of trea- Division, Matteson, Il, 15 Roger L. responsibility for the company's
Gename, 22 Mr. Gename, who pension plan Mrs Stancell reports
madored in occupational safety and to the superintendent of employe and Welfare Plans Inc (APPWP)

APPWP appointments

The Assn of Pnvate Pension

Alabama Power Co, Birming- health at the University of Wis- benefits and is responsible for re- appointed four new regional chair-

risk management department and ham, restructured its tax and in- consin m Whitewater, Joined Allis- viewing beneft programs and pre- men They are John L Brown,
has responsibility for administer- surance department, creating a Chalmers on June 7 He previous- paring the groundwork for changes Tennessee, Richard Harding, Ida-
ing corporate insurance He iS also new employe relations depart- ly worked as a safet> intern for in benefits She was formerly su- ho, Joey McCandless, New York,
executive vp of Pine Top Insur- ment Norman M. Horsley, 46, for- J. | Case Co , Racine, WI for six perintendent for life and health and Thaddeus Swank, Washmgton,
ance Co, a subsidiary of Grey- merly general cashier for the corn- months Mr Gename reports to claims at Aetna Life & Casualty D C /Baltimore Regional chair-
hound Three other appointments pany, was promoted to manager of the manager of employe and corn- Co, Newark, N J

were made in the risk management taxes and insurance, with respon- munity relations at Allts Chalmers

—_——

man disburse Information, coor-
dinate regional pension meetings

department at Greyhound They sibility for administering all prop- and replaces Rod Busse, who Business Insurance wants to know and develop membership

are. Dale C. Birch, 51, manager of erty/casualty insurance. He re-
financial operations, Patrick H. places C. L. Roberts, who was pro-
Langan, 51, manager of self-in- moted to manager of employe ben-
sured operations, and Daniel J. efits in the newly-created employe
Sielicki, 31, manager of risk man- relations department Mr Roberts
agement and loss prevention op- took with him the responsibility
erations All previously were for Alabama Power's group life,
Greyhound employes but Mr Eg- health and accident, AD&D, and
ner declined to give out their for- pension coverages when he be-
mer positions came benefits manager Other Job
changes in the power company's
Effective June 21, Donald H. insurance shift include Charles
Gallone was hired as insurance and Cranford, promoted from account-
safety analyst at Wallace Murray ing specialist to assistant head of
Corp, New York He replaces Jo- the tax and Insurance section, suc-
seph A. Rinaldi. who resigned m ceeding C. L. Black, who was pro-
April to Join ITT. Mr Gallone moted to senior market planning
previously was a loss prevention specialist, and W. L. Sanders, as-
representative with Royal Globe sistant treasurer, has assumed ad-
Insurance Co., Hartford, Cn In ditional responsibilities in the tax
May, the company promoted and Insurance section
Stephen G. Palenscar from insur- —
ance analyst to assistant manager- Eastern Airlines Inc, which
general insurance Both appomtees moved ItS entire treasury division
report to Merlin F Teed, manag- from Manhattan to Miami, Flor-
er-general insurance, who said the ida, hired William J. Ott Jr., 36,
company does not contemplate as its new director of insurance
filling the insurance analyst posi- Mr Ott is replacing Richard V.

tion. Porrett, who left the airline in

- March and is now with the Great

Inmont Corp, New York, pro- Atlantic & Pacific Tea Co (A&P)
moted three people m the employe in Montvale, N J Before accept-
relations department: Vincent J. ing the position at Eastern, Mr Ott
Tomo, 35, to manager-employe was manager of insurance and
benefits from manager-benefits ad- benefits for retailer W F Wool-
ministration; Claire A. Rex, 31, to worth Co., New York At this
m ana ger-benefits administration writing, his position is still open,
from benefits admnistrator; and according to R G Zimmerman,

classified advertising

RATES AND CLOSING TIME: $3.00 per hne, minimum charge $15 00. Cash

POSITION WANTED

Expertenced property and casualty per
son to assume responsibility as under
writing manger In large_commercial

with order. Figure all cap Zines (mannium-two) 30 letters and spaces agency 5 yea rs experience Salary open

per Ime; upper & lower case 40 per line Add two lines for box number.
Rephes a, e forwarded daity Closing deadline, Copy m written form in
Chicago offzce not later than noon, Monday, 7 days preceding publica-
tion date Publtshed every other Monday. Dzsplay classified takes card
Tate of $2850 per column inch, and card dtscounts on size and fre-
quency Mall ads to Business Insurance, classified advertwing dept.,
740 N. Rush St., Chicago, lllinots 60611.

HELP WANTED MISCELLANEOUS

PENSION
ACTUARY

GROUP LONG-TERM
DISABILITY

Savings of up to 20% or more may
be possible on your group long term
disability insurance We can dupl,
cate your present coverage and/or
suggest Improvements

The Defense Supply Agency,
Alexandria, Virginia needs an
Actuary to review Defense
contractors' pension plan

W G LTD ialist:
costs This Is a Federal Civil S ars =roup speciaiists rep

resenting many of America's leading
Insurors and offering nation-wide
coverage

Service position with a start-
Ing salary of $26,861 per an-

Please forward details on your exist-
num Please send resume or

Ing coverage to us for a non obliga
tory evaluation

GROUP BENEFIT PLANS

15670 W. 10 Mile Rd -Suite 106
Southfield, Michigan 48075

Stancard Form 171 (Personal
Qualifications Statement) to
DSA (DSASC-ZE) Room 8A
111, ATTN Code PA, Came-
ron Station, Alexandria, Vir-
ginia 22314

Box 750, BUSINESS INSURANCE
740 Rush St., Chicago, 111 60611

RISK MANAGEMENT-EUROPE
Multi lingual, qualified european eng:
neer, living in Europe Fire Protection/
Loss Control International Insurance
background Available as full time em
ployee or on annual retalner basis plus
expenses
Box 735, BUSINESS INSURANCE
740 Rush St., Chicago 111. 60611

MANAGER/CONSULTANT:
EMPLOYEE BENEFITS
DEVELOPMENT

Inovative expert m all employee and ex
ecutive benefits Proven leadership and
experience m developing and making oral
and written presentations to senior man
agement Full working familiarity with all
benefit-related tax and legal matters Re
peated success in analytical detail-orl
ented approaches to problem-solving and
In streamlining procedures Principal will
reply personally

Box 752, BUSINESS INSURANCE
740 Rush St, Chicago, 111 60611

HELP WANTED

PENSION MARKETING CONSULTANT-

Philomena Malone, 45, to benefits Woolworth's assistant secretary needed by large national construction

administrator from executive sec- and treasurer to whom Mr Ott

trade association to 1 ) help select net-
work of qualified chapter consultants 2 )

retary to the vp of personnel Mr used to report. In his new job at help manage and oversee network 3) be

Tomo replaces Thomas J. Gorey Eastern Airlines, Mr Ott has the

compensated on time and c,arge or per-
cent of head fee basis-consultant will

Jr., who left to become director of responsibility for the total msur- not participate in actual establishment

compensation and benefits at ance and benefit program He re-
American Broadcasting Cos Inc, ports to Charles Glass, Eastern's
New York (Bl, April 19) Mr treasurer

Tomo reports to the director of Other job changes at Eastern's
employe relations and is respon- insurance department include the
sible for benefits planning, general internal promotion of Linwood J.
management and labor relations Albert, 46, from supervisor to man-
backup work Mrs Rex IS In charge ager of employe benefits admin-
of benefits administration includ- istration; and the hiring of Derek
ing managing the claims staff F. Tyler, 44, as manager of insur-
Miss Malone works on benefits ance and claims Both Mr Albert
cost accounting, premium pay- and Mr. Tyler will report to Wil-

ments and life claims. ham Ott. Mr Tyler was formerly

- supervisor of group insurance and
Jay S. Etheredge, 34, was ap- pension administration in the Mi-
pointed assistant director-insur- ami office of National Airlines. At
ance division at Continental 011 this writing, he has not been re-
Co., Houston Reporting to the di- placed there Mr Tyler said his
rector-insurance division, he is re- main Job responsibilities at East-
sponsible primanly for mterna- ern Airlines would be in the pen-
tional and marine coverage areas sion benefits area
Formerly, he was manager of in- -
surance, property and taxes at the
Baroid Division of NL Industries Pool of America Inc appointed
Inc, Houston. No replacement has John J. (Jim) O'Brien, 50, direc-

Ft. Lauderdale-based Personnel

been named by the pretroleum tor of insurance, a newly-created
drilling fluids manufacturer Mr. position He reports to the compa-
Etheredge replaces Dean Surian, ny's general counsel and focuses
who joined Santa Fe International much of his attention on the work-
Corp, Orange, Ca. as insurance ers' compensation area "Though
manager (Bl, Dec 15, 1975) we don't have control of the work-
- site for our temporary help, we

Effective May 15, Geoffrey Ar- still have the responsibility for
nold, 26, was promoted to dlvision prowdng workers' compensation
controller of the poultry process- coverage and the burden of trying
1ng division at Perdue Inc, Salis- to obtain the cooperation of a dis-
bury, Md He formerly had interested employer,” Mr O'Brien
worked on developing a risk man- explained He also is responsible
agement program for the company for other property and casualty
along with Donald D. Long, in- coverages and insured employe
surance manager. Mr Long, 39, benefits Previously, he was direc-
now has taken over responsibility tor of insurance for the Franklin

of retirement plans Write ABC. P O Box Terra
8733, BWI Apr't, Md 212£0 Attn Mr

Marshall

FINANCIAL ADMINISTRATOR

Chemicals international, inc ,a dynamic 5A1 Agri Business corpo
rate headquarters in Sioux City, lowa’ This highly visible position is for
someone experienced In corporate risk management who would like to

broaden their responsibilities to Include assignments in the following
area Cash Flow Mgmt Banking Relationships, and Lease Administration

INSURANCE

This job reports to the Treasurer and w,11 involve contact with Corporate
Mgmt as well as occasional travel This is a hands on Job In an exciting

and demandinggngrowth environment, but it ts also a rare career oppor

tunity for the ri person

FOR

The Ideal candidate will have had at least 23 years of successful experi
ence in Corporate Risk Mgmt and m one or more of these fields Ac
counting, Finance, Banking, or Leasing Please send

our resume and

salary requirements to Mr'James F KiSela, Director of Personnel

BANKS

lliwi

Scarborough & Co , a leader in
providing insurance coverage
for banks and financial institu-
tions and a subsidiary of Es
mark/GSl, has an opportunity
in Wisconsin for an individual
with proven insurance sales ex-
penence and/or a knowledge
of bank operations This post-
tion reports to the Vice Presi-
dent of Marketing and involves
soliciting new business and
servicing existing customers

Ideal candidate mil probably
hold casualty and life insur-
ance and be a resident of Wis-
consin Attractive salary and
bonus opportunities with some
travel required. Please send re-
sume including current salary
in confidence to:

y TERRA CHEMICALS INTERNATIONAL, INC.
P O.BOX 1 la 51102

828, Sioux City, la 5

An Equal Opportunity Employer M/F

CORPORATE INSURANCE MANAGER

Well established diversified corporation located in desir-
able West Coast area seeks a qualified insurance profes-
sional to report to our Director, Risk Management Assign-
ment will require familiarity with casualty and property
insurance matters, and good working knowledge of loss
prevention and safety techniques Candidates should pos-
sess minimum of 5 years' corporate insurance experience
preferably in manufacturing Industry. Degree required
supplemented by formal insurance education

We offer attractive starting salary and sigmficant growth

D.J. Empey

Director of Personnel

GSl, Inc.

22214. Dearborn
Chicago, lll. 60601

An Eq.al Oppor#unity Employer M/F

potential. Please reply in confidence submitting resume
and salary requirements to

BOX 754, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

Equal Employment Employer



TheThird Country National.

When it comes to getting insurance,
he's The ManWithout aCountry.

T — —
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We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place business with AlLife.

Because, he can't get adequate
insurance coverage in the
country where he works, in his

own country or in his company's
homeland.

Al serious situation? Darn

right. Because Third Country
Nationals tend to be highly skilled
technicians or specialists. And
keeping them happy- and pro-
tected - is vitally important.

But it's not difficult.

AlLife has been doing it
for years.

With a plan that enables you
to offer a full range of benefits in
a single, specially-tailored policy.
Now, regardless of the nationality
of your TCNs-or how widely seat-
tered they are - you can provide
them with pension benefits, life
coverage, medical disability, or
accident. In any amounts.

Don't worry about local
laws or different customs. We'll
take care of everything. And don't
worry about the size of your TCN
contingent. We insure as many

TCNs as a company has-or as
few as ten.

For more information -

mail the coupon today.

ilif
I AmMmerican Intermnatiomal Life i

1 Assurance Company 1

Dept. 130-606-36, 102 Maiden Lane, New York, N.Y. 10005 |

Please send me a copy of your free bro-

chure about "New Concepts" in Third

, Country National insurance coverage.

' Name
1 (please primt)
1 Title
' Company
i Clt State Zip

, 130-512-36

At A Member Compan¥ of
€ Lmerican international Group



Unfortunately, many companies today are under-insured for property damage. But even
if they have adequate property coverage, they tend to overlook the necessity of Business
Interruption Insurance. Coverage that insures you for the business you'd lose while not
operating, often a greater loss than the property damage itself.

As one of the world's leading insurance brokers, Alexander & Alexander would not only
make sure you have this vital coverage-we'd do a lot more.

First, we'd go through your company very carefully, very thoroughly. We may
recommend important loss control measures that could make your company a safer risk and,
quite possibly, reduce your premiums. At the same time, we'd be helping to prevent a
catastrophe from ever happening in the first place.

If your insurance broker isn't helping you stay in business, maybe you've outgrown him.
And maybe you should talk to us.

Alexander & Alexander Inc., Information Services, Dept. F, 1185 Avenue of the
A'm,ericas, New York, N.Y. 10036, a_,
Alexander

SApexander



