
Bellefonte blows whistle on agency
By JOANNE GAMLIN

110 S ANGELES-Bellefonte
Insurance Co., a former captive
much heralded for having success-
fully grown into a third-party in-
surer, was facing millions of dol-
lars in losses from an association

with a managing general agency.
But the large insurance subsidi-

ary of Armco Inc. successfully
bought stop loss coverage two
weeks ago in London, capping its
losses on unreinsured aviation po-
licies at $50,000 per aircraft and
$500,000 aggregate.

Bellefonte also obtained on

March 14 a temporary restraining
order against its former managing
general agent, preventing Omni

Aviation Managers Inc. from han-
dling premium money on behalf of
Bellefonte.

Bellefonte charged in a lawsuit
filed in superior court here that its
former managing general agent,
writing low cost aviation hull and
liability policies for small and
older aircraft, misappropriated
funds, converting premium dollars
to its own use.

Omni Aviation Managers Inc., a
10-year old firm with offices at the
Van Nuys, Calif., airport, isthe ma-
jor defendant in an amended com-
plaint filed by . Bellefonte. The
complaint also names Omni's par-
ent company, Upstart Eagle, and
its chairman and founder, Michael
S. Eisenstadt.

Retro penalty policies

Aviation risks dispute
costs Hall $14 million

By MARGARET LeROUX

SEATTLE, Wash.-A book of
120 aviation retr6 penalty policies
written in the early 19705 for virtu-
ally every major airline was the
source of a $14 million settlement
announced Jan. 12 between Uni-
gard Mutual Insurance Co. and
broker Frank B. Hall & Co.

A Business Insurance investiga-
tion uncovered the source of the

settlement after Hall had declined

to comment on the settlement ex-

cept to announce it as required by
the Securities and Exchange Com-
mission.

The suit stemmed from the

broker's activity as a reinsurance
intermediary between the London
and U.S. aviation markets. At issue

was Hall's authority to act as a rein-
surance intermediary in the avia-
tion market for retro penalty poli-
cies and possibly Chinese retros.

The agreement between the bro-

ker and Unigard was reached on
the eve o f a trial scheduled for the

High Court of Justice in London
after a year o funsuccessful arbitra-
tion led to litigation.

Also named in the court action

were: Philadelphia Manufacturers
Mutual Insurance Co., the Lloyd's

brokerage firms of Thomas E.
Nelson Ltd. and Oakeley Vaughan
& Co. Ltd. and more than 70 other
insurers in the worldwide aviation
market. Mr. Nelson acted as un-
derwriter.

Under terms of the settlement,
Unigard will receive $14 million
over a five-year period from Frank
B. Hall to reimburse over $12 mil-
lion in losses never recovered by
Unigard from its reinsurers. The
broker is negotiating with other
defendants in the lawsuit for con-
tributions to the settlement. Stew-

art Wrightson, another Lloyd's
broker on the business, is contri-
buting $1 million.

The aviation retro penalty poli-
cies for hull and liability risks were
produced by the Los Angeles oS
fice of Frank B. Hall and Allen
Miller & Associates, which no
longer exists. Hall agreed to pay
the $14 million settlement because
Hall originally produced the busi-
ness.

The policies wereinsured by Un-
igard and included in that insurer's
reinsurance treaty with Philadel-
phia Manufacturers. The policies
were then underwritten in the Lon-

Continued on page 71

rThe inside story
Workers shun retirement
Employes want to work past retirement age, but
when they retire they will rely on corporate pensions
to provide a good income. A Harris survey: Page 49.

Reformers tackle work comp
After two years ofwork, a study commission releases
its recommendations for reforming Minnesota's
workers compensation law to control costs. Page 55.

Buy direct, New York told
| A state commission tells New York to bypass brokers

and buy directly from insurers, but agents, who
| helped thwart the move before, object again. Page 67.

The people column
page 74

Bellefonte's name is on 800 in-
surance policies issued so far in
1979 by Omni without placing rein-
surance for Bellefonte as the man-
aging general agent had agreed to
do under its contract with Belle-

fonte, the insurer charges.
However, no policyholder-

mostly individual pilots of small
craft-will be injured. The first
pages of 29 policies written are part
of the litigation.

As far as anyone knows, the situ-
ation with Omni is Bellefonte's

first bad expdrience since expand-
ing into the generalinsurance busi-
ness in 1968 after operating as
Armco's captive.

Bellefonte's amended com-

Continued on page 73
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Losses on small aircraft like these at the Van Nuys airport where
Omni Aviation has an office threatened to cost Bellefonte millions. Its
former managing general agent didn't reinsure the risks.
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At last! Insurers divulge
product liability loss data

By JOHN MAES

CHICAGO-Seven states are
now collecting statistics on prod-
uct liability premiums and claims
in response to insurance buyers'
demands overthe last few years for
facts on insurers' experience.

A wealth of product liability sta-
tistics will be available by year-end
from these states. And Missouri
hasalreadyreleasedtoBusinessln-
surance some statistics filed by in-
surers.

In addition, the Insurance Ser-
vice Office (ISO) and the National
Assn. of Insurance Commis-

sioners (NAIC) are calling on insur-
ers to extract product liability sta-
tistics from generalliability figures
by 1980 and report them to the or-
ganization.

Insurers are balking at the
NAIC's demand and complaining
about the varying reports required
in nine states so far, but they are
filing the reports, in some cases be-
latedly.

Of the 10 states that have either

passed or amended product liabil-
ity reporting laws last year, seven
of them-Nebraska, Minnesota,
Missouri, Kansas, Georgia, Florida
and Michigan-are already collect-
ing data. Three others, Illinois, Ari-
zona and Louisiana, require 1979
data to be filed next year.

The Missouri insurance depart-
ment released to Business Insur-

ance the reports of 12 major insur-
ers which show 1978 loss ratios on
product liability ranging from 2.3%
to 116.1%. But Jerry B. Buxton,
state insurance director, said the
information is still too "inconclu-
sive" for him to comment on what

the figures indicate about pre-
miums compared with losses.

Reporting requirements vary

Tort reform advances, but
business snubs Commerce's

model bill. Page 66.

somewhat from state to state, but
essentially they ask for: claims
filed and closed during the year,
the number of suits filed, the
amounts of awards and whether

cases were settled in or out of
court. These items are in addition
to figures on premiums and losses.

Missouri, Kansas, Nebraska and
Florida require information on
premiums and losses in all states,
while Minnesota requires compa-
nies that self-insure, have no insur-
ance or deductibles of $50,000.

Continued on page 65

Guidelines expand
pregnancy benefits
in dependent plans

By JERRY GEISEL

WASHINGTON-Employers
whose group health insurance
plans provide coverage for depen-
dents will have to provide for the
pregnancy-related expenses ofem-
ployes' wives, Business Insurance
learned.

Draft guidelines from the Equal
Employment Opportunity Com-
mission (EEOC) say that if an
employer's health insurance plan
covers the medical expenses of
spouses of female employes, then
it must equally cover maternity ex-
penses o fmale employes' wives. BI
obtained a draft copy of the guide-
lines before their publication.

The news that companies will
have to cover the pregnancy-
related medical expenses of male
employes' wives in their group
family health insurance plans will
mean an additional increase in

medical insurance premiums, say
insurance company actuaries.

Some employers already face 3%
to 4% hikes in their group insur-
ance plan costs when they add eq-
uitable benefits for pregnancy for
their female employes (BI, March
5). The actuaries would not imme-
diately predict how much family
health plan costs will rise with the
inclusion of pregnancy benefit for
employes' wives.

The EEOC guidelines are de-
signed to aid employers in imple-
menting the new federal law that
requires companies to offerequita-
ble pregnancy benefits in their
group health insurance and paid-
sick leave plans. The law goes into
effect April 29.

However, the guidelines are only
tentative. It is possible, though not
likely. that a new set of guidelines

will be published in late April just
Continued on page 71
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Well blowout kills 5, hurts 27

AIG pays workers comp loss
By ELLIS SIMON

MORGAN CITY, La.-An AIG
company insured the workers
compensation risk at an offshire
drilling platform that blew cut End
caught fire earfier this month, kill-
ing five and leaving three missing.
Twenty-seven workers escaped,
some with minor injuries.

The property risk WaS S3lf-
insured.

The AIG company wrote

workers compensation coverage
on the platform for Penrod Drilling
Co., which had been retained to
drill the gas well that suffered the
blowout, said an attorney for the
principal owner of the platform,
Placid Oil Co. of Dallas.

Both Placid and Penrod are

owned by the Hunt family of
Texas, one of the largest private oil
industry entrepreneurs in the na-
tion.

Most of the property damage on
the platform was to the drilling
equipment itself. The platform,
which has a structural value of

about $15 million, probably will be
salvageable, according to Armand
Gutierez, an attorney with Placid.

The fire resulting from the blow-
out was extinguished, but the gas
leak itself was not capped immedi-
ately. Red Adair Oil Well Fires &
Blowouts Control Co. was retained

to try to cap the well, Mr. Gutierez
said.

The Adair firm is still trying, but
a drilling rig, a jack-up unit, has
been towed to the site to drill a di-
versionary well to cut off the leak,
he explained. That added expense
and the business interruption in-
volved could put the loss into the
catastrophic category, Mr. Gu-
tierez added.

The fire had no effect upon 16
producing wells currently running
from the platform and no environ-
mental damage resulted from the
blowout o fthe natural gas well, Mr.
Gutierez said.

Since the platform was a fixed
facility, dead and injured crew
members are eligible for U.S.

Photo: Wide World

The property exposure is self-insured on the gas well platform burn-
ing in the Gulf of Mexico. Placid Oil Co. is the principal owner.

Longshor€men and Harbor

Workers benefits that are several

times higher than statutory bene-
fits for Louisiana and Texas.

U.S. L&H provides: deathbene-
fit of 50% of pay to a widow and
16%% of pay for each child up to a
maximum family benefit of two-
thirds of sa.ary. There is no upper
limit on death benefits. Total dis-

ability benefi:S under U.S. L&H
run two-thims of salary :o a maxi-
mum of $396.;8.

Benefits and maximum benefit
levels for weekly disability pay-
ments are «indexed to changes in
the nation.i average wage.

By comparison, death and total
disability benefits in Liuisianarun

from a minimum of 20% o f the

state's average weekly wage to a
maximum of two-:hirds the aver-
age weekly wage. At present, the
average weekly wage in the state is
S210 88.

In Texas, the maximum benefit
is $105 per week, increasing by $7
for each $10 increase in the state's
average weekly wage. The mini-
mumbenefitis$21. increased by $1
for each S10 hikeinthe state'saver-
age weekly wage.

Had a drilling rig been involved.
.njured crew members and survi-
vors cf those killed could have

sued Placid or Penrod under the
Jones Act, because a drilling rig is
considered a ship and no workers
comier sation exists. •

r-for your information-1

L

15 Minn. firms sue state official

for assignment to health risk pool
MINNEAPOLIS-3M Co., Minnesota Power & Light Co. and

Northern States Power & Light Co. are suing the state o fMinnesota
and its commissioner of insurance in U.S. district court. They've
been joined by 12 other corporations in the state.

Their beef: The 1976 Minnesota Comprehensive Health Insur-
ance Act's provision for "assessments" of companies that self-
insure their employe health benefit plans, to help pay for what is
essentially an assigned risk pool providing health benefits to per-
sons not insurable through traditional health insurance plans and
not covered by employer plans.

The companies argue that the Employe Retirement Income Se-
curity Act of 1974 preempts any such provision in a state law. They
have refused to pay the assessmentlevied by former commissioner
Berton W. Heaton, who formally advised the companies that if the
full assessment isn't paid "proceedings will be initiated to revoke
your right to doing self-insurance business in Minnesota." (Mr.
Heaton resigned Dec. 31 after state elections, but is still serving as
an analyst with the insurance department.)

Claims escalate in transit fire
OAKLAND, Calif.-Claims totaling $4 million have been filed by

10 firemen injured in a fire Jan. 17 that has closed the Bay Area
Rapid Transit (BART) underwater tube linking San Francisco to
the East Bay area (BI, Feb. 5).

More than 60 claims seeking considerably less have been filed by
passengers who were on board the BART train when the fire oc-
curred. Three train cars were destroyed, 46 people were injured and
one fireman died.

A claim has not yet been filed on behalf of the family of the
fireman killed in this blaze, according to Leonard Russo, whose
adjusting firm is handling liability claims for BART.

The business interruption loss is still unknown because the un-
derwater tube where the fire occurred has not yet been opened. But
since late February, BART has run buses across the bay ata 50 cent
fare costing the system an estimated $20,000 per day on top of a
$60,000 per day loss on the down line.

HMOs slice hospital stays in half
WASHINGTON-Health maintenance organizations held the

hospitalization rate for their members to half the national average,
according to a HEW report.

While the national average of hospital days per 1,000 Americans
was 1,022 in 1978, HMOs averaged 408 hospital days per 1,000 mem-
bers. Thatcompares with 488 days ofhospitalization per 1,000 HMO
members in 1977.

OSHA fines steel firm
CHICAGO-The Occupational Safety and Health Administra-

tfon (OSHA) has issued six citations and a $42,000 fine against the
Burnside Steel Foundry Co. where a Feb. 16 explosion fatally in-
jured four men (BI, March 5). Twelve others remain hospitalized.

OSHA alleged the company failed to maintain water draining
systems, failed to remove slag from clogged draining pits and did
not provide sufficient protective equipment. The firm was also
charged with requiring employes to work where molten metal
could come into contact with water or wet areas.

The blast occurred when a ladle containing molten metal tipped
and came into contact with apit ofstanding water. One worker who
was trying to free thejammed ladle when it tipped died a shorttime
afterward while three others died from subsequent burns and inju-
ries.

The United Steelworkers of America is considering possible le-
gal action against the company.

Federal work comp hearings begin
WASHINGTON-Hearings will begin this month on legislation

(S.420) introduced by Sen. Harrison Williams (D-N.J.) and Sen.
Jacob Javits (R.-N.Y.) to establish minimum federal standards for
state workers compensation programs (BI, Feb. 19).

Four days ofhearings are scheduled: March 27 and 28 and Apri12
and 3.

A&A pursues London ties
NEW YORK-Alexander & Alexander Services Inc. said it has

entered into formal discussions with Sedgwick Forbes Bland
Payne Group Ltd. to achieve a formal linkage.

The nation's second largest brokerage firm said previously it
intended to explore a "contractual profit sharing" arrangement
once merger o f Sedgwick Forbes and Bland Payne had been con-
summated (Bl, Nov. 27, 1978). In addition, A&A waited for comple-
tion ofits own merger with R.B. Jones last month before beginning
talks with the British concern.
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Digest packs cost-sharing into liberal plan
By REBECCA A. FANNIN ploye of the stock market, keeping up

The average expenditure does b with salary increases and stepping
PLEASANTVILLE, NY- not include money spent to main- ). up the funding of the pension

Reader's Digest showers its em- tam 80 landscaped rolling acres as ' i benefit
ployes with all kinds of liberal a setting forthe Williamsburg-style · The Digest also sped up funding
fringe benefits, but still requires mansion that is home for Reader's
them to share the cost o f group in- Digest employes Nor does 11 ac- 11

for the pension plan beyond the
- minimum ERISA requirements

surance count for the collection of original 4 "We're a conservative company
America's top-selling magazine French Impressionist artwork that 1' .

3 and wanted to make certain that

publisher, long regarded by other adorns the editorial offices as a cre- we're prepared We're funding at
employers as a protective and al- alive stimulus the fastest permissible rate," Ms
most paternalistic company, Instl- Farquhar said
tuted the stiff coinsurance feature But apparently Reader's Digest i
In KS health benefit program 60 can well afford the lavish benefits The pension benefit is very rich,
years ago at the suggestion of the it is famous for despite the huge Ms Farquhar said The plan uses
magazine's founders, long before 48% increase in benefit costs in the following formula to calculate
medical care costs had skyrock- 1978 The Digest's publishing busi- the benefit 2% times the retire-
eted nesses grossed $275 million in one ment salary, times the years of

Though the Digest has generally year, according to earlier estimates credited service with a maximum
been more concerned with gener- made by Forbes magazine The Di- benefit of not more than 90% ofre-

osity than economics, the shared- gest does not release financial fig- tirement salary less 75% of social
cost does help the company con- ures Since it is privately owned security benefits at age 65 The re-
tain its employe benefit costs The Reader's Digestfounders DeWitt tirement salary is based upon the
3,000 employes fortunate enough and Lila Wallace still own all the Photo Rebecca A Fannin

five consecutive highest-paid
to work for the Digest pay 10% of voting stock some 60 years after Reader's Digest prides itself on "being ahead of our time," com- years out of the last 10 years with
the monthly $14 group insurance they created the magazine ments Martha Farquhar while outlining the company's generous the Digest The benefit is vested
cost The two owners have been in- employe benefit plans. after 10 years of service

"It's very sensible to split the strumental in providing its em- Reader's Digest contributed $5
cost," said Martha Farquhar, the ployes with the most modern bene- too in transforming the magazine's numerous other benefits to keep million to the profit sharing fund in
Digest's employe benefits man- fits programs offices into a cheery home The co- ltS workers happy 1978

ager "The employes are more "We've always prided ourselves founder has personally seen that The pension and profit sharing The company annually contrib-
aware of the cost of the benefits if on being ahead of our time," said the Williamsburg mansion that funds represent by far the most utes to the profit sharing plan a
they are helping to pay for them " Ms Farquhar "For instance. we houses the editorial offices and the costly employe benefit and the percentage, depending on profits,
It's possible, in fact, that Ms started profit sharing in the early surrounding park-like area are most rapidly growing cost for the of the employe's salary to a maxi-
Farquhar will recommend they be '605 when it was a new concept maintained "She's a great behever Digest, Ms Farquhar said mum o f $25,000 and a minimum of
required to pay an even larger Reader's Digest has also experi- in keeping the physical surround- $3,000 The most common percent-
share of group medical costs mented with the four-day work inga pleasant," Ms Farquhar The company will contribute age used is 12%,Ms Farquhar said

Considering all employe benefit week Mr. Wallace gives employes noted $9 5 million to the pension fund in The profit sharing is vested at a fast
areas, however, other companies every Friday in May The founder Aside from the more obvious 1979, a $2 million increase from rate 20% for each year of service
would probably find lt difficult to chose May for the experiment be- fringes that greet the visitor to 1978 The year before, the pension after one year to full vesting after
match the Digest cause he liked that month best and Reader's Digest headquarters, the costs grew by 75%, a startling in- six years of service

Last year, Reader's Digest spent the workload lS lightest that magazine also provides liberal crease that Ms. Farquharattributes While other companies can
$165 million on benefits for em- month plans in profit sharing pension, va- to the need for additional funding match the Digest's profit sharing
ployes, averaging $5,500 per em- Mrs Wallace has played a i ole cation schedule, life insurance and because of the poor performance Continued on page 70

the benefit beat

N.Y. employes' union takes over benefit purchasing
Dental and prescription drug coverage will no longer be retirement plans A $160 million hourly profit sharing plan of a "prescription card" to retired employes over 65 that will

provided by New York state for its employes under a three- was changed to savings plan and profit sharing plans for allow them to chargeany prescription expenses over $2 to the
year contract worked out between the state and the Civil salaried and sales employes were changed to thrift plans An company's msurance plans
Service Employes Association (CSEA) Elimination ofthese existing defined benefit pension plan was made non- The company pays for all of the costs of the insurance for
programs and other minor "give-backs" are expected to help contributory to serve as the pnmary retirement benefit employes A self-insurance program covers everything but
the state keep a hd on benefit costs The company decided that profit sharing plans provided dental insurance which is underwritten by Metropoktan Life

In return for union concessions, the state will contribute good termination and death benefits, but fell short in provid- Insurance Co
$200 a year for each full time employe to a new welfare fund ing the career employe with an adequate retirement benefit
the union is establlshmg to provide dental, prescription drug Many retirees who had worked forthecompany 30 to 35 years New underwriter chosen
and other benefits for its 105,000 members The give-backs by and who had outhved the average life expectancy were not
the union are valued at $200 a year per employe receiving benefits because their profit sharing benefits ran Nappanee, Ind, has awarded a $22,000 life, health and ma-

Prescription drug coverage had been provided as part of out Jor medical insurance contract to Crown Life Insurance Co
the ma]or medical program which is insured with Metro- Thrift and savings plans were added to provide the em- of Canada to cover 25 municipal employes
polltan Life Insurance Co Dental coverage was purchased ployes with a capital accumulation device in addition to the Crown's bid of $22,923 36 was the lowest ofsix firms Other
separately by the state defined pension benefit companies bidding were Metropolitan at $31,758 48, Equita-

The state is also revamping its malor medical program to Approximately $42 million in profit sharing assets will be ble at $26,157 84, Occidental Life at $25,686 60, Travelers at
combine it with a primary medical plan now with Blue refunded to the plan participants because the profit sharing $25,122 24 and Blue Cross/Blue Shield at $23,307 12
Shield The new program will be put out to bid later in the plans were contributory and the new pension plan is non- Equitable had been the city's health and life insurer
year in hopes improved or equal coverage can be obtained at contributory. Employes, however, will be given theoptionto Workers are covered for $5,000 in life insurance and for a
no more than is currently paid take the refund or place it into the thrift or savings plan hfetime maximum of $1 million on health, accident and ma-

The new program will also increase deductibles to $75 per Jor medical
person and $225 per family from $50 and $150 respectively Benefits increased
Completion of the revision and selection of a new insurer is
expected within six months Sheetmetal workers at Buckeye Manufacturing Inc in Co- Pension costs equalized

lumbus, Ohio, have ratified a three-year contract that in- The New jersey senate has passed legislation equalizing

Maior medical increased creases life insurance for 50 employes to $7,000 from $5,000 payments to the state's pension plans by male and female
Also raised in the pact was sickness and accident coverageto employes Passage of the measure by the assembly is ex-

Maximum lifetime malor medical benefits have been in- $100 weekly from $75 which can now be collected for 26 pected to follow shortly, putting an end to 60 years of in-
creased to $150,000 from $50,000 in a three-year contract ne- weeks instead ofthe previous 13, accordingto union officials equities that have resulted in some female employes paying
gotiated between the New York Stock Exchange and Local Maternity benefits were increased to $400 per pregnancy $113 more a year than a man to the pension plan
153 of the Office and Professional Employes Union from a maximum of $200 Company contributions to the Pension payments by women would be lowered and pen-

The contract also provides for a maJor medical deductible pension fund for hourly employes will rise a total of 15 cents sion payments by men would be increased by a maximum of
of $100 per individual and $200 per family Previously the per hour over the next three years for each worker with at 06% of salary, according to William Joseph, director of the
deductible had been $100 per person least five years of service division of pensions However, increases or decreases would

Both benefits will be implemented during the first year of Prudential Insurance Co is hfe and health insurance un- be more likely to average about 0 3% of salary, he said
the contract In the second year, the basic dental plan will be derwriter The legislation calls for a formula adjusting pension pay-
expanded to provide coverage for or·thodontia, periodontics, ments in accordance with age and salary All persons at the
crowns and inlays Pension benefits up same pay level and age would pay the same contribution If

The dental plan is written by Blue Cross/Blue Shield of there were more women than men in a particular age and
Greater New York Metropobtan Life Insurance Cos pro- The 580 employes ofthe Crown Cork & Seal Corp ofBalti- salary class, pension payments by women would be reduced
vides major medical coverage The premiums are fully paid more recently won in contractnegotiationsanincreased ben- by a smaller amount than if men outnumbered women
by the stock exchange Dental coverage is on a"usual, cus- efit package that will raise pension payments by more than The state's pension plans cover 334,000 employes m state,
tomary and reasonable basis" with the insurer paying 80% of 25% over the next three years county, municipal and school distnct agencies, about 200,000
covered expenses. The contract between the company and the International of whom are women

The three-year contract, which covers 2,100 workers, pro- Assn of Machinists, which has been agreed to but not yet .

vides for wage increases of 10% the first year, 6% the second signed, calls for pension benefits to increase the first year to Benefit Beat keeps risk managers and emplove beneht
year and 8% the third $13 per month ofservice from $12 now, to $14 50the next year managers abreast of changes in plans around the country as

and $15 50 the third year well as other important developments We'd hke to know tf

Reti rement plans restructured Also included in the three-year package is an expanded you've made any chages or know of any signthcant develop-
eyeglass program to go mto effect in October, an increase in ments. Wnte Kathryn J, Mcintyre, Business Insurance, 740 N

Kellogg Co of Battle Creek, Mich, has restructured three covered orthodontic work to $750 from $500 and theissuance Rush St., Chlcago, Ill, or call (312) 649-5286,
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1979 RIMS conference

focuses on innovations
CHICAGO-Innovation '79 is

the name and theme ofthe 17th an-

nual Risk and Insurance Manage-
ment Society conference which
will be held here at three down-

town hotels April 29 to May 4.
The conference is offering three

distinct programs on employe ben-
efits, risk management and spe-
cific industry concerns.

The employe benefits agenda,
running from April 30 to May 1,
will cover cost containment, long
term disability, international bene-
fits and trends in retirement plan-
ning and funding. Dr. Hoyt A. Gar-
diner, president-elect ofthe Ameri-
can Medical Assn., will launch this
segment of the conference with a
discussion of the cost containment

study recently completed by the
AMA. Peter H. Turza, special coun-
sel to Sen. Jacob Javits, will dis-
cuss Title IVand ERISAatthe gen-
eral session on the second day of
the employe benefits program.

Funding alternatives for em-
ploye benefit programs, trends in
retirement planning and funding,
how to evaluate a health mainte-

nance organization, tax aspects of
executive compensation, pre-
retirement counseling, discrimina-
tion and employe benefits and
labor's view of benefits are just
some of the topics of the employe
benefit workshops.

Industry sessions, held on April
30 and May 1, are designed to allow

risk and insurance manal ers in the
same industry to exchange infor-
mation.

A panel discussion of pricing
and capacity will keynote the risk
managemen. segment of the con-
ference besinning May 2 with
panel members Leslie R. Dew,
managing director of Inseo Ltd. of
Hamilton, Bermuda; Maurice

Greenbers, president of American
International Group; E.J Gordon
Henry, chairman of Matthews
Wrightson Holdings L:6. of Lon-
donand RobinA. G. Jackson, man-
aging direc:or of Merrett Dixey
Syndicate of London

On May 3, f.ve differen: work-
shop sessions will examine risk
managemeni issues.

Also on May 2 and 3 47 risk man-
agement mir.i-seminars are sched-
uled.

On the final day of the confer-
ence, May 4. RIMS will present a
new programentitled, "TheFuture
Experience. A Kaleidosccpe ofthe
Unexpected." •

Socialist states query

N.Y. on exchange setup
NEW YORK-Three Iron Cur-

tain Countries have inquired abcut

the possibility of participating in
the New York Insurance Ex-

change either by establishing in-
derwriting syndicates or as part-
ners in a syndicate.

New York superintendent of.n
suranze Albert B. Lewis confirmed

that there had been inql-iries from
the socialist states, but he would n't
name them.

Cagitalization ofthe exchange is
one of the key challenges it faces in
its formative days, according to
Mr. Lewis. "We need to raise $70
millicn," he said. That amount
would be generated by forma:ion
of approximately 20 syndicates,
each capitalized at a minimum of

What's worrying everyone about
retirement systems?-

|Hinvites youto review
a landmark study of pensions 
by Louis Harris & Associates. 

The things employees and business leaders
told the Harris organization during its study
of American Attitudes 7bward /0768wns and
Retirement challenge many current assumptions.

Johnson & Higgins commissioned the study
to get a sharper focus on public issues involved in
this very complex subject. Harris polled 1,699
current and retired employees and a cross section
of executives at 212 companies. The data reveal:

o Why business and government can expect
heavy pressure for higher benefits.
o Why more employees than estimated want
to work beyond normal retirement.
o What employees say is more important than
guaranteed benefits, vesting orportability.
o What vital advice retired employees would
give to those currently employed.
o How business leaders really feel about the
unfunded pension liability problem.
o How employees and business leaders assess
private plans versus Social Security.
There is a wealth of information for business

leaders,Washington policymakers, and others in
this study of American retirement systems. You
are invited to review a summary.
Simply call 212-482-6062. Or write (on your organization's letterhead)
to Johnson & Higgins, Dept. KK, 95 Wall Street, New York, N.Y 10005.

Johnson*«i ms
The private insurance broker/benefit consultant

#b answeronlyto you

Discussingthepensionsurvey f ndingsatI,otis Harris a Associates:
Kenneth K. Ke,ne Johnson & Higgins Senio Vice Presidentand Chief Actuaiy,
Louis Harris and Arthurl Gdbbir., Jr.,J&H Vice-President, Employee Benefits.

EMPLOYEE BENEFITAND ACTUARIAL CONSUUING; RISK AND NSURANCE MANAGEMENT SER\,ICESTHROUGHOUT THE WORLD.

$3,550,000.
One syndicate has already been

capitalized by INA Corp. The syn-
dicate will be 100% owned by a

newly created INA subsidiary
called INA Reinsurance Exchange
Investment Co. Inc. and has been

capitalized at $3.7 million.
Underwriting management for

the syndicate will be done in-house
and it is likely that INA will seek

partners for future expansion, said
John Cox, president of Insurance
Co. of North America.

American International Group
has said previously it intends to
form at least one syndicate. Other
insurers, including The Atlantic
Cos., The Continental Insurance
Co. and Chubb and Son reportedly
are readying plans for participa-
tion in the insurance exchange.

Meanwhile, Parkington Associ-
ates Ltd., a New York underwrit-

ing management and excess and
surplus brokerage concern, said it
is seeking to become an underwrit-
ing manager on the exchange in
addition to a member broker.

In other developments, five of
the seven members o f the interim

board of governors have been ap-
pointed. Three· of those selected
were members ofthe Committee of

13 that drafted the insurance ex-

change constitution and bylaws.
The interim governors are: AIG

president M.R. Greenberg; insur-
ance consultant Donald Kramer;
appointees of Gov. Hugh Carey
and members of the Committee of

13; Chubb Corp. senior vp Richard
E. Stewart, Guy Carpenter & Co.
president Frank J. Tasco; appoin-
tees of senate majority leader War-
ren M. Anderson, and attorney
Jerome Kretchmer, an appointee
o f assembly speaker Stanley Fink
and a Committee of 13 member.

Mr. Fink has an additional ap-
pointment to make. Superinten-
dent Mr. Lewis is expected to
name Harold Eckmann, chairman
of The Atlantic Cos. and another

former Committee of 13 member,
as the seventh member of the in-

terim board. Marsh & McLennan

Inc. chairman L. Patton Kline was

previously named to the board by
Mr. Lewis, but Mr. Kline declined

the appointment.
Had he accepted, there would

have been two Marsh & McLennan

Cos. executives serving since Guy
Carpenter & Co. is also an M&M
subsidiary. •

Feds want more

benefit report rules
WASHINGTON-Pension plan

sponsors would have to furnish
plan participants with benefit
statements within 60 days of re-

ceiving a request for the informa.
tion under proposed Labor De-
partment rules.

The participant's accrued bene-

fit, the percentage of the accrued
benefit that is vested and the

amount of the accrued vested ben-

efit would have to be included in

the statement, according to the
new proposed rules.

If the participant has not accrued
a vested benefit, the benefit state-
ment must indicate the earliest
date on which benefits would be-

come vested, the Labor Depart-
ment proposes.

The information used in the

statement must reveal the plan
participant's benefit status as ofno
later than six months prior to the
date that he or she receives the
benefit statement.

Plan sponsors can comment on
the proposed regulation bywriting
the department by April. •



OF PREVENTION FAILS
HOW DO WE BEST ADMINISTER

THE POUND OF CURE?

This Wisconsin Historical

Society plague honors our
pioneer curative workshop
a prototype ot today's
rehabilitation centers.

T he true valueof effective

rehabilitation is simple...
eueryone benefits when an

injured worker returns to
work. Most of all the

worker, but also the family,
the employer and Society.

' hat's why, 50 yearsago, we opened the
insurance industry's first
physical therapy facility,
a curative workshop.
And that's why today,
we employ a nationwide
staff of full-time,
highly-skilled and
extraordinarily qualified
rehabilitation nurses.

udy Fabig of our
Twin Cities region is

a good example. A highly
experienced R.N., Judy
is now completing
requirements for an
advanced degree
in vocational

rehabilita-

tion counseling.

-4

he and her associates provideguidance and assistance in
medical, social, family, financial
and attitudinal matters to our

policyholders' injured workers
throughout Minnesota.

 11 aimed at helping the
El worker return to work as

soon as practical. To the original
job when possible, or to a new job

that matches the worker's

ability. And helps restore his
purpose in life.

udy Fabig and her colleagues
throughout the nation

personify the "typical" services
of an atypical insurer...
Wausau Insurance

Companies, where we make
sure business insurance

works for a living.

Come to the source

Wausau Insurance Companies
Employers Insurance of Wausau

,
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Ford faces $10 million

punitive damages plea
DETROIT-A Detroit-area

woman can seek $10 million in pu-

nitive damages from Ford Motor
Co. in a product liability suit stem-
ming from the 1977 death of her
husband, a circuit court judge
ruled here recently.

The punitive damages request is
part ofa $12 million lawsuitagainst
the auto manufacturer in which

the plaintiff, Judy Kay Keyes,
claims that fragments from a cool-

ing fan on a Ford automobile
caused fatal irijuries to her hus-
band in May 1977.

Roger Keyes, 25, was a mechanic
servicing the 1972 Ford Torino in

May 1977 when the car's cooling
fan fragmented and a piece caught
Mr. Keyes in the neck. severing an

artery, said Barry P. Waldman, a
Detroit attorney representing the
widow. Mr. Keyes died a few
weeks later, the attorney said.

"Ford had reason to believe the

product was defective" at the time
of Mr. Keyes' injury, but did noth-
ing about it, Mr. Waldman con-
tended. That charge is the basis of
the punitive damage request, he
said.

The National Highway Traffic
Safety Administration is currently
investigating the allegation. Ford
could be fined up to $800,000 if it is
determined the company knew of

the defect and potential danger
five years before any of the vehi-
cles were recalled.

If it is determined there was a

0 y

3

delay between the time the com-
pany first discovered the defect
and the time the vehicles were re-

called, Ford could be found in vio-

lation of federal law, a spokesman
for the agency said.

. Since May 1977, Ford has re-
called some 1.7 million cars and

trucks for replacement of possibly
defective "flex fans" which proved
to be susceptible to cracking and
eventual fragmentation of pieces

of the blade, said a company
spokesman.

Ford is largely self-insured for
product liability, according to the
spokesman.

It's been speculated that if Mrs.
Keyes wins her demand for puni-
tive damages it could set a prece-
dent in future product liability
suits.

Ford has been named in a string
of product liability lawsuits in the

last few years involving its cars.
losing two at the trial court level in
California.

4

Supreme Court OKs suit

against service contract
By JERRY GEISEL

WASHINGTON-The drive by
insurers to contain rising health
care costs through direct service
contracts may have been thrown
into reverse by a Supreme Court
ruling that antitrust immunity
does not extend to such arrange-
ments.

In a case of potentially far
reaching significance, a divided
court ruled that the purchase of
goods and services by Blue Shield
is not the "business o f insurance,"

and thus is not covered by the in-
surance industry's antitrust immu-
nity.

While the case only directly in-
volves arrangements between

Asteady handanda
flawless gem.

t

This jeweler has
theright

/ combination.

... AND ONIY ASSUREX
has the right combination to meet your most rigid standards.
Standards you set for yourself. . .like professionalism,
integrity and a responsive attitude.

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

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

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

ASSUREX INTERNATIONAL CORPORATION

6600 BUSCH BOULEVARD

COLUMBUS, OHIO 43229
614-888-4869

Diamond furnished by Diamond Cellar, Columbus, OH

health insurers and pharmacies,
observers said the ruling may ap-
ply to a wide array o fservice agree-

ments ranging from insurance
company contracts with hospitals
and doctors to those with automo-

bile repairers.
"The impact is potentially tre-

mendous," said Michigan antitrust
expert John L. Shoemaker. "The
way I read the case, any service
benefit plan that provides benefits
for a fixed fee is in trouble. I can't

see any other type of conclusion."
Insurers, though, hasten to point

out that the Court only said that
price-fixing agreements involving
insurance companies may be sub-
ject to antitrust challenge. The
Court did not rule that such ar-

rangements are illegal.

Still, being liable to antitrust
challenges could chill insurers' en-
thusiasm for some efforts to keep
the lid on health care costs through
service arrangements.

"Will an insurer even want to en-
ter into cost containment deals and

take the chance of being sued and
spend $500,000 in legal costs even
if it is found innocent later on of

violating antitrust law?" pondered
Edwin Soefing, counsel for the
Health Insurance Assn. o fAmerica

(HIAA) and a former senior trial at-
torney at the Federal Trade Com-
mission.

"There have been a lot of ques-
tions over the years why insurers
don't use their collective clout in

trying to hold down rising medical
costs," said a spokesman for the
HIAA in Washington. "This case is
a good example of one ofthe prob-
lems we face in trying to do that."

In the recent ruling involving
Group Life & Health Insurance Co.
(Blue ShieldofTexas), Blue Shield
asked every licensed pharmacist in
the state to sign a pharmacy agree-
ment.

Under this agreement, Blue
Shield subscribers who take

their prescriptions to participating

pharmacies pay a maximum o f $2
for each prescription. The pharma-
cist then is reimbursed by Blue
Shield for its cost of the drug.

Blue Shield ofTexas subscribers

who have their prescriptions filled
by nonparticipating pharmacists
must pay the pharmacist the full
price of the drug and then file a
claim with Blue Shield. They are
reimbursed for only 75% ofthe cost
in excess of the $2 deductible.

Eighteen Texas pharmacists
who didn't participate in the plan
filed suit contending that the Blue
Shield pharmacy arrangement is
price fixing and would put phar-
macists out of business who don't

participate. The nonparticipating
pharmacists also contended that
the $2 markup Blue Shield permit-
ted was too low to enable small

pharmacists to participate.

Blue Shield countered that the
pharmacy agreement constituted
the underwriting of risk and as a
result was protected from antitrust
litigation by the McCarran-
Ferguson Act, the 1945 statute that
exempts insurers from federal an-
titrust laws in favor o f state regula-
tion.

But the court, in the 5-4 decision,
said the agreements between Blue
Shield and the pharmacies serve
only to minimize the costs Blue
Shield incurs in fulfillingits under-
writing obligations.

The McCarran-Ferguson Act ap-

plies only to the "business of
insurance"-the spreadingand un-
derwriting of a policyholder's
risk-rather than any "business of
insurers" in which insurers make

arrangements to keep their costs
low, the court said. •



ID

l

Progress report.
Since its introduction by Shand, Morahan & Company last
year, Evanston Insurance Company has earned widespread
and rapid acceptance from regulatory authorities, brokers
and insureds alike. The company achieved gross written
premiums of over $23 million and has stockholder's equity of
$10,637,511 as of December 31, 1978.

Today, EIC is licensed to write all forms of casualty and
property insurance in the state of Illinois; in addition, it
has increased its eligibility to write all forms of surplus lines
from its original 10 jurisdictions to 37 states and the District
of Columbia.

EIC directly benefits from the highly effective and experi-
enced management of Shand, Morahan & Company. Be-
cause of this, El(3 has become a viable market underwriting
specialty lines of casualty business including professional lia-
bility, products liability and other miscellaneous coverages.

For more information on available coverages and a copy
of Evanston Insurance Company's 1978 Annual Report,
write to Shand, Morahan & Company, One American Plaza,
Evanston IL 60201.

EVANSTON INSURANCE COMPANY

F 1/
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IFA R F IS BUIr
TO WITHSTAN D

1.ON Po
WHAT HARM '

D A LITTLE
OWDOP

On January 18, 1978, 4.8 inches of
snow fell in Hartford, Connecticut.

That wasn't unusual.
But the entire roof of the Hartford

Coliseum also fell.

And that was very unusual. Some
even said it was impossible.

But the impossible is always
possible.

In fact, the chances of the Coliseum's
roof ever collapsing were about
5,000,000 to 1. But as every gambler
knows, even when the odds are in your
favor, you can still lose. Everything.

Fortunately, for Hartford, they were
covered.

Unfortunately, there are many
people with valuable property and
businesses who aren't covered. And

when the impossible happens, they can
lose everything. Their property. Their
business. And every dime they ever
put into it.

At American Home/National Union,
we don't think anyone can afford to
gamble. If you have property or a
business to protect, you should have
a DIC policy.

We call it our "Acts of God" Policy,
and it's a property coverage that
protects you from certain differences in
conditions beyond your basic property
insurance. It can cover any peril your
present policy may not include, like
physical loss or damage caused by
collapse, flood, water damage, earth-
quake or burglary.

. American Home/National Union,
member companies of AIG, are the
leading writers of DIC insurance

We can write it to cover al-

most any kind of exposure,
including your buildings, plus

personal property on the prem- ises. And we can write it to

cover the net profit you're pre-

vented from earning while 
you're closed for repairs.

We have high capacity,we're flexible, and we're also 
known for our ability to stay in
the business of writing DIC.
Come hell or high waten (After
Hurricane Agnes, we were one
of the few companies who
continued writing DIC.)

In addition to DIC, we're also the larg-
est writers of Inland Marine Insurance.

Our "Acts of God" Policy is just one of
more than 300 different policies AIG offers,
through our more than 160 member com-
panies, in more than 130 different countries.

For more information, send in the
coupon below.

It's fine if you want to leave your life in
the hands of God. But we thirik it's better to

leave your property in our hands.

AlgS iACTS OF GOD" POLICY
Please send me more inf9rmation on:

0 DIC 0 Other

American International Group
Dept. A, 70 Pine Street, New York, NY. 10005

Name

Firm

Address Tal

'1[n

 WE OFFER MORE KINDS OF INSURANCETHAN ANYONE IN THE BUSINESS.
We welcome inquiries from any licensed agent or broker. You don't S 

have to be a regular producer to place business with an AIG company m IL_________--
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New Coast Guard regs

Liability rules for offshore pollution drop
WASHINGTON-The U.S.

Coast Guard acquiesced to "as
many changes as we could" to sat-
isfy the oil and insurance indus-
tries in developing final regula-
tions on offshore oil pollution lia-
bility and compensation, accord-
ing to a senior Coast Guard officer.

The regulations, implementing
Title III of the Outer Continental
Shelf Lands Act Amendments of

1978, are expected to be released
this month.

Business Insurance learned of

some o f the concessions in the new

regulations. Oil and insurance in-

dustry officials testified at hear-
ings in January that the financial
responsibility standards in the pro-
posed regulations were too strin-
gent and that the law itself was too
vague on the definition ofliability.

The law makes offshore opera-
tors liable up to $35 million per fa-
cility for pollution cleanup and

damages. However, the definition
of "facility" was not clear, said
critics, concerned that each sepa-

rate pipeline, platform, well and
drilling rig, could be defined as a
separate facility.

The final regulations will leave
the definition of an offshore facil-

ity up to the operator, said Capt.
Gilbert Sherburne of the Coast

Guard. Several platforms con-
nected by pipelines and drilling
more than one well from each pro-
duction platform could be consid-

ered one facility, he said.
However, where the facilities of

more than one operator are con-
nected, each operator's facilities
would be separately liable and
would need separate proof of fi-

nancial responsibility, according

to Capt. Sherburne.
In addition, a platform produc-

ing oil and naturdl gas from differ-
ent wells would be counted as two

distinct facilities, he said.
The revisions in the regulations

reduce the potential number o foff-
shore facilities that will be individ-

ually liable, he noted.
That should relieve offshore op-

erators choosing to meet finan-
cial responsibility requirements
through insurance since each facil-

ity requires $35 million o f liability
coverage. An operator with 100 fa-
cilities would need $3.5 billion of

Each Sasse

member liable

for $250,000
LONDON-Members of Lloyd's

syndicate F. H. Sasse & Others are
being asked to kick in $250,000
each in order to pay for fire losses
and computer leasing losses of $27
million suffered by the syndicate's
policyholders.

Sasse's 110 members are now

frantically searching for financial
aid from Lloyd's or from other
members of Lloyd's, appealing to
the central organization with the
argument that the self-regulatory
system at Lloyd's failed to disclose
mounting liabilities soon enough.

Sasse, it is now known, not only
wrote policies covering many
highly volatile risks, but it also
went way over its premium limita-
tion during 1976 and 1977, the
years in which heavy losses were
being recorded. Under Lloyd's
rules, Sasse could only write $8
million in gross premiums during
any one year. Sasse, however, re-
corded gross premium volume of
$20 million during each of the
two years.

Sasse was suspended in Decem-·
ber 1977 for its activities. •

!

liability coverage. Insurance in-
dustry sources say that type o f ca-
pacity is not available.

In addition to insurance, off-
shore operators would be permit-

ted to meet the financial responsi-
bility requirements through self-
insurance, guaranty, posting a
surety bond or indemnification.

The proposed regulations re-
quired those not buying insurance
to show varying degrees of finan-
cial responsibility based on the

number o f facilities they operated.
The amounts ranged from $35 mil-
lion for one facility to $50 million
for five or more facilities. That slid-

ing scale has been eliminated from

the final regulation, Capt. Sher-
burne said.

Under the regulations, to be re-

-- -Ill-

leased this month, offshore opera-
tors must be certified fcr financial

responsibility by Sept. 17 or face
shutdown of their facilities or a

fine of $10,000 per day. The dead-
line was delayed to allow time for

startup of a "comprehensive oil
pollution liability compensation
fund" or "superfund."

The superfund, created by the
1976 law, would cover pollution
losses in excess of $35 million per
facility and would be funded up to
$200 million by a three cents per
barrel levy on oil produced off-
shore. However, the superfund is
expected to take in only $40 mil-

lion from oil production levies in
its first year, requiring additional
funding from the government.

Congress is expected to pass a
bill this spring appropriating
money for the superfund, accord-
ing to Capt. Sherburne. Until that
is enacted and the fund set up, no
claims can be made against it orthe
offshoreoperatorsundertheprovi-
sions of the act.

Operators who purchase insur-
ance will probably try to buy cov-
erage in advance to run from the
start-up date of the fund, Capt.
Sherburne noted.

To date, only AIG Oil Rig has ex-

pressed interestin writing this cov-
erage. The AIG-led pool has writ-
ten pollution coverage against well
blow-outs and other sudden and

accidental losses in the past.
But the new law imposes a strict

liability standard, said Roy Wil-

liams, AIG Oil Rig president. AIG
Oil Righasnotyetdeterminedhow
it will price the pollution risks. Mr.
Williams predicted the coverage
will be costly-wellinexcessofthe
three cents per barrel levy the gov-
ernment is seeking for its excess
liability fund.

Crucial questions, such as claims
procedures and whether offshore
operators must compensate the
government for lost natural re-
sources (the oil itself), must be

answered by the regulations, Mr.
Williams said. The answers are

likely to affect the pricing of the
, coverage, he added.

Offshore oil facilities have had a

good record, causing much less
pollution damage and losses than
tankers.

Most large offshore oil operators
are likely to self-insure the pollu-
tion exposure, predicted Charles
Bailey, vp-risk management at

Tenneco Inc. Small operators
would be most likely to purchase
insurance. •
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June 10-13 in Chicago

Bl conference slates debate on work comp rates
CHICAGO-Are workers com-

pensation insurance rates fair?

Five experts representing the
buyers, sellers and brokers of in-
surance will debate the answer

during a face-off session at the sec-
ond annual Business Insurance

National Conference on Workers

Compensation here June 10-13 at
the Hyatt Regency O'Hare.

Butthat'sjustoneofthetopics of
the three day conference designed
to provide the experts and atten-
dees with a forum to diagnose the
causes and prescribe treatment for
what's becoming the number one
risk management headache.

During the three-day conference
at six general sessions and eight
concurrent sessions, speakers will
dissect the problem from all an-

gles: safety and loss control,
claims, rehabilitation and theregu-
latory environment.

Debating whether or not
workers compensation insurance
rates are fair will be: William Cain,
director ofinsurance and risk man-

agement at Dayton-Hudson Corp.
in Minneapolis; Richard I. Fein, an
actuary with the National Council
on Compensation Insurance; Myra
L. Tobin, vp in the casualty divi-
sion ofMarsh & McLennan Cos. in

New York; Palmer App, president
 of the central' division of Kemper
Insurance Cos. in Long Grove, Ill.,
and Douglas Stevenson, a partner
in Rooks, Pitts, Fullager & Poust
in Chicago, representing the Illi-
nois Manufacturers Assn.

What position risk managers
should take on the issue of workers

compensation regulation will be
discussed by two outspoken risk
managers, Howard T. Weber of 3M
Co. in St. Paul and Michael Craig of
Transcon Lines in Los Angeles. In
addition, they will advise confer-
ence participants on how to coun-
sel their corporations on the issue
and if risk managers should stay
involved in any corporate lobby-
ing.

Federal regulation of the
workers compensation system,
which is again being considered in
Congress, and federal intervention
in the system, which is being pro-
posed by two different federaltask
forces, will be analyzed.

Daniel M. Kasper, assistant pro-

DO ONE THING
BEFORE YOU RECOMMEND
SELF=INSURANCE
TOYOUR MANAGEMENT.

ASK THE HOME GROUP
IP IT ALL ADDS UP.

You've done your homework. You
know your company's history of losses.
Where safety programs are working and
where they're not. The current costs for
Workers' Comp and other coverages. And
you've computed how your company's
cash flow position might be improved
with judicious risk retention.

The risk management professionals
of Home Group Risk Management can
tell you if it all adds up. We provide a full
scope of risk management services.

A This ranges from pro-

  - viding our computer
M.,*.-¥ capabilities for a
1/im./A quick and accurate

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

Make the last step in your self-
insurance evaluation your best step.
Consult with Home Group Risk Manage-
ment-part of The Home Insurance Com-
pany, which has been protecting American
business for more than 125 years.

Home Group
Risk Management

A City Investing Company

fessor at Harvard Business School,
will forecast what impact federal
regulation of workers compensa-
tion would have on employers: tak-
ing into consideration the different
provisions the law might include.

Victor Schwartz, chairman of the

task force on product liability and
accident compensation in the De-
partment of Commerce, will ex-
plain the potential impact of the
provisions of the model product li-
ability law on employers' liability
for work-place accidents. The bill's
provisions could potentially trans-
fer to the employer liability for an
injured worker's full wages during
disability if the product associated
with the injury is more than 10
years old and the employer was

found liable for the accident.

Meanwhile, another task force
studying work place injuries is rec-
ommending that employers be al-
lowed to only tax deduct the aver-
age cost of workers compensation
for their industry rather than the
actual cost of the insurance as is

nowpermitted.Thetaskforce'sex-
ecutive director Richard Bergman
and employers' advocate Robert
Collyer, executive assistant of
UBA Inc. in Washington, will de-
bate the merits of the proposal as
an incentive to improve safety and
reduce work-place injuries.

Conference participants will
have their choice of attending four
of eight different concurrent ses-
sions: four each: to be held on two
afternoons of the conference.

Investigating workers compen-
sation claims and preventing fraud
will be discussed on Monday by
Jon Shebel, president of Asso-
ciated Industries of Florida, a trade
association which started a self-

insured fund for workers compen-
sationforitsmembers.Meanwhile,
Judith Stockman, director of

safety for Weiser Lock division of
Norris Industries in Southgate
Calif., will discuss health screen-

ing as a loss control tool and an-
swer the question, "What's an em-
ployer to do when he finds health
problems in pre-employment or
pre-replacement screenings?"

Funding workers compensation
costs will be the topic of two other
concurrent sessions the same day.

Gus E. VonBolschwing of Golman
& VonBolschwing and Richard
Carroll of Richard Carroll & Co.,
both of San Francisco, will detail

how an employer can fund a seri-
ous injury case using a capitalized
technique versus annuities to limit
the ultimate liability. At the other
session, Joseph A. Destein, presi-
dent of Risk Sciences Group in
Santa Monica, Calif., will describe

how to calculate workers compen-
sation reserves.

On Tuesday the concurrent ses-
sions pick up the funding theme
with Robert A. Reeves vp of insur-

ance at Hospital Corp. of America
in Nashville, answering the ques-
tion, "Should you use your captive
for workers compensation?"
Donald R. Czerniach: vp-manager
of the administrative claim service

department at Fred S. James & Co.
of New York, will direct another

session on auditing and moni-
toring the workers compensation
program.

Preventing accidents and reha-
bilitation of accident victims will

be discussed in the two other ses-

sions on Tuesday. Michael Krikor-
ian, corporate manager of safety
for Brunswick Corp. in Skokie: Ill.,
and James Dugan manager of

safety at Allegheny Ludlum Indus-
tries Inc. in Pittsburgh, will share
their expertise in safety and loss
prevention in one session while
Gayle C. Foster, assistant secretary

for General Reinsurance Corp. in
Greenwich Conn. describes the

rehabilitation effort an often ig-
nored tool in controlling workers
compensation costs, at another.

BI's first workers compensation
conference was held in July 1978,

drawing 158 corporate executives
and experts on workers compensa-
tion from around the country who
discussed and analyzed workers
compensation issues.

The registration fee for the 1979
conference is $385 for the first per-
son fr6m a company and 10% less
for additional registrants from the
same company.

For registration information
write or call Sari Lipschultz, Crain
Education Division, 740 N. Rush

St., Chicago, Ill. 60611; phone (312)
649-5246. i
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editorial opinions

New perspective on pensions
TTYHE IMPORTANCE of pensions isn't
-1- simply a matter of our editorial views
on the subject. The University of
Michigan's survey research center-the
same people who study consumer
purchasing plans-revealed that a major-
ity ofworking people would rather have an
increase in retirement benefits than a 10%

pay hike, if given the choice.
Employers can infer from this that their

workers know all too well what inflation

will mean to them in later years. And Con-
gress should recognize that the private
pension system is viewed by employers
and employes alike as a critical part oflife

in America. The 54% of the people sur-
veyed who would foregQ a salary boost to
take improved retirement benefits are
looking to their private pensions, not to a
bankrupt Social Security system, for in-
come after they retire.

Jane Bryant Quinn's column in
Newsweek Feb. 12 rated different kinds of

pension plans. Her thesis is that one's pen-
sion benefits don't so much depend on the
difficulty ofthe work or the amount ofpay
achieved, but on "where you are lucky (or
unlucky) enough to work." And this just
isn't fair, she maintains.

Interestingly, Ms. Quinn assigned the
highest ratings to government pension
plans-military, police and firefighters,
civilian municipal employes and federal
civilian employes-all providing ex-
tremely generous retirement pay as well as
exceptional death and disability benefits.
At the bottom o f the list were big company
plans, pensions for self-employed profes-
sionals, small company plans and workers
not covered by pension plans.

Almost all public sector workers are cov-
ered by pension plans, though only about
half the employes in the private sector earn
retirement benefits. Moreover, most pub-
lic sector pension plans contain automatic
cost-of-living escalators, though few pri-
vate sector plans do.

Her conclusion: It's unjust for private
sector workers, with skimpier pensions, to
be heavily taxed to pay for fat-cat pensions
common in the public sector.

A disappointing outcome of the federal
pension law was that with the 10-year vest-

ing rule, most employers opted for "cliff
vesting," requiring employes to stay at a
company fully 10 years before being 100%
vested in the pension plan, with full vest-

ing in the tenth year but no partial vesting

in the first nine years. Although most peo-
ple count on their pension plan to take care
of them after retirement, millions o f peo-
ple for one reason or another will never

earn a full pension because they won't or
can't stay with one company long enough

to earn full vesting. This is a critical weak-
ness of the pension system, one that de-
mands legislative attention in order to help
take the burden off the bankrupt Social
Security system. Just as the law now al-
lows people not covered by a pension plan
to invest in an IRA, Congress should allow
those covered by a pension plan but not

fully vested to investin an IRA up until the
time they become fully vested (usually
only after 10 years with a company).

Money invested in an IRA by individuals
not fully vested to provide future benefits
for themselves sh6uld be tax deductible

for people earning less than, say. $30,000 a
year. The amount that could be invested in
an IRA should be raised to 10% of salary
(the present rule) or $3,000, whichever is
less. Presently the limit is $1,500, much too
low to allow people to plan fortheir future.
The $3,000 limit should also be indexed for
inflation.

Doctors galore
A HOUSE OF REPRESENTATIVESsubcommittee has taken a close look

at the way Blue Shield plans work and
doesn't like what it sees. Doctors, the
study found, dominate the boards of al-
most all Blue Shield plans. Therefore, any
effort to contain costs-hospital fees or
doctor fees-is likely to be thwarted.

The study also revealed that insurance
buyers are systematically excluded from
the governing bodies of Blue Shield plans.

What we end up with is a system of in-
terlocking directorates on the Blue Shield
plan boards: The reimbursers of medical
costs-Blue Shield-are governed by hos-
pitals and doctors who get reimbursed.

The subcommittee suggests there ought
to be a law. We don't think. there needs to

be another law, but some close scrutiny of
both Blue Cross and Blue Shield by the
Federal Trade Commission is warranted.
Neither Blue Cross nor Blue Shield de-

serves leniency merely because of the
plans' status as pseudo-public entities.
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letters
Business Insurance luelcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for claritv or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ilt. 60611.

Political diatribe
To the editor: The riskWatch col-

umn in the Feb. 19 edition was

such a thinly disguised politicaldi-
atribe that I thought fora moment I
was reading a weak imitation of
Anderson or Buckley. Such report-
ing does not deserve a featured
spot in any industry publication-
if Sen. Jepsen were from·any other
state would the story have been
written?

There are many insurance

schemes which. deal with remote

loss possibilities. This factoralone
hardly makes a plan dishonest.
However, Mr. Walsh clearly inn-
pliesthatthisisthecaseinhiscom-
ments regarding Sen. Jepsen's
plan.

In the future, I for one would pre-
fer to see editorial comment in the

editorial section, and informative,

industry related comments in
riskWatch.

A.E. Knowski
Oak Lawn, Ill.

Ideal correction
To the editor: As attorneys for

Ideal Mutual Insurance Co., we
wish to point out a significant error

in your Feb. 19 article. You state
that"Ideal Mutual acted as a front-

ing company for A&P..." The
term "fronting" connotes acting
for or aiding an unauthorized in-
surer in a jurisdiction in which it is
not licensed. "Fronting" is an ille-
gal activity in all jurisdictions.
Ideal Mutual Insurance Co. does

not engage in any activity which is
illegal.

Gerald Dolman

Bennett, Ayervais & Bertrand,
New York, N.Y.

Overseas risks
To the editor: Your very inter-

esting articlein the Feb. 19 issueon
"U.S. firms overseas ship locally
again" came in time to fortify our
company's newly established of-
fice in the States.

Since a number of U.S. pro-
ducers are involved in the Mideast,
Near East Agencies has es-
tablished an office in Houston. Our
aim is to collaborate with all insur-

ance agents and brokers in the
States to give them the opportu-
nity to capitalize on ourknowledge
of the local conditions and to pro-
vide them with the local policies
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, Lexington Insurance is digging into the mining
*business by taking on high capacity risks. Risks that others
/ « turn down, or can't handle.

Earth graders. Borers. Multi-ton dump trucks. Any-

 * thing big and expensive. For underground or strip mines.
We have both highcapacityand the ability to provide

ili ju necessary coverages at reasonable rates. And we may
{11!1 1 include flood, earthquake, explosions and even business
1% ' 43 interruption coverage in the deal.

For more information send the C
1coupon today
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: LEXINGTON INSURANCE COMPANY< 12
Dept A, 100 Summer St, Boston, Mass.02110
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FORr WAYNE and LOS ANGELES
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

INSURANCE & RISK KINDLER & LAUCCI

MANAGEMENT

Eighth Floor Los Angeles, California 90017
Indiana Bank Building 213-484-0220

915 South Clinton Street

Fort Wayne, Indiana 46802
219-743-7441

1545 Wilshire Boulevard
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It all adds up.

Selecting an organization to
handle employee benefit
planning is a major responsibility

You need to look closely
at performance, products,
service and rates. These are

the things that make Crown Life
stand out among insurers.

Over 20,000 businesses have
chosen Crown. Why Crown?
Because we have the

combination that satisfies their

employee benefit needs.

The starting point for a sound
benefit plan is group life
insurance. Crown lets you select
either Group Term Life or
Bi-GOLI·plus - a permanent
plan which builds up cash or
paid-up values - as well as
Group Term Survivor and Group
Life Income plans.

Income replacement needs are
met by a variety of Weekly
Income and Long Term Disability
plans.

An important addition to today's
group insurance plans is group
health insurance. Crown can

provide a number of health plans
to suit the objectives of any firm,

from basic

hospital,
surgical
and medical

coverage

to Major
Medical Expense coverage.
Vision Care and Dental Benefits

are also available to round

out that health plan.

Pension plans are needed for a
variety of retirement functions, so
Crown provides a full portfolio of
annuity products to suit these
functions. Our Guaranteed

Deposit Accumulation Policies,
Tax Sheltered Annuities and
Individual Retirement Annuities

are only a few of the products
available for the funding of
qualified pension or profit-sharing
plans for various types of
organizations.

*CROWN
LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

TO Cut costs

Md. seeks new system

for employes' pensions
ANNAPOLIS, Md.-Future

state employes· and teachers will
receive smaller pension benefits
than their predecessors here if leg-

islation aimed at controlling rising
costs and improving fundingo fthe
state pension systems becomes
law.

The bill was given preliminary
approval on second reading by
both houses ofthe General Assem-

bly and is expected to be passed on
a third reading shortly. Pension
benefits for present employes

. would not be affected by the legis-
lation.

New employes would be re-

The firm with less than 50

employees will appreciate the
complete range of benefits

offered by the Crown Employee
Benefit Packages. Or for
the smaller firm with 1 to

24 employees, we write CGT.

Crown also offers a full

line of individual coverages.

Over 40 Group Offices and more
tfan 170 agencies and branch
offices throughout North
America, the United Kingdom
and the West Indies combine to

p-ovide complete facilities for
both sales and service.

But it doesn't add up, to an
unaffordable price. Crown's rates
compare favorably in the highly
competitive climate of the
insurance marketplace.

Find out for yourself what we can
do. Simply call or write your local
Crown Life office.

Let the facts speak for
themselves.

A complete product portfolio
Total-service facilities

Competitive rates

They all add up to Crown.

quired to join the new system and
existing employes could also
choose to do so. The new system is
noncontributory while the exist-

ing system requires employes to
kick in 5% of their after-tax earn-

ings.
Under the new pension plan,

benefits would be based upon av-
erage salary for the three highest
consecutive years while the old
plan reflected the average earnings
over three years of highest earn-
ings.

For each year o f service, benefi·
ciaries under the new system
would receive 0.8% oftheir average
salary for amounts up to the Social
Security integration level and 1.5%

of their average salary for amounts
in excess of the integration level.
The existing system provides
benefits of 1.82% of the three-year
average salary for each year of
service.

The Social Security integration
level is the average of the wage
base for each year o f an employe's
service.

Under the existing system, a re-
tiree with 20 years of service and

benefits based upon a $20,000
three-year average would receive
an annual pension from the state of

$7,280. If the same employe were to
retire under the new system at a
$12,000 integration level, annual
pension benefits would be $4,320.

In addition, the new system has a

3% annual cap on cost of living ad-
justments to pensions while the
existing system, the only state sys-
tem providing costoflivingadjust-
ments, has no cap.

A 40-year projection on future
pension costs showed that under
the existing system, pensions
would cost the state $6.2 billion in
fiscal year 2021 versus $3.6 billion

under the proposed changes, ex-
plained Eugene Burner o fthe Gen-
eral Assembly fiscal services de-
partment.

Between 35% and 40% of current

pension liabilities are now met on a
"pay-as-you-go" basis and this
could rise to 80% by 2021 if the ex-
isting system were retained, Mr.
Burner said. The new scheme an-

ticipates the system being fully
funded by 2021 as the result ofin-
creased funding now to amortize
unfunded future liabilities, he ex-
plained.

The legislation calls for fiscal

1981 fundingof$254.3 million com-
pared with $222.2 million under
the existing system. However, the
new system should reach the
break-even point around 1999 and
produce increasing savings in the

years to come, Mr. Burner main-
tains.

Under the new system, pension
costs would run 11.66% of state

payroll in fiscal 1981 compared
with 10.19% underthe existing sys-
tem. By 2021, costs undertheexist-
ing system could rise to in excess

of 13% of payroll compared with
7.55% under the proposed plan.

Current state employes and
teachers who choose to join the
new system would effectively re-
ceive a 5% increase in take-home

pay since they would no longer
make contributions to the system.
In addition, prior contributions
would be refunded with 4% inter-

est.

Maryland tried to pass identical
legislation in 1978. The bill passed

the Senate, but election year oppo-
sition resulted in its failure in the

house of delegates. Minimal op-
position is expected this time
around. •



Welook,
butdowe see?

You're looking at something you've
seen many times before. If you're
having difficulty deciphering this
photo, then you've never seen the
subject under these circumstances.
It's a hay field, wind rowed, waiting

feet up.

Many things you recognize under
ordinary conditions can baffle you at 
other times. Your property insurers,
for instance. How they appear on
day-to-day business is one thing. But
what about other situations ? Like

when a loss occurs. How do they
handle appraisals and adjustments ?
Allendale Insurance has a well

deserved reputation for quick, fair
claims service. When a loss occurs,
our top priority is getting you back
into production.

Although we work hard at loss pre-
vention, losses are a reality we must
face. Indeed, losses are the reason
you carry insurance. And no matter
how gdod we, or any insurance com-
pany, may look under ordinary cir-
cumstances, what you see when the
chips are down is important too.

our track record. We think you'lllike
what you see.

EfR3

Allendale Insurance
Allendale Park. Johnston. Rhode Island 02919
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Growth, Strength,
Stability ... 're the leaders in expert service, too!

We've shown the way again, providing infor-
Wemation on proposed Department of Laborregulations, and full compliance with final

that's why, -0 regulations when they are released.
in LID we tower

above all the rest.



More employers
pick Unionmutual!

Again la5t year we led the industry by
writing more new cases covering more
employees than any other company.* And
so today we continue to stand head and
shoulders above the rest with over a

million insured employees in 7,000 com-
panies. A growth record like ours doesn't
just happen, there are reasons.

High marks for stability.
Putting all those cases on the books is

one thing. The test is keeping them there.
And that's where Unionmutual scores high
marks. Through the years, plenty of com-
panies have "bought" their way into the
LTD business one year, only to have to
price themselvas out the next. That leaves
their clients with a tough decision - pay
too much or find another insurer. In con-

trast, Unionmutual policyowners enjoy
stability - in their contracts, their rating
structure, and especially in claims
handling.
*Employee Benefit Plan Review April 1978

Paying benefits promptly, professionally
and efficiently when the time comes is
what it's all about. And Unionmutual is

known for claims expertise. 'Our LTD
Benefit Specialists in key cities across the
country are experts in disability income
and they are in the business of providing
benefits, not denying claims.

The expertise to
stand tall.

Our performance is outstanding be-
cause our people are. All the premium
dollars in the world don't count for much

without the know-how of people who know
what they're up to. Our Branch Offices are
staffed with true LTD profqssionals. They
know the product. They can analyze client
needs and they sell LTD as a major
product, not as a sideline. More and more
knowledgeable brokers and agents have
come to depend on us to help them stand
tall with their clients. And those clients

include much of the "tall timber" of

American industry - leader5 in' their
fields, just as we are in ours.

A wide range ot asability. life Insurance. Pension and Profit Sharing Plans are available through Unton Mutual Life Insurance Company Portland. Maine 04112
Unionmutual Stock Life Insurance Co. of Amer ca. Portland. Maine 04112 and Unionmutual Stock life Insurance Company of New York Elmsford New York 10523
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Let us lead you out of
the forest.

f4

A' ' ,

If you're confused or undecided about
the claims and counter-claims of other

insurers, let us lead you out of the forest.
We have a product of proven value at a
cost your clients can afford. To find out
how responsive we can be, ask for a quote
or clip the coupon below.

 0 Have a representative contact me.

NAME 

| FIRM

ADDRESS

CITY

STATE

Mail to:

ZIP

Robert G. Ostrander

Director of LTD 

Unionmutual. 2211 Congress Street 
Portland. Maine 04112

or call: (207) 780-2211 81/3 

-------- -3

Unionmutual
c 1978 Unionmutual
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DENVER and PITTSBURGH
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 spedalists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

WARREN & SOMMER  THE FRANKEL COMPANY
INCORPORATED Lieberman/Frankel Associates

3955 East Exposition Avenue  Brinton Executive CenterDenver, Colorado 80209 1051 Brinton Road

303-744-3711 Pittsburgh, PA 15221
412-244-7500

See our ad on page 6
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Early legal plan usage

substantial, says UAW
By JOHN MAES

DETROIT-Administrators of

the United Auto Workers legal ser-

vices program for hourly-paid
Chrysler employes report substan-
tial usage of the plan in its first
months ofoperation.

But union officials refuse to ad-

mit right now that prepaid legal
benefits will be an issue when the

auto workers and manufacturers

sit down at the bargaining table
soon for contract talks. There's lit-

tle doubt, however, thatlegal bene-
fits for all auto workers will be a

future bargaining item. A union
spokesman said the matter will be
addressed at the UAW's collective

bargaining conference next

01979 Genefal Reinsurance CD,poration

1

i

Theres more to reinsurance than reinsurance.

We have more underwriters, with more experience, and
more ideas, in more places, than any of our competitors.

General Re
General Reinsurance Corporation, 600 Steamboat Road, Greenwich,CT 06830 Atlanta Ch,cago, Columbus Dallas, Hartford, HOuston. Kansas Cily Los Angeles, Moltreal, New York, Philadelphia, San Francisco, Sea tle, Toronto

month.

The Chrysler plan, which covers
150,000 current and retired em-
ployes and their families with lim-
ited legal services, has received in-
quiries from 5,500 members in the

first five months of operation.
They "at least talked to an attorney
over the phone," concerning a le-
gal problem, said Richard Scupi,
director of legal services for the
UAW.

"We had anticipated usage at
about half the rate we're getting
now," said Mr. Scupi. He ack-
nowledged that inquiries have
been so numerous that current

funding could run low if the trend
continues.

If that happens, current benefits
would be maintained instead ofex-

panded in future years as was origi-
nally planned, he said.

"But we'd be more concerned

about a low response," Mr. Scupi
said. "If that had been the case we

probably would have looked at it
and said, 'We should have spent
that money on something else.'
There are ways to adjust to usage.
A high response was what we
wanted."

The program is being paid for

with some $20 million in special
funds set up 18 years ago by Chrys-
ler employes as a reserve in antici-
pation of massive auto industry
layoffs in the 1960s. Chrysler
workers paid five cents for each
hour worked into the fund be-

tween 1961 and 1964, but the layoff
problem never developed as
feared. In 1977, it was decided to
use the money to finance a legal
service program.

The program is designed to oper-
ate through 1982 with a portion of
the fund allocated for each year.

For 1979, $4 million has been
budgeted. Of that amount, $1.26
million has already been spent,
said Mr. Scupi.

So far, expenditures include
"start up" expenses for offices,
equipment, staffandthe salaries of
60 lawyers. The main office is loca-
ted in Detroit with other offices

operating in: St. Louis; Indianapo-
lis, Kokomo and New Castle, Ind.;
Perrysburg and Twinsburg, Ohio;
Newark, Del.: Elkton, Md.; Syra-
cuse, N.Y.,and Belvidere, Ill. In
some of these cities, closed and
open panels exist.

The plan covers legal fees for real
estate matters, debt collections
and garnishments, repossessions
and bankruptcy along with con-
sumer complaints and warranties,
insurance problems, tax matters,
will preparation and research, cor-
respondence and other office
work.

Uncontested divorces are also

covered, but the plan does not ex-
tend to payment of fines, penalties
and jury awards, tax preparation,
workers compensation or criminal
cases. There is a referral service for

matters not covered by the plan.
The referral fee is paid for by the
plan, but not the referral attorney's
fee for his or her services.

Of the cases handled so far, 18%

have involved probate and tax
matters, 18% involved housingand
real estate affairs, 21% were for
consumer-related cases and the re-

maining 43% involved family prob-
lems and referrals, according to
UAW statistics.

When trustees conducted initial

meetings to determine the benefit
schedule, they considered offering
full, unlimited services for all legal
problems until the fund was ex-
hausted. "Once the trustees got to
work on the plan they made the
basic policy decision that money
was to last five years," Mr. Scupi
said. •
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CHICAGO and DES MOINES
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

MACK AND PARKER,INC.  LaMAIR-MULOCK-CONDON CO.

209 South La Salle Street *
907 Walnut Street

Chicago, Illinois 60604 Suite 300

312-346-1221 Des Moines, Iowa 50309
515-244-0166

 See our ad on page 6

Personal iniury awa rds

iump in Illinois: Report
CHICAGO-Blockbuster ver- death of a suspected rapist.

dicts in personal injury suits in The Illinois Insurance Informa-
Cook County here could produce a tion Service, an association o flead-
record year in verdict awards in Il- ing Illinois insurers, compiles jury
linois, says the Illinois Insurance verdict statistics periodically for
Information Service in its Illinois its members based on information
Jury Verdict Reports. provided by the insurers and attor-

The average judgment per suc- neys in Downstate Illinois and
cessful plaintiff in personal injury from statistics compiled for Cook
cases in Cook County jumped to County by the Cook County Jury
$84,528 for the first half ofthe 1978- Verdict Reporter.
79 court term, up from $63,066 for Meanwhile, the average judg-
the full 1977-78 court term. A total ment awarded in all 102 counties in

of $13.7 million was awarded to 162 Illinois increased to $73,221 at mid-
plaintiffs, giving the plaintiffs term from the average of $59,319
49.5% of all verdicts rendered. reached in the 1977-78 court term,

Driving up the average award pushed up by the high verdicts in
was a $1.5 million civil rights Cook County. In all, $15,7 million
award against four Chicago police- was awarded to 215 plaintiffs,
men accused o f the assault and 49.1% of all verdicts rendered.

In case o
emergency,
break open.

Proper planning for an
emergency before it happens
can save hundreds of thou-

sands of dollars and many
production days. Our
experience shows, how-
ever, that few plants have
made any formal, in-depth
plans to get back into produc
tion prior to an accident.

Hartford Steam Boiler's

pre-emergency and recovery
program, PREPARE, outlines
a predetermined action plan
for electrical, mechanical,

and pressure equipment,
plus certain production ma-
chinery. Its purpose is to
reduce the length of time
between the occurrence of

an accident and the return to

normalcy This data collec-
tion system can trigger a
financial savings by mini-
mizing production delays
and repair expenditures.

PREPARE'S effective-

ness relies heavily on prior

gathering, classification, and
periodic updating of all perti-
nent data. When properly
maintained, PREPARE can

result in a quick, effective re-
sponse and recovery from an
otherwise crippling accident.

PREPARE, designed
and tested for over three

years by our engineering
staff, is a valuable risk man-
agement tool for our policy-
holders who need to

formalize their pre-emer-
gency plans. It's one more
way Hartford Steam Boiler is
providing its insureds with
building blocks for establish-
ing and maintaining effec-

tive in-house risk manage-
ment programs.

A special issue of The
Locomotive, our quarterly
engineering publication,
elaborates and emphasizes
the need for pre-emergency
planning. A free copy can be
yours by sending this coupon.

I realize that PREPARE is reserved only for
Hartford Steam Boiler :nsureds, but please
send me a free copy of The Locomotive, so
I can learn more about pre-emergency
planning.

Nmne

Title

Company

Ariciress

City

Str,te Zip

Send coupon to:

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
56 Prospect Street, Hartford,CT 06102

We help more risk managers
manage risks better.

The average judgment in Down-
state Illinois, all counties exclusive
of Cook, actually fell to $38,659 at
mid-term this year from $42,970 in
the full 1977-78 court term. Ver-

dicts for the defense are leading
plaintiff verdicts in Downstate Illi-
nois courts, with defendants win-
ning 52% of the cases-the highest
successful defense record since

1970-1 when the plaintiffs won
only 46.5% of the cases at mid-
term. In total, $2 million was

awarded to the 53 successful plain-
tiffs. But the majority (79%) of the
cases are traffic cases in which

plaintiffs were successful only

48% ofthe time winning an average
judgment of $22,384. Current liti-
gation in non-traffic cases, 54%
were decided for the plaintiff at an

average verdict of $100,800. In all,
non-traffic cases represent only
21% of the personal injury cases.

Only one o f the five product lia-

bility cases brought to trial in
Downstate Illinois during the first
half of this court term resulted in

verdicts for the plaintiff. In that
trial, a bicyclist was awarded
$43,000 for injuries he suffered
when the front wheel ofhis bicycle
collapsed.

Of the four malpractice cases
brought to trial in Downstate lilli-
nois by mid-term, two were medi-
cal and two were financial. The

Cook County Jury Verdict Re-
porter noted fewer malpractice
cases are coming to trial but more
are being settled in Downstate as
well as Cook County.

But work injuries continue to

bring in awards for the plaintiffs.
In six cases reported to Illinois
Jury Verdict Reports, only one was
won by the defendantand the aver-
age verdict per successful plaintiff
was $164,040.

Wrongful death cases in Down-
state Illinois are running 60% for
the plaintiff. Of the 10 wrongful
death cases brought to trial in
Downstate Illinois, the plaintiffs
won six fortotalawards of$328,617
and an average verdict of $54,002.

Last year at mid-term, the plain-
tiff was winning 30% ofthe wrong-
ful death cases butthe average ver-
diet was higher at $118,333, falling
to $73,750 by the end of the court
term. "This may be the year when
we see the lowest average verdict
Downstate sincethe removalof the

$30,0001imitation," suggeststhe Il-
linois Insurance Information Ser-
vice.

Cook County Jury Verdict Re-
ports also has compiled new ver-

diet statistics for the calendar year.
In 1978, 967 product liability suits
were filed, down just 2.4% from
1977. Meanwhile, the number of

medical malpractice suits filed in
1978 skyrocketed 32% to 1,102 in
1978 from just 830 in 1977. Of the
1,102 malpractice suits filed last
year, in Cook County 771 were

medical malpractice and 331 cited
financial malpractice. •
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How many people areyoupaying
togatherdust?

When people can't work due to an illness or accident, its
our job to help get them back in the job market again. It is a job that
calls for thoroughly trained professionals with great sensitivity to
the many areas involved in rehabilitation.

We're Crawford Rehabilitation Services, Inc. Established in
1972, we now provide rehabilitation services through our nation-
wide network of offices, conveniently located near metropolitan
area centers. Each of our offices has highly qualified and experi-
enced personnel whose professional expertise is concentrated
inproviding: 1. Bcational evaluation and testing; 2. Counseling;
3. Labor market surveys; 4. Selective job llacement.

Through such aprogram we can aetermine what people
can do, despite any disability, and then try to find a way to return
them to their original jobs or suggest ways to modify a job to make
it less denianding. If that is not feasible, we direct them in securing
work with other employers.

Many, many valuable individuals-who otherwise may have
been left to gather dust through unemployment-have been
returned to healthy productive lives in the labor market through
our services.This also has saved a great deal of money for those
who were involved in supporting the unemployed individual.

So if you happen to be involved in workers compensation,
long term disability or other programs involvingdisability cover-
ages, our services could save you a lot of money mr complete
details, just write: Crawford Rehabilitation Services, Inc, P.O. Box
5047, Atlanta, Ga 30302. Crawford Rehabilitation Services, Inc.

ia&
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First State is very much in the Buffer, Umbrella, D.I.C./Manufac-
turers' Output and many, many other Excess-Surplus Lines.

But with a difference.

We we/come your unusual and unique situations, welcome the op-
portunity to break traditions and find ways to get things done.

Equally important, we strive to anticipate your needs. Look ahead,
see developing situations and introduce new products that enable
you to tell clients "Yes, I can cover that and in an A+.Class Xill market.

Routine, difficult, unheard of - count on First State for solutions.
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FIRST STATE
INSURANCE COMPANY,INC.

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

a CAMERON and COLBY activity

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

ATLANTA, 3340 Peachtree Road N.E. - 404/266-1480 ....

Retreads roll

with Lloyd's
liability plan

By JERRY GEISEL

LOUISVILLE-Three years ago
the product liability insurance
market for tire retreaders blew up.

"There was absolute chaos in the

industry," recalled Ed Wagner ex-
ecutive vp of the American Re-
treaders Assn. CARA). "We had
members whose policies were can-
celled even though they never had
a claim. Other companies were hit
with exorbitant premium in-
creases."

But tire retreaders no longer
have to worry about their insur-
ance plan going bare. A new group
insurance program has begun roll-

ing and it will not only give the re-
treaders the coverage they need,
but it also will save them big pre-
mium dollars.

The program, which is under-
written by Lloyd's of London, of-
fers tire retreaders $1 million of
product liability protection. Each
policy carries a $500 deductible.
Excess coverage is available
through Frank B. Hall of Califor-
nia which is managing the pro-
grarn.

Currently, the cost of coverage
for the group plan is 10 cents per
tire. However in July, the rate will
dip to nine cents per tire. Prior to
the program, tire retreaders had
been paying anywhere from 20
cents to 50 cents per tire, when the
coverage was available.

Retreafling Consultant Services
Inc., a Louisville firm specializing
in tire and retread plan analysis,
will provide loss control services.
Experts from Retreading Consul-
tant Services will inspect each
retreader's factory and inspect and
test the plant equipment and re-
treaded tires.

The group product liability in-
surance program eventually could
attract as many as one-third of the
ARA's 1 500 members, Mr. Wagner
said. A tire retreader must be a

member o f the trade association in

order to join the program.
The size of premiums tire re-

treaders will pay for the group pro-
gram probably will range from
$500 to $10000, although a few
smaller retreaders may pay much
less said Bill Freeborn, vp of
Frank B. Hall of California in Oak-

land. The average premium is ex-
pected to be around $3,500.

After three years of relentless
premium increases, Frank B, Hall
was hired to develop an alternative
insurance program. The domestic
market shied away from insuring
retreaders risks. so Mr. Freeborn
flew to London to discuss a group
program with Lloyd's.

Lloyd's was receptive to the idea

of underwriting a group program,
While domestic insurers got edgy
when the word retreader was men-

tioned Lloyd's knew that re-
treaders are an acceptable risk
based on its own experience in un-
derwriting a similar group pro-

gram for the Tire Retreading Insti-
tute, Mr. Freeborn said (BI Sept.
20,1976).

A captive was explored, but the

tire retreaders opted for the group
insurance program with Lloyd's

because "it gives us the coverage
we need without having to make
the investment that is needed to

start a captive," Mr. Wagner said. .

Ambulance insurance

Liability insurance for parame-
dies and ambulance drivers is

available from Hull & Co. (Califor-
nia) Inc. of San Francisco. The

package offers primary limits ofup
to $500,000 with excess limits and
umbrella coverage available.



DOESYOURCOMPANYOFFER
ONrHE=JOB TRAINING?

Many successful American com-
panies, big and small, have found that . 6 .4

company sponsored health and exercise
programs can be of great benefit to an
organization's health.

And, at the same time, help Blue
Cross and Blue Shield Plans to keep
health care costs from increasing
even more.

Company programs range from
health education, to exercises an
employee can perform at his desk, to
workouts at nearby YMCAs, to super-
vised activities at extensive company
facilities.

A good example of the latter is
Kimberly-Clark's Health Management
Program. First, employees voluntarily
go through extensive testing in
Kimberly-Clark's multiphasic health
testing facility. They receive an individ-
ualized health prescription that includes
health education and medically super-
vised exercise in the 32,000 square-foot
physical fitness facility adjacent to
corporate headquarters.

Kimberly-Clark and other bold
and imaginative companies realize one important thing: that fitness programs have the potential of
returning enormous dividends in greater health and happiness for employees. And greater productivity
from them.

It also stands to reason that if your company can institute a program to keep your employees
healthy and well, your company's health care costs can possibly be lowered.

As you know, Blue Cross and Blue Shield Plans are fighting a nationwide battle to keep costs
from running away.

Programs such as second surgical opinion, medical necessity programs, home care, health main-
tenance organizations, same day surgery, pre-admission testingand the like are in use in many Plans
with positive money-saving results. As successes are achieved, the results are shared so that knowledge
gained by solving local problems can be applied on a wider basis.

We're encouraged. The average length of hospital stays for Blue Cross Plan subscribers under age
65 dropped by almost a day between 1968 and 1977. That may not sound like much. But if the length
of stay were the same today as it was in 1968, we would be paying an additional $1,249,869,813
a year. In addition, the rate of hospital admissions for these subscribers dropped by 4.9%, representing
$554,938,847.

But controlling health care costs without sacrificing quality is a complex problem. One we.all need
to work on together.

While Kimberly-Clark's program is an extensive one, there are health programs to fit any company,
no matter what its size.

Blue Cross and Blue Shield Plans would like to help you. If you would like more information
about employee fitness programs, write for the free booklet "Building a Healthier Compand'
Box 8008, Chicago, IL·60680.

Watch the f i rst telecast of the Boston

Marathon, made possible by a grant
from the Blue Cross and Blue Shield

Associations, Monday evening, April 16,
on PBS. Check your local TV listing.

® Registered Service Marks of the Blue Ooss Association
®·Registered Service Marks of the Blue Shield Association

Blue Cross®
Blue Shield®·

ALL OF US HELPING EACH OF US.
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The St. Paul Manufacturer's
Output Policy (MOP) is a better,
simpler way to protect your
company's property, wherever it
is. And in whatever form it's
in, from raw materials to finishedproducts.

And you can do it very simply.MOP coverages are consolidated
into one policy instead of theseveral
you'd normally have to deal with.
Property can be insured for actual cashvalue or selling price.

During your policy year, MOP
coverage automatically expands or contracts accordingto the value of property covered. That way, your assets areprotected in peak or slow times. Whether inventoriesare high or low. Whether your firm is receiving, shippingor storing materials. Or all of these. All in one policy.There's also automatic coverage for new non-manufac-turing facilities without notifying The St. Paul.

What's more, there's usually no deposit premium,which lets you handle premiums on a pay as you gobasis. Which, in turn, can help cash flow. Good lossexperience and deductible options can keep yourinsurance costs down.

Want more information? Contact your IndependentInsurance Agent representing The St. Paul. Check your

YouRndependent
injumnce 0/AGENT
/ SE.VES......

Yellow Pages.
Here's more

business insurance
we've made better:

COMPACr
Commercial
property insur-
ance for build-
ings, contents,

inland marine
exposures, glass and morein one simple policy.

Pk;in English Package A variety ofproperty/liability business coverages in one policy, withoutall the gobbledygook.
EDP. All-risk computer insurance from thecompany that originated data processing insurance.Umbrella Excess LiabiS(y One million dollarsexcess liability coverage on small businesses for as littleas $200 per year. Can also handle larger accountswith limits up to $20 million.

Commercht Auto. The St. Paul has the expertise,people, resources and stability to back you strongin this coverage.
Inland Marine We're one of the largest acrossthe board writers. We've built expertise since 1853.

We keep
1ce

better. Ars#bul
Properly&bablhlyInsurance

Serving you through Independent Agents. St. Paul Fire and Marine Insurance Company/St. Paul Mercury Insurance Company /The St. Paul Insurance Company /St. Paul Guardian Insurance Company/The St. Paul Insurance Company of Illinois: Property and Liability Aililiates of The St. Paul Companies Inc., Saint Paul, Minnesota 55102.
-
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Special Problems,
--5/lili  .*.._*Auria,/05../1 Profitable Solutions.

We Meet The Challenge!

Our Markets Include Aviation, Oil, Marine, Casualty.
Property and Surplus Lines.

Cb6*VENSS. lf)AIK;AN

& CONIBJNY 5*:'ECIAL RISSKS

Offices in Houston/Dallas/San Antonio/Lubbock/Denver

Represented by agents and brokers throughout the Southeast, Midwest
and Southwest.

D D

THE PEOPLE YOU NEED TO KNOW
THE KNOWLEDGE YOU NEED TO GROW

For Information: Conference Department, RIMS,
205 East 42nd Street, New York, New York 10017 212/557-3226

APRIL 29-MAY4, 1979-CHICAGO, ILLINOIS

inn@vation

In today's complex world, insurance professionals are often
challenged by the unique or unusual risk. Such risks require
innovative·coverages. For seventy- ve years CDSR has been
helping agents/brokers create the best possible solutions to the
most unusual insurance problems. Let us give you the
opportunity to turn a problem into profit dollars!

WASHINGTON-In 1978, about
180 laws covering almost every as-
pect of workers compensation
were enacted by state legislatures,
the Labor Department reports
in an annual survey of state
activity.

Forty-six states boosted weekly
payments for temporary total dis-
ability. Payments now range from
a low of $87.50 in Arkansas to a
high of $607.85 in Alaska.

Connecticut raised the propor-
tion of the state's average weekly
production wage, upon which
maximum benefits are based, to
85% from 66%.

West Virginia increased the per-
centage of the employe's wage,
upon which compensation is

Pricing
and Capacity

"Pricing and Capacity" is one <9
phrase that's taking on an added

dimension for risk managers. The ©
reason? Lloyd's role as the "mecca"

for insurance is now being challenged ,
by a number of competitors. Obviously,

only one group will wind up on top. And,
thus, be able to call the shots as the world's most in- 0
fluential insurance market.

Innovation '79 knows how vital this issue is to you. 0
.  That's why we've brought together a panel of experts- 0

, including Insco's Leslie R. Dew and AIG's Maurice R., Greenberg-to give you a first-hand, probing analysis of all ''
the latest developments. This year's RIMS Conference will 1%

' also provide discussions on other timely topics that affect your h1
future. For example, Dr. Hoyt D. Gardner, president-elect of the . '
American Medical Association will examine the problem of health ffl
cost containment.

, Innovation '79 adds up to a lively, series of discussions you can't
afford to miss. It's expressly designed for the execurive on the way 9
up. That way, you'll soon be able to call your own shots.

46 states pay higher

-orkers comp benefits

Risk and

Ill.

Iowa

Kan.

Ky.

La.

Maine

Md.

Mass.

Mich.

Minn.

Mo.

Mont.

Neb.

Nev.

N.H.

Nl

N.M.

N.Y.

N.C.

N.D.

Ohio

Okla.

Ore.

Pa.

R.I.

S.C

S.D

Tex.

Utah

Vt

Va.

Wash.

W. Va.

Wis.

WYO.

Ala.

Alaska

Ariz.

Ark.

Colo.

Conn.

Del.

D.C.

Fla.

Ga.

Hawaii

Idaho

based, to 70% from 66% while Dela-
ware changed the maximum
weekly compensation payable for
permanent partial disability to 66%
of the state's average weekly
wage.

Still, not a single state has yet
enacted all 19 improvements to
their workers compensation laws
that a 1972 national commission

recommended as "essential."

States that raised the maximum

weekly temporary total disability
benefits during 1978 follow:

State New Old

$128.00

$607.85

$192.32

$ 87.50

$173.60

$160.00

$154.50
$396.78

$126.00

$110.00

$189.00

$109.80 to

$164.70

$321.50

$265.00

$129.06

$112.00

$130.00

$231.72

$202.00

$211.37

$142.00 to

$171.00

$209.00

$115.00

$188.00

$155.00

$21102

$180.00

$146.00

$172.46

$180.00

$178.00
$180.00

$216.00

$132.00

$224.16

$213.00

$176.00

$172.00

$155.00

$105.00

$197.00

$181.00

$187.00

$175.30

$224.00

$202.00

$211.15

$120.00

$551.86

$153.85

$ 84.00

$161.42

$147.03

$144.00

$367.22

$119.00

$ 95.00

$179.00

$99.00 to

$148.50
$304.21

$247.00

$120.95

$104.00

$ 95.00

$220.93

$188.00

$150.00

$127.00 to

$156.00

$197.00

$ 95.00

$174.00

$140.00

$198.22

$169.00

$138.00

$142.59

$125.00

$168.00

$171.00

$198.00

$121.00

$21178

$199.00

$166.00

$160.00

$130.00

$ 91.00

$183.00

$170.00

$175.00

$163.28
$208.00

$189.00

$189.96

Source: Department of Labor, Monthly Labor
Review. •

Fire destroys
Austrian store

VIENNA-Property coverage
on a six-story department store

that burned to the ground here last
month was split among 15 Aus-
trian insurance companies, ac-
cording to knowledgeable sources.

Austria's largest department
store, Kaufhaus Gerngoss, was de-
stroyed after a fire broke out in its
basement. The store was partially
equipped with sprinklers and smoke
detectors but the sprinklers

reportedly were shut off while
welders repaired an escalator.

The store burned for two days
and was declared a total loss. Esti-

mates ofdamages ranged from $45
million to $107 million.

Business Insurance learned

Angelo Elementar Vienna and
Erste Allgemeine Insurance Cos.
were the lead underwriters with

major shares of the risk handled
by Wiener Staedtische, Donau and
Bundeslandner Insurance Cos.

Minor participants were Wiener-
Allianz, Riunione, Interunfall,
Basler, Erste Neiperoesterreich,
Heimat, Oderoesterreich, Garant,
Austria and Anker Insurance Cos.

Sources said American partici-
pation on the reinsurance was min-

imal, if any. m
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Most companies have mixed feelings about
Arkwlight-Boston boiler aid machitiery insurance.

On the one hand, our engineers are always
around, asking alotof questions.

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

ARKWRIGHT-
BOSTON
ISURANCE

underwriting flexibility.
If you like tosave money, that's pretty exciang.
Fact is, we write more boiler and machinery A=insurance than any other mutual company.
Regionaf Offices: Boston, Cleveland, New York,

Chicago, Atlanta. San Francisco.
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Calif. cumulative iniury claims, costs soar: Study
By MARGARET LeRCLX

SAN FRANCISCO-Cumula-

tive injury losses cos. California
employers more than SlCO million
in 1978, a 45% increase since 1976,
according to a report oy she Cali-
fornia Workers Compe isation In-
stitute (CWCI).

Cumulative injury set:.ements,
which averaged $9,027 per claim in
1978, accounted for 3% 0 3 all lost-

time injuries in the st:-e, more
than triple the rate of five years
ago, the report stated.

The total out-of-pocke. legal ex-
penses associated wih Jumulative
injury cases in the 2 908 study
amounted to 133% of the cost of

medical treatment c f.such injuries.
Insurers who partizipated in the

CWCI study reported a 33% in-
crease in new claims sut:nitted in

the first two months of 19-8:han in

0..

4I

.a

the same time period in 1977.

Predicting a cont.nuing increase
in cumulative injury claims, the
CWCI offered a ser-es ofremedies.

Among them: restructure the ben-

efit delivery process and perma-
nent disability benefits to assure
payments are directed for their in-
tended purpose of compensation,

and not, for ins-.ance, supplemer-
tal retirement benefits.

The report also pecommended a
more equitable method of allocat-
ing the costofcumulative injury so

the eight-hour workday is not held
solely responsible for all condi-
tions resulting from ir contributed
to by other factors during the re-
maining 16 hours cf the employe's
daily routine.

Although cumulative injury has
been part ofthe California workers
compensation system for 20 years,

..a

. 4

as recently as 1974 clains for cu-
nulative injury were Iess than 1%
cf all vork injuries.

Cumulative injury claims now
account fcr 3% of all k.1-time inju-
r.es in California.

The cimulative inj -lry doctrine
devekped through a series ofCali-
firnia court decisions-that gave in-
creasing recognition 18 the .umu-
lative effects of job related stress
End strair. that precipitate a uom-

pensaole disability.
The landmark decisicn in 1959

stated ttat an employe': back in-
jfry was due to the cum.lative ef-
feet cf vork aggravating a pre-
existing condition. In the wirds of
the court, ". · . while a suce. sion Of

slight in-uries in the course ofem-
ploymert may not in :hemselves
be disat:ling, their cum_lative ef-
feet in work may become a de-
structive force. . ."

..

1.

The CWCI repcrt also found that
emploies rezeiving benefits for eu-
mulative injuries continue to be
significantly older ttar other in-
jured €mployes: a median ageof51
compired to the average age of 33

forthe injured workforce. Half the
claimEnts are 52 years or older, the
report stated, with back injuries,
heart and vascu.ar disorders and
loss of hear.ng cimprising 70% of
the cases.

The CWCI concluded these find-

ings suggest s.me cLmulative in-
jury dillars are teing misdirected,
in part to compensate for non-
work related disorders and in part
to supplement retirement benefits.

While heart an·i vascular injuries
accounted for 39.9% of the total eu-

mulat-ve injury benefit dollars in
1978, injuries to arms, legs, hands
and feet o f employes i under the

general category extremities) were
54% of all disabling injuries.

Back injuries made up 24.9% of
all disabling injuries and 26.9% of
total cumulativeinjury benefitdol-
lars in 1978.

The average heart case cost
$15,942, according to the CWCI,
more than double the $7,127 value
of an average cumulative back in-
jury claim.

Municipal employes received
39.7% o f all cumulative injury ben-
efits paid in 1978, according to the
report. Clerical and professional
employes received 16.6% of the to-
tal cumulative injury benefit dol-
lars.

They are followed by the metal
working employes who received
8% of all cumulative injury bene-
fits paid in 1978; utilities and ser-
vice employes with 7.2%; whole-
sale and retail employes with 6.5%,
and construction workers with

6.1%.

The cumulative injury loss dis-
tributions are influenced by two

factors according to the CWCI: the
statutory presumptions of com-
pensability for heart trouble and
certain other conditions of public
safety employes, and the recent
trend to permissable non-

insurance by many governmental
agencies.

The non-insurance or self-

insured plans instituted by numer-
ous municipalities in recent years
are the principal factors in the
downward shift in percentage of
total cumulative injury benefits
paid municipal employes from
1977 to 1978, the report suggests,
because self-insurance takes the

municipalities' experience out of
the reported statistics. In 1977 mu-
nicipal employes received 54.3% of
these benefits according to the re-
port, the following year 39.7%.

The CWCI estimated that it costs

$2,202 in legal expenses to deliver
$8,184 in net benefits to a cumula-
tive injury claimant, resulting in a
litigation overhead of 27%.

Almost all (98%) cumulative in-
jury claims are litigated. The
insurer's first knowledge ofthe in-
jury, according to the CWCI, is al-
most without exception the notice
of controversy from the employe's
attorney.

Compromise and release agree-
ments resolve more than two-

thirds of all cumulative injury
cases, the report stated. The exten-

sive use of these agreements may
also reflect the uncertainties inher-

ent in attempting to distinguish in
both a medical and legal sense, be-
tween casual effects of employ-
ment and the bodily wear and tear

of everyday life, the CWCI con-
cluded.

The CWCI recommended a rea-

praisal of the "liberal construe-
tion" provision of the California
workers compensation law. Rea-
sonable doubt should be resolved

in the injured employe's favor, the
report stated, but acceptance of
that concept should not preclude
an unbiased, factual determination
that recognizes the rights ofall par-
ties. •

Security group
elects officers

WASHINGTON-Three new

corporate officers including chair-
man, president and vp have been
elected tothe American Society for
Industrial Security for 1979.

Don W. Walker, corporate direc-

tor of security for Genesco Inc. of
Nashville, Tenn., has been named
chairman ofthe board; Carl L. Car-
ter, vp of the National Bank of De-
troit, has been installed as presi-
dent and Albert S. Davis, currently
corporate security director for
Owens-Illinois Inc. in Toledo,
Ohio, has become first vp. •
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.1 Nearly 3000 of the most influential risk and employe benefits
executives will be putting their heads together the week of April
30 in Chicago.

It's the annual RIMS Conference and there's no better time --1*86/6,

and place for you to make a favorable impression on this vital . *5-'.-b S j

audience. Your best customers will be in their most receptive
mood to find out what's new and important in risk management
and employe benefits.

Business Insurance gives you two great opportunities to
address the conference. First, our April 30th RIMS Preview                -
Issue. That puts you prominently in the middle of the
conference. Then, our May 14 Conference Report Issue will
summarize the most important news, developments and trends
coming out of this vital meeting.

Of course, only Business Insurance brings to bear its
incisive, in-depth reporting in both issues.

Put it down on your "must do" list:

Publication Date Closing Date
RIMS Preview Issue April 30 April 17
RIMS Conference Report Issue May 14 May 2

t

NEW YORK

708 Third Avenue,

New York 10017. (212) 986.5050
CHICAGO

740 Rush Street,

Illinois 60611.(312) 649-5275
* LOS ANGELES

6404 Wilshire Blvd.,
1 California 90048. (213} 651-3710
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BILLINGS and MIAMI
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

HOINESS-LaBAR R. MEAD & COMPANYINSURANCE COMPANY  1900 Biscayne Boulevard
2323 Second Avenue North Miami, Florida 33132

Billings, Montana 59107 305-576-1101

406-245-6511

See our ad on page 6

Consultant counsels

Benefit plans can sell

employes on relocating
CHICAGO-The· employe bene-

fit package may become a more
powerful relocation negotiating
tool in the future as housing mar-
kets shrink and government scru-
tinizes the use of company per-
quisites, :ays an employe benefit
consultant here.

Today companies are cutting
back on the more elaborate means
of persuading an executive to
make a move such as company
purchase of the employe's old
hcuse, house-hunting counseling
in a new location, company car,
luncheor- club memberships and
added prestige and titles, accord-

Facultative Reinsurance 

uestions e

Answers 2
A conversation with Pete Greene, Manager of the Prudential Reinsurance Company's

Facultative Regional Office in Houston.

Q: Do you write so-called
"tough risks"?
A: Yes. Prudential Re is not shy
aboutwritingthetough ones. Right
here in Houston, we cover most

phases of the oil industry, includ-
ing the particularly difficult liability
coverage required under the U.S.
Longshoreman and Harbor Work-
ers Act. We also use our capacity
to cover the property exposures,
like builder's risks on offshore pipe-
lines, and operating risks for inland
drilling rigs. Prudential Re also cov
ers a variety of risks on other
energy-related projects. Of course.
we welcome a wide range of nor-
mal risks, too.

Q: What ceding commission
does Prudential Re pay on re-
insurance premiums?
A: We pay an amount to cover our
share of premium taxes and fees,
the commission paid to the original
agent or broker, and the insurance
company's operating expenses.
Naturally, all subject to a reason-
able maximum. This should allow

fair costs for the insurance com-

pany so they can offer a policy to
their client at the most reasonable

premium possible.

Ceding comm'ss'ons are designed to cover
the insurer's costs.

Q: You do business directly with
insurance companies. Do you
also work with reinsurance

brokers?

A: Yes. We.do work with reinsur-

ance brokers because Prudential

Re recognizesthat many insurance
companies want the services
brokers provide. Other companies
prefer arranging their facultative
reinsurance directly. So Prudential
Re does business both directly and
through reinsurance brokers. But
there are some cases, like the
unique, high-risk business handled
by surplus line companies where
we prefer a first-hand relationship.

Y
Pete Greene. Manager of Prudential

Reinsurance Company's Facultative Regional
Office in Houston.

Q: What are the factors that

help Prudential Re stand out
from other reinsurers?

A: There are several strong argu-
ments for calling Prudential Re:

• We have undisputed financial
strength and stability.

• Our capacity is large: $5 mil-
lion generally and $15,million
on most excess risks.

• We can and do handle almost

every kind of coverage, class
or problem.

•Prudential Re is flexible
because we retain so much
limit ourselves, and we're not

restricted by treaty limitations.
• We are a young. aggressive

company that shares a heri-
tage with The Prudential In-
surance Company of America.
They encourage our continued

growth in reinsurance .0 help
meet the present and future
m: rfe: needs.

To get answers to any of your
reinsurance questions. just give
us a call. We're the Rock in

reinsurance.

Home Cffice:

213 Washington Street, Nev.:rk, NJ
07101.;201) 877-8000

Regional Offices:
3700 Wilstire Blvd.. Los Angeles,
Califorria 90010, (213) 385-6261

30 N: LaSalle Street, Chicago.
11 inois 60602, (312) 782-4793

127 John S.reet, NewYork,

Aew York 10038. (212) 422-4350

4600 Post Oak Place. Houston.
Texas 77027, (713) 877-88 4

In Canada.

Frudential Reinsurance Company
cf Ame-ica P. 0. Box 116,

Toronto Dcminion Ceitre.
Toronto, Ontario. Canada,

MSK 1 G8. (416) 862-1228

(* Prudential

Offshore :Irilling rigs are a 7 examp € of some
of tt e«'tcugh risks" cojered b, Pru Re.

Prudential Reinsurance Company
Subsidiary of The Piudential insurance Company of America

ing to Robert James, director of
employe benefits consulting ser-
vices for Hay Associates in Chi-
cago.

Instead, companies are turning
to profit sharing programs, stock
options, higher levels of health, ac-
cidental death and dismember-

ment and life insurance, free legal
counseling coverage and free
physical examinations to sway the
executive to relocate, Mr. James
maintains.

There are generally five reasons
for relocating an employe: to fill an
immediate need in another part of
the country, to retain an employe,
to enhance executive develop-
ment, to challenge Ein employe or
move a person from the corporate
mainstream, the benefits consul-

tant explained at a seminar here
recently.

"Modifications in the employe
benefit package is one of the
easiest and most effective ways to 4
meet the demands and the needs of

the relocated employe in one

sweep," Mr. James noted.
"Common to all relocation deci-

sions and a concept which must be
communicated is that financial se-

curity is the reward for making the
move," the benefits consultant ex-

plained. "Without the communica-
tion of this fact, the employe bene-
fit package can lose its impact on
the executive, consequently mak- '
ing it the most underrated and
overlooked plus in an employe re-
location."

Mr. James bases his opinion on
results of a recent employe bene-
fits survey of 529 companies na-
tionwide prepared by Hay Associ-
ates, a benefits consulting group,
which reveals that benefit levels

among relocated top executives in-

creased while other employes'
benefit levels remained the same

or increased by no more than 1%
(BI, Dec. 11, 1978).

Stock vehicles and equity plans
are increasing right along with the
benefit levels, Mr. James noted.
"More executives find the pros-
pect o f capital gain much more at-
tractive and satisfying than the
status symbols ofexecutive power
once found in the company plane
or car."

Another advantage in using the
employe benefit package more in
relocation negotiation is that the
employe benefits market is not as
widely diverse as current real es-
tate markets. "Contrary to what
most company executives think,
benefit levels are, for the most

part, equivalent nationwide," Mr.
James explained.

For example, benefit costs in
Texas are not really that much
lower than those in San Francisco.

However, the difference in cost for
a house in El Paso, Tex., is much
lower than one in San Francisco.

"In other words, employe benefit
modifications are much easier to

handle in the relocation process
and can be just as effective as mak-
,ing up the difference in real estate
costs from one area to another," he
said.

The only problem with employe
benefits in'the relocation manage-
ment of companies is that it is a
vastly untapped resource of per-
suasion, Mr. James added. "The
only way that problem can be
solved is to refineand improve the
communication of the importance

of benefits to the person designing
the relocation policy of the com-
pany and to the executive trying to
decide whether relocation is in his

best interest." •



WRNING-
Your FiduciaryLiability Policy

MayBe Dangerous ToYourWealth.

If it limits coverage to persons defined as fiduciaries.

If it limits coverage to wrongful acts of insureds only.

If it provides for defense costs within the limits of liability.

If it limits loss to damages by definition and excludes
non.pecuniary claims.

If it excludes by definition employee benefits liability losses.

If it includes outside persons as insured fiduciaries.

If it contains a limited retroactive acts exclusion.

If it was purchased without the advice of competent legal
counsel who should have rendered an opinion in writing as to
which contract he felt offered the broadest coverage.

Any one of the above is a potentially disas-
trous drawback in your fiduciary liability
coverage...a limitation which can, lit-
erally, cost you all you possess.

You are aware of the personalliability
risks you face as a fiduciary under ERISA.
That's why you purchased fiduciary liabil-
ity insurance in the first place.

But are you thoroughly convinced
your current liability Zoverage adequately
protects you ?

It's your attorney's job to help you
answer that vital question. Let him re-

view your current policy, and let him
compare it carefully with ours.

Start by showing him this ad.
We're confident that our policy will

prove the best possible coverage for your
needs, when compared objectively with
any other policy.

We're the Professional Indemnity
Agency-the Fiduciary Liability Experts.
That's why we have been chosen to pro-
vide coverage for more than 65% of the
Fortune 500 Companies. They do not set-
tle for second best, why should you?

Contact us for further assistance or a

confidential evaluation of your existing
policy.

PIA The Fiduciary Liability Experts.

Professional Indemnity Agency
110 East 59th Street

New York, N.Y. 10022
Tel. (212) 421-2033 Telex 14-8435
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MINNEAPOLIS and MOBILE
... have the Assurex combination. If you require professional insu-ance services in
these areas, or elseahere, we are close a. hand... and backed by an international
brokerage organization with 69 offices and 4,200 specialists worldrkide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

BRANDOW HOWARD KOHLER  THAMES & BATRE'
& ROSENBLOOM, INC. 209-11 North Joachim Street
3601 Park Center Boulevard Mobile, Alabama 36603
Minneapolis, Minnesota 55416 205-432-0451

612-929-5551

 See our ad cn page 6

Malpractice awa rds up

94% in 6 years: Study
WASHINGTON-The size ofthe

average medical malpactice award
doubled over a recent six-year pe-
riod, according to a just-published
massive survey by the Department
of Health, Education and Welfare.

In 1976, the average malpractice
award was $27,708, almost double

the 1970 average award of $14,281.
Also in the six-year period, the size
of the average award increased at

twice the clip o f the general infla-
tion rate.

The HEW study is based on asur-
vey of all medical malpractice
claims closed between July 1, 1976,
and Oct. 31, 1976, by nine major

underwriters who agreed to supply
claims information on the condi-

tion they wouldn't be identified.

Self insurance
isn exactly a
newidei

At NWNL, we were involved
with self insurance protection
of all kinds almost from the begin-
ning. Now we'd like to tell you
a few of the things we've learned.
So we've drafted a booklet

that explains why-and under
what conditions-you should
consider self insurance for

employee benefits.
It explains the risks, the

costs. and the codes of conduct
influencing this trend to self
protection, as well as the variety
of plans available. For your
copy of the booklet, just send the
coupon or write on your
letterhead.

TO: Ginny Patrick, NWNL, Box 20,
Minneapolis, MN 55440

Please tell me more about self-insurance.

Name

T i-1 p

Company

Arlriregs

ri-y

Ct.t'

Phone

ZIP

A rAn Cn,lp

 NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

HOME OFFICE · MINNEAPOLIS. MINNESOTA

81-3/79

These nine insurers were involved

in 84% of claims closed by private
carriers in 1976, according to the

report.

Of the 3,932 claims that were

closed in the four-month period,
47% of the claims resulted in an

award. Nearly all of the awards
(93%) resulted in payments ofmore
than $500 to the injury victim.

The longer it took to settle a

claim, the higher the award was
likely to have been. For claims set-
tled within six months of the time

they were reported, the average
award was $3,607. On the other

hand, for claims that took more
than five years to settle, the aver-
age award was $49,090.

Only 6% of claims were settled
by a trial verdict, while 37% ofthe
cases were settled without the

plaintiff having filed suit. In 53% of
the cases, a settlement was reached
after a suit was filed, but before a
trial began.

Not surprisingly, the size of the
award varied directly with the se-
verity of the injury. The average
award for an insignificant or tem-

porary injury was $7,563, about 5%
of the $145,275 average award for
permanent, total injuries. The av-

erage award for a death was
$57,468.

While insurers have complained
about the "long tail" of medical
malpractice claims, the survey re-
vealed that underwriters' concern

about the long time between an in-

jury and when a claim is reported
may be unjustified. The vast ma-
jority (81.5%)ofclaims are reported
within two years of the time ofin-

jury. Only 2.6% of claims were re-
ported more than five years after
injury.

In addition, ofthe 7,370 hospitals
included in the survey, 81%, or
5,945 hospitals did not close a mal-

practice claim in four months.

However, 872 (12%) of hospitals
were involved in one closed claim,
while two claims were closed at 310

(4%) hospitals between July 1,
1976, and Oct. 31, 1976.

The survey also found that mal-
practice claims were more likely to
involve large hospitals rather than
smaller institutions. In addition,
hospitals in the Pacific Northwest

(Washington, Oregon, California,
Hawaii) were most often involved
in a claim, while hospitals in the
West-South Central states (Arkan-
sas, Louisiana, Oklahoma, Texas)
were least often involved in a

claim.

Neurosurgeons, orthopedic and
plastic surgeons were most often

the target of a claim, while the few-
est number of claims were filed

against physicians engaged in uro-
logy, internal medicine and oph-

thalmology.
Surgical errors were cited in 33%

of the claims and institutional er-

rors were cited in another 32% of

claims. For claims involving inju-
ries that occurred in hospitals,
most injuries (42%) were likely to

have occurred in the operating
room, while 24% of injuries oc-
curred in the patient's room. .

Another acquisition
Fred S. James & Co. Inc. comple-
ted the acquisition of George Herr-
mann & Co., a leading Chicago in-
surance firm, George Herrmann &
Co., was founded in 1898. Her-
rmann operations will be com-
bined with the James Chicago of-
fice. George Herrmann III was
elected chairman of the board of

Fred S. James & Co. of Illinois, a
James subsidiary. He had been
president of George Herrmann &
Co. since 1952.



What The
pree -Trade Zone

Means To Your
Operations Abroad.
Harold Christensen,AFIA President

66

AFIA

New York's insurance free-

trade zone" is being ushered in
with a good deal of fanfare and
rising expectations. It offers risk
managers and brokers the oppor-
tunity to employ their skills and
talent in obtaining the most
desirable coverage on our own
shores with fewer legalistic
restraints.

Subject to the terms of the law,
licensed insurance companies
now will be able to write primary
policies on large corporate risks
without the need for prior New
York State approvals and a host
of esoteric risks will now be able

to be covered here.

For those companies with
large-scale operations abroad
however, the new free-trade zone

will have little impact on their
overseas risks. They have long
been accustomed to dealing with
the major international insurance
organizations in New York and
other parts of the country where
an international free-trade zone

environment has existed for as

long as AFIA has been in opera-
tion - over sixty years.

But for those risk managers
and brokers who have not been as

involved in overseas risks as some

of the multinational companies
have, the new free-trade zone

WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road · Wayne, N.J. 07470

may, on the surface, seem to
simplify their efforts. In point of
fact, the opposite may be true.
Licensed companies may well
write overseas exposures without
having the necessary overseas
facilities and insureds may
be lulled into endorsing their
domestic policies for risks abroad,
not realizing the potential harm.

It is necessary here or abroad
to know the market and the ser-

vices provided. And because of
different regulations, laws, and
customs, it is even more impor-
tant overseas than domestically
to have an underwriter who is

trained and knowledgeable about
the countries abroad with claims

service and staff spread throughout
the world.

This is why AFIA maintains
the largest number of offices,
claims services, and staff abroad
of any U. S. foreign underwriter
and perhaps one of the reasons
why 90 of the top 100 companies
operating abroad insure with AFIA.

We welcome the new free-trade

zone in New York. It is a step
toward lessening the restraints of
government on our industry. And
it is a step we heartily applaud.
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HERBERT L. JAMISON& CO.
90 Park Avenue, New York, N:Y 10016 · Area Code 212-490-7670

EMPLOYEE BENEFITS

• Plan Design & Administration
• Employee Communications

• Third Party Claim Facilities

Solidarity
Stability
Integrity

dates for buyers
APRIL 4-5. RCI Communications

is sponsoring a seminar in Chicago
on how to reduce municipal insur-
ance costs while improving cover-
age. The seminar will cover general
liability, public official liability,

funding o f risks, risk management
techniques, competitive bidding
and how to select an agent and bro-
ker. The seminar will be repeated
April 18-19 in Washington, D.C.
Cost is $395. Contact RCI Commu-
nications Inc., Suite 350, Building
V, 10300 N. Central Expressway,

Dallas, Tex. 75231; phone 214-363-
9656.

APRIL 4-5. Retirement Advisors is

sponsoring a workshop at the Ben
Franklin Hotel in Philadelphia for
pre-retirement planners. The
workshop is designed to provide
information, tools and techniques

Principles That Endure Throughout The Years
Certain timeless principles stand

untouched by economic and social business must be firmly committed to  With the knowledge that a successfulchange. Solidarity, stability, and integrity unchanging ethics, we will continue to
are three such principles on which we dedicate our insurance services efforts to

have built our future in the field of Excess business practices and standards of the
and Surplus Lines insurance. highest quality.

Associated International insurance Company
Member Stewart Wrightson Insurance Group, London

Excess • Special Risk • Surplus Lines • Liability and Properly

Home Office: 3670 Wilshire Blvd., Los Angeles, CA 90010 • (213) 385-2017 Telex 67-3231

Cosmos Management Services Co.. an Illinois corporation

Chicago Office: 300 West Washington Blvd.. Suite 1405, Chicago. IL 60606 • (312) 346-4560 Telex 20-6311

Business accepted through speci fically qualified surplus line brokers

for designing, updating and sup-
plementing comprehensive retire-
ment planning program. The

workshops will be repeated May
15-16 in New Orleans. Cost is $250.
Contact Alternative Choice Inc.,
P.O. Box 375, Rutherford, N.J.
07070; phone 212-245-1650.

APRIL 9-11. Risk Management/
Self-Insurance for Hospitals is a
seminar prepared by Aspen Sys-
tems Corp. to be held in Sarasota,
Fla. The seminar will examine

today's malpractice crisis and ap-
proaches to liability protection-
self-insurance, risk management
programs, claims management
programs and a trusteed self-
insurance. The seminar will be re-

peated July 30-Aug. 1 in Boyne
Falls, Minn. Cost is $350. Contact
Registrar, Aspen Systems Corp.,
20010 Century Blvd., German-
town, Md.; phone 301-428-0700.

APRIL 12-13. Business risk man-

agement is the topic ofa seminar
sponsored by the Society o f Char-
tered Property & Casualty Under-
writers seminar to be held in Chi-

cago. Cost is $60 for members; $70
for non-members. Contact Society
of CPCU, Providence Rd., CB#9,
Malvern, Pa. 19355.

APRIL 19-20. Risk management
and loss control are the topics of a
Professional Risk Management-
Communication seminar to be

held in San Diego. The seminar is
specially designed to show how
risk management and loss control
concepts can interact with human
relations techniques and quality
assurance methods to enhance

patient-centered care. Legal rights,
liabilities and case law will also be

covered. Cost is $250. Contact
PRM-Communications, P.O. Box
4475, Santa Ana, Calif. 92702.

APRIL 19-20. The University of
Pennsylvania's Wharton School is
sponsoring a seminar in Cleveland
on how to apply scientific methods
to risk management decision mak-
ing. The seminar will explain
methods for determining aggre-
gate retention, per occurrence de-
ductibles, severity trends and us-
ing risk aversion levels and risk ad-
justed costs as a basis forrisk man-

agement decisions. The seminar
will be repeated May 17-18 in At-
lanta and June 18-19 in Denver.

Cost is $375. Contact The Business
Risk Education Center, Room 415,
Vance Hall/CS, University ofPenn-
sylvania, Philadelphia, Pa. 19104.

APRIL 23-24. The Wharton School
of the University of Pennsylvania
is sponsoring a two-day seminaron
analytical approaches and

methods for managing political
risks in foreign investments, un-
certainties in the foreign invest-
ment climate, the acquisition of
political risk intelligence and the
corporate strategies in the manage-
ment of a political risk are ex-
amined in the seminar. The semi-

nar will be repeated June 11-12 in
Chicago and September 24-25 in
Washington. Cost is $495. Contact
Registrar, 14th Floor, Wharton

RMFI Seminar, 360 Lexington
Ave., New York, N. Y. 10017.

APRIL 25. The International Foun-

dation of Employe Benefit Plans is
offering a one-day high intensity
institute in Chicago on current is-
sues and problems facing trustees,
administrators and advisors of

joint labor-management employe
benefit trust funds. The seminar
will be repeated April 26 in St.
Louis. Cost is $90 formembers and
$115 for non-members. Contact In-
ternational Foundation of Em-

ploye Benefit Plans, P.O. Box 69,
Brookfield, Wis. 53005; phone
414-786-6700.



Oil explorer
shifts brokers

for services
LOS ANGELES-The promise

of better service coaxed Global
Marine to end a more than 20-year
relationship with Marsh & McLen-
nan and move its $4 million prop-
erty and casualty insurance ac-
count to Alexander & Alexander.

Global Marine, which operates
16 offshore oil drilling and explora-
tion vessels in locations through-
out the world, also based its deci-
sion on A&A's recent acquisition
of oil industry specialists Manage-
ment Insurance Services (MIS) in
Houston, according to Gordon
Adams, risk manager.

"It wasn't a matter of price," he
said. "We felt what A&A had to of-
fer was more comprehensive than
what we were getting at M&M."

Since it was founded more than
20 years ago, Global Marine had
placed all its insurance through
M&M. Perhaps because of the
length and exclusivity o f the rela-
tionship, Mr. Adams said, the com-
pany was taken for granted by its
former broker."We were looked on

-as a house account," the risk man-
ager said, "the broker might have
gotten complacent."

Mr. Adams also charged that the
services of M&M's Houston office,
with its oil industry expertise,
were not made available to Global
Marine. "With our new broker,
we'll be serviced by offices in Los
Angeles, Houston and Ft. Worth."

He emphasized the importance
of MIS in Global Marine's decision
to go with A&A. "MIS was one of
the brokers we approached with an
invitation to submit a proposal,"
the risk manager said.

Several southern California bro-

kerage firms were also asked to
submit a "conceptual broker ser-
vices report" after Global Marine
reorganized insurance responsibil-
ities this past summer.

Mr. Adams, formerly a broker
with Reed Shaw Stenhouse, is the
first risk manager for Global Ma-
rine. Previously there was no one
person responsible for the insur-
ance function, he said.

After deciding to put the account
, up for bid, a committee ofthe chief

executive and financial officers
and corporate counsel as well as
the risk manager reviewed the bro-
kers' reports. They were assisted
by C.C. "Bud" Griffin, partner with
Warren, McVeigh & Griffin risk
management consultants.

"We gave the brokers informa-
tion on ourinsurance program, but
didn't tell them who the underwri-

ters were or what premiums we
were paying," Mr. Adams said.

M&M's report was "quite a dif-
ferent program from what we
had," and was among the four fi-
nalists, the risk manager said.

The new arrangement with A&A
is on a fee basis, rather than the
commission basis with M&M.

Executives in the Los Angeles
office of M&M declined to com-
ment on the loss of the Global Ma-
rine business. Account supervi-
sors at the new brokerage firm said '
it is too early to comment on spe-
cifics of the program being con-
structed for the drilling company.

Global Marine's vessel coverage
is up for renewal May 1. "Right
now we're in the midst of picking
and choosing among recommen-
dations that were made to us," Mr.
Adams said. •

All American moves

All American Marine Slip, an un-
derwriting syndicate of 3linsurers
andreinsurersmanagedbytheMa-
rine Office of America Corp., is
moving to new offices at 99 John
St., New York, N.Y. 10038.
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The vagaries of local customs
or regulations should never
be an excuse not to provide
level, uniform and complete
international coverage.

Despite wide variations in insurance practices be-
tween foreign countries, the goal of most U.S. companies
with facilities abroad is coverage that, when considered as
a whole, conforms to established domestic standards.
Complicating this goal are the obvious differences in
policies written in different languages and payable in
different currencies. Additional obstacles include varia-

tions in national insurance codes, tax laws, availabilities
of insurance, and claims and underwriting procedures.

Regardless of these difficulties, the goal of uniform
international coverage should be and is achievable. And it
is the responsibility of your underwriter to make it so.

INA International maintains 62 full-service offices

and even more claims facilities around the world. They are
staffed with seasoned insurance professionals, who are
well prepared to compensate for the vagaries of local
customs and regulations everywhere you do business.

For further information and a new brochure write INA

International at 1600 Arch Street, Philadelphia, PA
19101, or call one of our eight domestic offices in Phila-
delphia (215-241-2460), Houston (713-977-6220), Los
Angeles (213-480-4600), New York (212-233-5010), San
Francisco (415-391-9310), Atlanta (·404-688-8311),
Dallas (214-688-0326), or Chicago (312-648-7509).

INA International, whose network of worldwide facilities
is the largest of any single U. S. based insurance company, has
developed a number of operating standards that should prove of
interest and benefit to agents and brokers.

This is the second in a series.
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« Castle 8 Cooke uses a state,by,state strategy
to self insure workers' comp successfully"

" It's obvious why we concentrate a
substantial amount of our self insurance

in the area of workers' comp. In agricul-
ture, fishery operations and food pro-
cessing - three of our major fields - the
possibility of injury is often present. And
in the many states where we operate,
regulations are steadily increasing the
level of disability payments.

"Since 1968, when Castle & Cooke
started self insuring, we've achieved bet.
ter financial control over the entire situ-
ation. And ESIS shares the credit for

that. Their people are on the scene in
every state. And with a working knowl-
edge of each state's laws and methods,
they've been particularly helpful in
claims investigation and handling.

«ESIS' loss reports, on a state-by-

state basis, help us pinpoint potential
problem spots... and serve as an accu-

rate tool in assessing loss predictability.
This gives us a good handle on determin-
ing reserve levels from year to year.
They've also contributed to safety con-
sulting in many of our plants across the
country."

ESIS Profiles:

Risk management's
new breed.

Rita Garcia

Director, Risk Management
Castle & Cooke, Inc.

More and more risk managers like Rita
Garcia are turning to ESIS. Why? ESIS is the
leading administrator of self insurance pro
grams in the U. S. ESIS can Movide all of the
administrative, claims handling, loss control
and statistical Teponingfunctions normally per-
formed by an insurance canier To find out how
ESIS can help your self insurance program,
wnte to us or contact your insurance agent or An INA Corporation Company
broker. 4050 Wilshire Blvd., Los Angeles, CA 90010
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Benefit managers: Heed the tactics
of risk management in funding plans

By J. Peter Hepburn, CLU

LIAVE YOU EVER SEENthewords"risk
11 management" applied to employe ben-
efits? We are besieged with advertising re-
garding "administrative services only" ar-
rangements or third party administrative
schemes, but no one is talking about the
application of classic risk management
theories and applying them to benefit pur-
chase.

I think one of the basic reasons for this is
that we in the benefits area have not been

exposed to "risk management." Most o f us
in the benefits business today-as benefit
managers, benefit consultants, or sales-
men-have been trained exclusively in the
group insurance end of the business and
probably have had that training from either
an insurance company or a brokerage orga-
nization. Hence, we are classically underex-

- *6sed to risk management andtendtothink
purely in terms of insurance versus self-
insurance. The concepts of tiering, or cost-
effective purchasing are strange to us. Thus,
I think the most effective and dramatic

move any manager can make within your
corporations is to obtain a good solid educa-
tion in risk management.

Typical approaches
From our surveys o fthose attending semi-

nars on corporate insurance management, it
appears that systems you are using run the
gamut from retroactive through retrospec-

tive rating plans, to the concept ofcost-plus,
and finally, pure self-insurance with a stop-
loss agreement. We found:

. Few, if any, companies are self-funding
any portion of group life insurance.

Peter Hepburn is manager of Unionmutual

Insurance Co.'s New Yor10·group operations.
This article is adapted from remarks detiv-
ered at a series Of seminars on Corporate
Insurance Management sponsored by New
York University.

Medical Plan Funding
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• Pooled life amounts are nearly always
insured with a firm's basic life insurance
carrier.

. Accidental death and dismemberment
benefits are nearly always insured with your
life insurance underwriter.

. Short term disability is with your life
and medicalunderwriter, ifitisinsured, and
not with your long term disability carrier.

. Combining aggregate and specific stop-

$10,000-Insured

$10,000 $20,000-Self-Insured

$20,000 &

above-

Excess

insurance

loss coverage on your benefit programs is
almost unheard of; you operate with one or
the other.

. None of you are using the concept of
"tiering" any of your benefit coverages.

• Most of you are uncomfortable with re-
serves established in your medical program
and upset about reserves in long term dis-
ability.

. Specific items constituting your reten-

tion (overhead) have either shifted or in-
creased radically over the past several years.
"Risk charges" are particularly difficult for
you to understand.

• You are uncertain about how closely
your claim-payers are scrutinizing coordi-
nation-of-benefits provisions in your pro-
grams. Nobody is really doing a job ofpolic-
ing medical and LTD claims. You're just not
"managing" the risk.

With these elements in mind, let's look at
some of the things I think you should exam-
ine in your own benefit programs. Although
the Carter administration has a proposal to
eliminate the $5,000 tax-free death benefit, it
is an interesting area to consider either self-
funding on a pay-as-you-go basis. or pre-
funding, through a 501(c)(9) trust. Regard-
ing prefunding, you might look into"retired
life reserves." I refer you to an article on the
subject written by Richard A. Hess, CLU, in
a recent issue of Business Insurance.

Other methods

Probe the life pooling formula to see
whether or not you are being charged at the
rate-per-thousand used on the non-pooled
premium or the tabular rate established on
the pooled amounts only. Pooled premium
is on high amounts ofinsurance and in most
corporations this coverage tends to be on
older males. Since virtually all life rate ta-
bles charge more formales than females and
skew heavily upward at the older ages, you
may find a small percentage ofyourtotallife
volume carrying a much higher percentage
of your total life premium. I would suggest
you investigate placing the pooled insur-
ance with another underwriter on a non-

participating basis. Before you do it, check
with your own carrierto find out ifthere will
be a corresponding increase in the retention
area. Because the slope and level oflife rates
vary greatly by company, 30% savings are
not uncommon.

In the life insurance area, self-insurance
Continued on page 44

Six steps to product liability loss control
By Spencer J. Traver

T BELIEVE THAT PRODUCT liability is
1 a crisis despite the fact that the Federal
Interagency Task Force on Product Liabil-
ity Report says it is not. My reason for disa-
greeing with the Department o f Commerce
is strictly financial.

We have here a segment of business ex-

pense which is compounding by 30% per
year. These statistics are based upon a
closed claim study performed by the Insur-
ance Service Office (ISO) involving over
24,400 losses. The study was released in late
1977.

To illustrate the crisis proportions of this
situation, let's assume that in gross sales. At
the present growth rate, these costs will rep-

resent 1.37% by 1981 and almost 2% by 1990.
These are only average costs. Some busi-
ness in the high hazard products field are
already paying about 7% o f gross sales. The
average for the National Machine Tool

Builders Assn. membership in 1976 was
3.1% of sales, for example.

The law has developed to the point where
manufacturer's liability has been expanded

beyond the point of reason. Both large and
small corporations are perceived wrongly as
having limitless wealth. Our society is ap-
parently demanding a risk-free environ-

ment. From the ISO report we learn that
manufacturers are bearing 87.1% of the
costs; wholesale and retail business, 4.6%;

Spencer J. Traver is assistant treasurer and

director of risk management for BF Good-
rich Co., in Akron, Ohio. His remarks were
delivered to a meeting Ofthe Cleveland chap-
ter of The Financial Executives Institute.

construction industry, 3.4%, and service
business 3%.

From this same ISO survey, we can learn
which products generate the most paid
claims and the relative severity of average
payments. Most of these products are non-
machinery products. This fact, together
with the fact that the majority oflosses oc-
cur within 48 months of manufacturing
date, tell me that the tort reform legislation
now being passed by a number o fstates will
not do the average manufacturer much
good. To the extent these new laws do help,
it will be many years before we see the im-
pact. To provide you with some ideas that
will help to reduce your exposure to product
liability, let me suggest that you must:

• Know the cost of warranty expense,
returned goods and adjustments for each of
your product groups. Restate this cost per
1,000 units, cost per 10,000 lbs. of finished
goods or other suitable measure. Watch
these ratios carefully. They are your first
clue to potential problems and can provide
management information and suggest action
usually long before an injury occurs.

. Know the cost of your product liability
foreach ofyourproductgroups. Restatethis
cost, too, as a cost per unit or per 1,000 units

or per 10,0001bs. as indicated for warranties
and watch Ihe results. These costs provide
excellent guidesto whereyour problems are
occurring. By way of illustration, we know
of one manufacturer that had a product lia-

bility cost of $47.65 per unit for a product
retailing.at $9.95. This firm was able to de-
sign out the product defect for 42 cents per

unit, change the retail price to $10.95 and at
the same time reduce the product liability

Effective reform legislation will
help a lot. Labor unions and con-
sumer groups, two strong oppo-
nents, must be educated that un-

restricted product liability costs
are a strong contributor to loss of
purchasing power and inflation.

-Spencer J. Traver

cost per unit to less than 15 cents per unit. If
you can't design out the defect and the mar-
ket place is too inelastic to absorb increases,
consider dropping the product.

. Consider risk financing alternatives:
larger deductibles, cash flow plans, paid-

loss retrospective rating plans and others.
. Communicate the nature and scope of

the product liability crisisto everyone in the
firm. Their jobs are at stake but they can't
help you if they don't know about the prob-
lem or are not accountable for its costs.

. Get involved in politics. Get your em-
ployes involved. Effective reform legisla-
tion will help a lot-plaintiff lawyers, labor
unions and consumer groups are strong op-

ponents, but the latter two groups must be
educated that unrestricted product liability
costs are a strong contributor to the loss of
purchasing power and inflation. We must
enlist their support to succeed.

• Know the law. Don't lose product cases

by default because you failed to provide
proper warnings, instructions for safe use,
good records, good technical support to
your defenders. Do you use the same sales
contracts for off-spec products as you do for
first line products? Did you leave the claims
adjustment in the hands of your defense at-
torney or the insurance company or do you
actively involve yourselvesandyourtechni-
cal personnel? Does your advertising and

product literature expressly or impliedly
promise more than the product delivers?

• Use professional insurance brokers.
Meet the leading executives of your insurers,
including key underwriters for your um-
brella liability. Above all, insist on complete
reports of the broker's marketing efforts.
Give them direct assistance in preparing un-
derwriting presentations that cast you in the
best possible light. •
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HEW's national health plan chart
reeks of double think, generalizations

By Dennis A. Kairis "Plan Summary" section stated that "all

fle N
LAST WEEK A RATHER WEIGHTY

transactions would occur between pro-

7 -- 6AY AH / -/-» .« viders and insurance plans rather than pro-
document entitled "HEW Staff Depart-

ment Tentative National Health Plan"
viders and patients "

I could only assume that somehow the in-
crossed my desk Despite its length, and my tolerable had become convenient If part of
predisposed negative attitudes on the sub- IFIL 31/6/WZ/ZI J..... our problem hes in the fact that the patient

M

ject, I forced myself to examine it As I 1 ej\
turned page after page, I found myself grow-

sciBEAGH
never became aware of the cost of medical

ing increasingly irritated-irritated atwhat I
care the government s procedure to ellmi-
nate him entirely certainly didn't aid in of- 1

judged to be contradictory statements, irri- fering a solution, especially since they felt
tated with broad and unsubstantiated gen- such action would be "intolerable" in the

eralizations, irritated with apparently "fore- £<1 first place

gone conclusions," and alarmed with what r,¢C* 447 JI ' vh
appeared to be a combination of fiscal irre- Government overkill
sponsibillty and Orwellian "double think " %\ 4

After regaining my composure, I won- 9 e*,/'*9 1 11, d The role of Health System Agencies
dered whether I was alone in my reaction to
this document What was the reaction of my 9; \> (HSAs) was mentioned several times, yet, it

\ was evident from HEW's comments (as well

peers, we so-called employe benefits prac- *'62234 as my own personal experience on an HSA
titioneers, of the general business commu- 0-==

4

board) that more leverage, strength and rez _

nity, of our elected representatives in Con-
gress, of the average American citizen"

structuring of the HSA organization are
needed It is interesting to note that control

Lacking answers to these questions, I felt
* C.

\ of health care expenditures and restrue-
compelled to try and find out This commen- turing of the health care delivery system is
tary is my attempt to obtain answers Just a little bit much to swallow... already under way on two fronts one with

the evolution ofthe HSA structure, which is

Who's funding it? Who pays the bill? only in its infancy and Just beginning to

Secondly, the assumption of three have an impact, and secondly with the rapid
Within the first few paragraphs of HEW's sources of funding, namely government, Fur.ter withinthis section a discussion of growth of HMO's Should we not give these

draft, two comments, one following the employer, employe, was an indication of a "the Inefficlency of the Health Care Sys- two forces some time to impact the system
other, piqued my curiosity I quote "The failure to, understand economics The tem" was presentec (Undoubtedly, many of before we create another nightmare?
experience of other government programs, government's only source of real money, as the iceas were given birth to by Ewe In general, HEW's draft o fa national health

in which expenditures far exceeded initial far as I understood, was its citizens, indwid- Reinhardt of Princeton University who plan struck me as marked overkill Yes, we
projections, must not be repeated The ual or "corporate " speaks eloquently on the economics of the need to do something about the cost and
plan should be financed through multiple health care dellvery system ) Within this availabillty of health care Yes, we should
sources, including governmentfunding and Government intervention section, I read the following pay attention to the health needs ofthe poor
contributions from emplovers and em- "The uniqueaspect cfthe health market is and the unemployed But with 91% ofhospi-
ploves" (emphasis mine) Not nearly a page later, in the paragraph that ner her ofthe parties directly involved tal expenses now paid by third-party pro-

I enthusiastically supported the first preceding and within the section headed in generating the use of services-the pa- viders and with more and more comprehen-
statement, but then realized that thoughthe "The Need for a National Health Plan," were tient and physician-normally pays for sive health coverage offered by employers,
intention was laudible, how could it be the statements "Inevitably in describingthe those services The part3 that pays-public need we react as violently as this proposal

achieved? Each imposed governmental bu- chronic problems in our health care system or private insurance slans-has almost no suggestsp
reaucracy has always added burden to our which justify intervention on the scale controlover the quantitj or price ofservices Let's not throw the baby out with the bath
economic hfe in spite of sunshinelaws, zero described " and, "The American public provided Thecostimplicationsofcontinu- water Our health care system reached ltS
based budgeting and the like We also have has increasingly grown to feel that govern- ing this relationship undera national health current level, not through governmental
never solved the problem of the lack of in- ment has an obllgation " and,"The behef plan woild be into_erable " control, not through bureaucratic red tape,
centive in civil service structures compared has grown that the government should as- I read this last sen-ence with interest, butthrough talented, dedicated and attimes
to the bottom line (profit) orientation ofthe sure that our citizens health again -lodding my general agreement To benevolent "free" enterprise Courting fed-
free enterprise sy5tem I ask, "According to what evidence? my su-Trise, however in the full explana- eral control and imposing another federal

Based on who's belietv" Other than HEW's :ion of:te mechanics cr'the HEW proposal, I bureaucracy causes me to remember some
Dennis A Kazns :s directorofemplove bene- words, I perceived no national mandate de- found " The provider would only bill the words authored over 200 years ago
flts at Borden Inc tn Columbus, Ohlo Hts manding that the government "intervene," -nsurance firm, neverthe patient, In addl- "He (the King of England) has erected a
career ill the employe relations and benefits "guarantee," or "assure " In fact, HEW .lon, p rviders would be paid in full by the multitude of New Offices, and sent hither
held spans 15 years He ts a member of the states that the ma}ority of our citizens are _nsurance plan thus el minating bad debts swarms of Officers to harass our people, and
Council on Emplove Benefits and the well protected, and within our democracy, a and the costofattemptingtocollectoverdue eat out our substance "
Mtdwest Pension Conference majority seems to be critical paymeits from patien.s " In addition, the -Declaration of Independence •

Calif. bars insurance for punitive damages
By Victor B. Levit and Indemnity Co (1972) 108 Ariz 485, 502

P2d 522, a decision ofthe Arizona supreme

IN TWO RECENT CALIFORNIA cases, court The court's barring of insurance
the California supreme court and In determining whether a particular state

the California court of appeal, second dis- such as California does or does not permit for punitive damages is sure to
trict, have answered a question that has insuring punitive damages as a matter of *7*44*4

been open for some time in this state Essen- public pollcy, it is extremely important
tially the decisions indicate that punitive what the specific facts of the case are For
damages are not insurable in California and example, if an intentional tort and not gross

have a great impact, since Cali-
fornia is one of the states in

lt lS against public pollcy to insure such negligence had been involved in the deci- f--*<

damages in this state sion in Oregon, the Oregon supreme court which very large punitive dam-
This decision is certain to have a great im- might have arrived at a different result

pact, since California is one of the states in ages awards have been made.
which very large punitive damage awards
have been made Also, this developmentina

Willfulness cited
-Victor B. Levit

maJor state such as California reverses a re- In Clemmer u Hartford Insurance Co

cent trend in other states whlch have held (December 1978) 22 C3 865, 151 CR 285, the
punitive damages are insurable if they are California supreme court held that it would
not excluded I refer to such cases as Harrell be against public pohcy of this state and a
v Travelers Indemnity Co (1977)279 Or 199, violation of Cahfornia Insurance Code Sec- court rejects contenticn that damages are onstrate that an innocent third party may
567 P2d 1013, a decision of the Oregon su- tion 533 which prohibits an insurer from in- recoveratle in the fcllcwing language recover for the action ofthe insured's agent
preme court, and Price v Hartford Accident suring a willful act "An insurer is not hatle "Plaintiffs' contention that innocent Here, however, we are not concerned with

for a loss caused by the willful act of the vlctlms o=ntentional tols should be able to an action of Dr Lovelace's agent, but with
Victor B Levzt ts managing partner ofthe insured, butheisnot exonerated by the neg- recover f-om an insire- without regard to Dr Lovelace's own act Hartford may not be
San Francisco and Los Angetes lawflrm of ligence of the insured, or of the insured's the wlilfulness of the -msured clearly runs held liable to plaintiffs for any willful act of
Long & Levit The immediate past chairman agents or others," it states contrary .0 the policy expressed in Insur- Dr Lovelace "
of the insurance committee of the San Fran- The act involved m the case was murder ance Cole section 533, the subject ofdiscus- The main case which deals with this prob-
cisco Bar Assn, Mr Levit has wntten and and the suit was brought by the holders ofa sion at zte start of this opinion Nuffer v lem of whether it is agamst public pohcy to
lectured extensively on the subject of punt- wrongful death judgment against the Insuran:€ Co of Ncrth America, 236 CA2 insure against punitive damages is City
tive damages, murderer's insurer The Callfornia supreme 349, 45 CR 918 is cited by plaintiffs to dem- Continued on page 44
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Southern
Pacific
is well

trained
forour specialists-

on-the spot,
the uncommon
is commonplace

We like to keep track, if you'll pardon the expression, and at last count Southern Pacific had
85'000 freight cars and 2,soo diesellocomotives. Plus, of course, investments and customers in
intermodal transport, trucking, pipelines, computer and communicati6ns services, equipment
leasing and land management.

To protect those investments and insure the goods of its customers, Southern Pacific naturally
attaches great importance to its risk management program. Swett a Crawford Group, in turn,
plays a vital role in helping SP and its broker meet those risk management needs. For more than
30 years, Swett & Crawford Group railroad specialists have effectively met a myriad of insurance
requirements for Southern Pacific, including excess iability, fixed property and bill of lading
coverages, as well as claims and loss control services.

With half a century of experience, Swett & Crawford Group is renowned for its ability to sell,
service, insure and reinsure large and unusual commercial risks-in the fields of energy,
transportation, construction and manufacturing. Swett & Crawford Group: a unique combination
of capabilities and organizations working together to serve the domestic and international
insurance and reinsurance ftelds.

Swett&Crawfbrd Group
a subsidiary of The Continental Corporation

For more information about Swett & Crawford Group write our President, Mr. W. E W Fellows, 4201 Wilshire
Boulevard, Los Angeles, California 90010.
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authority nationwide as to whether insur- then be punishing itself forthe wrong com-

Punitive damages... ance may valldly cover punitive damages mitted by the insured
and then says "this issue has never been
squarely addressed in any California appel- Decision final

Continued from page 42 the punitive damages and it was contended late decision "
Products Corp v Globe Indemnity Co that recovery of punitive damages against The court says the lead case in the United The California appellate court recognizes
(January 1979) CA3, 151 CR 494 The opinion the insurer violated Section 533 of the Call- States prohibiting insuring against punitive that both Arizona and Oregon recently ar-
states correctly that it is the first appellate fornia Insurance Code and the pollcy of the damages is Northwestern National Casualty rived at different results, but points out that
court decision in this state to rule upon state to award punitive damages "for the Co v MeNulty (1962) 307 F2d 432, 440-441, in Arizona and Oregon gross negligence was
whetheritis orisnotagamst public pollcy to sake of example and by way of punishing and quotes that opinion involved The court concludes

insure aginst punitive damages the defendant," (Cahfornia Civil Code Sec- "The policy considerations in a state "The foregoing demonstrates that the pol-
The insurance policy in question was a tion 3294) where, as in Florida and Virginia, punitive icy of this state with respect to punitive

general habihty pohcy which did not exclude damages are awarded for punishment and damages would be frustrated by permitting
punitive damages and covered "all sums Punishment needed deterrence, would seem to require that the the party against whom they are awarded to
which the insured shall become legally obh- damages rest ultimately as well nominal- pass on the llability to an insurance carrier
gated to pay as damages" including false The court concludes that the basis of the ly on the party actually responsible for The objective is to impose such damages in
arrest or malicious prosecution In a prior award was the willful act of plaintiff, notthe the wrong If that person were permitted to an amount which will appropriately punish
action, a Judgment had been lendeled for vicarious responsibility for the acts of an shift the burden to an insurance company, the defendant in view of'the actual damages
malicious prosecution against City Prod- employe and that therefore recovery ls pro- punitive damages would serve no useful sustained,' the magnitude ®lnd flagrancy of
ucts for $2,725 compensatory damages and hibited under Callfornia Insurance Code purpose Such damages do not compensate the offense, the importance o f the policy
$30,000 in punitive damages (The punitive Section 533 The court also says, however, the plaintiff for his injury, since compensa- violated and the wealth of the defendant
damages were reduced on appeal to that even if California Insurance Code Sec- tory damages already have made the plain- Consideration of the wealth o f the defen-
$10,000) tion 533 did not exist, there could be no re- tiff whole And there is no point in punish- dant would of course be pointless if such

The punitive damages were awarded on covery since it is the policy of this state to ing the Insurance company, it had done no damages could be covered by insurance
the basis that the malicious prosecution re- allow punitive damages "for the sake ofex- wrong In actual fact, ofcourse, and consid- The onus of the award could depend en-
suited as a result o fdellberate actions by the ample and by way of punishing the defen- ering the extent to which the public is in- tirely upon the amount of insurance
collection manager for not Just one store of dant " sured, the burden would ultimately come to City Product's request for a hearing in the

City Products, but for an entire area, and as The court points out that malicious prose- rest not on the insurance companies but on California supreme court was denied by the
such, this individual had authority to bind cution involves malice and is more blame- the public, since the added liability to the Supreme Court Feb 28
the corporation worthy than neghgence insurance companies would be passed Therefore, the decision of the court ofap-

A demurrer was sustained with regard to The cow t refers to the "sharp split" of along to the premium payers Society would peal will become final

Benefit plan funding...
to see in the claim cost area with a signifi- ample, saw an increase of 47% from a 1965-
cant change in paid claims either up or 1969 base period rate of 2 76 claims per 1,000
down (b) Find out about interest credited insured to 4.05 in 1971 Such increases can

(c) Ask for detail on reductions in "risk be more dramatic as we view particular in-

Continued from page 41 mal charges" with the implementation of more dustries and firms Coincidentally, the So-
has been a problem if death benefits over Tienng is rather common in your property pooling, retros, or stop loss provisions (d) cial Security Administration has reported a
$5,000 were being provided Realistically and liability programs but I see none ofit in Be certain the premium taxes are calculated 47% increase in approved disabillty claims
speaking, most companies do Indeed pro- the benefits area At its most rudimentary, on a net rather than gross premium basis from 1968 to 1974
vide benefits much higher than $5,000 The you might considerinsuringthe first $10,000 except in those states where taxes must be Do your LTD plans foster high disability
IRS maintained that only the first $5,000 of of any medical claim, self-insuring the next paid on gross (e) Take a look atthe commis- incidence by providing excessive benefit
death benefits provided by a self-insured $10,000 to $20,000 and then buying excess sions being paid Keepin mindthecommis- levels? Try to replace 70% of after-tax in-
employer would be tax free But that rule insurance over the "buffer" layer sionsarenotagift fromtheinsurancecom- come The 10% "coinsurance element"
has recently been struck down by a circuit Your longterm disability plans are an area pany to the broker They are a fee being paid could be less for lower paid employes The
court which said that if a survivor's benefit which you might want to self-insure losses by you for work that has and ostensibly will 70% guidellne suggests a decreasing benefit
program has all the characteristics of a life for a number of years beyond a basic term continue to be done percentage as gross salary rises A benefit o f

insurance contract, payments are taxed as if and then buy some type o f stop-loss cover- I f you think commissions are excessive, I 60% o f gross salary is a reasonable benefit
they emanated from a life insurance con- age over your self-funded retention For ex- would ask your broker for an accounting on level if you do not like the graded concept
tract This court decision, coinciding with a ample, benefits payable after two or five an hourly basis Sophisticated brokers and The following study clearly shows the rela-
change of heart by the IRS, clears the way years of disability could be self-insured service organizations are able to supply this tionship between benefit level relative to
for self-insurance of group hfe programs instantly and Ithink thatif we in the selling pre-disability earnings and incidence of

Examine your costs for accidental death Medical reserves end of the business are to achieve the "pro- claim
and dismemberment coverage Traditional- fessional" status that we seek, we should be

ly, all AD&D is pooled Virtually all ofyou As you all know, medical reserves are es- prepared to provide you with detailed infor-
Gross benefits Ratio actual to

are buying coverage forbusiness travel acci- tablished for one purpose only andthatisto mation Just as your accountants and attor-
to gross pay ratio expected claims

dent as well as voluntary 24-hour accidental pay claim habilities incurred but not yet re- neys do There is nothing sacred about han- Under 50% 56%

death and dismemberment from a specialty ported or paid At any given date this habil- dhng your risk and ifhe is doing a bad Job, 50% 71

carner, not from your basic group under- 1ty will normally last no longer than one replace him 50% -- 60% 88

writer Get a price from that carrier for your year With today's data processing sophisti- For medicalcare, ination isthelongterm 60% - 70% 108

accidental death and dismemberment You cation, it is easy for any insurance company villain Don't help it along by agreeing to Over 70% 137

may find that you can reduce >our costs as to do highly accurate "lag studies" so that price increase expectations Use a retro
much as 50% I have seen 6 cent rates be- they are reserving as close as possible to the agreement approach ofat least the insurer's Despite the volatility of LTD, many orga-
come 3 cent rates when placed outside actual run-outs Unfortunately, many car- trend factor and minimize cash flow Have nizations are pursuing self-insured alterna-

All of you have implemented long term riers do not operate with this huge type of them justify their factor both by the price/ live because of the allure of the favorable
disability plans Does it make sense that the accuracy We frequently find reserves being utilization index in general and your own cash flow and the somewhat tarnished inter-
same information gathering unit or person handled as a percentage of premium or with policy's exposure-adjusted trend Have est rates many companies credit on LTD
could pay all of your disability income a formula being apphed to the lag studythat your deductibles kept pace with inflation or reserves held To date, few companies seem
claims for less overhead than two separate is inflated Get details on how, exactly, your are you still cost-sharing at a 1962 level o f to have consummated complete self-in-
entities'> If you are insuring your short term reserves are establlshed If your medical $100 per calendar year? Orient your plan to surance and some have elected insurance
disability with an underwriter different care reserves exceed 35% of claims paid, come in late-after $200 per person-but after two or five years self-insurance I
from your long term carrier, you might ask really push to find out why they are that come in strong with reduced coinsurance would suggest that if you are looking at this
each for a quotation on the other with spe- high Swollen reserves sometimes indicate Why make the sick carry the load alonep concept that you investigate a 501(c)(9)
cific information as to cost of operation If sluggish administration trust, for, when reserves are placed in the

you are self-insuring your short term dis- Federal taxation of life insurance compa- Present value trust, interest earnings accumulate tax free

abillty, you might ask yourlongterm under- nies is very complicated Basically, how- Ultimately, there is the very real possibility

writer to give you a cost for claim adminis- ever, some companies are taxed on their in- I think if there is a mzuor message regard- that the intele,At earnings on the reserves
tration We find the ultimate result of cou- vestment income while others are taxed on ing LTD it is that you should not regard it as held in a 501(c)(9) will be enough to fund
phng will reduce not only administrative theirgain from operations For any coverage a casualty coverage but rather as a disability those habilities in excess oftwo or five years
costs, but as claims are screened more which tends to build up large reserves over pension benefit Similar to each pensioner, on a pay-as-you-go basis I would advise you
thoroughly, claims control can produce time, you should try to find a carrier that is each disabilltant can expect a stream of fu- to be extremely careful in the establishment
dramatic reductions in liabihty taxed on any gain from operations Once ture payments The present value of this ofa 501(c)(9) trust and to get sound actual'ial

large reserves are accumulated, taxes on m- stream must be capitallzed and viewed as a advice Fund adequately for potentialliabil-

Stop loss vestment income should exceed taxes on hability item todav Thereis a lathereava- itiessothat you do nothave IRS problems
gain State insurance regulatory laws, as her attitude by a number o f people m our or possible future line-of-credit problems as

A number of you are operating with stop well as the nature of the insured gurantee, Industry as to their ability to handle LTD on the assets of the corporation could be liable
loss agreements Most o f you have "aggre- limit the extent to which any insurance a self-funded or even "pay-as-you-go" basis for underfunding
gate" schemes Think about combining this company can invest in high risk/high yield and I think what follows might give you Ultimately, you pay your own way You
"aggregate" with a "specific" stop loss on instruments Thus, an 8% rate ofreturn after some idea as to why prudent reserving is are not "laying off' claims on an insurance
each claim For example, the odds of indi- expenses is quite good even today, but a hfe mandated First, the most generally ac- company You might consider shifting car-
vidual claims in excess of $25,000 are re- company earning that rate could credit only cepted morbidity table we have is the 1964 riers but, ultimately, your experience
mote However, a common accident ofsev- 4% to reserves Consider "borrowing" Commissioners Standard Disabillty table catches up
eral employes not covered by workers com- against your reserves by a 90-day premium The Society of Actualles does continuing Get specific with your own underwriteras
pensation, or perhaps one or two claims in- payment lag Your cost ofmoney should be analysis and we are finding thatthe'65 table to the Job he is doing regarding claim con-
volving sophisticated medical procedures only 5%--if you are now paying after the 15 substantially understated with regard to troland, if not satisfied, investigate the mar-
could leave you with an unLsually heavy traditional 31 days, you can purchase the recoveries ketplace I would start by scrutinizing the
claim burden on only a few claimants A next 60-day float for about seven-tenths of This trend tow ard poorer recovery rates is type of claims control an insurance corn-

company paying huge premiums can afford 1% added to your retention evident in the U S Social Secunty Disabil- pany or third party administrator has avail-
to absorb this situation, but more and more Many managers are concerned about 1ty Income data as well as data from Western able, rather than simply price It is very
of you with $500,000 or less in premium are what appears to be "shifting" retentionsin European countries Coupled with a slow- hkely that a company or service organiza-
involved in stop loss programs whether your life/medical program My advice is to- down in recovery rates is a general rise in the tion that charges you somewhat more for
they be retros or cost-plus, and it may be ask for very specific information as to each incidence of claim We see a strong hnk be- servicesthan their competitors may Just win
wise for you to look into covering this con- ofthe components ofthatretention (a) Find tween our nation's economic conditions and hands down on a net basis when claims con-
tingency The cost involved should be mini- out the percentage ofchange you can expect the rate of claim The 1970-71 slump, for ex- trol becomes more than Just lip service •
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Infofor buyers-
rT' o receive materials listed in Info for Buyers, write to the
1 name and address accompanying each item, mention-
ing that you saw the item offered in Business Insurance.
Readers are invited to submit educational and promo-
tional material of interest to risk managers and employe
benefit chiefs for possible inclusion in the column. All
items that are free and o f interest to our readers are eligi-
ble; those available at a modest cost will be considered.
Send a sample to Info for Buyers, Business Insurance, 740
Rush St., Chicago, Ill. 60611.

. The risk classification system
in the property-liability insurance

industry is the. subject of a short
booklet written by The Alliance of

American Insurers president Paul
S. Wise. Mr. Wise highlights the
various political and societal chal-

lenges facing the system and de-
fends it against recent attacks. For

a free copy write P. Christopher,
The Alliance ofAmerican Insurers,
20 N. Wacker ·Dr., Chicago, Ill.
60606.

. Bringing Art and Science To-
gether through Information is the
title of a booklet describing the
role of the consultant in the risk

management process. The booklet
outlines the broad spectrum ofser-
vices ranging from fundamental
education and evaluation of risk

management issues to specialized

computer information systems
and implementation of risk man-
agement strategies. For a free copy
of this booklet write Joseph A.
Destein, President, Risk Sciences

Group Inc., 201 Ocean Ave., Suite
1406, Santa Monica, Calif. 90402.

. RIMCO Inc. has prepared a Gov-
ernment Insurance Buyer's
Checklist for those engaged in ar
ranging insurance for municipali-
ties. The booklet contains guide-
lines to aid in determining the best

insurance program and a working
section for the insured and his

agent. The booklet is $10, Write
Keith Kakacek, RIMCO Inc., Suite
180, 10300 N. Central Expressway,
Dallas, Tex. 75231.

. A concept that has been helpful
in reducing personal injury case

4/4.W-41
Oe risks

ple yoJ
r problem

Unso1ar9: 1e,00110

tsR*>'tsIng gen *iaroanag -atively than anycan guarantee -
ce your difficult

*| e\nte cuntry#\tingtherisks faster andother e cess broker.Our new exclusive carrier is the most
GeneKa, twlity

• Products eKS• Buffer Laycess 5>ity ty:#vredard propec
•subs.

Brokers inquiries invited.
Also a limited number of

contracts are available for

experienced excess & surplus
lines brokers.

losses is examined in a nine-page
article, Use of Annuities in Settle-

ment of Personal Injury Cases,
which appeared originally in The
Insurance Council Journal and is

now available from Carroll & Co.

for$1 percopy. Write Carroll& Co.,
701 Montgomery, San Francisco,
Calif. 94111.

• A series of monthly articles
from Constructor Magazine pro-

viding information on various as-
pects of insurance and risk man-
agement is now available from
RIMCO. The series costs $5. Write
William S. Mcintyre, President,
RIMCO Inc., Suite 180, 10300 N.
Central Expressway, Dallas, Tex.
75231.

. Do you know how the Revenue

Act of 1978 changes some of the
ground rules in managing certain

employe compensation and bene-
fit practices? Johnson & Higgins is
offering the Revenue Act at a
Glance which highlights the act

,

i Stephen Weicnolz :1

: Ek Company, 1nc.
1 1
i 1000 PARK BLVD., MASSAPEQUA PARK N.Y. 11762 i
1 (516) 795-5000 (212) 895-2800 TELEX 14-4608
1 1

1 0 Please forward an application kit to: I
1 1
1 1

NAME i
i

1 1
 ADDRESS 1

1

1 1
1 CITY STATE ZIp I
6-----------------------------/

and provides a handy reference 1
tool. For a free copy ofthis booklet 1

write Johnson & Higgins, 95 Wall f'
St., New York, N.Y. 10005.

• Safety Systems: Anideabookto 4
help you protect yourbuildingand j
its occupants isthe name ofa book- w
let which tells you how to protecta
point ofentry, a critical area and a
specific object and an overall view '.

ofhow to keep complete control of 4
your safety system. For a free copy 3
write Ronald J. Caffrey, vp market- ?
ing, Johnson Control Inc., 507 East
Michigan St., Milwaukee, Wise.
53202

. International Insurance, a
booklet from Arkwright-Boston

Insurance, was prepared for risk
managers of multinational corpo-
rations. The booklet describes in-

ternational services such as loss

prevention engineering and loss
control seminars, as well as avail-
able coverages including blanket,
contingent and GAP. For a free
copy write Advertising Manager,

Arkwright-Boston Insurance, 255
Wyman St., Waltham, Mass.
02154.

• A 24-page booklet from Ark-
wright-Boston Insurance explains
the basics of Boiler and Machin-

ery Insurance, including the insur-
ing agreement, conditions which
apply to it and a description ofthe
various forms which complete the
policy. It also details special provi-
sions which apply to direct dam-
age coverage, endorsements that
provide indirect damage coverage
and a complete glossary of fre-
quently used boilerand machinery
terms. For a free copy write Adver-
Using Manager, Arkwright-Boston
Insurance, 255 Wyman St., Wal-
tham, Mass. 02154.

• PayPlus is a program developed
by Pension Planning Co. Inc. to an-
nually give client company em-
ployes a complete individual sum-
mary annually ofemploye benefits
in dollars and cents. The program
is described in a promotional bro-
chure. For a free copy write Com-
munications Dept., Pension Plan-
ning Co. Inc., 355 Lexington Ave.,
New York, N.Y. 10017.

. A 10-Point Pocket Guide to Fire

Protection from Industrial Risk

Insurers is a 24-page booklet cow
eringwhattodowhenalossoccurs
and 10 rules for such concerns as

fire safety education, good house-
keeping, safe fuel storage and han-

dling, controlled smoking and pre-
paring for emergencies. For a free
copy write Robert Quagliaroli,
Publications Dept., Industrial
Risk Insurers, 85 Woodland St.,
Hartford, Conn. 06102.

. Industrial managers, architects
and contractors are offered Rec-

omended Good Practice for Pro-

tection of Buildings Under Con-
struction by the Industrial Risk
Insurers. For a free copy write
Robert F. Quagliaroli, Publica-
tions Dept., Industrial Risk Insur-
ers, 85 Woodland St., Hartford,
Conn. 06102.

• With their traditional immunity i
to damage suits largely a thing of :
the past, state, city and local gov- i
ernments have been hard hit by 4
highjury awards and a subsequent ,
rise in insurance costs. INA has f
published Municipal Liability, 1
Some Professional Consider- v

ations, which discusses the result- :
ing trends toward municipal risk ,
management and municipalinsur-
ance pools. For a free copy write 1
Dept. R, INA, 1600 Arch St., Phila- ,
delphia, Pa. 19101. 4

. Insuring Complex Risks: Some <
Professional Considerations is a

promotional brochure from INA i
that suggests self-insurance ,
as a possible alternative. For a free '.
copy write Dept. R, INA, 1600 Arch '
St., Philadelphia, Pa. 19101. \

i

4

4

1

.4



business insurance, March 19, 1979 / 4GA

ij agent/broker topics
A REGULAR EDITORIAL SECTION EXCLUSIVELY FOR AGENTS AND BROKERS

Dental plans fill health gaps
.  By MARIE KRAKOW guys in the country to promote

 lentist' s chair most people think  0 Sher Co. Inc., an employe benefits

PRINCETON JUNCTION,
said Mr. Sher, who runs Joseph H.4.J.-When they get into a THERS GOLD IN TIEM THAR HOWTHS ' * den.toagents and brokers
agency with offices in San Fran-

,lbout pain, not insurance agents. -la cisco and Newport Beach, Calif. "IYet for the approximate 20% of 4 beat the streets for a long time pro-'he total population now covered
moting dental insurance and went- )y voluntary employer-paid dental e)· (l) all over the country to get other,}lans. an insurance agentorbroker                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  Delta Plans moving because wehay be the one who helped take 4              needed a national structure to re-

' tc,tt. oit of payments, if not ally make it work."

- Agent and broker involvement -f
. o the marketing of group dental start-up costs

,(

*- ar

i surar.ce is on an upswing from
 *in already extensive base, say

bven of the largest dental plan in-
..* Urers in the nation and seven

)ents who sell dental plans. This
y particularly true on plans for
xmaller businesses with any where

, lom 10 to 20 employes.
 \ In the earlier years of dental in-
r brance, from about 1959 to 1969, it

./as primarily the giant brokerage
.irms like Johnson & Higgins,f gs=ses
penefit because the vast majority
Df plans were purchased by

i multimillion dollar corporations.
f Indeed, the fraternity of large
brokerage firms and employe ben-

1 hfits consultants still dominates
the marketing of dental plans for
.Umbo accounts covering thou-
lands oflives. But the dramatic in-
:lrease in dental insurance, which

an be traced directly to the influ-
tnce of labor negotiations, cracked
he field wide open. For the enter-

1 insurance now offers good

bility if it is handled intelligently,rowth opportunities and profit-

 aarticularly in regions of theSoutheast and Southwest where

; dental insurance is a relatively new
iemploye benefit.

Commissions

,  Dental commissions are the
b [ame as commissions for group
P life, group health and other em-
) loye benefits lines in most shops,

yt are considerably less than

F 75% of the time, dental commis-
kions are paid on a regular sliding
cale basis with the first year com-

NSIDE

Midwestern

mini-market
Grand Rapids, Mich., is fea-
tured in the first of the

hree-part series on grow.
ng Midwestern markets.
{Inderwriting Systems vp
rhomas Dalgleish and
.other brokers talk about the

.Area's tough competition.
{Page 46I.

mission relatively high and re-
newal commissions forsucceeding
years much lower.

However, there is a trend toward
paying dental commissions on a
level scale even on larger cases, ac-
cording to Joseph Walton, director
of marketing for group insurance
at Connecticut General Insurance

Co. Marshall P. Stuart, senior vp of
Clifton & Co., a San Francisco

agency that has been selling dental
plans for about 15 years, agrees.
"You'll find that most profes-
sionals in group lines take dental
commissions on a level basis," he
said. A level scale pays the agent
the same commission the firstyear
as for each succeeding year.

All dental commissions are

worked out as percentages of an-
nual premium, so the first thing an
agent must do in figuring possible
profits on a given case is to esti-
mate what the premium will be. A
good figure to use to estimate pre-

miumis$100 peryearperemploye,
according to Mr. Walton. Using
this rule of thumb for three differ-

ent size dental cases, he offered

some examples oftypical commis-
sions paid to agents who sell dental

Dalgleish

plans for Connecticut General:
For a case covering 25 lives, the

annual premium would be $5,000.
An agent compensated on a regu-
lar sliding scale would get a first
year commission of Sl,000(20% of
premium) and yearly renewal com-
missions of $170 (3.4%) for nine
years. A level scale commission for
the same case would be $253 (just
over 5%) each year for 10 years.

Sliding scale

The bigger the cases get, the
smallerthepercentageofpremium
is paid as commission, yet the dol-
lar amounts may be more worth-
while. For a case with 50 lives, the

annual premium would be $10,000.
A first year commission on a slid-
ing scale would be $1,750 (17.5%)
and yearly renewal commissions
would be $245 (2.45%). On a level
scale, the commission would be
$395 (3.95%) every year for 10 years.

A case with 100 lives and an an-

nual premium of $20,000 would
pay a first year commission of

$3,000 (15%) on a sliding scale with
a $395 (1.975%) renewal commis-
sion for nine years thereafter. The

level scale commission for the

same case would be $655 (3.275%)
every year for 10 years.

Delta Dental Plans Assn., whose
national network of local service

corporations ccllectively writes
some $600 million in dental
premiums-more than any other

dental carrier-s ays Delta agents
and brokers earn commissions

starting at 62% and going down as
the annualized gremium goes up.
For large case: the commission
might be 142% to 134%, while for
more moderately sized cases the
commission range would be in the
area of 3% to 4%, according to Wil-
liam Sweeney, national market co-
ordinator.

Between 3,000 and 4,000 agents
and brokers are currently doing
business with Delta Dental Plans,

Mr. Sweeney sa-d. One such agent,
Joe Sher, is called by some the
"granddaddy"of agent/broker in-
volvement in dental insurance. He

started in the field in 1960 as mar-

keting manage ona salary/fee ba-
sis for California Dental Service, a

participating De.ta Plan, when it
was fist starting.

"I guess I was one of the first

Courts back no-swipes
Non-compete agreements are upheld in Colo-
rado and Connecticut. Producers who took their

accounts with them when they resigned are
forced to pay back commissions. Page 460.

Tax service opens door
Producers who have added tax consulting ser-

vices to their sales kits find closed corporate
managers' doors swinging open. Nobody, in-
cluding big business, wants to pay more taxes
than they have to. Page 46E. Bamber

It did work, and today the Sher
organization sells free-standing
dental contracts that account for
about 25% of the firm's overall
business, which totals "many,
many millions of dollars of pre-
mium dollars," Mr. Sher said. He
charges a flat 10% commission for
dental cases under 501ives and fol-
lows traditional commission

schedules for group lines on cases
over 50 lives.

The pioneer in the dental field
warns that multiline agencies that
want to break into the field will

find start-up costs associated with
dental plans can he high since an
agent can put in lots of time and
effort trying to develop a case and
still get no immediate return.
Some cases may take months to
close and in general will bring in a
much lower commission than

most multiline agencies are accus-
tomed to. For instance, ordinary
life policies can bring big dollar re-
wards, with the first year pre-
miums sometimes pulling 70% of
annual premium. In contrast, an
employe benefit commission can
sometimes be as low as 0.5%.

However, Mr. Sher believes that

a multiline agency can still turn
dental business into a lucrative

proposition, especially if it is used
as a "door-opener" for new ac-
counts or as a way to add coverages
to existing accounts. Any general

lines agency that wants to expand
its employe benefits section by ad-
ding dental could always use gen-
eral agency commissions to help
cover start-up costs, he pointed
Out.

Connecticut General's Mr.

Walton said the trend in the early
1970s for insurance carriers to be-

gin selling dental insurance in
plans that were separately struc-

Continued on following page

Show booths

boost sales
Exhibit booths at industry
conventions and trade

shows can be a source of

mass sales, according suc-

cessful agents. Page 46G.
Booth designer George
Bamber tells how to make

displays work. Perspective,
page 46L.
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» The dental insurers'
9.

programs, premiums, prospects
Here's how leading dental car- market covering more than 1000 introduced a new dental product said John Goddard, senior vp of fluence in the small case market of

riers currently view agent/broker lives In this category, said David called Met 50 Plus, aimed at the the group department 10 to 50 employes Joseph Walton,
involvement in the marketing of Grant, assistant vp for corporate 50-to-200-hves market and sold m director o f marketing for group in-
their dental insurance products group marketing, there is a great conjunction with life insurance The Travelers surance, said the bulk of CG's new

deal of activity by large brokers But the company has formally dental accounts is being produced

Delta Dental Plans However, Aetna also sohcits bum- gone off the agency system and the The Travelers Insurance Cos, by independent agents since the
ness from smaller agents and bro- product is sold by what it calls per- with $220 million ofin-force dental company's agency force is a rela-

Delta Dental Plans, which cur- kers through a product caLled sonal sales representatives who do premiums on about 3,000 ac. tively small one and specializes in
rently has more than $600 million "Aeconomizer," a health line in- not do home collections of pre- counts, including the Jumbo East- estate planning for business
of ln-force dental premiums, does cluding dental for the less-than-50- miums like the old agents did man Kodak case that covers 90,000 owners
business with 3,000 to 4,000 agents hves market, as well as through lives, says dental insurance is cur-
and brokers across the country four additional products aimed at Equitable rently the most active area for its Prudential
The association for these 47 cases over 50 1lves. agents and brokers. New dental ac-
provider-sponsored not-for-profit Equitable Life Assurance Soci- counts have almost exclusively Prudential Life Insurance Co,
plans anticipates an even higher ety ofthe US,withmorethan $250 been produced by agents and bro- with approximately $50 million of
level ofagent participation during

Metropolitan
million of in-force dental pre- kers who made dental a successful ln-force dental premiums, says its

the next few years as union negoti- Metropolitan Life Insurance Co , miums, also says most of its large follow-up to standard Travelers agency force of 30,000 produces
ations help dental insurance make with $252 million of in-force dental cases are developed by large group health lines, according to about 70% of gmall group plans
inroads into regions, particularly dental premiums on about 300 ac- brokerage and consulting firms Christian Paul, vp marketing for (two to 49 lives), with dental sold
in the South, where dental insll- counts, was the only maJor dental But agents are heavily involved in the group department only to those groups with over 10
ance is now rare carrier which said agents and bro- the small case market, which is lives Independent agents and bro-

kers play a small role in producing now growing significantly, it adds kers produce the remaining smallConnecticut General
Aetna Life & Casualty business The majority of Equitable has two dental products dental cases To sell dental plans to

Metropolltan's dental business in- aimed at smaller cases, one for ac- Conhecticut General Insurance employe groups of more than 50,
Aetna Life & Casualty, with $320 volves Jumbo accounts, many of counts of 10 to 49 lives and another Co, with $200 milhon of in-force the company uses group market-

million in in-force dental pre- which come directly to the com- called EquiGroup Plus for ac- dental premiums on about 1,500 ing specialists On these accounts,
miums on a total of 4,883 dental pany as a result of labor negotia- counts o f up to 150 lives "The ma- accounts, says agents and brokers there is greater involvement by
accounts, says the major market- tions, with minimal involvement Jorlty of all new cases in that size are involved on all sizes of dental large brokers and employe benefit
ing area for dental is the large case by brokers Metropolltan has Just range are produced by ouragents," accounts but wield particular in- consultants

Dental plans... business, including accounts with tial union in Texas and the South cer (the employe benefit division
the Long Island Lighting Co and has made dental insurance a point of Marsh & MeLennan) was as un-
Nassau County "Dental insurance inits negotiations Delta Dentalex- famillar with dental plans as was a
is the benefit that labor unions are pects Houston to become a very two-person insurance agency they

Continued from previous page health insurance marketplace lS really going after now," Mr Sch- hot market for dental in the near visited on the same trip
tured from ma,Jor medical cover- unknown If my income 15 mitt said future

ages greatly helped agents Sepa- minimized due to federal interven- Regional strategies could figure As David Grant, assistant vp in
Small agentsrate structuring was prompted by tion, I must have another market prominently in agency success the corporate group marketing de-

the mglor dental plans negotiated The market nearest to what Ido iS withselhng dentalinsurance Den- partment ofAetna Life & Casualty, Smaller agencies can compete
for the auto industry around that dental " tal insurance first became popular explained it, whenever a large em- agamst the large brokerage firms
time and gaveagents and brokers a Mr Levine plans to make dental on the West Coast, and ks ex- ploye group adopts dental insur- for dental accounts on pretty much
way to develop new accounts with- msurance a major hne forMAP As- tremely prevalent there On the ance in a region where it did not the same basis they compete for
out challenging existing medical sociates, adding $500,000 of pre- West Coast employers w ho don't exist before, otherlocal groups and pensions and other group ac-
coverages mium this first year Presently his do dentalare in theminonty now," supphers immediately begin to de- counts

"An agent can go in and sell den- firm is administering a dental plan commented Clifton & Co 's velop interest in the benefit in a Many dental insurers are anx-
tal to a prospect under a separately for the city of Victoria, Tex, and Marshall Stuart kind of"fallout" pattern loUS to provide sales support to
structured plan and he doesn't Mr Levine plans to start a promo- Smaller agencies in regions agents and in some cases will also
have to start a hornet's nest by in- tional campaign on Delta Dental The Sunbelt where dental insurance has had make field representatives avail-
volving himself with other lines of Plans soon only shallow penetration untilnow able to assist agents in develop-
insurance already sold to the ac- Another agent who sees dental However, as you move East, the may even be able to compete with mental sales In addition, some
count by someone else," Mr insurance as a hedge against fed- frequency of the dental benefit is the large national brokerage firms, companies like Connecticut Gen-
Walton explained eral intervention in the health care somewhat less, and in the South it suggests Stewart Reed, director of eral regularly sponsor dentalinsur-

field is John Schmitt, a former pro lS practically a brand new item marketing for Cali fornia Dental ance seminars for their own agents
MAP football player who lS now the "The prime opportunity for agents Service. and will admit ousiders who want

president ofthe Oldfield Agency m is in the Sunbelt area," Delta Mr Reed said that while many to learn about trends, pricing and
Leo A Levine, owner of MAP Jericho, N Y Dental's William Sweeney com- large brokerage firms have been claims administration

Associates of Houston, Texas. is a Even when he played as an offen- mented "Dental benefits are Just involved in dental plans for years, "Buyers are interested in being
newcomer to the dental insurance sive center for the New York Jets golng to go crazy there " it is frequently their home office educated and Informed Agents or
field Deriving his entire income and the Green Bay Packers, Mr Union negotiations are largely that has the expertise, with very brokers who take the time to really
from the sale o f group health Schmitt sold insurance on the side responsible. In Alabama, rubber little of the speciallzation filtering become knowledgeable about den-
insurance-his firm's acronym With his sports career ended, Mr workers at a large Goodyear plant down to branch offices. tal insurance, how it's designed
name stands for Medical Assis- Schmittturned todentalinsurance recently won' dental benefits, a de- When some Delta Dental mar- and what ltS pitfalls are, will be
tance Plans-he is worned about as a means of income security. In velopment that "could change the ketlng people made a tnp to Hous- very much in demand and will
national health insurance "How four years selling dental he has entire marketplace for dental m- ton recently, for example, they have a great opportunity to build
national health care could affect succeeded in introducing dental surance in Alabama," Mr Sweeney were surprised to discover that the new accounts, said Connecticut

the Incomes of those of us in the benefits to 70% to 80% of hts' suggested In addition, the in fluen- Houston office of Willtam M Mer- General's Mr Walton .



Courts uphold broker's non-compete contracts
By LEN STRAZEWSKI

HARTFORD, Conn.-Written
agreements preventing producers
from taking their accounts with
them when they leave an agency
may soon bump handshakes out o f
the insurance industry picture.

Two recent court cases in Con-

necticut and Colorado thatsupport
non-compete agreements have
cleared the way for written rather
than verbal management protec-
tion.

An agreement similar to the
Alexander & Alexander Inc. cove-

nant introduced nationally in 1976
was upheld by the Connecticut su-
perior court this year, awarding
A&A of Connecticut Inc. over
$19,000 in commissions plus inter-
est from Bayly, Martin & Fay of
Connecticut Inc.

A&A had contended that Rich-

ard C. Newman and a partner had
signed non-compete agreements
as part of merger and stock option
plan with A&A. While employed
by A&A, they had prepared and
marketed an insurance plan for
Wysong & Miles Co., a North Caro-
lina manufacturer.

Mr. Newman then left to join
Bayly, Martin & Fay of Conn. and
received a commission check for
over $19,000 from Wysong & Miles.
A&A contended that the firm had

never been informed ofthe change
in agency and that the commission
on the account was owed to A&A

Mr. Newman argued that the
non-compete agreements were il-
legal and against public policy be-
cause they lacked geographical
limitations, a contention rejected
by the court.

The court, however, refused to
grant an injunction preventing Mr.
Newman from soliciting commer-
cial clients that had been clients of

A&A during his employment
there, which terminated in July
1978.

Though the original agreement
had set a two-year, non-compete
margin, the court said it would not
grantan injunction because"no se-
rious attack was made upon the list
of customers."

An older agreement was upheld
late last year in Denver by the
United States district court, grant-
ing A&A over $78,000 in liability
and exemplary damages.

In this case, A&A charged that a
non-compete agreement estab-
lished 13 years ago in Texas should
have prevented a then A&A vp
from taking clients with him when
he established his own brokerage
in Colorado.

The suit was originally filed in
late 1975, two months afterWilliam

S. Freberg established Freberg &
Co. Inc., a Colorado corporation. In
the suit, A&A said Mr. Freberg ac-
tively solicited A&A accounts for

the new brokerage he was plan-
ning while he was still with A&A.

A&A also charged that Mr. Fre-

CU offers new

small retail plan
BOSTON-Aimed at simplify-

ing sales in the small retail market,
Commercial Union Assurance

Companies has introduced a new
"merchants package policy" to its
independent agents.

The policy, according to a com-
pany spokesman, has been intro-
duced in California, Ohio and
Georgia and will eventually be
available in all states where class
rating regulations allow them.

The updated agent's sales kit in-
cludes a rate manual with a list of

eligible businesses and is designed
so agents can quote and sell a pol-
icy in a single call, according to
Commercial Union vp of commer-
ciallines marketing Dennis J. Loo-
ney Jr. .

berg had breached the contract by
both neglecting to fully devote his
energies to A&A and by "being
engaged in other business in direct
competition with and in violation
of employment agreement to the
damage and detriment of A&A."

The national broker sought
$100,000 and 75% of the commis-
sions on the business Mr. Freberg
allegedly took from A&A in the
three years following his resigna-
tion in 1975.

The employment contract con-
taining the non-compete agree-
ment was signed in 1966 by Mr.
Freberg and the Drake, Alexander
& Drake brokerage, which later be-
came Alexander & Associates and

then Alexander & Alexander Inc.
The court ruled that the contract

Mr. Freberg signed was indeed
valid and that "the breach o f duty

A/BT
is clear and virtually uncontra-
dicted in this case. There was a so-
licitation made ornumerous solici-

tations made by the defendant...
and those were made during his
employe and they justify recovery
of actual as well as punitive dam-
ages.

"The fact that he left with virtu-

ally no notice and was working on
the establishment of his own com-

peting business while an officer of
the plaintiff corporation is again
justification for actual damages
and exemplary damages."

Judge John L. Kane also noted
that the rights ofan insurance bro-
ker to the skills of its officers are

particularly important "in the in-

surance industry where customer
relations in the sale ofinsurance is

so highly competitive.

"And customers-it's most as-

suredly a buyer's market, which
meansthattheskillofproducersor
salesmen in the insurance busi-

ness is one of the most valuable

things a company can have. It isn't
as though they're selling some-
thing for which there is little com-
petition...and asa result a sales-
man or a producer who has the ca-
pacity to develop good customer
relations or client relations has the

ability to develop expertise in par-
ticularareasofthelawortheinsur-

ance industry is very similar to a
specialist in a law firm with respect
to his staying or leaving that firm.
The value to the firm is enhanced.

"The greater the skill, the greater
in my view the fiduciary relation-

ship," said Judge Kane.
General counsel for A&A,

Ronald J. Roessler, said A&A had
received favorable judgment on all
counts and that the insurance in-

dustry in generalis moving toward
non-compete agreements.

"In the past there has been a re-
luctance in the industry to require
non-compete agreements and to
rely on a handshake agreement
with the employe," he said. "Now
there is a trend away from the
handshake.

"It's a little like a company who
trains someone to operate a drill
press. We don't mind ifhe leaves to
operate a punch press elsewhere,
but he should leave the press
here."

Mr. Freberg denied the A&A
charges and said he was "disap-
pointed by the outcome" of the
suit.
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Minneapolis
612/333-0361

Bismarck

701/223-1112

Daily cares vanish as skipper and crew match wits with wind
and wave.

Similarly, insurance worries disappear when specialists apply
their skills to solving your excess and surplus lines

problems.

The Crowther People... experts in tailoring surplus
lines insurance to individual needs. Their creative

solutions "set you free" from the concerns of
hard- to-place risks.

Des Moines

515/243-1221

Billings
406/248-7183

the

Crowther
People

Omaha

402/393-2040

Boise

208/336-7131

Sioux Falls

605/336-0960

Madison

608/271-6500

SpringAeld
417-887-0354

Denver

303/753-0071
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Congress audits banks' insurance sales
A/BT

WASHINGTON-Two recently

introduced Congressional bills to
prohibit bank-holding companies
from engaging in insurance activi-
ties drew praise and support from
the Independent Insurance Agents
of America Inc.

"We are delighted to see Con-
gressional action on this issue so

early in the new Congress," said
IIAA president Lee Meyer. "This
legislation will permit Congress
and the IIAA to pick up where they
left off last October when an at-

tempt to enact similar legislation
felljustshortofpassageduringthe
closing days of the 95th Congress."

The Senate bill (S-380) is spon-
sored by Sen. John Durkin (D-
N.H.), a former New Hampshire in-
surance commissioner. It is a rein-

troduction of his 1978 bill, which
was co-sponsored by William Prox-
mire, chairman of the Banking,

Housing and Urban Affairs Com-
mittee.

The proposal currently under
consideration, like the previous
bill, would prevent bank-holding
companies from acting as agents or
brokers in the sale o f property, ca-
sualty and life insurance and from
engaging in the underwriting of
such msurance.

The legislation, however, would
permit bank-holding companies to
continue to underwrite and sell

credit life and accident and health

insurance which have been histori-

cally offered by lenders.
Also, banks other than bank-

holding companies in communi-
ties of 5,000 or less would be per-
mitted to act as insurance agents.

"In sum, my legislation will not

interfere with bank-holding com-
pany participation in those lines of

insurance which lenders have tra-

ditionally offered, but w.11 restrict

them from venturing into sectors
of the insurance business that are

not their legitimate domain," said
Sen. Durkin.

A similarly worded bill was in-
troduced (H.R. 2255) by Rep.
James M. Hanley (D-N.Y.) and co-
sponsored by Rep. Fernand J. St.

Germain (D-R.I.), chairman o f the
subcommittee on financialinstitu-

tions.

The wording for the House bill
had been ironed out in committee

last year and is expected to draw
support in the present Congress,
boosted by the co-sponsorship of

Rep. St. Germain, according to in-

dustry watchers.
Last year's legislation was en-

dorsed by House subcommittee
and full committee votes and was

passed by both the full House and
Senate before Congress ad-
journed. However, the bank-hold-

ing sections were added and then
removed from a larger bank reform
bill on a parliamentary point of
procedure the last day of the ses-
sion.

This year's legislation retains a
June 6, 1978, grandfather date
agreed to in committee last year.

"Representative Hanley's and
Sen. Durkin's bills come not a mo-

ment too soon," Mr. Meyer said,
"as the insurance agents face the
imminent expansion of bank-
holding company insurance activ-
ity.

"IIAA has made its number one

legislative priority this year the

Zurich-American
is dedicated to

back* youn up!

Backing up independent insurance asents has
been a Zurich-American commitment since 1912.

We continue to do this by providing

Stability with flexibility-Z-As size makes us a
stable market to write qualified risks, but small
enough to be flexible.

Multi-line capabilities-We write a wide range

of property/casualty lines, and we also write
boiler and machinery protection. Not many
carriers do.

Attention to service- Last year we opened
new branch offices in Maryland, Illinois and
Cal ifornia, bringing Zurich-American's

\' Nj commercial underwritins, marketing
\<· and claim handlingclosertoyou. This
» 4 is an example of our continuing effort
\X

+ to fulfill our pledge that "Service is
our number one policy"

We're dedicated to backing you up. Ask a Z-A
representative. Or, better still, ask a Z-A agent.

//F\\
1 YOUR/#*816ent 1
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\ A?sumnce/AGENT /

Zurich Insurance Company

American Guarantee and Liability Insurance Company
111 West Jackson Boulevard Chicaso, IL 60604

Z-A BRANCH OFFICES ARE IN OR NEAR ATLANTA BALTIMORE, BUFFALO, CHEAGO, CLEVELAND, DALLAS, DETROIT, FRESNO, ILLINOIS (PALATINE), JACKSON, KANSAS CITX LONG ISLAND

CWOODBURY), LOS ANGELES, MANHATTAN (NEWYORK CITY), MILWAUKEE, MINNEAPOUS, NEW ENGLAND, ORLANDO, PHILADELPHIA, PfTTSBURGH, SACRAMENTO, AND SAN FRANCISCO.

Sen. John Durkin (D-N.H.) op-
poses Insurance sales by bank-
holding firms.

quick enactment of an insurance
prohibition," he said.

If the legislation becomes law,
the event will be the upshot of a
long-standing battle the insurance
agents' organizations have been
waging on both alocal and national
level.

Last December Congress asked
the Federal Reserve Board to im-

pose a moratorium on consider-
ation of applications from bank-
holding companies to engage in in-
surance activities. The board re-

fused and the IIAA in particular
vowed to redouble its efforts to se-

cure legislative prohibitions be-
fore the end of the next Congress.

Support and lobbying action is

also being provided by other small
business interest groups that feel
threatened by bank-holding com-
panies, most notably small and in-
dependent bankers, independent
realtors, securities institutions and
automobile dealers.

Rep. Hanley, according to legis-
lative sources, is expected to recip-
rocate their support by introduc-
ing a bill with similar wording to
his insurance proposal to prohibit

bank-holding company involve-
ment in areas competing with
other small businesses.

The battle also moved on the

local front as agents' lobbying

groups worked on state legisla-
tures seeking relief. In New Jersey,
the Professional Insurance Agents

(PIA) are urging Gov. Brendan
Bryne to sign into law a bill that

would prohibit insurance agents or
brokers whose agencies are affi-
liated with banks or lending insti-

tutions from selling insurance on
property that is security for a loan.

"This legislation is needed to
protect the insurance-buying pub-
lie consumer from being unduly

influenced by the coercive power
of banking and lending institu-
tions, if such institutions were al-

lowed to engage in the general in-
surance business," stated PIA-N.J.
president Frank J. Siracusa.

The economic power of such
institutions "would seriously

threaten the life of the indepen-
dent insurance agency system," he
said.

The New Jersey bill would re-
place a similar state law enacted in
1975 but overturned by local
courts. The court action is being
appealed by the state insurance de-
partment which supports the pro-
posed legislation.

The N.J. bill, like its national

counterparts, would not prohibit
the sale o f insurance currently per-
mitted for banks and otherlending
institutions including credit life,
accident, accident and health in-
surance for automobile loans.

State laws prohibiting lending
institutions from selling all classes
of insurance have been enacted in

California, Connecticut, Florida,

Georgia, Kentucky, Maine, Massa-
chusetts, Mississippi, Nevada,
New Hampshire, New York, Penn-
sylvania, Tennessee and Ver-

mont. •



A&A's new tax service

baits reluctant buyers
DALLAS, Tex.-Alexander &

Alexander account executives

have a new way of getting in the
door of potential corporate clients.
It's called Property Tax Service Co.
and the firm's tax consulting ser-
vices have proven to be a market-
ing tool as well as a marketable ser-
vice.

"Taxesareveryvoguishsubjects
at the present time and everyone is
interested in making sure that they
are not paying more than their
share," noted A&A corporate vp
and secretary Frank Wieczynski.

"And very often the individualin
charge of corporate taxes is also
risk manager so Property Tax Ser-
vice Co. is a real nice door-opener
into a business or corporation," he
said.

Though A&A has been involved
in property tax consulting since
1975 with a small operation in Lin-
coln, Neb., only since the 1977
merger with the Dallas-based
Property Tax Service Co. has the
tax assessment and negotiation
services been a big enough opera-
tion to add to the A&A sales kit.

The tax services were intro-

duced to A&A account executives

in January f978 and since then
A&A has reported developing
many clients for the subsidiary as
well as developing many accounts
as the result of selling the services.

"Talking about Property Tax
Services is especially useful in
places where we do not do big busi-
ness now or where our direct com-

petition is much larger than we
are," said Mr. Wieczynski. . 4,In or-

der to see the man in charge we
have to have something new and
unique to talk about."

With offices in Dallas, Houston,
New York, Detroit, Atlanta, Tulsa,
Minneapolis' and Los Angeles,
Property Tax Service Co. is the
only nationwide corporate tax con-
sulting firm that specializes in
property taxes, a hotnationalissue
since the fight for California's
Proposition 13.

To encourage producers to mar-
ket property tax services, A&A al-
locates 50% of fees generated by an
A&A producer through Property
Tax Service Co. against the
producer's new business goals.

That means, for example, if a
producer's marketing by objective
goals include renewing his present
accounts and finding $30,000 of
new business and that producer
sells the property tax services for a
$10,000 fee, halfthe fee, i.e. $5,000 is
subtracted from the producer's
goaL

"This is a very easy way for an
account exec to make headway
against his yearly new business
goals without having to worry
about all the calculations, market-

ing and underwriting involved
with selling his property/casualty
insurance," said Mr. Wieczynski.

"All he does is set up a meeting

with the company and PTS," he
explained.

Though educating and orienting
the sales staff has been a problem,
according to Mr. Wieczynski, the
educational process has been sim-
plified by teaching producers only
what the capabilities ofthe new di-
vision are, not training them to

make estimates or judgments.
And since A&A producers

started going to bat for PTS busi-

ness, the property tax consulting
line has been booming, according
to Jess Wade, PTS chairman.

"We were a little surprised when
a giant company like A&A pitched
us to join them, but since we have
business is really going good," he
said.

Before joining A&A new busi-

A/
18 door-openers

T

ness was the result of word-of-

mouth advertising and referrals,
but armed with a mgjor

corporation's marketing force and
the public interest in property
taxes, the company has gone from
fledgling to full-flying bird.

"Actually Proposition 13 is
working against us because it
limits property taxes," noted Mr.
Wade, "but our thinking is that
property taxes pump so much
money into local economies that
they will always be vital and neces-
sary taxes." •
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TIME FOR A VALUATION!

Do you need to know the Fair Market Value of your firm for:
I Your estate plans 0 Divorce

0 Sale to junior partners 0 Establishing bank credit
e Legal disputes 0 Merger
I ESOTS I Purchasing another agency

• Setting a formula for buy-sell agreements

Call: (213) 413-4080 (415) 956-7474

Russell R. Miller & Co.,Inc.
Specialists for the insurance industry

Corporate Headquarters:

300 Montgomery Street

San Francisco, California 94104

(415) 956-7474

If you don't use
premium financing to

help close the sale,
someone elise maf

Premium financing.
It% good for

your business.

-,i

Los Angeles (213) 413-4080
New York (212) 964-7373

Chicago (312) 878-4477
London ( 01 ) 588-3908

You know how competitive selling can be these days. Especially
when you're trying to land or renew a major commercial
account. Often the business goes to the agent or broker who '
points outall the benefits of premium financing.

Most important to a prospect, AFCO premium financing can
help relieve cash flow problems. It is an additional line of credit
that doesn't disturb existing credit sources. What's more, it
can be arranged quicklyand easily without providing credit
information.

AFCO premium financing also means you can go after larger,
more profitable accounts, knowing the premium will be
paid promptly by AFCO. Considertoo the prestige of arranging
premium financing at your desk-even those for hundreds of
thousands of dollars.

With 18 offices in the U.S. and 5 in Canada, AFCO is the
recognized leader in premium financing. Whether it's a
personal lines premium of several hundred dollars ora com-
mercial premium of several million, AFCO can handle it.
For the location of the AFCO office serving your area, contact:
Paul M. Holland, Vice President-Marketing, AFCO, 7 Hanover
Square, New York, New York 10005 Tel: (212) 797-1850
Or call oneof our Regional Vice Presidents collect:
Baltimore, Maryland-Douglas A. Fatkner (301) 296-5000
Chicago, illinois-John Hansen (312) 449-3500
Kansas City, Missouri-Gloria Lefton (913) 381-6900
Los Angeles,California-Louis P. Seidensticker (213)703-1851
Pine Brook, New Jersey-Robert M. Breckenridge (201) 575-7770
Toronto, Ontario-Peter D. Birkbeck (416) 868-6777
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By Len Strazewski

I have found it!

No, no, I'm not born again. I have merely foundthe
culprit responsible for the insurance agents' biggest
problem.

I know who creates errors and omissions. Like the

rest ofthe insurance industry Iamnotsurprisedthat
the hard-working and industrious agent is not at all
responsible for unrecorded binders, lost cancellation
and premium notices, slow forwarding of checks to
insurers and unintelligible descriptions of policies.

It was a long investigation with leads sending me
down lots of blind alleys and into the backs ofmany
dark parking garages at 2:00 a.m. I eliminated one
cause after another.

The U.S. Postal Servicesaiditwasnottheproblem
and was getting mail to agents, brokers and clients
"with all deliberate speed. Especially if they stamp
the envelope 'Please deliver, '" said my source.

Insurers told me that delays can't be their fault

C ....10,....1
/*...lA..../

"I don't think the economy is the biggest problem at all.
I think it's claim adjusters!"

Today's problems always loom largest. And
claim problems can be some of the most
troublesome for an insurance agent. Here's
how we at Bituminous can help. Our highly
skilled, professional adjusters handle most
claims themselves. Bituminous claim service

is widely-known for being fast, fair and
efficient. We can't promise miracles but

Stalking the cagy E&0 coffee gremlins...
because they have taken
major steps to speed
policy turnaround-

even though it meant
laying off the kindly
monks who usually

copy the policies out
long hand.

Agents made it clear
that they could not be
responsible because

their record keeping
was always impeccable.
"Every time I issue a
binder in an informal

lenh lines
situation I always make
a record o fit-right here
on my shirt cuff. Sometimes I use a pen ifthe swizzle
stick is too dry," one broker told me.

Finally I got a hot lead from a local commercial
agent who worked his way up from the ground floor

since starting in the insurance business right after
his World War II discharge.

"It's like we had it in the old Army Air Corps," he
said. "There're these creatures who always mess up
our hard work. Whenever we do something right,
they sneak in and change it. We called them grem-
lins.

"But these new things are worse. They misfile let-
ters and notices. Sometimes they take checks and
hide them in the back of my briefcase so it looks like
I never turned them in. Sometimes they imitate me
on the telephone and issue binders."

He glanced around the pub suspiciously.
"It's them gals, that's who's doing it!"
Gals?

"Yep. They're always around when there's trouble.
They're always in the office before 8:00 a.m. and still

there long after I leave at 2:30 p.m.
"They even get to the mail first."

That made sense. It struck a responsive chord, as
we investigators say. Whenever I examined cases of

E&0, the agent had always
claimed "The gal must've lost the
check," or "The gal probably
didn'twritedownwhat Itoldherto

when I called her at home at 2:00

a. m."

4-: 1

we can promise dedicated claim people
who try very hard to shrink turnaround
time for your claims. So why don't you
try Bituminous, the full-line, full-service
property liabili:y companies specializing
in business insurance.

U Bituminous INSURANCE

COMPANIES

Myfavoriteis"Thegalprobably
sent it to your old address. What's
your address again?"

But my informant had more to
say.

"It's insidious, that's what it is."
He leaned real close and spoke in

a graveyard whisper.
"In fact, I am sure that they are

part of a communist plot."

I was surprised. I hadn't heard
that explanation from anyone

about anything in a very longtime.
At least not since Mayor Daley of
Chicago died.

What makes you say that?

"I've tested'em, that'show. Only
someone who doesn't believe in

our proud free enterprise system

would work for the wages I pay.
Only some poor dupe ofthe Great
Red Overmind would work long
hours at a desk in the corner that is

so small it presses down on her
knees.

"Only a brainwashed victim of
the Marxist tyrannies would work

in my agency doing everything an
agent does with no hope of a pro-
motion or a real future in the indus-

try."
He looked around again and

slumped deeper into our booth. I
was getting concerned. He looked
like a man on the run, afraid to be
seen.

What's the matter? Is someone

looking for you?
"No, but sometimes THEY come

here after work with my younger
producers. They try to mix them
up and get their minds off selling."

The solution seemed simple. I
put it to him. Why doesn't he just
get rid of them dirty "gals." March
in and defoliate the lot ofthem. Iso-

late them before they spread. Wipe
them out and make the world safe
for...

"Butwhowouldmakethecoffee

in the morning?" he responded.
Armed with this knowledge, I

put it to the E&0 experts. Is there
any hope? Just what could agents
and brokers do to get themselves
rid of all this?

"Nothing," they said.
"These gals have been around so

long they are part of the business.
We've come to expect what they
do. Besides, we still paythem what
they were making after World War
II.

"We could pay them better. We
could train them to do what every
agent does and then make them
producers with title and responsi-

bilities to match the work they do.
We could even start writing down
binders with pens instead of swiz-
zle sticks."

It sounded fair to me.

"Butthenwho'dmakethecoffee

in the morning?" m



Trade show exhibits

build mass-marketing

potential client roster
By ESTHER KUNTZ

CHICAGO-Trade show and

convention exhibit booths can

boost mass-marketing sales, ac-
cording to several agent/brokers
who have made this public
relations-oriented technique work.

Most firms which exhibit do so

to make initial business contacts,
explain their programs and pass

out booklets to prospective clients.
They feel it is important to have
their logo on display for recogni-
tion. Later they follow up the ini-
tial contacts with a letter, tele-

phone call or personal visit.
The use ofexhibit booths is more

a public relations than a salestech-
nique, says Daniel Gorney, senior
vp of corporate marketing for
Benefacts, a subsidiary of Alexan-
der & Alexander Inc. "These

shows provide informal contact
with clients and prospective eli-
ents."

James Bliss, president o f The
Bliss Agency, said he cannot quan-
tify how well the booths succeed,
but he can pinpoint sales that have
resulted either directly or in-
directly from their use.

Most agents and brokers agree
that booths are a complement
rather than an alternative to mar-

keting through the mail and direct
sales. A convention exhibit tends

to reinforce a direct mail campaign
done before the convention, said
Arthur J. LeBlanc, assistant vp
and director of research and devel-

opment for the James S. Kemper
Foundation.

Many agents and brokers do not
feel it is worthwhile to exhibit un-

less they provide an insurance prol
gram for the association spon-
soring the convention, in which
case they are obligated to exhibit.
But some firms exhibit even if an-

otheragencyisendorsedbytheas-
sociation. "We provide insurance
programs for a number of groups,
but we still find competitors at the
conventions," said Curtis Ur-

banski, president of American In-
surance Marketing.

The James S. Kemper Founda-
tion exhibits mostly through asso-
ciation sponsorships on a regional
basis. The company provides in-
surance progranns for many

groups, including the Michigan
Home Builders Assn. Butthe foun-

dation also opens booths at some
trade shows not under the auspices
of a particular association. "We at-
tended the Reading Air Show
three years ago," Mr. LeBlanc said.

The use of exhibit booths ap-
pears to be primarily a large agent/
broker marketing technique.
"Most association conventions

draw people from a larger geo-
graphical area than a local broker
or agent can cover," said Kenneth

Ford, president ofMarketDyne In-
ternational.

The cost ofexhibiting at national
conventions may also be prohibi-
tive for small agents and brokers.
The total bill for exhibiting at such
a meeting can run anywhere from
$10,000 to $50,000, Mr. Gorney said.
But an agent or broker can exhibit
at a smaller local convention or

show for under $5,000.
David Vrieze, vp ofAlexander &

Alexander Inc., doesn't think the
use of booths is limited to a partic-
ular size of agency or brokerage
firm. It is important for any firm,
no matter what its size, to direct its
marketing at the buyers it is selling

1'BT door.openers
to, he emphasized. The marketing
campaign should not go beyond
the scope or the area of the insur-
ance it is selling. If the company
sells insurance to truckers in Iowa,
it should exhibit at Iowa truckers'

conventions only.
The Bliss Agency is an example

Continued on following page

YES
We cover a great many risks other markets won't or can't cover.

From a lot of markets today, you hear a lot of "No!" So you put, in a lot of frustrating time and effort. Stop. Your
first call to Weghorn International can frequently get you quick coverage in any of the lines listed below. It's not
that we never say, "No" It's that our attitude is, "Yes, yes, a thousard times yes!"
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out of this 4

business every day.

ONE stays with you
over the long haul.
SEABOARD UNDERWRITERS: The Commercial Truck Insurer that keeps you in
the front seat riding high... year in... year out. And we do it with a total
seMce approach from immediate underwriting decisions to fasl claim
payments and a full array of coverages (indluding a $5,000,000 liability
limit.)

And, ask us about our Special Risk Capabllmes: Umbrella, P,Imary
Uablilly, Tmck Ph¥alcal Cargo, 1*cess Auto... All forms of Excess & Su
plus just to menllon a low!

So If stability, experience and a total dedication to service have eluded
you. lum to us: We'll work with you no matter what comes down the road.

Select Agency Opportunities Available. Contact one of these omces todiy:

*SUU*Bum*U; *.
P.O. Box 659. Burlington, N.C. 27215
Phone: 919/226-4422 Telex 574498

Houston, Texas 77027

4615 Southwest Freeway
Su#e 11OE

(713) 627-7050

Chicago, Illinois 60611
444 N. Michigan Avenue, Suite 3040

(312) 664-7500 Telex 254349
41

lee eec el
representing Bankers and ShIppers Insurance Co. of N.Y. and other fine domestic and foreign·zarrlers
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Show booths...
Continued from previous page
of a small, specialized firm thal
uses booths effectively. On the b:z-
kerage side of its operaticn, the
firm specializes in government
risk insurance and concentra:es

most heavily on Illinois city and
county governments. although Eis

expanding operations to oth Br
states.

The state exhibited at 10 or 12

local conventions of city ar.d
county officials in 1978and intends
to attend more in 1979. The cost )f

attending these local conventizns
isn't prohibitive because at least
80% ofthecostisin personneltine,
Mr. Bliss said. Less than 20% o fthe

exhibition budget is spent cn
transportation and booth space.

Although some agents and br-
kers are exhibiting at conventtn E
more than they didafewyears:gc,
they say they cannot dettermin E

whether there has been an overall

incease in their numbers at these

meetings. Mr. Bliss said he has not
noteed any significan: change in
the numberofagent/broker booths
at the conventions he has attended

in -.he last year. "There may be
some increase," he sazE, "but then
the size of the conventions is in-

creasing too."

Bat Melvin Mathews, executive
vp z f the Assn. of Program Man-
agers, says, "More s.ate and na-
tior.al associations have been buy-
inginsuranceinthelastfiurorfive
years. Consequently T ore agents
and brokers are exhititing."

Other experts, however, believe
that. although the use 15 booths in-
creased several years ago, the up-
surge has tapered off. 'There may
havE been a slight increase about
twc or three years ago ' Mr. Gor-

ney said, "but now weseethesame
people at the same shows all the
time."

The number of associations

wanting to endorse an insurance
program and the number of agents

providing the Programs have be-
come relatively constant, said Ja-

mes C. Siyer, senior vp and tranch
manager of the Chicagc office of
Reed Shaw Stennouse, lne.

But what may be catching on
now is : more sophisticated ap-
proach to booth exhibits than

there was a couple of ye: r: ago,
said Donald Martin, president of
Cal-surance. "I ve noticed better

layout -n the bioth, better mate-
rials an<i better pre-convension ad-

vertising," he said.
More agents and brokers are us-

ing self-standing designer booths
instead of a simple table-top dis-
play. Mr. Bliss says he has four pro-
posals for designer booths on his
desk at:he mon*nt. "The Furpose
of designer booths is k create a
good irrage," he said, "and that is

TOUGH TO PLACE ?
Illinois R.B. Jones has

in-house binding facilities
CALL US AT

312-435-8200

the whole purpose of attending
conventions."

Some firms, however, prefer to
tailor the booth design to blend in
with others at the show. Kenneth

Lock, assistant vp of Albert H.
Wohlers & Co. Insurance, said his

company has several designer
models. "But if other exhibitors

have table-top displays, that's
what we use," he said. "We don't
want to be out of place."

The self-standing designer
booths that Wohlers & Co. use cost

between $700 and $3,.500, but some
more elaborate models cost up to
$9,000. The most expensive booths
often require hired labor to assem-
ble, which can be costly if the con-
vention is held in a unionized

town, Mr. Lock explained.
Some displays that sit on a table

top are also designed and carry the
company's logo. These cost be-
tween $100 and $500. Other firms
simply lay out their promotional
materials on a table. Since such an

RAILROAD
PROTECTIVE

LIABILITY!

\ZU

ti

t

f

the best of borh worlds . 'A.

Insurances

eltected at

Uoyd's
London

1 LUNOIS dEd
since 1905 Ill'll'llill,

R.B.JONES inc. serving agenrs
and brokers

since 1905

75 W. Jackson Blvd., Chicago, Ill. 60604 • phine (312) 435-8200

exhibit doesn't occupy as much
space as a designed booth, it can be
set up in the registration area of a
convention for about $25, Mr. Lock
said.

Space rental costs for a standard
booth range from $200 for a three-
day convention of most profes-
sional societies, such as the Fed-
eral Bar Assn. or the Modern Lan-

guageAssn.,to$1,000forameeting
of a large trade group. But some
associations provide the agent or
broker they endorse with free ex-
hibit space. Because the National
Restaurant Assn. sponsors Wohl-
ers & Co., it does not charge the
firm for exhibiting.

Some agents use everything
from treasure chest and sweep-
stakes giveaways to free luggage
tags to attract potential clients to
the booths. Mr. Lock, who uses

many of these techniques, says
they cost his company about $350
at every convention, but he thinks
they are essential to the exhibit.

"Most individuals aren't in-

terested in talking to insurance
people," he said. "This way we get
them to come and talk to us. I think

we do very wellin terms of getting
people into the booth area. Often
our exhibit is next to that of a very
large corporation and I think we
compete well." .

Insurers hope
to break even

in 1979: IIAA
NEW YORK-Property and ca-

sualty insurance companies ex-

pect an underwriting profit down-
turn next year, but a break-even
1979, according to Independent In-
surance Agents of America, Inc.
(IIAA) president Lee Meyer.

Following a series of meetings
with insurance company execu-
tives, Mr. Meyer reported to Texas
and Louisiana agents that in nation
and "ill-timed rate changes" are
causing problems for the property
and casualty insuranse business.

Company executives do not an-
ticipate capacity problems of the
magnitude that resulted from the
1973-1974 drop in underwriting
profits, he noted.

"We were told that most of the

companies believe that they have
now set their agency plants and
their book of business in such a

position as to be able to weather
the next downswing, without mak-
ing any major or drastic changes,"
said Mr. Meyer.

"These are good signs for insur-
ance agents," he continued, "and I
do believe the companies honestly
feel this way and expect to act re-
sponsively.

"I do not believe, however, that
the majority of companies are re-
ally doing anything to assist us,
their sales force, in holding or re-
capturing personal lines."

There is a strong possibility that
markets will become tight in other
areas where conditions are de-

emed unfavorable by company un-
derwriters, Mr. Meyer said.

"Too many of our companies are
looking at poor service as being
commonplace and accepting it
rather than striving to do a better
job," he concluded. .

errors &

omissions
• Alan L. Hagerman of the Rich-

arson, Hagerman Agency reports
that Aetna's basic profit sharing
agreement does not have a life in-
surance requirement as he was
quoted as saying in a Dec. 11,1978
Agent/Broker Topics article. The
Aetna profit sharing addendum
may require support of the com-
pany life campaign, he adds.
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Grand Rapids

Local leaders outmaneuver newcomer nationals
By BARBARA JEAN GRAY

GRAND RAPIDS, Mich.-This
little city on Western Michigan's
evergreen-lined slopes essentially
put itself on the map with its furni-
ture manufacturing ability. But
Gerald Ford's hometown actually
has a variety of economic gifts,
commercial insurance agents
claim.

And, like the mixed economic
base of the area, the profile of the
insurance agent community is
multi-faceted.

The top two firms, each with
revenues around the $1 million
mark, represent both the long-
standing native independents and
the network-affiliated national

houses. Crosby & Henry Inc. has
roots reaching back to 1858 and its
mgjor officers are direct descen-
dants of the founders. The James

S. Kemper Agency Inc. branch is
one of a national system of 33 of-
fices.

Other strong contenders wing
for commercial risks in the area are

Marsh & MeLennan Inc. and

Frank B. Hall's Underwriting Sys-
tems Inc., both full line agencies.

The two"new kids on the block"

to watch in this metropolitan area
of a half-million people are Alexan-
der & Alexander Inc. and Insuran-

Center, a local agency which qua-
drupled its revenues since it was
acquired by a formerTravelersem-
ploye Orv Schneider, four years
ago.

What's noteworthy about the al-
phabet house penetration of this
market is that three ofthe four of-
fices here started from scratch.

Kemper opened its doors 40 years
ago. Marsh & McLennan's nine
year old office is actually a sattelite
ofits Kalamazoo office. A&A hung
out its shingle just last July.

Only Frank B. Hall & Co. has ar-
rived via acquisition. Last Decem-
ber it completed the purchase of
Underwriting Systems Inc., an 18
person office incorporated in 1970.

Because there haven't been any
personnel changes at the agency,
the local independents don't really
regard Hall as an "outsider" com-
ing in.

"Hall really didn't come in,"
commented Jim Crosby III, execu-
tive vp of Crosby & Henry. "It ac-
quired an existing agency. It has
not changed from when they were
acquired so there isn't any new ef-
feet they wouldn't have had other-
wise. As far as M&M is concerned,
there are some major accounts in
Grand Rapids they can handle
well. I think they're good healthy
competition-nothing more and
nothing less."

Market observers say that this
city is a tough nut to crack, primar-
ily because of the conservative na-
ture of,the population which has
been strongly influenced by the
Dutch Reformed Church and the

long, frosty winters.

The national houses are un-

daunted by this"conservatism" ar-
gument.

"I think, all things being equal,
people would like to stay with the
fraternity brothers," commented
M&M vp Don Martin. "But they're
finding it necessary to have the ser-
vices and global connections the
national houses can offer."

M&M's assistant vp Ron Captain
said it's precisely this conservative
nature that makes competing "in-
teresting. It's the loyalty. We have
to prove ourselves every day."

Independent Jim Crosby ack-
nowledged that the alphabet
houses as a whole are tough com-
petitors for the large industrial ac-

 counts, even though on the "aver-
age, run-of-the-mill business,

they're poor competition."
This city, unlike Dallas or Hous-

ton, doesn'thaveawealthofjumbo
accounts and doesn't have more
moving in every day.

A&A's vp Conrad Conti, who
prides himself on the number and
size of insurance and insurance re-
lated services, doesn't believe the
capabilities are overkill for the
Grand Rapids industries.

"I think most client companies
could use the services and have not
had the access to them before.
There are several companies in this
area with sales of $25 million and
up. Also, the basis of our firm and
our major client base is the
medium-sized industry. We handle
coverage for many biggies but our
real strength in the market place is

*BT markets
the ability to provide service and
coverage for the $2 million and up
(in sales) companies.

"I would guess that 75% of our
business is in that area," he contin-
ued. "We're comfortable there and
with the large national accounts,
too. I don't think everybody needs
everything but I think it's impor-
tant that the business community
is aware that things are available
that can help them make their
business run better.

"A businessman has to be con-
cerned with costs. The use of our

services is not necessarily high
powered stuff, it's just good busi-
ness."

Similarly, M&M's Mr. Captain
said that his firm's global prowess
doesn't limit them to jumbo ac-
counts only (even though they're
strong there, too, with at least a
piece o f the action on such jumbo
accounts as Steelcase, Rapistan
and Sealed Power) and that the of-
fice is aggressively cultivating
smaller and medium-sized ac-
counts. This does not mean un-

loading unnecessary services or.
them.

"I would like to believe that we

really try to be objective in trying
to help the community and help
the people who need help. Thatcan
be the small account as well as the

large."
For Underwriting Systems, affil-

iation with Hall is the green light to
seek larger accounts, vp Thomas
A. Dalgleish said. With the national
affiliation "you have more credibil-
ity, especially if companies have
plants in other states. We have a
number of them where it makes

sense, especially in cases of safety
engineering coordination."

Two employes-one engineer
and one bond man-have been
added to the office to round out the

service facility, he said. The firm
has always been strong in con-
struction and plans to continue to
generate about 25% ofits revenues
in that area.

And if the alphabet houses are
Continued on following page

small.group
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Trust.
Signature Group Program Insurance Trust. Its built-in

selling features help you - the broker - close small-group
cases. John Hancock, as underwriter, provides attractive
commissions.

Obviously, any group plan can offer basic cost effi-
ciencies. But the Signature Group Trust goes further. It
incorporates effective underwriting controls and is designed
to spread risk over a large number of participating groups.
Policy dividends payable to the Trust will be available to
help stabilize contribution levels. Thus, the Signature Trust
can offer an economic

appeal not ordidarily
available to the employer
purchasing a separate
group policy insuring
from 50 to 149 lives.

Since proper ad-
ministration of a group '
program is one of its
most vital aspects, you
will be glad to know that
the Trust is administered

by John Hancock, one
of the nation's most ex-

perienced and respected
names in employee bene-
fit plan management.

16 these advantages, add the cost effectiveness of
HANSTAR, John Hancock's nationwide computerized
claim payment system. In addition to its promptness and
accuracy, HANSTAR allows direct processing with the
claimant - virtually freeing you and your client from
claim involvement.

Finally, the Trust's wide range of benefit options offers
you great flexibility in responding to your prospect's needs.

It all adds up. Unique cc,st advantages. Responsible
underwriting. Expert adminis-ration. HANSTAR speed,

accuracy and cost efficiency.

 A wide range of benets.And the sum is a high
score for your small-group
cases. To find out how

you can put your small-
group business in our
Trust, mail this coupon.

I Signature Group Program Insurance Trust

 P.O. Box 792, Boston, MA 02117.Tell me more about the Trust.

1 NAME 1
COMPANY/AGENCY

 ADDRESS I d GROUPCITY STATE PROGRAM

PHONE TRUST

INSURANCE

I am especially interested in the following aspects of the Trust: .

Underwritten and administered by John Hancock Mutual Life Insurance Company
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Underwriting Systems vp Tho-
mas Dalgleish says his na-

tional affiliation gives him more
credibility with some clients.

Grand Rapids
Continued from previous page
not limiting themselves to the
jumbo accounts, neither are the in-
dependents limiting themselves to
the smaller local accounts.

Crosby & Henry writes some
large international accounts, Mr.
Crosby said, although for most
purposes the firm regards Kent
and its contiguous counties as its
marketing area. The executive vp, a

fifth generation Crosby and the
firm's president, is a direct descen-
dant ofanother ofthe founders and

well established in the local com-

munity. Mr. Crosby recently
served as the president ofthe Inde-
pendent Insurance Agents of
Grand Rapids as did his father
some 34 years earlier. While this
heritage could in some instances

Crosby & Henry executive vp
Jim Crosby 111 finds the alpha-
bet houses are tough compe-
tition on large accounts.

.

%

+ · lif·

...

lead to complacency, such has not
been the case for Crosby & Henry.
Theagentcommunitygenerallyre-
gards them as a potent force in the
market.

An almost meteoric growth pat-
tern has been created here by In-

suranCenter. (Its corporate name
is Regen-Schneider & Associates.)
Formed in 1975 when Orv Sch-

neider purchased the three-man
Regen & Lamereaux agency then
writing $53,000 in commissions,
InsuranCenter now employs a
technique Mr. Schneider terms

"total selling," has added a three-
person employe benefit division
and now generates more than
$670,000 in volume with 17 em-
ployes.

*It

"We have to prove ourselves
every day," says M&M assls-
tant vp Ron Captain, about
"conservative" Grand Rapids.

In addition to the retail commu-

nity serving the metropolitan area,
this city also serves as headquar-
ters for two specialty firms which
serve an even broader geographic
base.

One is McAlear & Associates

Inc., an eight-year-old excess/
surplus lines brokerage facility
now generating approximately $36
million in premium volume.

The other is Ward S. Campbell
Agency Inc., a supermarket spe-
cialist operating throughout the
state of Michigan.

About 25% of the firm's Sl.2 mil-

lion revenues are generated in the
Grand Rapids area, Campbell pres-
ident Merle Barnaby estimated.
Campbell has 12 agents through-
out the state servicing, among
other things, the 800 to 900 super-
markets the firm writes. Long haul
trucking and bus lines are other
lines of business for the firm. It

A Manhattan Life Pacesetter

THE AEGU

$300,000 '
GROUP INSURANCE

INVITATIONAL OPEN

Manhattan Life's Affiliated Employers Group Life
Insurance (AEGLI) policy-the most talked about Also available at the AEGLI Pro Shop
group insurance plan in the industry today. • Spouse Insurance
(Group policy no. 9000GL. Available in Texas
only on a limited basis). • Accidental Death Coverage

Entry Purse • Group Permanent

Qualifications • Flexible Insurance Schedules

25 or more lives • Many, Many More Features

20-24 lives

15-19 lives

10-14 lives

Up to $300,000 per Life
Guaranteed Issue

Up to $ 80,000 per Life
Guaranteed Issue

Up to $ 60,000 per Life
Guaranteed Issue

Up to $ 50,000 per Life
Guaranteed Issue

Want to score a hole-in-one with group insurance?

Then tee off with the AEGLI Pro-your local

Manhattan Life General Agent.

A&A vp Conrad Contl says his
clients, mostly in the $2 million
sales rank, are concerned with
broker service costs.
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also has the association program
for the Michigan Licensed Bever-
age Assn. and is presently kicking

off a new program for bar, tavern
and restaurant businesses, Mr.

Barnaby said. Hopefully, the firm's
new in-house computer will have
policy issuance capability for the

new program.

Campbell Agency, which started

PIA asks end to disclosure rule
GLENMONT, N.Y.-TheProfes-

sional Insurance Agents of New
York (PIA-NY) has asked the New
York insurance superintendent to
reconsider requiring commission

disclosures by brokers serving
municipalities.

Effective last December, Regula-

tion 87, requires disclosure ofcom-
missions by insurance agents and

brokers doing business with muni-
cipalities.

Select from threetournament levels

All entries subject to our underwriting guidelines.

LEVEL PAR

Championship
20% - 40% • Can be written on as few as one life

discount on • No cutbacks at age 65

New York State • Lifetime coverage available
group rates at retirement

Masters

30% - 50% • Requires 10 or more lives
discount on • Coverage reduces by 50 percent at

New York State age 65, and additional 50 percent at
group rates age 70

• Coverage terminates at retirement

Pro

40% - 60%

discount on

New York State

group rates
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MANHATTAN LIFE
THE MANHATTAN LIFE |NSUAANCE COMPANY

The Pacesenem
Setting the pace in products, underwriting and service

Home Office:

111 West 57th Street, New York, NY 10019

Telephone: Marketing Depanment (212) 484-9445,48+9432

a company of the MANHATTAN LIFE corporation

Photos: Barbara Jean Gray
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Campbell Agency president
Merle Barnaby targets the su-
permarket, bus lines and long
haul trucking risks.

out in Battle Creek in 1960 and has

since purchased two other super-
market specialists in the state, in-
stituted an employe stock owner-
ship trust in its 16 person office
here this year.

Among the new horizons for the
firm is an association self-insur-

ance program with worker's com-
pensation as the starting point. .

PIA president Frank H. Reis
complained to the superintendent
that commission disclosure "in-

vaded the private contractual rela-

tionship between company and
agent; subjected producer com-
pensation to unnecessary public
scrutiny, and unfairly discrimina-
ted against professionalagents and
brokers."

Regulation 87 also requires dis-
closure of sharing producers. m

• Requires 10 or more lives

• Coverage terminates at age 65



business insurance, March 19, 1979 / 46K

RBH adds 6 vps; C&B promotes Schmelzle
09 3,- rj- ARollins Burdick Hunter of

Southern Calif., has made a series
of appointments to the vp ranks.
Derek Dunn, RBH marketing man-
ager, has been named vp in addi-
tion to his marketing duties and
Arthur Rasmussen, Ellsworth J.
Royer and Gregory J. Ryan have
been promoted to vp from account
executive. Janet L. Anderson and
Frederick Wood were named as-

sistant vps.
***

George R. Schmelzle has been
named executive vp ofCorroon &
BlackofOhio. Formerlydirectorof
sales, marketing and operations
for Atkinson-Dauksch Agencies
Inc., Mr. Schmelzle became vp/
general mahager when the com-
pany joined the C&B Corp.

***

Russell M. Cortino and Martin

F. Blake III were promoted to vps
of Alper Services Inc. Both Mr.
Cortino and Mr. Blake were for-

merly account executives with the
Chicago firm.

Mich. bolsters

agency abuse

investigations
LANSING, Mich.-Michigan

commerce department insurance
investigators are probing con-
sumer complaints against more
than 60 agents as part ofa continu-
ing crack down on insurance viola-
tions.

"The stepped-up priority" on in-
surance code violations began in
the last half of 1978, according to a
department spokesman, and resul-
ted in the revocation ofmore than

10 licenses and lesser actions

against 40 agents before the end of
the year.

"We were not nearly as effective
as we should have been during the
last few years," noted Howard T.
Spence, assistant commissioner
for consumer protection, "but we
have been introducing some new
procedures and realigning our
priorities."

The department has increased
its investigative staff to six includ-
ing three auditors, up from a low
point of a single investigator two
years ago, he said.

"We've always had a backlog of
consumer complaints against
agents," he noted. "But we've been
stuck trading off between con-

sumer complaints, marketing
practices problems and other busi-

ness complaints. We have since de-
cided to give more priority to cases
with the greatest impact on the
public."

Over 100 complaints against
commercial and personal lines
agents have yet to be investigated,
including not forwarding pre-
miums to insurers, not informing
companies that consumers have
applied for insurance, misrepre-
sentation and poor business prac-
tices.

"We have also had a few prob-
lems with busted agencies in Mich-
igan over the past few years. As we
get into researching various com-
plaints we find that they are often
symptoms of more aggrevated
problems with business practices.
That's why the auditors are on the
staff," said Mr. Spence.

Enforcement, he noted, will be
aided by a beefed-up Chapter 20 of
the Michigan legal statutes that
deals with unfair trade practices.
"The amendments to Chapter 20
will give us some new and stronger
tools to use in handling these com-
plaints," he said.

Michigan licenses about 30,000
agents. .

Burrows Palmer

***

George S. Burrows has been
elected vice chairman of Rollins

Burdick Hunter. A graduate of
Yale University and an underwrit-
ing member of Lloyd's, Mr. Bur-
rows will be replaced as CEO of
RBH-Illinois by Karl R. .Palmer,
formerly president. In the Penn-
sylvania division, Richard T.
Harris has been elected president
and CEO.

people

Former first deputy of the Ne.v
York State insurance department
Michael E. Curan has been named
executive director and general
counsel of the Insumnce Brokes
Assn. ofthe State of New York In:.

Mr. Curan, who resigned from the
insurance department earlier th_s
year, was most recently counsel to
Brady & Tarpey P. C.

***

Robert V. Hatcher Jr., president
ofJohnson & Higgins, has been ap-
pointed to the University of Vi>
ginia Board of Visitors by Virginia
governor John N. Dalton. Mr.
Hatcher, a Virginia na.ive, reside s
in Greenwich, Conn. He joins the

worked in the firm's Dallas, Los
Angeles and Richmond, Va., of-
fices.

***

MacRobert S. Thompson has
joined the Philadelphia office of
Marsh & McLennan to head a
newly formed unit concerned with

1.29 -Li- developing major commercial ac-
counts. He will be nominated for

Hirvath Pennington election to vp at the coming board
of directors meeting. Mr. Thomp-
son previously was a vp and analyt-
ical consultant with Alexander &

Alexander in Philadelphia.

16-member board as one of three

non-resident members.
***

Markel Service Inc. has ap.
pointed Thomas S. Horvath resi-
dent p and W. Bruce Pennington
regional manager for excess sur-
plus lines at the San Francisco, Ca-

lif., branch. Mr. Horvath was pre-
vic>usly in charge ofthe firm's Dal-
las office and Mr. Pennington has

We'd like to report on staff
changes. Just drop a note to Len
Strazewski, Business Insurance,
740 N. Rush St., Chicago, m. 60611
or calt 312-649-5393. We'd also like

to receive pictures of those in-
volved.

"Experience is agreat teacher: when
the risk is as complex as a school district,

INAis the logical choice'.'

Independent Agent ill Jones speaks his mind.

INA's professionalism and expertise in claims
serv: ce and loss control - well, you take that for
granted. The thing that's continually impressive,
thoigh, is the way INA innovates. They were first
with those really useful commercial packages, now
they've got Property Plus, and they're always coming

out with new and cost-effective product ideas
to give us a marketing edge.

«It's been a cooperative, rewarding
relationship for many years; and
there's no question it's going to

stay that way in the years
to come..."

"No matter how unusual or complex the risk, I
can't recall an instance when INA didn't respond
willingly to a request zor coverage. Anc that goes
back over my 18 years in business insurance. That
county-wide schoo. district was a good example.
INA looked over every aspect - in their usual careful
way - inspected the buildings, established
values, and offered a ccmmercial package
program covering many of the
risks involved. It acmally
put me into a new market.

"What this shows, at least for
me, is that INA has 2 real under-
standing of an agent's local needs.
They've worked with me on
everything from a coinmer-

cial bank to a woodwDrking
shop -because they know
that flexibility is the key
to an agency's success.
And they've helped
me stay in commer-

cial markets year
after year
when it was
difficult to find

another carrier
who was

interested.

Al Jones, Owner of Crosno
and Jones, Toledo, Oregon

is one of hundreds of

independent agents across
the country who benefit

from working with INA.
If you're an independent
agent and would like to

learn more about

representing us, write to
Office of the President,

Insurance Company
of North America,
1600 Arch Street,
Philadelphia, PA

19101.

4 INA
The Professionals
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Make your booth the main show attraction
By George Bamber

HE COST OF INDIVIDUAL SALES is going upalmost daily due to inflation and energy in-
creases, but a trade show is the one place where a
salesman can stand in one spot and have hundreds of
customers come to him.

This makes trade show exhibiting an increasingly
important source of low cost sales contact for both
large businesses and small outlets. Trade show ex-
hibiting can be as complex as a national advertising
campaign or as simple as a face-to-face sale.

The best national advertising is the simplest and
most direct. The best sales approach is the same:
face-to-face contact between a salesman and a pro-
spective customer as the salesman presents a desir-

George Bamber is president of the Blue Thumb Co., a
California design firm specializing in trade show
presentations. He specializes in designing collaps-
able, lightweight booths.

able product and takes
the initiative to close a

sale.

That is the fundamen-

tal technique of trade
show selling and exhib-
iting. Too many people
get lost in the mysteries
of trade show advertis-

ing. Like all advertising,
a trade show exhibit

must be simple and di-
rect.

Graphic design

I must stress that the AT perspectiveeffectiveness of the ex-

hibit is not dependent
upon the cleverness of the hardware or how much
you have spent or saved each time you have exhib-
ited. The most effective measure o f an exhibit, as in

YOURS IS AN EXCELLENT
PUBLICATION AND ONEWHICH SHOULD BE READ BYSELLERS AS WELL AS BUYERS
OF INSURANCE." Insurance Agency Executive*

They DO, 140..A*en< *i*t*s"why *o
many insurance cetnpantes and

services use Bilsiness lensurance 
...to reach b-014 buyer and
agent/broker.

Business Insurance is read by
over 59,000 commercial

o insurance/benefits buyers and
over 29,000 insurance agents and
brokers. Details upon request.

*One of 887 who replied to a special Business Insurance research study
among agent and broker readers.

.business
msurance

the newsmagazine that just had to be.

New York: 708 Third Avenue, NY 10017,212/986-5050
Chicago: 740 Rush Street, IL 60611, 312/649-5275
Los Angeles. 6404 Wilshire Blvd., CA 90048, 213/651-3710

3.

all great advertising, is its ability to bring the pro-
spective buyer in from the aisle to the exhibit area

where he is confronted by the exhibit salesman.
Trade show exhibits do this with graphic design.
The first thing that a person looks for in a trade

show booth is the identity o fthe corporation. It's best
if your identity is well-known or specifically de-
scribes your goods and services. If you are not as
well-known as Kodak or General Motors, you're in
trouble from the start. Your booth must identify

what you have for sale.
An insurance agency booth, for example, must

have "insurance" properly displayed along with the
name of the firm. It may help to have your insurers'
names displayed prominently.

The second most compelling part ofthe trade show
exhibit is what Icall the"hookquestion."Itistheone
element o f the design or copy that compels the pro-
spective buyer to enter the trade show exhibit and
ask the salesman, "Why is your product better, faster,
cheaper, sooner, than anybody else's?" Then it's up

to the salesman and the worth of

the product.
If the graphics on the back wall

are not well-designed with a visual
hook question to lure the prospect
into the exhibit, the exhibitor will
wait in vain.

Graphic designs are best done by
professionals who specialize in
that field. Any good trade show
builder has a graphic designer on
his stafi He has to; graphic design
is the most important part of what
heisselling.Weprovideourclients
with a scale model to show them

exactly what the booth will look
like. You should ask your designer
to do the sanne.

Costs

Traditionally, trade show exhib-
iting has been an expensive form
of advertising because the exhibit
backgrounds were built from
heavy material such as lumber,
chrome and formica. The initial

cost of building the exhibit today
can run from $1,000 to $7,000 per
ten foot unit, depending on the
complexity of the exhibit Costs
don't stop there.

Use costs are considerable. To

ship the lumber crates that hold a
10-foot exhibit across country can
cost anywhere from $300 to $1,000
depending upon the mode o ftrans-
portation. That's just to get to the
exhibit hall.

Union labor to set-up and tear-
down the exhibit, plus various mis-
cellaneous charges, add additional
$200 to $500 to an average show ex-
hibit use costs depending on loca-
tion and services required.

If a small businessman goes to 10
shows a year and if we conser-
vatively figure total use costs of
$600 a show, that person is spend-
ing $6,000 a year to show his ex-
hibit. His total cost of exhibiting
may exceed the cost o f his exhibit
six times.

Effectiveness

Since neither the heaviness of

exhibit hardware nor the transpor-
tation of that hardware visibly in-
crease the effectiveness o fthe mes-

sage or salespeople, it may seem
like a tremendous waste o f money.
For many small businesses it has
been.

Exhibit companies, however,

now tend to make lighterand more
portable exhibit systems that can
be folded down and carried onto an

airplane. Blue Thumb has made
that its speciality.

Regardless of exhibit structure
or graphic design, the effective-
ness of any trade booth program
depends upon the activeness ofthe
exhibit personnel. If they are not
actively greeting prospects, solicit-

ing their· involvementandtryingto
nail down leads, then, in my opin-
ion, the exhibit program is a fail-
ure, regardless of cost effective-
ness or the excellence of the de-

sign. I



Harris survey
Workers want iobs past 65,
pensions tied to inflation rate

By ELLIS SIMON -
Employes want benefit reportsNEW YORK-A majority of

working Americans wish to re-
main employed beyond the normal
retirement age, according to a
study on attitudes toward pen-

. sions and retirement sponsored by
Johnson & Higgins.

Most Americans, the study
found, object to mandatory retire-
ment, but believe retirees should

be able to enjoy the standard ofliv-
ing they had while working. While
private and government pension
plans were viewed favorably, sur-

vey participants doubted Social
Security's ability to pay future re-
tirement benefits.

In addition, respondents favored
pension plan benefits that esca-
late with the cost of living. Most
workers said they would be willing
to contribute to their plans so they
could enjoy that provision.

Lou Harris & Associates con-

ducted the study, interviewing
1,330 current employes, 397 re-

tirees and pension executives from
212 Fortune 1,000 companies.

The findings, which suggest
eventual reversal of the trend to-

ward early retirement, do not pro-
vide a definitive prediction on how
this will affect pension costs, but
imply that significant savings will
result when employes continue at
theirjobs fulltimeand modest sav-
ings will be realized when they re-
main on a part-time basis.

Of the workers polled, 51% said
they wished to continue working
beyond the normal retirement age.
Self-employed persons most fa-
vored this, with 71% wishing to do
so. Among salaried persons, 53%
wished to remain employed past
normal retirement while 42% of

hourly workers wanted to con-
tinue working.

Early retirement was preferred
by 22% of those polled and 26%
said they wanted to retire at the
normal retirement age.

1 Among those wishing to remain
B employed, 24% wished to continue

working part-time, 14% wished to
continue full time at the same job,

8% wanted to retire from one job
and go with a new employer while
5% said they would prefer a less

NEW YORK-Pension executives believe a lot of pension
plan in formation their employes want to know is not all that
important for them to know, surveys conducted by Lou
Harris & Associates for Johnson & Higgins show.

While 83% of current employes who read their last pen-
sion plan report said it was very important to know the
current financial status of their plan, only 38% of pension
executives at Fortune 1,000 companies agreed.

Similarly, 60% of employes said it was very important to
know whether the company or the pension fund trustee for
a professional management firm was handling investments.
Only 17% of the pension executives said this information
was very important to employes.

Where pension funds are invested was very important to
60% ofthe employes, but only 10% o fthe pension executives
agreed and 50% of pension executives said this was not
important at all. In addition, 59% of employes said it was
very important to know the rate of return on investment,
while 16% of pension executives agreed and 51% said this
knowledge was not important.

"Employers who are reluctant to be forthcoming with
such facts are going to meet mounting demands and even
criticisms from their employes," cautioned pollster Lou
Harris.

demanding full time job with less
pay from the same employer.

"The basic undeniable fact is
that most Americans in this last

quarter of the 20th century want to
work for the rest of their lives,"

said Mr. Harris, the pollster. "They
not only think such work contrib-
utes to their own mental, physical
and material well-being, but they
also feel they can contribute to the
mainstream ofAmerican society."

Mr. Harris also noted that white

collar jobs, more prevalent today
than blue collar jobs, require less
physical strength, enabling people
to work longer. As inflation con-

tinues to erode the purchasing
power of retirees, many are likely
to continue working out of eco-
nomic necessity, he added.

While J&H pension experts
note it is difficult to project how
deferred retirement would affect

pension costs, life and disability in-
surance costs are likely to rise be-
cause ofincreased risk, said James
G. Harlow, senior vp and director
of J&H.

Group health insurance costs are

Employers oppose pension rules
NEW YORK-Pension executives generally oppose the

pension reform law but still praise several ofits provisions,
according to a study conducted by Lou Harris & Associates
Inc. for Johnson & Higgins.

ERISA was graded "fair" or "poor" by 61% of pension
executives polled. Only 38% said ERISA was a "good" or
"excellent" law. The 212 survey participants handle pen-
sion matters for Fortune 1,000 corporations.

The pension executives strongly endorsed ERISA's: joint
and survivor benefits provision by an 87% to 10% majority;
IRA and Keogh plan provisions by 85% to 8%, and pension
eligibility requirements by 78% to 20%.

Funding and fiduciary standards were looked upon favor-
ably by 76%ofthosepolled. Plan termination insurance was
approved by 58% of the pension executives and 55% were in
favor of ERISA's investment limitations. However, 71% of
the respondents disapproved of the reporting and disclo-
sure requirements and 63% opposed the limitations on pen-
sion requirements.

ERISA was said to have increased pension costs by 54% o f
those polled and 57% ofthe pension executives complained
about additional time spent on pension matters. However,
the positive result ofemployes knowledge ofpensionplans
was cited by 63% o f the survey respondents.

not likely to be affected since em-
ployes become eligible for Medi-
care at age 65, he noted. However,

Mr. Harlow added that companies
could develop special plans to sup-
plement Medicare benefits.

By a nearly 9-to- 1 ratio, current
employes oppose mandatory re-
tirement. Two-thirds of the busi-

ness executives polled also said
they were against forcing people to
leave their jobs because of age.

Although 57% of current em-
ployes and 61% of retirees said

olderpeoplecanperformtheirjobs
as well as as when they were youn-

ger, 64% of the executives polled
disagreed. In addition, 80% of cur-
rent employes and 75% of retirees
said employers discriminate

against older workers while 57% o f
the executives said they did not.

"Management is going to have to

catch up with the thinking of both
current and retired employes or
find themselves bucking the main-
stream ofAmerican attitudes," Mr.
Harris cautioned.

However, workers and execu-
tives agreed that retirement in-
come should be at about the same

level as before retirement. This

view was shared by 81% of current·
employes, 84% o f retirees and 82%
o f pension executives.

Among retirees, 58% said their
standard of living wasadequate or
more than adequate. Pension re-

cipients fared far better than per-
sons not receiving pension bene-

fits, with 76% of pension recipients
reporting at least an adequate stan-

dard ofliving compared with only
43% of those not receiving pen-
sions.

The desire to maintain pre-
retirement living standards re-

flects people's fear ofinilation, Mr.
Harris noted.

However, in commenting on the
survey, J&H noted that maintain-
ing pre-retirement standards ofliv-

ing was an "optimistic" goal that
'4will become less realistic as the

retiree to worker ratio increases in

future years and inflation takes its
toll.

"A more achievable goal would
seem to be one where the com-

Continued on following page
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when others can't,

OVUA "can ./.. aa

is growing fast !
TODAY DVUA IS THE LARGEST INDEPENDENT WHOLESALER

OF INSURANCE IN ITS OPERATIONAL AREA.

Commercial Automobiles: Excess liability, physical damage, local, in-
termediate and long haul trucking, cargo and recreational vehicles.

Liability: Primary, excess, umbrellas, nursing homes. excess self-insured
workers' compensation, compensation, prodic·/.%.aviation, utilities,
contractors and demolition.

Property: Primary and excess, fire, DIC time element and capacity
problems.

Errors and Omissions: Architects and engineers. public officials liability,
school board liability, fiduciary liability, insurance agents and brokers

E&0, D&0 for commercial corporations and non-profit organizations,

Delaware Valley .A.A. -t,
Underwriting Agency,Inc. 1/1

 --®

PHILA.(Wyncote):
Corporate Headquarters
125 Greenwood Avenue,

Wyncote, Penna. 19095
(215) 572-3800

WESTERN PA

Centre City Tower
650 Sm,thileld Road
Pittsburgh, Pa. 15222
(412) 281-3920

NEW JERSEY:

200 Executive Drive

West Orange, N.J. 07052

(201) 731-3033
(Opening Dec.1,1978)

Stop
claims.

pains
If the soaring

costs of self-ad- -

ministered health

care plans are begin-
ning to hurt, the 31639MCAUTO Employe Product Descrip·.c,n

Benefit System can
soothe the pain. Ordi-
nary telephone lines
connect a video ter-
minal in your office to
MCAUTO's proven,
computer-based infor-
mation system. You get quick, fair, accurate
settlement of medical, dental, and vision
claims-without duplication oroverpay-
ment. One worldwide manufacturer with
100,000 employes is using our Employe
Benefit System-so can you. Send now for
free brochures.

IVICAUTC
MCDONNELL DOUGLAS AUTOMATION COMPANY

Write: W. R. Vickroy, Dept. KW-500
Box 516, St. Louis, MO 63166
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TOLEDO and ST. LOUIS
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL

Call or Write:

PICTON-CAVANAUGH, INC.  THE DANIEL & HENRY
811 Madison Avenue

Toledo, Ohio 43624 10 BroadwayCOMPANY419-241-8211 St. Louis, Missouri 63102
314-421-1525

See our ad on page

Buying on price alone
is still bad medicine.

Harris survey...
Continued from previous page
bined retirement income available

from a pension plan and Social Se-
curity provides a standard ofliving
somewhere between "comfortable

subsistence and the pre-retirement
standard," J&H said.

Private pension plans received
high grades from employes cov-

ered by such plans, with 78% indi-
eating satisfaction with the design
and administration of their plans
and 68% having a "great deal of
confidence" that the plan will pay
promised benefits.

However, government employe
pension plans were the most fa-
vored form of pension coverage,
with 36% ofcurrentand retired em-

ployes preferring this form of cov-

erage if they had to rely on one
source, compared with 27%
favoring private plans and 9% de-

siring union plans.

Price is no patent medicine cure-all for your insurance for you. If it is, we will design, implement and administer
program requirements, even in today's buyer's market. the right program for your needs.
That's why you need a broker who can recognize the And we are consistently developing new ways to
difference between a price value and a price trap. save money while better serving our clients, like our

Like Arthur J. Gallagher & Co. Benefit Planning Services division which provides
Gallagher knows the right coverages and the right comolete self-funded employee benefits programs.

price for each; has the top market access it takes to And our prescriptions work, too. That's why we are
"buy smart' ; is flexible enough to serve still the fastest growing of all the Top 20
local companies and multi-nationals alike U.S. brokers.

with uncomoromising professionalism.
What's more, you can rely on us to yourirsirance needs may be, Gallagher- So reijardless of how varied or complexrecommend innovative ways to reduce can provide the protection you need.

costs without jeopardizing coverages. We irvite you to call to learn more about
For example, self insurance may be right a professional Gallagher program.

®

ARTHUR J. GALLAGHER & CO.
Gould Center, Golf Road, Rolling Meadows, Illinois 60008 · Phone 312/640-8500

• An International Organization Providing Excess Coverages and All Related Services for Self Insurers
• Brokers for Commercial, Industrial and Institutional Insurance Programs

Social Security was the least de-
sired source of retirement income,

among 37% of the respondents,
while union plans were least de-
sired by 24% of the respondents. In
addition, 53% of current and re-

tired employes said Social Secu-
rity was the form ofcoverage most
in need o f change.

Little confidence was expressed
in the ability of Social Security to
pay future retirement benefits,
with only 15% of current employes

having a great deal of confidence
while 42% had hardly any.

Among pension executives, 73%
reportedeithersomeoragreatdeal
of confidence in Social Security's
ability to provide future benefits.

However, 50% ofthe pension exec-
utives doubted the willingness of

future American taxpayers to sup-
port the system's escalating costs.

Pension plans provided for gov-
ernment employes have a reputa-
tion for being better than private
plans, Mr. Harris noted. "Employ-

ers are going to have to do a lot of
selling to their employes to make a
majority of them convinced their
pension plans are superior to gov-
ernment (plans)."

"The public lacks confidence in
Social Security," observed Ken
Keene, J&H senior vp and direc-
tor. "This reflects a lack of confi-

dence in government's ability to
manage," he added, noting that
57% of employes prefer to have
their Social Security taxes in-
vested in private pension plans.

"It is not possible to provide ade-
quate benefits to all Americans
through Social Security," Mr.
Keene continued. "The responsi-
bility for retirementbenefits overa
basic level should be trans ferred to

the employe and his employer."
Mr. Keene urged expansion of

the private pension system and es-

tablishment of national policy to
encourage small employers to es-
tablish pension plans and allow for
employe contribution.

While current and retired em-

ployes generally were satisfied
with pension plans as they existto-
day, adjusting benefits for infla-
tion was the most desired improve-
ment. Pension benefits that in-

crease with inflation were either

very important or extremely im-
portant for 93% of those polled.
Among pension executives polled,
86% agreed. However, only 30% of
current and retired employes said
their pension plans do so.

More than seven out of 10 pen
sion plan participants said the
would be willing to contribute to or
in crease their contribution to their

pension plan if the plan indexed
benefits to inflation. .

Need alternative

to FAIR plans: Exec
NEW YORK-Property and ca-

sualty insurers should study long-
range residual market problems
examining the "industry's capac-
ity to deal with it and public con-
siderations that are involved," an
insurance industry expert has said.

Calling Fair Access to Insurance
Requirements (FAIR) plans "tem-
porary schemes," Richard G.
Brueckner, president of the New
York Property Insurance Under-
writing Assn., said recently that
FAIR plans have lasted longer
than originally intended.

"In my opinion, it is no longer
prudent to continue to operate
these socially required insurance
pools on a catch-as-catch-can ba-
sis. I think we should assemble all

the industry and pro fessional man-
agement help we can muster and
try to fashion insurance mecha-
nisms that will serve the needs of

the public without corrupting
sound principles of insurance." •



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

Claims Administration

Claims Investigation

Now you can offer clients full support. With Equifax RMS, risk management
support services, you have the resources Of 13,000 people in 1,800

locations at your disposal. All as part of a flexible program that supplies
data for smooth and manageable operations.

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

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

Now you'll have help when there's a
problem on the road 500 miles away.
When safety requirennents need to be
set up at a new job site. Or when
any one of several problems require
fast, knowledgeable response.

With RMS, you get flexibility

So many situations require on-the-
scene handling. You can't be in more
than one place at any given time.

But we can. You see, RMS is an um-

brella of services from Equifax, the
leading supplier of information to
insurance and industry decision
makers for over 75 years.

Iust one phone call generates all
activity you need from any of our 1,800
offices.

Safety/Loss Control

L

Motor Vehicle Records

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

With RMS, your program is complete

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

statistical reports, administra-
-. tive and investigative help,

safety/loss control, OCCU-

 pational health screen-
ing, security employ-

ment reporting, and
97 2 : * 1 f *7 motor vehicle records.

./' To get the job done, RMS
puts 13,000 people on call

for you. This number includes a
field force of over 4,000 skilled pro-
fessionals. Average experience: 10
years.

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

1,

f

Occupational Heajth Screening

A
i

1«**

f-

Security EmpJoyment Reporting

Find out more about how this total

service sensitivity can work for you.
Just fill out the coupon and drop it in
the mail today.

You'll get a comprehensive brochure
about RMS plus specific area{s} of
interest.

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

( ) Claims Investigation
( ) Safety/Loss Control
( ) Occupational Health Screening
( ) Claims Administration
( ) Motor Vehicle Records
( ) Security Employment Reporting

Name

Title

Company
Address

City State Zip -
Business Phone

1800 Century Blvd., Suite #500,

AMS
Atlanta, GA 30345

risk management support services
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Why
bank holding

companies
shouldnotsell

insurance
The National Banking Act of 1916 specifically forbade national
banks from engaging in any other activity but the banking business.
except in communities with a population under 5,000. In those
small rural towns. national banks were permitted to engage mother
business activities (such as selling insurance) because these services
were believed necessary to the survival of these banks in small
communities.

To circumvent regulation. banks began to set up holdingcom-
panies in the eaily 1950's. Using the cover of a holding company,
which was unregulated. they were able to engage in a diversity of
non-banking businesses.

The Bank Holding Company Act of 1956 sought to impose
resmctions on holding companies that owned two or more banks.
But, the one-bank holding companies were unaffected by the
regulation. Between 1955 and 1968 theone-bank holdingcompany
increased in number from 117 to 783. Currently there are 2.027

bank holding companies in the·United States operating through a
total of 3.903 banks with 21.223 branches. This is a total of 25.126

bank offices. The economic power of the bank holdingcompanies
is awesome. They conrrol $814 billion in deposits.

The consumer loses his "Freedom of Choice" and bargaining
clout when credit needs are coupled with insurance sales from the
same financial institution. The bank holding companies' power to
extend credit is the power to coerce, and.when lending institutions
operate insurance agencies, they can effectively compel the
placement of insurance through their affiliate.

The consumer should have the right to deal with the insurance
professional of his choice. The consumer can then select the most
beneficial terms and costs from among many reliable insurance
companies for the best home. auto. life and business insurance
coverage.

There are severalbills that will protect your rightsof"Freedom
of Choice" by limiring the bank s incursion into the insurance
business Among these are the Hanley Bill in the House and the
Durkin Bill in the Senate.

Today and tomorrow.the independent Insurance Agentsof
America. inc. will hold their Third Annual Legislative Conference
at the Mayflower Hotel to discuss the Bank Holding Company bills
with federal legislarors.

We believe the consumer should have a "Freedom of Choice:

1 YOUR*/0/
\ /nsumnc¢0AGENT /
\-6:3/

Independent Insurance Agents of America. Inc.
85 lohn Street. New York. NY 10038

Over 126.000 rnernbe,agen'representi,1340048encle. Mme thin
250.000 dedicated employees servinsArnerica 's insurance needs

Washington Post/New York Times

IIAA's Third Annual Legislative Conference was
held March 12 and 13 at the Mayflower Hotel in
Washington. Over 400 IIAA independent agents
were in attendance to meet federal legislators to
discuss a broad range of legislative subjects with
special emphasis on the upcoming Bank Holding
Company bills.

To give the Legislative Conference clout, a
mini-blitz advertising campaign was implemented.
On March 12th full page ads.appeared in the
Washington Post and The New York Times, the

WhY
bank holding

companies
shouldnotsell

insurance
• When your constituents' credit needs are coupled with

insurance sales from the same financial institution, they
are put in an inferior bargaining position.

• The bank holdingcompanies' power to extend credit isthe
power to coerce, and when lending institutions operate ·
insurance agencies. they can effectively compel the place-
ment of insurance through their affiliate.

• When your constituents deal with the insurance professional
of theirchoice, theycan pick andchoose thebest termsand
costs from among many reliable companies for the best
home, auto, life, and business coverage.

To preserve your constituents' freedom of choice. and bargaining clout, keep bank
holding companies out of the insurance business.

Support the Hanley Bill in the House and the.Durkin Bill in the Senate.

Next week (March 12.13)4001[AA tndependent·Agents will be in town for,heir Jrd Annual Lexistative Conference.
Some will visit youroffice,odiscussthe Bank Holding Company billsandother legislation.
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Independent Insurance Agents of America, Inc.
85 lohn Street. New York. N.Y. 10038

Over 126.000 rnember agents representins 34.000agencies. More (Nn
250.000 dedicated employees serving America's insurance needs.

Capitol Hilli "Roll Call'

nation s two most prestigious newspapers. TIME's
Washington metropolitan edition carried the ad
week of March 12th. A special ad appeared March
March Bth in the Roll Call Newspaper, which is
distributed on Capitol Hill, to elicit backing for the
Hanley Bill in the House and the Durkin Bill in
the Senate.

1 · 44 11

This government issue advertising effort
indicates a further commitment IIAA has made

in combating negative legislation affecting
our industry.
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 SERVES YOU FIRST /

Independent Insurance Agents of America, Inc.
85 lohn Street. New York. N.Y. 10038

Over 126.000 member agents representing 34.000 agencies. More than
250.000 dedicated employees serving America's insurance needs.

800-221-7916
Call this 24 hour. toll-free number today · In Alaska. Hawaii. and New York State call 212-285-4283 collect.



around the states

Mich. defines governmental immunity
LANSING-Two recent rulings

by the Michigan court of appeals
reveal the court's definition of

"governmental function" for

which governmental immunity
from prosecution applies.

In one case the court said the mu-

nicipality could be sued and in an-
other it said the state mental health

department was immune from
prosecution.

Citing earlier supreme court de-
cisions that governmental agen-
cies are only immune from prose-
cution while performing "govern-
mental functions," the court said
that Hazel Park could be sued by a
skater injured at its community
center. The skater claimed she was

injured as a result of negligent su-
pervision.

The suit had been dismissed by a
county circuit judge on the theory
of governmental immunity. But
the appeals court said,"The opera-
tion o f a roller skating program by
a municipal corporation is not of
essence to governing."

In another case, however, the
three-judge panel ruled the state
department of mental health could

not be sued for damages by a state
mental hospital patient who
claimed he was assaulted by an at-
tendant. The court said, "An atten-

dant at a mental hospital serves
partially in a custodial capacity,"
which has been interpreted pre-

viously as a governmental func-
tion.

Doctor's countersuit

SPRINGFIELD-The Illinois

supreme court has turned down a
petition to hear the malpractice
countersuit of Leonard Berlin

M.D.

Dr. Berlin will appeal the case to
the U.S. Supreme Court making it
the first malpractice countersuit
ever taken to the nation's highest
court.

The doctor and his astorneys ex-
pect to file a brief by April.

The Illinois supreme court's re-
fusal to hear his case lets stand a

1978 decision by the Illinois appel-
late court that reversed a trial court

decision in favor of Dr. Berlin. He

had been awarded $2,000 in com-
pensatory damages and $6,000 in
punitive damages charged against
an attorney. his client and her law-

yer-husband for "wantonly and
willfully" bringing a medical mal-
practice action against him.

N.J. work comp

TRENTON-Advocates contend

it would correct the "inequities" o f
New Jersey's present workers
compensation program, but oppo-
nents of the bill (A1735) assert it
"is not a workable solution."

$3 billion in commeral properly
coverage says Charter can handle it.
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No matter what your commercial property
insurance needs, you can count on Charter to give
you the plan most likely to reduce premiums and
administrative costs, and expand coverage.

The fact that we provide insurance on more than
three billion dollars in property worldwide tells
you we have the experience, the contacts with
carriers, the trained personnel and the competitive
pricing you want. And Charter is an industry
leader in designing innovative and efficient
approaches to coverage.

Present customers include property management
companies, financial institutions, property

owners, property partnerships, real estate trusts,
pension funds and both corporate and private
aircraft owners.

We'd like to show you the kind of service that's
made them Charter customers. So give us your
commercial property coverage problem. Over
$3 billion of experience says Charter can handle it.
Charter Insurance, Inc. is a member of the Charter
- Insurance Group, which is a subsidiary

 of The Charter Company.

Insurance
Inc

The Charter Company ranks 178th on Fortune's list of the top 500 American Corporations.

Agents/Brokers · 220 N. Main Street · Jacksonville, Florida 32202 · 904/358-4325 · TELEX 56-350

Sponsored by Assemblyman
Thomas F. Cowan Sr. of Hudson

County, the bill would increase
weekly payments to totally and
permanently disabled persons to

$156 a week. Initial payments
would be made out of the Stock

Workmen's Compensation Secu-
rity Fund and subsequent pay-
ments from the Second Injury
Fund.

The Second Injury Fund is fi-
nanced by a yearly assessment on
workers' compensation payments
made by each employer.

The measure could also extend

payments to the dependents of
workers who die from the occupa-
tional injury or desease for which
they were receiving compensation.

Vt. work comp

MONTPELIER--Small Ver-

mont employers will no longer
have to pay an 8% surcharge on

worker's compensation insurance
or wait as long as several weeks
before insurance coverage is
granted, said insurance commis-
sioner Stewart Ledbetter.

In addition, a new graduated
schedule of agent commissions
has been introduced which will re-

sult in "substantially more equita-
ble" commissions for agents writ-
ing smaller policies.

Mr. Ledbetter said the improve-
ments effective Jan. 1 will save
Vermont employers about

$200,000 annually. The changes
were the result of negotiations
with the National Council on Com-

pensation Insurance.
In the past, small Vermont em-

ployers with only a few employes
were usually placed in an assigned-
risk category simply because in-
surers didn't want to write ac-

counts when the premiums would
be less than $1,000. Mr. Ledbetter
said 80% of Vermont businesses

pay premiums under $1,000.

Md. work comp

ANNAPOLIS-Judge Albert L.
Sklar of the Baltimore supreme
bench ruled that the Maryland in-
surance commissioner went be-

yond his authority in attaching a
special condition last October to an
order raising workers compensa-
tion insurance rates.

Judge Sklar said insurance com-
missioner Edward J. Birrane Jr.

lacked the authority to stipulate
that the 24.6% rise in workers com-

pensation rates he granted could
not apply to rates paid by private
contractors while their contracts
were still in progress.

But by not addressing the issue,
the judge let stand another special
condition which Mr. Birrane had

attached to his order raising
workers compensation premiums
by $38 million. The commissioner
had delayed imposition ofthe rate
increase until Jan. 1.

Malpractice

HARRISBURG-The Pennsyl-
vania Insurance Department ap-
proved a 5% increase on medical
malpractice insurance rates by the
Pennsylvania Medical Society Lia-
bility Insurance Co. (PMSLIC).

PMSLIC, a subsidiary of the
state medical society, insures over
5,500 physicians and surgeons in
Pennsylvania and is the state's sec-
ond largest medical malpractice
underwriter.

Even with this increase, Penn-

sylvania doctors will pay less now
for coverage than that provided by

Argonaut Insurance Co. prior to its
abandoning the Pennsylvania mar-
ket, said insurance commissioner
Harvey Bartle III. Argonaut wrote
the medical society's liability in-
surance program prior to 1978.

Under the old rate structure,

doctors paid between $1,008 and
$11,364forbasiccoverage, depend-
ing upon their specialty and geo-
graphic location. The new rates
range from $1,080 to $12,168. •



blueprints to reform
-orkers comp la -

By MARY ELLEN McKEE

ST. PAUL-A Minnesota legisla-
tive study commission is recom-
mending the workers compensa-
tion law be amended to provide for
a state-operated fund to pay bene-
fits for reopened cases, expanded
retraining and rehabilitation pro-
grams and major administrative
shifts.

The study commission, consist-
ing of both public and legislative
members, submitted its recom-
mendations this month in a bill to

the state legislature after twoyears

of examining the problems inher-
ent in the state's current workers

compensation system.

Minnesota is another in a long
line of states plagued with sky-
rocketing rates and difficulties in
settling claims caused by the im-
pact of a liberalized law. The law
has forced insurers to drastically
restrict their workers compensa-
tion underwriting in the state and

has spurred whopping rate in-
crease requests of71.8% and 25.3%

from the rating bureau in the past
two years. (The state insurance de-
partment, however, has rejected

these requests.)
The bill is expected to be intro-

duced in the legislaturethis month
in an effort to improve the state's
workers compensation system.

Establishing a reopened case
fund is vital to the financial stabil-

ity of Minnesota insurers and em-
ployers, the commission states.
Under the commission's blue-

prints, the case fund would be lia-

ble for any compensation awarded
an employe resulting from the
reopening of a claim if it is dated
seven years from the injury or
three years from the last compen-
sation payment.

Currently, once a claim for com-
pensation is made in Minnesota,
there is no time limit on filing a
further claim at a future date. This

uncertainty of future liability fae-
ing insurers forces higher reserve
requirements and in turn causes
higher premiums. the workers
compensation report explains.

"A reopened case fund would
provide for the reopening of claims
where justice requires, alleviate
the uncertainty about reserving

among insurers and reduce the
higher premiums to employers
which such uncertainty pro-
duces," the study commission re-

port claims. The study points out
claimants would receive benefits

they were entitled to and individ-

ual insurers and employes would
not have to pay for such reopen-
ings. "Instead, an assessment on
all insurers would serve to finance

all reopenings, thus avoiding the
necessity of considering potential
reopenings in the determination of
an individual case."

The kind of reopened case fund
the report recommends is one sim-
ilar to the one now operating in
New York which is administered

as part of a special compensation
fund and financed by an addition-
al percentage assessment on work-
ers compensation insurers in the
state.

Meanwhile, the commission also
recommends the legislature per-

mit an employer to register an
employe's pre-existing condition
with the state's "special fund" be-
fore and after an injury and waive
the current pre-registration man-

dates. By registering a pre-existing

condition, the employer avoids
sole responsibility for an aggrava-
tion to any condition. The study
commission thinks the special
fund should pick up disability
compensation in excess of 52
weeks and all medical payments in
excess of $2,000.

The study commission supports
siphoning investment income
back into the special fund rather
than in a general fund. "Returning
investment income from the spe-

Continued on following page
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HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your companytime. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends  Mutual
to the full spectrum of fully insured, MPA and ASO plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, Company
Vice President, at (617) 421-6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.
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Minn. work comp...
Continued from previous page
cial fund back into that fund will

effectively lower the assessments
imposed on employers for its
maintenance," the report main-
tains.

Currently investment income
earned by the special fund ·is
placed in the general fund and re-
sults in potential benefit dollars
being used to subsidize other state
programs. "Growth of the special
compensation fund will result in
increased investment income and

this income will help keep em-
ployer assessments low."

A higher quality of retraining
and rehabilitation methods to

speed the return of an injured em-
ploye to the workforce is also pro-
posed in the commission's report.

The dramatic recognition of the
role of retraining in cutting
workers compensation costs was

Consistent

Performance.

first suggested by the workers
compensation advisory council, a
separate and distinct body from
the study commission. which has
also studied workers compensa-
tion problems.

At the top of the list of recom-
mendations to implement a strong
and effective rehabilitation pro-
gram is to immediately place any
worker into rehabilitation counsel-

ing who has a permanent disability
preventing him from adequately
performing the job he held before
the injury.

All vocational rehabilitation ser-

vices, as described in the report,
should return the individual to a

job related to his former employ-
ment or. at least, in a nonrelated

job which produces an economic
status close to that enjoyed before
the irijury.

The commissioner of labor and

industry, according to the advisory
council's rehabilitation plan guide-
lines, would hire qualified admin-
istrators o f rehabilitation pro-
grams and other assistants report-
ing to the commissioner oflabor.

As envisioned by the advisory
council and laterby the study com-
mission. the rehabilitation admin-
istrators, under the direction of:he
commissioner of labor, would su-

pervise the delivery o f all manda-
ted rehabilitation services. The re-

habilitation administrators should

have the power to approve, modify
or disapprove rehabilitation pro-
grams submitted to a review panel
in order for this approach to be ef-
fective the report maintains.

The review panel, the report ex-

plains, should consist of the com-
missioner of labor and -ndustry or

his designated representative and
representatives of labor employ-
ers, insurers, vocational rehabilita-

tion facilities, physicians and med-
ical specialists approved by the

ROLLINS BURPICK
HUNIER

governor.

In addition to its regulatory ca-
pacity, the review panel should
also be responsible for ongoing re-
search into both physical and voca-
tional rehabilitation and develop-
ing and molding regulations based
on this data, the commission rec-
ommends.

When the employers and the in-
surers receive medical documenta-

tion that because of a work related

injury an employe will not be able
to fill the position held prior to the
injury, the employer and the in-

surer should provide rehabilita-
tion consultation for the employe
within 30 days of the medical no-
tice.

Consideration must be given to
the workers age, education, pre-
vious work history and skills when

developing a rehabilitation plan,
the study warns. Before any reha-

bilitation program approach can
be effective, the study emphati-
cally states, disabled employes

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, Illinois 60606

must be required to submit to all
reasonable requests for examina-
tion and evaluations considered

necessary to. determine the need
and extent of rehabilitation.

Also necessary to the success of
this kind of approach to slashing
workers compensation costs is the
preparation of periodic progress
reports on the employe to provide

the department of labor, employ-
ers and insurers with up-to-date
files.

Application by an employer, in-
surer or disabled worker for sus-

pension of a rehabilitation pro-

gram is possible under the
commission's program only if one

party can prove that the impair-
ment o f the worker would prevent
him from moving into the new vo-
cation. In order for a plan to be sus-
pended, a party must prove the
worker's performance shows he
cannot complete the course; the
worker refuses to cooperate in the

program or the worker feels he is
not suited for the work for which

he is being trained.

Rehabilitation costs, according
to the commission report, will be

covered by the employer and must
include the cost ofvocational reha-

bilitation diagnosis and plan for-
mulation; cost of all rehabilitation
service and supplies necessary to
launch the plan; tuition, books,
lodgingandtravelwhenrehabilita-
tion classes are out oftown and any
expenses agreed to by the insurer
and the employer.

This proposal permits retraining
by private rehabilitation agencies
which are properly accredited by
the commissioner of labor and in-

dustry, instead ofthe current prac-
tice of shifting retraining program

design to the state's division of re-
habilitation. "By permitting pri-
vate agencies to develop retraining
programs, the overall attention to
and quality of retraining programs
will increase, thereby enhancing
the employment prospects of the
worker," the study submits.

More participation of the insurer
and employer in the retraining and
rehabilitation process is en-
couraged by the commission's pro-
posals. Currently the only input
theinsurerandemployerhasinthe
whole process is to object to a re-

training plan developed by the di-
vision of vocational rehabilitation

in a judicial proceeding. The com-
mission also recommends that the

insurer and employer choose the
rehabilitation agency which will

develop and carry out the plan.
Because of the conflicting esti-

mates in litigation o f the degree of
disability of an injured worker, the
study commission recommends
that the commission of labor and

industry should formulate disabil-
ity schedules for an objective as-
sessment o f disability.

The study commission recom-
mends that the department of la-
bor and industry consult with the

medical and chiropractic profes-
sion to develop a medical fee
schedule and hire outside consul-

tants to study department and in-
dustry data and record keeping
systems with special attention to
computer and microfilming.

Other recommendation made by
the commission are:

. Change the maximum benefit
level to 200% from 100% of average
statewide weekly wage.

. Do not pay permanent, partial
disability benefits until a worker
returns to work or reaches maxi-

mum medical improvement.
. Compile a special listing of in-

ternal organs to be covered in the
permanent, partial disability
schedule.

. Require a second medical
opinion for a list of surgical proce-
dures.

. Limit third-party liability suits
against co-workers to gross negli-
gence or intentional acts.

• Require the compensation rat-
ing bureau to separate paid and
outstanding losses in rate filings. .



Firms in Calif. lose

rights to subrogate
-ork comp: Lawyer

By JOANNE GAMLIN

SAN DIEGO-California em-
ployers lost their statutory rights
to subrogation in third-
party workers compensation cases
when the court introduced the doc-
trine of comparative liability to
these suits, a respected defense at-
torney believes.

The legislature must now ad-
dress the issue of employers' sub-
rogation rights, attorney Clifford
D. Sweet III told the 49th annual
meeting of the California Self-
Insurers Assn. (CSIA) here last
month.

"It is ludicrous to have such a
dichotomy between legislatively
enacted rights and judicially in-
terpreted remedies," he asserted.
"The legislature must reassert it-
self as the branch of government
which has the final authority in al-
locating the costs of workers com-
pensation benefits in the context
of third-party cases."

Other speakers focused on the
subjects of comparative liability
and workers compensation de-
fense.

Comparative liability should be
apportioned by superior courts
and not by the workers compensa-
tion appeals board, suggested
WCAB judge Mervin Glow. If the
WCAB is assigned the monumen-
tal task ofdetermining the amount
ofliability oftheemployer, the em-
ploye and the third party, it will
have "a massive problem" on its
hands, he acknowledged.

"Sub rosa" or secret investiga-
tions of workers compensation
lawsuits remain acceptable, al-
though they must· be clearly legal,.
said defense attorney Sue En-
gland.

State senator Bill Greene, chair-
man of the industrial relations
committee, also predicted the leg-
islature will enact a significant
piece of workers compensation
legislation in 1979. He expects the
new bill to be so thorough that ad-
ditional legislation will not be
needed for 15 to 20 years.

While attorney Mr. Sweet said it
is the duty o f the legislature to de-
termine whether or not employer
subrogation rights should be pre-
served, somemembersoftheaudi-
ence indicted to Business Insur-
ance they are anxious to see the
legislature axe those rights.

Foremost-McKesson's assistant
treasurer Alan Pearce, for exam-
ple, predicted that subrogation
rights will be abolished. And a rep-
resentative of Southern California
Edison said he believes subroga-
tion rights are no longer in the in-
terest of large employers self-
insured for workers compensa-
tion. He reasoned that with com-
parative liability, an employer will
inevitably have some percentage
of fault assessed against him.

"A large company under the
'deep pocket' theory could be on
the hook for the entire judgment
even if he is only 5% at fault," he
argued.

However, the representative of
another large firm said he believes
there will be cases where the third
party is assigned 100% ofthe fault.
In these cases, the employer would
benefit from having rights of reim-
bursement or credit.

Mr. Sweet pointed out that
California's labor code gives em-
ployers independent rights against
third parties for reimbursement of

workers compensation benefits
paid. The code also permits an em-
ployer to claim a credit in the
amount ofthe employe's netrecov-
ery, after attorneys' fees and costs,
to be applied against future liabil-
ity.

But he believes subrogation will
become a moot point with the com-
ing of comparative liability be-
cause court and legal costs for
many employers will far exceed
what they can recover through a
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Subrogation rights...
Continued from previous page
reimbursement or credit. Mr.
Pearce observed that this situation

occurs more often than many em-
ployers want to believe.

The doctrine o f comparative lia-
bility was extended to the workers
compensation arena in California
with two lawsuits, Arbaugh v.
Proctor & Gamble and Associated

Construction & Engineering v.
Workers Compensation Appeals
Board.

It was the Arbaugh case, said Mr.
Sweet, that established the princi-
ple of an employer's right to reim-
bursement in third-party workers
compensation cases only to the ex-
tent that compensation benefits
have exceeded thiaoreticalliability.
Thus, in the Arbaugh case, the
employer-50% at fault-was theo-
retically liable for contributions of
50% of the benefits of $340,000,

0

O:
6

creating a threshold amount of
$170,000. Since the employer had
paid only $40,000, the company
was barred from seeking reim-
bursement, Mr. Sweet said.

The other lawsuit, Associated
Construction & Engineering v.
WCAB also known as the Cole

case, was decided by the state su-
preme court in late 1978 in a nar-
row 4„to-3 decision. The high court
held that employer is not entitled
to either a creditor reimbursement

until he has paid workers compen-
sation benefits in excess of a

threshold amount determined by
multiplying the employer's negli-
gence times the employe's dam-
ages.

Taken together, said Mr. Sweet,
the two cases are detrimental to in-

dustry.
"For the first time, the extent of

an employer's liability is to be
measured by its theoretical liabil-
ity as a defendant to the employe
for pain, suffering, medical treat-
ment and economic loss," he said.
"As far as I can determine, this is
totally without judicial or legisla-
tive precedent in this or any other
jurisdiction."

The cases raise serious questions
as to the propriety of attributing
the injured workers' negligence to
the employer, he said.

"Consider the situation in which

an employe sustains damages in
the amount of $100,000 where the
employe was 50% at fault, the third
party was 50% at fault and the em-
ployer was completely without
fault," he posited. "Under the Ar-
baugh and Cole decisions, the em-
ployer would be denied both reim-
bursement and credit until it has

paid the employe compensation
benefits in excess o f$50,000. To the
extentthattheemployerhasliabil-
ity to the employe for $50,000 as
unpaid compensation benefits, the

employe reaps a double recovery.
He keeps his $50,000 from thethird
party and gets $50,000 more from

the employer.

"Alternatively, where the em-
ployer has paid $50,000 in benefits,
by the time o f trial, the third party
completely avoids responsibility
for its own wrongdoing and it
would get a full credit forthe bene-
fits the employer has paid." In this
case, the employer who is without
fault lacks the ability to supervise
or control the employe, Mr. Sweet
said. What's more, im this situation
the employer would have liability,
whereasundertheolderconceptof
contributory liability with indem-
nity, he would not have any.

"To continue to attribute the

employe's negligence to the em-
ployer in lightofArbaugh and Cole
would appear to be totally incon-
sistent with the historical context
of the labor code," he said.

Considering the impact of the
two cases, the attorney predicted

We've tried . . .
everyone knows we've tried! But despite re-peated public service messages in this and other publica-and they're not cheap, mind you-some of you are still 1

tio.ns -not aware of the varied activities and products that Capacity .:Managers International offers. While CMI is happy to contrib-ute to improved public information, there has to be a limit to
So,our altruism.

in case this is the last time we place thismessage in this publication, you may wish to cut it out and fileit. (Note: For more permanent preservation,
this paper is

suitable for lamination.)

-r . ,

CMIdoes more. '
CMI is known for its expertise in difficult specialty cover. (As you know, it's *
because we're intermediaries who can think and act like underwriters.) But

CMI does more. A lot more. We can (and should) be your complete property
and casualty intermediary. Here is justa partial list of what we offer:

NAll Risk Property
Inland Marine

DIC

Excess Worker's

Compensation
Primary Liability
Products Liability

Umbrella Liability

Excess Comprehensive
Auto Liability

Commercial Physical Damage
Excess Hospital Malpractice
Short Term Liability
E&0

Special Programs:
Policy Holders E&0
Public Officials E&0

SMP Restaurant Package
School Districts

Municipalities
All types of Associations

11  Capacity Managers International, Inc.
 160 Water Street, New York, N.Y. 10038

Read this only if you've decided
not to clip out the CMI Ad!
When the subject comes up in conversation (as it invariably will),
you don't want to be the only one in the group who is not aware of all
the many things CMI does. Go back and read the ad. Study it. Save it.
You'll be a richer person for it.
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that employers will litigate the is-
sues o f liability and employe dam-
ages to attempt to set as low a
threshold as possible. Employers
will have to incur the cost and time

necessary to produce evidence on
such issues as pain suffering and
future economic loss.

"With his eyes on the issue of
credit, the employe understand-
ably will not be cooperative with
the employer's endeavors," main-
tained the attorney.

Under the WCAB, he continued,

the employer will also be in a tough
spot, laboring under a different
standard of proof than he would
encounter in a court of law. Be-

cause strict rules of evidence do

not apply before the WCAB, the
employer could be faced with
evidence-such as hearsay--

which would be jettisoned in ordi-
nary court procedure.

WCABjudge Mervin Glow,how-
ever, denied that hearsay evidence

receives much credibility in his
court. Yet he agreed with Mr.
Sweet that if the WCAB is called

upon to apportion liability then it
must be given judges who are spe-
cialists in the area of liability and
darnages.

Mr. Glow predicted the WCAB
will not spend its time hearing
cases in which theemployerhas no

chance of reaching his threshold
amount of contribution. The em-

ployer thus loses all chance for
credit or reimbursement. And a

trial by jury before the WCAB is

out o f the question, he said.
Discussing the legal limits on

employers in workers compensa-
tion lawsuits, attorney Ms. Eng-
land said that without fraud or

other illegal activity, sub rosa in-
vestigations can be used, often ef-
fectively. But"ropejobs" in which
the applicant is enticed into doing
something he ordinarily would not
do, should be shunned, she ad-
vised.

It is acceptable to film an appli-
cant doing something he has
sworn he cannot do, she said. For
example, she related that an appli-
cant who said he could not walk

without a cane was photographed
walking normally at Disneyland.
Showing the court the film of his
easy amble through the amuse-
ment park helped the employer,
she said, since it raised serious
questions about the claimant's
veracity.

"However, films that do not cre-
ate doubt about the honesty of an
applicant should not be used," she
cautioned. Ms. England noted that
the showing o f such a film after an
applicant has admitted in courtthe
behavior displayed on film can be
harmful to an employer and can
even trigger lawsuits. •

Lawmaker seeks
OSHA abolition

WASHINGTON-Rep. George
Hansen (R-Idaho), a long-time foe
of the Occupational Safety and
Health Administration (OSHA), is
again introducing legislation to
abolish the controversial federal

safety agency.
"The elimination of this agency

would put an end-once and for

all-to years of government waste
and increased regulatory cost to
the taxpayer," Rep. Hansen said.
"By now there should be no doubt
in anyone's mind thatOSHA needs
to be put out o f its misery."

Rep. Hansen's legislation comes
on the heels of a Senate committee

report released last month also re-
commending that OSHA be abo-
lished. The Senate report, which
was drafted by Harvard University
professors Richard Zakhauser and

Albert Nichols, said workplace
safety would not be significantly
affected if OSHA were eliminated.

Rep. Hansen has introduced
similar legislation in previous Con-
gressional sessions. a



Facts must back trauma claims,
SAN DIEGO-In the evaluation

of workers compensation claims
citing psychiatric cumulative in-
jury, objective and subjective ma-
terial should support and not con-
tradict each other. according to a
Beverly Hills psychiatrist.

Barry G. Gwartz, M.D., who has
an academic background in inter-
nal medicine and psychiatry, told
the California Self-Insurers Assn.

(CSIA) that unless objective data
backs up the subjective descrip-
tion that an applicant gives con-
cerning his condition, the latter
should be regarded with skepti-
cism.

Objective data that should play
key roles in the assessment of an
applicant for a psychiatric claim,
he said, include pre-employment
applications, early evaluation re-
ports and medical reports. Further
documents that should be

scrutinized in looking at the inter-
action of the claimant and his job
are evaluation reports, attendance
records, and reports concerning
pay boosts, promotions and educa-
tional leaves. Tape-recorded state-
ments or personal memos from co-
workers should also be evaluated,
the psychiatrist said at the CSIA
annual meeting here.

Conclusions such as the one that

type .A" personalities-hard-
driving, aggressive types-have
the greatest risk of heart attacks
should always be questioned, Dr.
Gwartz said. The New England
Journal of Medicine recently re-
ported no correlation between
type .A" personalities and heart
disease, he noted.

Similarly, he indicated that the
amountofconflictapersonexperi-
ences on the job should not neces-
sarily be assumed to be caused by
that job.

Studies show that people who
change jobs frequently do so for
reasons of internal difficulties

rather than job-related causes, said
Dr. Gwartz. Thus the conflict thata

worker undergoes at work cannot
be said to unilaterally stem from
his job. "You cannot distinguish
between 30 years of living and 30
years on the job," the psychiatrist
argued.

Dr. Gwartz urged that stress be
more precisely defined as noxious
stimuli. Under prevailing defini-

tions, it is not possible to distin-
guish the physical reaction to a
passionate kiss from a reaction
caused by job harrassment, he
said.

The psychiatrist is known to

have numerous corporate and pub-
lie clients, among them Sears,
Roebuck & Co. A CSIA member

later told Business Insurance that

his firm has used testimony by the
psychiatrist to its advantage in ne-
gotiating settlements of cumula-

Realtors chart

own E&0 plan
PHILADELPHIA-INAX Un-

derwriters Agency Inc., an INA
Corp. subsidiary, and the National
Assn. of Realtors have brain-
stormed a special program to pro-
vide professional liability protec-
tion for errors and omissions to the

association's members.

The policy will offer coverage for
real estate agents and brokers, in-
surance agents and brokers, real
estate appraisers, property man-
agement agents, notaries public
and consultants.

Under the policy, a firm, its prin-
cipals and its employes can be cow
ered up to $5 million with a $1,000
minimum deductible. Higher de-
ductibles are available.

Prior acts coverage up to the
limits of the policy and extended
coverage up to three years after the
cancellation date can also be pro-
vided in the program. •

tive trauma claims.

However, psychiatry was not the
only avenue that the CSIA ex-
plored at its meeting in its quest for
ways to reduce cumulative trauma
and disability claims. Sexual ad-
justment of workers of prolonged
disability leaves should be ex-

amined, according to one confer-
ence speaker, and women's career
aspiratiods should be deliberately
served, according to another.

Dr. Ruth Glick, who is with the
West End Women'sMedical Group
in Reno, Nev., urged conference

participants to consider a worker's
sexual activity an integral part of
evaluating and handling a workers
compensation claim. Workers who
are disabled, say by a heart attack
on the job, should be counseled on
the effect ofdisability on sexual ac-
tivity, she said.

Helen D. McCullough, president
of Contemporary Management
Consultants in Sacramento, told
the conference that since work

success is still elusive for many
women, upward mobility programs
designed for women workers would
also diminish potential disability
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psychiatrist says
claims. Employers should also offer
resources such as child care and con-

sulting services to their women
workers, she said.

Two other speakers addressed
the subject ofoccupational health.

Dr. Phillip Polakoff, head ofthe
Western Institute ofOccupational/
Environmental Science, is study-

ing the effects of asbestos. He also
called for studies on the impact of
low-level radiation. "Is there a safe

level of exposure to radiation?" he
wondered.

Johns-Manville Co.'s medical di-

rector, Dr. William R. Paul, said the
campaign that his company has
waged against smoking has re-
duced smoking among workers to
a minimum throughout the com-

Manville has mounted an intense

effort to wipe out smoking at its
plants was made clear in a film
shown by the medical director.
The risk of cancer is 92 times

greater foraperson who is exposed
to asbestos and who smokes than it

is for an individual who does not
smoke and never comes close to

asbestos. .

Jack Dimmitt used to work overtime
to understand his employee benefits.

Here's how Benefacts

helped Fairfield Manufacturing
create an easy-to-understand
employee benefits handbook.

Like many employees,
Jack Dimmitt used to read his
employee benefits handbook
and not understand a lot of it.

It all sounded impressive, but
when he was donehe still didn't

really know what his benefits
were.

Jack's employer, Fairfield
Manufacturing, Inc., a large
midwest gear manufacturer,
decided to do something to help
Jack and their other 1100
employees fully understand the
company's benefits. Said
C. E.Kramer, President, "Our
employees are our biggest asset.
We want them to understand

what their company is doing
for them!'

Fairfield turned to Bene-

facts for help in creating and
producing a new, easy-to-read,
easy-to-understand employee
benefit handbook. The General
Communication Services Divi-

sion of Benefacts worked with

company management quickly
and effectively to produce the
kind of proven "plain talk"
employee benefits handbook
that all of Fairfield's employees,
including Jack Dimmitt, can
now read and understand.

Benefacts, a subsidiary of
Alexander&Alexanderandpart
of the Human ResourceManage-
ment Group, can help solve
more than just your benefits
communication problems.We'd

like to tell you more about our
total capabilities. Write or call
Benefacts, Hampton Plaza, 300
East Joppa Rd., Dept. A,
Baltimore, Maryland 21204.
(301) 296-5500.

.

....
®

A Subsidiary of Alexander & Alexander Inc.

BeneEicts, the single source

for employee informatlon sxstems
and communication services.
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benefit tax slants

Most benefits fall under 7% wage cap
By JOSEPH S. ROBINSON

Attorney-at-Law

All private companies and all
units o ffederal, stateand localgov-
ernment have been asked by the
Council on Wage and Price Stabil-
ity (CWPS) to operate within cer-
tain wage and price limits.

The foundation of the wage as-
pect ofthe Administration's guide-
lines is a 7% ceiling on annual

boosts in wages and employe bene-
fits. The standard applies not only

to gross wages and salaries but also
to incentive pay and increases in
employe benefits. All forms ofex-
ecutive compensation such as
bonuses count as pay. In fact, any

form o fcompensation that must be
reported under the Internal Reve-

nue Code is covered. Thus, job
perks also are included. The corn-
bined increase in all forms of com-

pensation above the levels in effect
in the base quarter is limited to 7%.

For pension plans that pay speci-
fied benefits at retirement, cost in-
creases arising from changss in

funding methods, amortizaticn pe-
riods, actuarial assumptions or
plan experience are not counted as
pay-rate changes. But cost in-
creases due to the adoption ofim-
proved benefits, wage or salary

changes, or other changes within
the employer's control are in-

cluded as pay-rate changes.

With respect to deferred com-
persation, bear in mind that such
pay plan is considered as compen-
sation in the year received, not in
theyearthecompany setsasidethe
m)ney.

rhe Administration's proposed
budget for fiscal 1980 lists a num-
ber of items related to employe
benefits. As to the taxation of

fringe benefits, the chief areas of
concern relate to company prod-
ucts or services either at discount
rates or without charge whatso-
eve=·.

Convention expenses

Employer reimbursements re-

ceived by an employe forhis wife's
expenses at a convention were
held to be taxable income to him

with no offsetting deduction
where there was no business rea-

son for her presence at the conven-
tion (Fenstermaker, TC Memo
1978-210).

Assignment of earnings

Some executives think they can
escape taxes on their future earn-
ings by assigning the income to a
"family trust" that uses the money
to take care of personal expenses.
Predictably, that tactic continues
to get exactly nowhere with the
courts.

Can modern safety pngineering
reduce your companys insurance costs ?

YourJames Account Executive
will find out for you-fast.

The most economical

way to protect
against loss
is to -2*341

prevent , f

it. Your James
Account Executive Will

find out if today's sophisticated j
safety engineering techniques
can lower your insurance
costs...by having your exposure
analyzed by James Technical Services
experts.

From extensive experience in the evalua-
tion, design and implementation of loss-
control systems, the James team can tell you
if a specially designed program makes sense

V

4

for an operation of
your type and size.

To take advantage of this
no-obligation offer, contact your local
James Account Executive. Or write

Reynolds Blossom, Com-
munications Department.

* Fred. S. James & Co., Inc.,
44 230 W Monroe Street,

Chicago, Illinois 60606.

$

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

Insurance and Risk Management Services
Throuc h More Than 100 Offices Around The World

Benefit taxes stalled

As a result of P.L. 95-427 (re-
printed in IRB 1978-46,11), IRS is
precluded from issuing in final
form any fringe benefit regulations
relating to the inclusion ofa bene-
fit in income between May 1,1978,
and Dec. 31. 1979. Further, regula-
tions may not be issued in pro-
posed form iftheir effective date is
on or before Dec. 31, 1979. The law
also provides that, in 1979, the tax
treatment of commuting expenses
will be governed by the rules in ef-
feet before Rev. Rul. 76-453 was

promulgated and that employes
will not have to include in gross
income the value of meals

furnished by an employer on busi-
ness premises or lodging if the
food or lodging was supplied for
the employer's convenience.

Lump-sum distribution

An employe who participates in
both a profit sharing and a pension
plan can roll over the distribution
o f his entire interest from one plan
into an IRA, and elect 10-year
averaging treatment on the lump-
sum distribution from the other

plan, provided that the interests
are received from the two plans in
separate taxable years. If, how-
ever, the payouts from both plans
are received in the same taxable

year and all or (underthe 1978 Rev-
enue Act) part of one distribution
is rolled over into an IRA, the em-
ploye may not elect the 10-year-
averaging treatment with respect
to the remaining funds.

In Letter Ruling 7842049, the ag-
gregation rule applicable to special
averaging,.the lump-sum distribu-
tions is explained in terms ofseven
situations involving different
treatments of plan distributions.
As stated in that ruling, a recipient
of a distribution cannot use the

special 10-year-averaging method
unless he combines all amounts re-

ceived in any taxable year which
might be eligible for the special
averaging system into a single
lump-sum distribution. Conse-
quently, i f a taxpayer wishes to ac-
cord different treatments to distri-

butions from a profit-sharing plan
and a pension plan, he must be
sure that the distributions are re-

ceived in separate taxable years..

Pa. officials

fine agent

for bribery
PHILADELPHIA-An insur-

ance agent here charged with brib-
ing an insurance department offi-
cial here for the state's insurance

coverages has been fined $12,000
and suspended from operating for
90 days by the insurance depart-
ment.

The action came three years after
the agent, James H. Pye Jr., alleg-
edly gave a $12,900 kickback to
Frank J. Barbera, former deputy
secretary of the insurance depart-
ment in an attempt to Win the
state's business.

Mr. Barbera pleaded guilty to the
scheme in February 1976, but Mr.
Pye has never admitted his guilt.
Mr. Pye sought a court injunction
against discipline by the insurance
department, claiming that he had
been granted immunity.

The state's supreme court re-
cently upheld a lower court ruling
that Mr. Pye had never been
granted immunity against any dis-
ciplinary action by the insurance
department

Mr. Barbera has allegedly been
involved in other kickback

schemes dating back to the late
1960s, a state insurance depart-
mentspokesmansaid. Criminalac-
tions have been brought against
Mr. Barbera in federal court by the
state attorney general. .
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Is an airplane pilot who was
100% disabled from performing his
former occupation "totally dis-
abled" under the terms ofa group
insurance policy? A Michigan ap-
pellate court concluded that he
was because the coverage afforded
under the policy looked to the
work performed by the employe
for this employer.

After long service as an airplane
pilot for GM, Raymond Chalmers
suffered a severe heart attack in

1971. Although he recovered, his
pilot's license was permanently
suspended as a result of the heart
attack. Mr. Chalmers was covered

under a group insurance policy is-
sued by Metropolitan Life Insur-

ance Co. Underthe policy, benefits
were provided for total disability if

the insured was unable to engage
in any gainful employment or oc-
cupation for which he was reason-

ably qualified by education, train-
ing or experience. Metropolitan
denied Mr. Chalmers' claim for

benefits. The trial court found for

Mr. Chalmers.

Metropolitan's argument on ap-
peal was that although Mr.

Chalmers was no longer able to get
a pilot's license there were many
jobs that he was physically quali-
fied to do. The court concluded

that the policy provision with re-
gard to disability was ambiguous
especially as to the meaning df
"reasonably" qualified. The court
believed that Mr. Chalmers' educa-

tion and training was geared to his
preparation for the specialized oc-
cupation of airplane pilot.

"It is this particular occupation,"
the court said, "for which plaintiff
is reasonably qualified." Any other

interpretation o f the policy would,
in the court's opinion, be to inter-
pret the policy as extending very
limited coverage. Chatmers v. Met-
ropolitan Life Ins. Co., Court ofAp-
peals of Michigan, Sept. 21, 1978
(BI/01/A.-$4).

Professional liability

A physician brought a suit
against his professionalliability in-
surance carrier contending that
the insurer was obligated by the
terms of the policy to defend
against an action for alienation of
affection. An Oregon appellate
court held that public policy pre-
vented an insurer from providing
such· coverage.

The physician had aprofessional
liability policy with St. Paul Fire &
Marine Insurance Co. from 1971 to,
1974. In 1975 the physician was
sued by Daniel Hannan who
claimed that in 1973 the physician
intentionally and negligently
engaged in a course o factivity with
his wife designed to obtain her af-
fections and which alienated her

affections from Mr. Hannan.

Mr. Hannan further claimed his

wife abandoned him causing their
marriage to terminate in divorce.
The physician tendered the com-
plaint to St. Paul but the insurance
company denied any obligation to
defend. Subsequently the physi-
cian settled with Mr. Hannan and

brought this suit. The trial court
ruled for St. Paul.

The appellate court said that un-

der the public policy limitation
against insuring for intentionally
inflicted injury or damage, it was
not sufficient that the insured's in-
tentional acts have resulted in un-

intended harm. The acts, the court
said, must have been committed
for the purpose of inflicting harm
applies or the public policy against
insurability applies.

Because the elements of aliena-

tion o f affection constitute a claim

that someone intentionally in-

flicted an injury or damage, the
court said that public policy pre-
vents the insurer from providing
this coverage. Eberdt v. St. Paul

Fire & Marine Ins. Co., Court of
Appeals of Oregon, Oct. 30, 1978
(BI/02/A.-$4).

Group life

A.beneficiary under a group life
insurance policy sued to recover
accidental death benefits covering
state employes. An Oklahoma ap-
pellate court held that where there
was a significant variance between
the terms of the master policy is-
sued to the state and the booklet

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Ill.

explaining policy benefits fur-
nished to the employes, the rule
that ambiguities or conflicts must
be resolved in favor ofthe insured

was applicable.
Otis Evans, an employe of the

state highway department, died of
a coronary occlusion caused by
over-exertion while working. Mr.
Evans was covered under a group
insurance policy for state em-
ployes issued to the state requiring
that accidental bodily injury under

the policy to be evidenced by a
"visiblecontusionorwoundonthe

exterior of the body." However,
the informational booklet given to
employes simply said payment
would be made for loss oflife. The
booklet also said no payment
would be made for losses resulting
from disease of the body. Mr.
Evans' widow filed a claim which

was denied by Lincoln. The trial
court also ruled against her.

The appellate court reversed the
decision because of the variance

between the master policy and the
booklet furnished the employes.
Since the booklet made no men-
tion of "visible contusion or

We're helping agents and brokers write business worldwide

wound on the exterior of the

body," the court held that the
booklet was controlling. However,
the court also decided that a trial
was necessary to ascertain
whetherMr. Evans' death wasacci-

dental, a fact which had not been
considered by the lower court.
Evans v. Lincoln Life Ins. Co.,
Court of Appeals of Oklahoma,
Sept. 19, 1978 (BI/03/A.-$4).

.

Copies Of the entire decision may
be obtained by sending a check for
$4 made out to Cases Unlimited to
Business Insurance. 740 N. Rush
St., Chicago, m. 60611. Please list
the number for each opinion.

Overlhere:IRI
Some producers think weunderwrite properties
only in the United States. Actually, we insure facil-
ities of U.S.-domiciled firms in more than 50 coun-

tries! From Australia to Zaire and numerous places
in between.

On a worldwide basis, Industrial Risk Insurers
covers thousands of companies in allindustries with
broad property damage contracts. Our totalinsur-
ance in force exceeds $450 billion internationally.

Allinsurance contracts written through IRI are
placed with the agent or broker of a policyholder's
choice. As a result, the insured receives the under-
writing and engineering services of Industrial Risk
Insurers plus valuable assistance of experienced
agents or brokers in matters related to customized
insurance needs.N An Association of 451eading in5urance companies,
IRI has had proven stability since 1890. Today, IRI
has the enlarged capacity necessary to meet present
market conditions, giving industry the best possible
return onits insurance investment, here and over-
seas. To find out more, use the coupon below.
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Industrial Risk Insurers, Communications Department,
85 Woodland Street, Hartford, CT 06102

Please send me your new kit- The ABCs Of Workmg
Together with IRI- which includes informationon your
Foreign Operations.
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book review

Product liability 'myths'

pop up in pri nt
By JERRY GEISEL

Students of product liability
have had a difficult time separat-
ing fact from fantasy. Grossly in-
flated claims and stories ofproduct
liability cases that never happened
have stymied the search for under-
standing.

A new book, "Products Liabil-
ity: Who Needs It?" by Gene Sul-

livan, executive manager of the
Western Assn. of Insurance bro-

kers, doesn't offer much help to
anyone seeking a thoughtful, ana-

lytical look at the product liability
issue today.

Like so many others before him,
Mr. Sullivan inflates the recent in-

crease in the number of product
liability cases. He says the number
of product liability lawsuits
jumped from 50,000 a year in 1960
to 500,000 in 1972 and is expected
to rise to one million in the 1980s.

Where Mr. Sullivan came up with
his figure is unclear, but he appar-
ently is unawarethatthe American
Insurance Assn. as early as 1976 la-
beled the million-cases estimate as

"ridiculous."

Mr. Sullivan fails to cite his

source for other statistics, casting
doubt on their validity. In explain-
ing why an injured consumer
might be likely to file a claim
against the manufacturer, Mr. Sub
livan says plaintiffs are winning
52% o f product liability cases. This
statistic flies in the face of the In-
surance Services Office massive

study of product liability claims.
widely believed to be the best sta-
tistical source on product liability
problems facing manufacturers,
which found that the defense wins

75% of products suits.
The book is short on analysis.

Mr. Sullivan devotes considerable

space to the rise in $1 million prod-
uct liability awards, a factor in
higher insurance premiums. But
he fails to note that by the time the
appeals process is exhausted, a
plaintiff often receives a fraction of
the initial award. The ISO report
found that plaintiffs on the average
receive $3,500 each by the time
product liability claims are finally
settled.

There is excessive reliance on

secondary sources, such as news-
paper and magazine articles, and
insufficient use of primary
sources. Mr. Sullivan has all but ig-
nored the final report ofthe Intera-

gency Task Force on Product Lia-
bility, published in November
1977. Such an omission is puzzling

since the 500-page final report is
recognized as the most balanced
explanation o fthe product liability
environment.

Risk managers, though, will find
useful Mr. Sullivan's guide to re-
ducing the number of product lia-
bility suits through loss prevention
programs. Similarly, Mr. Sullivan
gives some thoughtful advice of
what a company can do to
strengthen its defenses when chal-
lenging a product liability suit in
court.

Another section gives an incisive
analysis ofthe key cases that led to
the court's adoption of strict liabil-
ity. Cases are cited for easy refer-
ence in a law library.

Mr. Sullivan discusses a number

of solutions to the product liability
problem, including ashift from the
tort litigation system to a no-fault
system. Surprisingly, Mr. Sullivan
fails to analyze the nationwide
movement spearheaded by busi-

again
ness groups to change the tort law
as it affects product liability.

It would have been interesting to
know Mr. Sullivan's views on what

effect the new tort reform laws

might ultimately have on manufac-
turers' product liability insurance
Dremiums.

Products Liability. Who Needs It ?

bv Gene Sullivan, $12.75. The Na-
tionat Underwriter Co., Cincin-
'nati, Ohio, 1979.

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

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

KREIDLER-SHELL, INC.  FARGO INSURANCE
309 Vine Street

Cincinnati, Ohio 45202 Fargo National Bank Building
AGENCY, INC.

513-381-0500 12th Floor

Fargo, North Dakota 58102
701-237- 3365

 See our ad on page 6

BOH'T SETTLE
WITHOUT Pll KERTO H

With fraudulent or ques
tionable claims on the increase,
insurance comnanies and self-
insurers are cafting on Pinkerton
more frequently than even

Maybe you should, too
What you pay for our quality
service could well come back to

you in what you save. Including
sleep.

Founded in 1850, we were
America's first private investiga
tive company We're still its
foremost.

We've handled practically
every tyee of insurance claim
there is. rrom auto or product
liability to worker's compensa
tion, we'll go after the informa
tion you need to settle. Or to
fight.

MIKER".
BISS 'EEPER=

We locate and inter

view claimants and /
witnesses. Obtain &,-
statements. Secure c

medical or autopsy reports.
We search credit, court, and

motor venicle records. Serve

subpoenas. Run activity ch6cks
and background investigations.

Most important, Pinkerton
is large enough to match the
investigator to the job. Vital
when there are language har-
mers or oTher sensitive reladon-

ships involved.

PIHKERTON AU THE 1,ml
With over 100 Pinkerton

offices throughout the U.S.
and Canada, you never have to
worry about who's handlng

your investigation out of town.
It's Pinkerton, not some referral
agency you know nothing about.

WE MINIMIZE
Y/118 RISK.

Because it's Pinkerton, you
can rest easier about problems
caused by the improper actions
of inexperienced, over-zealous
investigators acting on your be-
half. Our investigators are pro-
fessionals. Their actions are

closely supervised. And we
carry what we believe is the
highest amount of liability insur-
ance in the business as protec-
tion against inadvertent errors.

Mill(Emil
m THE BEFEHSE.
With Pinkerton's facts, you'll

settle legitimate claims quickly
and out of court. But when you
do go to court, you'll find
Pinkerton credibility and testi-
mony highly respected by judge
and jury alike.

CLSAIWl
SIETIZLED

For more information on

how Pinkerton can help you
settle claims equitably, with less
grief, mail the coupon below.
You'll sleep better if you do.

Pinkerton's Inc., 100 Church RMX49
Street, New York, N.Y. 10007

Namp

Title

Company

Address

Cily

Please send me information on your
investigative services.

Please have a Pinkerton representa-
live contact me.

Phone

StA'P Zip

PI"Wim"
The most famous name in investigation.
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Commercial
Union
Assurance Company Limited
The Board of Directors in London announces unaudited profits for 1978 of
$179.lm (1977 $129.8) after providing for taxation.

PREMIUM INCOME

Investment income

Life profits
Underwriting result (table below)
Loan interest

PROFIT BEFORE TAX
Taxation and minorities

PROFIT ATTRIBUTABLE
TO SHAREHOLDERS

EARNINGS PER SHARE

SHAREHOLDERS' FUNDS

UNDERWRITING RESULT

United Kingdom
United States
Australia

Canada

Netherlands

Remainder

1978
Unaudited

$m

2,245.4

292.3
30.6

5.9

(38.8)

290.0
110.9

179.1

1977

Published

$m

2,059.2

245.2

27.2

(40.1)
(40.7)

191.6

61.8

129.8

43.6 37.3

$1,319.9m $1,119.4m
$m $m

7.8 (3.3)
15.7 6.3

(3.5) 0.8

0.2 0.2

(23.3) (29.9)
9.0 (14.2)

5.9 (40.1)

The figures shown above were announced in pounds sterling and have been converted toUS
dollars at the rates of exchange prevailing at the close of the years reported, which were in 1978,
2.04 and in 1977·, 1.92.

Underwriting was restored to profitability in 1978 following a profitable third
and fourth quarter. This result was reached after a release Of £2.4m from the extreme
weather provision arising from an unusually bad year for weather losses particularly
in the United Kingdom and the United States.

World-wide premium income in sterling terms showed an increase of 3 %. After
allowing for the efTect of changes in rates of exchange the growth in premium income
was 5.5 %.

In the United Kingdom the improvement in underwriting continped partly due to
the effect·ofthe lower rate of inflation on claims costs.

The underwriting profit in the United States increased with improved claims
experience in most classes of business. However, except for workers' compensation
business, premium rate increases were more difficult to achieve due to growing com-
petition. The statutory operating ratio for 1978 was 98.5 % compared with 98.2 %
in 1977.

In Australia intense competition and difficult trading conditions caused our
underwriting result to deteriorate. In Canada we again made a small underwriting
profit and we estimate that there will be no material amount of so-called 'excess
revenue' to be refunded to policyholders under the Anti-Inftation Board regulations.

The underwriting loss in the Netherlands was appreciably lower than in 1977 with
the motor account, in particular, benefiting from premium rate increases and the effect
of lower inflation.

The marked improvement in the result for Remainder arose from better experience
in a number of territories and an excellent marine and aviation profit for the 1976
underwriting year closed at the end of 1978.

Investment income showed an increase of 12 %. After allowing for the effect of
changes in rates of exchange, the acquisition of Estates House Investment Trust
Limited and the rights issue in 1977, the underlying increase was 10%.
Dividend

The directors recommend for payment on 17th May 1979 a final dividend on the
ordinary shares of the Company of 5.673p (1977 5.158p). This, together with the
interim dividend of 2.863p (1977 2.564p) per share paid in November last, gives a total
dividend for the .year of 8.536p (1977 7.722p) per share. UK resident and certain
foreign shareholders will be entitled to.an imputation tax credit of4.204p (1977 3.86lp)
per share, at current rates of tax, making a gross dividend for the year 1978 of 12.74Op
(1977 11.583p), an increase of 10%. The comparative figures for 1977 include the
additional interim dividend which was paid in November 1978 because of the retro-
active reduction in the rate of advance corporation tax.

Including preference dividends for 1978, these dividends require £35.1 m (1977
£30.2m including the additional interim dividend referred to above). The balance of
profit for 1978 amounting to £52.7m has been added to reserves.

The Report and Accounts for
1978 will be posted to shareholders
on 22nd March 1979 and the Annual

General Meeting will be held on
17th April 1979.

Insure with

Commercial Union

Assurance

C
U

Assurance

riskWatch
By JERRY GEISEL

State product liability tort reform
tailspins into a national debate

Two years ago, a revolution began to sweep state legisla-
tures around the country. At first slowly, and then with
dizzying speed, legislatures under heavy pressure from
the business community passed bills making sweeping
changes in tort law as it affects product liability.

This legislative revolution is unprecedented for several
reasons. Traditionally, courts, not the legislatures, have
laid the framework for the application of tort law. More-
over. legislative changes were debated or passed at a snail's
pace. It has not been uncommon
for a state legislature to take five
years to enact a comparative neg-
ligence statute.

But there's nothing snail-like
about the tort reform movement.
In two years, 16 states have
passed comprehensive bills and
more states are likely to follow
suit this year. In sorne cases,
states have approved bills that
make enormous changes in the
law after barely two months' con-
sideration. Geisel

For some interest groups, the states can't act fast enough
to make what they see as long overdue changes to restore
balance and equity to the legal system. But tort scholar
Victor Schwartz, the Commerce Department official who
directed the Interagency Task Force on Product Liability,
is concerned that in at least one case, a state assembly may
have acted too quickly and passed a bill without being
fully aware o f its significance.

In Ohio, many o f the house legislators who voted for a
comprehensive product liability bill, which later died in
the senate, lacked a full understanding of what kind of
changes they were voting for, Mr. Schwartz said before a
Commerce Department hearing.

Especially alarming to consumer groups was'the bill's
potential to put tort law back 50 years. Others might dis-
agree with Mr. Schwartz's observation, but regardless of
the Ohio bill's merits, state legislators undeniably have
awesome power over the legal environment. They can
reasonably be expected to weigh the product liability
equation before giving their approval to legislation. Even
on the most basic aspects of tort reform, compelling argu-
ments are made by consumers and manufacturers.

• Should manufacturers be responsible for their products
fora fixed numberofyears afterthe products are manufac-
tured or sold? Without such a time limitation, manufactur-
ers can be hauled into court 20 years, 30 years or even
longer after the product is made. This long liability tail
enormously increases liability risks and makes it difficult,
if not impossible, for companies to obtain reasonably
priced.product liability insurance, business groups con-
tend.

By cutting off a manufacturer's liability after a fixed
number of years, manufacturers will lack the incentive to
produce safe, long lasting products, consumer groups
counter. Instead, itis better public policy to hold manufac-
turers liable for the useful safe life of their products.

Manufacturers insist it is only fair to shield them from
liability if their products were made in conformity with
existing technological processes. How is it possible to do
better than what is technologically feasible, manufactur-
ers ask.

Allowing a state of the art defense will result in more
unsafe products flooding the marketplace, trial lawyers
and consumers contend. For example, a manufacturer
may rely on the most advanced technology to produce a
product, such as a nuclear-powered automobile engine,
but the product still could be unreasonably dangerous
because nuclear technology still is in a relatively primitive
stage, runs the counter-argument.

Nearly all state laws include an alteration-of-product
defense for manufacturers, protecting them if the product
was altered or modified after it left their control. This is
only fair, they maintain. Consumers, however, are con-
cerned that some alteration-of-product defenses passed
by the states have been loosely drawn. In Connecticut, for
example, consumers said the alteration provision was so
broadly worded that a manufacturer would be absolved of
liability even if the product alteration had nothing to do
with the cause of the accident. Business groups disagree
that such an interpretation could occur.

The Commerce Department has tried to seek the middle
ground between these competing interest groups with its
model bill.



Product liability...
Continued from page 1
above to file individual reports on
product liability experience.

Mr. Heaton said these types of
companies are considered to be in-
surers. If they don't report or have
failed to meet the March 15 dead-

line, they could be assessed a fine
of $10 per day for every day o f de-
fault.

The idea of requiring self-
insured companies to report prod-
uct liability losses is to getas much
information as possible, said Mr.
Heaton. With some companies self-
insuring or not insuring at all for
product liability, "we wouldn't be
getting the whole picture of
losses."

Few companies subject to this
requirement have reacted so far,
but there have been a lot of in-

quiries about various details.
"There have been no serious objec-
tions raised that I know of. There

have been a couple about more
government surveys, but you're
going to get that anyway," he said.

Information submitted to Mis-
souri insurance officials so far is
"about half of what we anticipate,"
said Mr. Buxton. The actual dead-
line for filing has passed and some
companies have been "quite dila-
tory" in reporting. But new reports
are coming in daily, he said.

The statistics released for 12 ma-

jor product liability carriers in Mis-
souri show direct premiums
earned, direct losses incurred in-
cluding those incurred but not re-
ported (IBNR) and loss ratios for
1978.

According to the figures, Lum-

bermens Mutual group had pre-
miums of $524,668 and losses of
$337,737 with a loss ratio of 64%.
The Ranger & Pan American
group reported premiums of
$194,000, losses of $4,391 and a loss
ratio of 2.3% while Employers Mu-
tual Casualty Co. showed pre-
miums of $258,159, losses of
$52,085 and a loss ratio of 20.1%.

The first figures
Millers' Mutual Insurance Assn.

of Illinois reported premiums of
$235,492, losses of $14,225 and a
loss ratio of 6%. Bituminous Casu-
alty Corp. had $461,714 in pre-
miums, negative $92,191 in losses
and a loss ratio o f zero because of
higher loss reserves than claims ul-
timately cost, according to Mis-
souri figures.

Also, Ohio Casualty Insurance
Co. reported $10,362 in premiums,
$7,733 in losses and a loss ratio of
74.6% while the American Insur-
ance Co. had $709,989 in pre-
miums, $158,267 in losses and a
loss ratio of 22.29%. Fireman's
Fund Insurance CO. earned

$204,315 in premiums, incurred
$71,816 in losses and had a loss ra-

Seminar set

on reinsurance
DALLAS-A three-day funda-

mental reinsurance seminar will

be offered at the University of Dal-
las March 20-22.

The program will study the es-
sentials of reinsurance in light of
recent market developments.
Seminar participants will discuss
existing opportunities in reinsur-
ance.

Guidelines will be offered to

benefit insurance company man-
agement on reinsurance and
pointers on captive companies,
specialty insurers and reinsurance
pooling will be specified.

Tuition for the seminar is
$375.00.

Further information may be ob-
tained from: University of Dallas,
Management Laboratories of
America Inc., Irving, Tex., Risk
Management Institute; phone(214)
438-1123, ext. 360.

tio of 35.15% and Maryland Casu-
alty Co. had $775,580 in premiums
but had negative losses of $9,662
due to loss reserves and a zero loss
ratio.

Also reporting in Missouri were
Aetna Life & Casualty Co. which
had premiums of $706,395, losses
of $99,547 and a loss ratio of 14.09%
and Royal Globe Insurance Co.
with premiums totaling $641,486
while losses were $744,678 for a
loss ratio of 116.1%. Employers
Mutual Liability Insurance Co. of

Wisconsin reported premiums of
$741,388, losses of $243,361 and a
loss ratio of 32.8%.

ISO tries

In the other states, officials said
company-by-company informa-
tion was still scarce and would be

released in aggregate reports later

l

this year.
ISO, the industry's major rate

making organization, has devel-
oped a statistical coding method
that insurance companies can use
to segregate product liability pre-
miums and losses.

Michael Ruback, manager ofin-
dustry relations for ISO, said it is
hoped the procedure will be
adopted industry-wide to ensure
more accurate reporting for rate
making purposes. Another reason
would be to satisfy criticism that
statistics have been meaningless
because there is no uniform stan-

dard for insurance companies to
follow.

"It was never much of a prob-
lem," said Mr. Ruback of product
liability losses. "It was easier to in-
clude them in general liability and
commercial, multi-line packages.
But then the crisis hit and a lot of

questions were raised. Insurance
companies couldn't give a good,
sound answer so we established

this new statistical code and it

breaks out product liability as a
separate area."

The ISO method refines the re-

porting of multi-line insurance sta-
tisties where between 20% and 30%

of product liability information is
contained and not reported sepa-
rately but rather as part of the
larger multi-line package, said
Sheldon Rosenberg, an associate
actuary at ISO.

Insurers' concerns

Also attempting to obtain prod-
uct liability data is the NAIC which
has added a blank for product lia-
bility premiums and losses to the

annual statement it designed for
insurance companies to report
yearly finances to state regulatory
agencies.

But the Alliance ofAmerican In-

suers, a major trade association,
will ask a subcommittee of the

NAIC to rescind the reporting re-

quirement arguingthatthe already
bulky statements would be need-

fv

i

THEODORE S. MASON, VICE-PRESIDENT EMPLOYEE BENEFITS, BANK OF AMERICA, SAN FRANCISCO.
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lessly "cluttered" with "meaning-
less information," said an attorney
for the alliance.

"The data we have is as good as
that which would be produced
with a new line on the blank," said
the attorney Richard P. Hefferan,

referring to statistics that have al-
ready been compiled by ISO as
well as its new statistical plan.

While the controversy continues,
companies insuring product liabil-
ity say they are doing what they

can to comply with state regula-
tions but the job has not been easy.

A major problem has been inade-

quate time to prepare specific re-
ports to comply with the variety of
state laws, said Tony Rezoski, an

assistant director in the product
management division of The Trav-
elers Insurance Co. "One state

would ask for in formation in a cer-

tain fashion whereas another state

would ask for something with a lit-
tle different twist," he said. "You
just can't press a button and have
the information." •

66We eliminate 80,000 files
and get detailed data on Health Claims

with CAS*."

"On July, 7,1977, Bank of America
went on-line with the computerized
Claims Administration System. We
were faced with handling around a
quarter-million claims a year, up
from 210,000 in 1976 and 164,000

in 1975. Even with a department of
187 persons, we'd been bogged
down with the old, manual
shuffling of thousands of loose
paper files.
"Today, our staff has been sub-
stantially reduced and we're han-
dling claims as fast as they come
in from the field. Before, a claim
could take weeks to process.
Sometimes, files could be lost or
misfiled. Now, the CAS computer
safeguards the data, and an adjus-
tor can call up an employee's
entire claims history in just
seconds.

"Our employees are happier, and
my management and I are pleased
with the very substantial cost
savings and the ability to have
detailed cost data constantly at
* CLAIMS ADMINISTRATION SYSTEM

our fingertips. The SDC CAS is,
for our organization, the most
efficient claims processing
system available."
Nearly two dozen other major
organizations now enjoy the many
benefits of the proven CAS way of
administering health and dental
claims - including a major insur-
ance carrier. For all the details,
clip this coupon to your card or
letterhead, and mail it to the CAS
office nearest you.

m

To: System Development Corporation
(Claims Administration System)
• 2500 Colorado Avenue

Santa Monica, CA 90406
(213) 829-7511

•122 East 42nd Street

New York, NY 10017

(212) 697-5120

• 900 Commerce Drive

Oakbrook, IL 60521

(312) 325-6363

Please send me your brochure giv-
ing full details of the CAS technique
of automating medical and dental
claims administration for large
organizations.

NAME

TITLE

 MAIL STOP
1

1 System
1
1 Oeveloprnent

 Corporation

1

1

1
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. in Little Rock

Tort reform drive
In Missouri, a measure that re-

quires suits to be filed five years

from the time a product was first
sold and bars punitive damages in
a product liability suit faces an up-
hill battle, according to Dave

N. Dakota acts, 17th state in 2 years
Sanders, supervisor of Industrial
relations for Associated Industries

of Missouri

By JERRY GEISEL reform legislation Business groups say they have was the key factor in gettmg the In nearby Iowa, a new, compre-
Montana and Idaho also may be patched up internal differences bill passed," said Elmet Klipstein hensive product liability reform

WASHINGTON-The nation- on the verge of approving legisla- and now are presenting a united of the North Dakota Product Lia- bill has a better shot at passage
wide drive to solve product liabil- tion and business leaders around front to state legislatures in their bility Council than previous bills, all of which

tty problems with tort reform the country believe that by the end battle to get bills passed During The bill now goes to the died in committee during the last
shifted into high gearthis month as of the year another 10 states will the first two years of the tort re- governors office, where Gov Ar- two years "Legislators now are
North Dakota became the 17th have passed product liabillty re- form movement, rivalries among thur Link has not yet indicated if more aware o f Just what product
state in the last two years to pass form measures businesses often were a major rea- he will sign it liability is," observes Mr Kelly of

son why so many measures died In Montana, a compromise mea- the Iowa Manufacturels Assn
So far, the new Commerce De- sure that would bar suits after North Carohna's new product 11-

THE BLUE RIBBON COMPANY...
partment model product liability eight years from the time of manu- ability bill, which would bar suIts
(BI, Jan 22), which is designed for facture has received senate ap- 10 years aftera product is manufac-
possible state adoption, has not proval, but lt faces a stiff fight m tured or six years from the time of

In Livestock Insurance. had a major effect on the tort re- the house A similar situation pre- first sale, has a"fightrng chance" of
form drive "A lot of people don't vails m Idaho passage, says Bill Gill, secretary-

1 , '7/4 even know about the Commerce In Arkansas, the senate has treasurer of the North Carollna

Follow in anyone else's tracks? Not us j bill," says Joe Kelly, staff assistant given approval to compromise leg- Product Liabihty Task Force

We'll turn down your car and your - A \..
o f the Iowa Manufacturers Assn in islation that requires product lia- Elsewhere around the country,
Des Moines bility suits to be filed three years bills have been introduced in

life business because livestock in-
.fr It appears the states will con- from the time of injury "We think Alaska, California, New York,

surance is our only business horses ,- tinue to go their own way and pass we are going to get this bill through Texas and Washington, but the
and cattle We not only wrote the ir==, f their own versions of tort reform the house," says George Brewer of outlook on all those measures is
book we underwrite it too. without relying exclusively on a Associated Industries of Arkansas uncertain .

"

Service for you So fast it almost keeps
federal model

pace with the thoroughbreds we cover. The North Dakota bill (H B
whether it's getting the policy to you at ,, 1075), which received final Senate

Business groups reiect
the starting gate, or handling a claim approval this month on a 41-9 vote,

requires product hability suits to
Prestige for your clients The prestige of -· be filed within 11 years of the time
being insured by the company that's han- the product was first sold or 10

Commerce's model bi 11
died many of the country's top horses years from the date of manufac-

Livestock insurance is so important S: b,T- ture By JERRY GEISEL doubts the proposal can achieve
F The bill, which received the one of its stated goals the reduc-

because too many things can happen I

m , backing of 20 state business WASHINGTON-Afterits Initial tion or stabilization of product lia-
in a horse's lifetime and there's groups gives manufacturers a burst ofenthusiasm, business sup- bihty insurance costs
no coverage so reassuring as a secur- R stronger defense if a product was port may be dwindhng for the Legal and consumer groups also
ity blanket manufactured in accordance with Commerce Department's model object to the bill The Commerce

So show, place and win with the
S government safety standards product habihty bill Department said itisreviewingthe

" Furthermore, manufacturers The Risk and Insurance Manage- 2,000 pages o f commentary lt has
best in the field Frehnghuysen, -T cannot be held liable ifthe product ment Society (RIMS) says the received on the model bill The bill
The Blue Ribbon was altered or modified after it left model bill should be "rejected" is expected to be revised by June 1
Company PLA= their control and thealteration was and the U S Chamber of Com- RIMS lashed out at the proposal,

a "substantial contributing cause merce urges the Commerce De- warning that if the model bill were
of the inJury " A plaintiff who partment to redraft the proposal adopted by the states it would "cre-
seeks more than $50,COO for inju- "to achieve truly meaningful re- ate a system which will increaseThe Frelinghuysen Livestock Managers,Inc.<v'tr" «*v ries can only request "reasonable form " both litigation and its costs "

P O Box 185, U S Route 22, Whitehouse Station, N J 08889 damages," the bill says The Alliance of American Insur- The model bill would undermine

Telephone (201) 5344027 "A united business community ers, a major industry trade group, workers compensation laws by
making the employer liable in ex-
cess of compensation levels for
some workplace injuries, RIMS
said

RIMS further Criticizes the

model bill for failing to recognize
that punitive damages do "not be-9 €LINE»»** long m the same action in a civil
proceeding If punitive damages
are appropriate, they should be
tried in a separate action, with

FEATURING TIPS FOR ARMCHAIR ATHLETES
criminal evidence rules "

The 81,000-member U S Cham-
ber of Commerce says the model
bill, if enacted, "may increase dis-
putes and enhance, rather than re-

L

duce, the incidence of unwar-

*65£ 00=£4. And here's a tip for the ranted lititgation " The Chamber
intends to draft its own model bill

best shake in workers'

a,4-20*,tA£ .di Id Under the Commerce Depart-

11*Bitt *title dlde
- compensation solutions:

ment bill, a manufacturer gener-
Brown Brothers Adjusters - ally would be hable only for the

1 . 4 n - Mr r /. we can roll with any work- "useful safe life" of its products
The Alliance of American Insurers

ers' compensation claims says "It's application could give

4/19%4*=#- 4 '. 0 .- I you have, including self- rise to a situation in which two dif-

ferent Juries determine two differ-
administered programs, ent periods of 'useful safe life' for

..
whatever the size. We work two identical products manufac-

S
..

day and night to handle tured at approximately the same
time "

L I your claims quickly, effi- On the other hand, the Alliance

%·*f > , '4, 14 4 8-  <    ' " "' the best shake in workers'ciently and equitably For supports Commerce for advocat-

*262. 4...f,cri, ing that damage awards be re-

A duced by the amount a plaintiff re-
1 t341't, compensation claims ad- ceives in compensation from a

justing, call Brown Brothers. public source

*/61-
The Alliance applauds Com-

-1'-f'JO
4 '.6.Al #-44 , ili, . /1 t\,1,/

merce's stance that damages for
. allih, " pain and suffering" generally be

capped at $25,000 But the Alliance

wamsthatthisprovision mightnot

*St*£ *¢u* 8/1 Brown Brothers Adjusters Ilat// survive constitutional challenges
The Assn of Trial Lawyers of

America said the Commerce De-

Home Office. 545 Sansome Street, San Francisco, CA 94111 · (415) 392-2825 partment should first complete its
License 8-137 TELEX: San Francisco-34-472 · Honolulu-63-4266 · Los Angeles-67-934 examination of insurance rate-

making practices before attempt-
ing to change the tort law .
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Panel urges New York to buy direct; agents obiect
By STUART EMMRICH

NEW YORK-A special state in-
vestigation commission, charging
that for years brokers have re-
ceived commissions on state insur-
ance policies for which they do no
work, recommends that the state
bypass brokers and buy directly
from the insurance companies.

The state tried that once in 1975,
but stopped the practice after in-
surers and brokers objected. Aban-
doning the practice in response to
industry pressure is also on issue
now.

The controversial recommenda-

tion, contained in a 44-page report
released earlier this month, is
again being criticized by a state or-
ganization of insurance agents
who are worried about their busi-
ness.

The report of the Temporary
Commission of Investigation, the
third in a series on insurance deal-

ings in the state, charges that al-
though the state Office of General
Services did almost· all the work

in obtaining policies for state
agencies-from the first step of de-
termining needs to going over the
final contract-agents earned the
commission fees through the pat-
ronage of party bosses. Between
1971 and 1974 up to $600,000 a year
was spread around to political fa-
vorites: the report says.

Although annual commissions
paid to brokers has dipped to
about $18,000 in the past fouryears
under controls imposed by Gov.
Hugh Carey, the commission ar-
gues that state funds ar.e still being
misused.

"The state has significantly re-
duced both the number of brokers

receiving commissions on state
policies and the total annual
amount of dollars given to them,"
says the report. "However, the
state has not been able to extricate

itself completely from the practice
of paying some brokers who per-
form no services on the policies for
which they receive insurance com-
missions.

"Waste has been thecentralissue

in the investigations. The payment
of commissions to non-working in-
surance brokers is in our view un-

acceptable, particularly in these
days of economic stringency," the
report says.

The commission seestheissue as

cut and dried-stop paying fees to
people who do no work. But the
insurance brokers object.

"We are not opposed to the re-
port itself," says John Jordan, ex-
ecutive vp of the Independent In-
surance Agents of N.Y., "but we
don't agree with the recommenda-
tions."

Mr. Jordan conceded that politi-
cal cronies have been paid
commission-a practice his orga-
nization condemns-but argued
that the remedies proposed by the
state investigation commission are
impractical, if not illegal.

IIA of N.Y. is particularly in-
censed at suggestions that local
governments develop in-house
brokers to deal with insurers, he
said. It would be nearly impossible
for smaller governments to afford
full time employes who have the
needed expertise in the insurance
field, IIA o f N.Y. argues.

Governments need the "experi-
ence of local brokers and trained

agents who know the markets,"
said IIA president Ed Lucie of
Long Island's Nassau County.

Staffers of the state's Office of

General Services who purchase in-
surance for New York are "highly
competent, but I can't quite see
these two men handling all the
state's business," added Mr. Jor-
dan.

Officials of the IIA also charge
one of the commission's sugges-

tions may violate state insurance
law.

At issue is whether the commis-

sions earned on the state's insur-
ance handled by employes in the
Office of General Services can be
funneled to the state treasury. The
IIA contends that employes ofthe
state, acting as brokers for the
OGS, cannot return to state coffers
fees earned as commissions. That
violates the state's anti-rebate law,
the association says.

But Eric Seiff, chairman of the
investigating commission, says le-
gal staff in the state's insurance de-
partment said OGS could perform
the services o f a broker without a
license and the payment of com-
missions to OGS would not violate
the anti-rebate law.

The state tried in 1975 to bypass
brokers and were successful at
first, saving close to $600,000 in

,

commissions, according to the re-
port. But then the insurance com-

panies and the state agents' associ-
ation joined to protest the arrange-
ment.

Three insurers-Aetna Life &,
Casualty Co., The Travelers Insur-
ance Co.and Hartford Fire Insur-

ance Co.-refused to do business
with the state unless brokers were

used

A compromise was reached in
early 1976 whereby commissions
were still paid to agents, but at
greatly reduced rates of between
0.5% and 5% of the premium in-
stead ofthe previous maxirnum of
25%.

Eight of the major insurance

companies underwriting policies
forthe state were assigned a broker
to oversee their transaction with

OGS: Aetna Life & Casualty Co.

was assigned broker A.J.M.

Agency Inc., Merchants of New
Hampshire was assigned broker
National Preferred Risks; Federal
Insurance Co. and Hartford Steam

Boiler Inspection & Insurance Co.
were assigned broker Hanstein
Berardi & Lawlis Inc.; Hartford
Fire Insurance Co. got Parker Bro-
kerage Co. Inc.; Travelers Insur-
ance Co. and Peerless Insurance

Co. both got broker Judd Associ-
ates and a conglomerate of compa-
nies worked with broker Fuller &

O'Brien Agency.
Two other insurers-Continen-

tal Insurance Co. and Home Insur-

ance Co.-at first agreed to deal di-
rectly with the state, but in Febru-
ary notified state officials that they
too would want to work through a
broker.

This "reduced commission" sys-
tem, which both sides agree is bet-

ter than the abuse-ridden patron-
age system of years past, is
still strongly opposed by the
special state investigating com-
mission.

The report argues that "even
though the current administration
has greatly reduced both the num-
ber of non-working brokers and
the total amount of unearned com-
missions given to them, the state's
own broker has testified that most

of the brokers perform no neces-
sary services on the policies for
commissions received and . the

state acquiesced to the combined
will o f brokers and carriers, paying
again for services it already pro-
vides through the state brokers in
the OGS bureau."

Interestingly, with the state com-
mission and the independent

Continued on following page
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This % size Taylorcraft took Academy Member Bob Fulwider 200 hours to build. It has a 9-foot wing span, cruises at 45 mph and is flown by radio control using 4 channels.

INSURE PLANES
fliers, piloting their own meticulously crafted planes

There are over 70,000 members of the Academy
of Model Aeronautics and most of them are weekend

by remote control or on the wires But a plane crash

THAT TAKE OFF wanted public liability coverage for all its members
canbedangerous,even if it isa model,andtheAcademy

against any third party losses.

WITHOUT PILOTS? and placed it in the London market. Now each member
Markel was called They put together a program

is insured for $1,000,000 and that coverage costsonly

THAT'S WHEN
When you've got a problem flying around. Call

a nominal amount included in the annual Academy
membership dues.

YOU NEED
competitive service Markel provides in Excess &

Mariel. They can do it.
*MARKELABILITY:-The unusually fast, creative,

Surplus, Marine, Aviation, Trucking and all

MARKELABILITY*
8 CAU MARIm.THEYCANDOIT.
Specialty Insurance lines.

Markel Service, Inc., 5310 Markel Road, Richmond,Virginia 23230 Telephone (804)282-5423. Telex: 82-7455. WATS Line to Richmond:
800-446-6671. Offices in: Atlanta, Boston, Calgary, Chicago, Dallas, Montreal, San Francisc6, Tampa, Toronto.



The Rimco
Manual of
Umbrella Forms
and

Interpretations
Everything you need to know about
umbrella coverage - with updates

New and authoritative manual that makes all others obsolete.
Helps you find gaps, evaluate alternatives, prepare specifications
and ask for competitive proposals. Contains information never
gathered before in a single text. Conditions, exclusions, limits,
layer requirements, drop-down provisions, required underwrit-
ing information, adjustaDle premiums, etc., are easy to find and
compare. Even includes actual policies from major markets, with
analysis and interpretations. Written in lavman's language. And
it need never be outdated. unique update service mails all
changes, as they occur, free-of-charge for first year. Service then
can be renewed. Total cost of manual is only $95, including first
year's updates.

 RIMCO. Inc. Telephone (214) 363-2451
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Atwo-day
workshop:

How to organize
and administer

the risk and insurance

management
function

The risk management concept has expanded rapidly to
include not only traditional insurance purchasing but
also self-insurance, captive insurance companies and
other risk funding techniques; safety and loss control;
data collection and loss forecasting; compliance with
numerous federal and stale regulations; and moie.
Making all of this work can be an administrative
nightmare without the Prope, tools and techniques
which have been developed for successful risk and
insui·alice management. The workshops are designed
to equip you with the necessary tools.

The sponsor is Risk Planning Group, Inc., an incle-
pendent risk management consulting firm who has
assisted many large multi-national, multi-subsidiaiy
corporations as well as small- to medium-sized fit·rns
in developing solutions to their risk management
administrative pmblems.

Among the issues to be addi·essed at these work-
shops are:
• How to evaluate the risk and insurance manager
• Centralization versus decentralization of the risk

management function
• Premium and loss allocation systems
• Size of the risk management department
• Use of outside seivices-loss data collection. safety

engineering, and others
• Where should the risk manager ,·eport in the

organization?
• The responsibilities of the boairl of directors, top

management and the risk manager
• The role of the agent/broker

The speakers and workshop moderators ai·e either
practicing risk managers or risk management consul-
tants. They all have had considerable experience in
designing and implementing their own risk management

e5
0<

Z

programs or in aiding corporations in the development
(,f more effective risk management depai·tments.

5 Locations: New York City MaV 13-16
Houston Mcip, 30-31
Atlanta June 3-6

Chicago June 12-13

Los Angeles June 19-20

Information on hotel accommodations and rate: will he

sent upon t·eceipt of the workshop fee.

The Fee: $425 per person
$395 for each additional person from one company

Risk Management Administration Workshop
Mail to:

Confet·enee Coordinator ile
Risk Planning GlY)up. Inc.
722 Post Road. Darien Conn. 06820

(203) 655-9741

I.

.

9:

El Please send me more
information

Please register me for
the following workshop:

O New York City.
11;11111 May 15-16

0 Houston.

ti/1(· May 30-31
0 Atfanta.

June 6-6
wnilitny 0 Chicago.

J une 12-13
'01,1 ,•% 0 La: Angeles,

June 19-20

zip

Enellised is $ which includes admi,;siol to all

sessions. lunches both clays. a cocktail party and the u·(irkbixik.

Regulators cove red-up

in ski-lift disaster: Paper
CHICAGO-A two year investi-

gation into a fatal ski tramway acci-
dent at Vail, Colo., by the Chicago
Tribune reveals that a government
agency went along with a cover-up
of facts pointing to safety negli-
gence by operators ofthe ski area,
the paper reported.

Meanwhile, the U.S. Forest
Service, the agency under attack,
has asked the inspector general of
the U.S. Department of Agricul-
ture to review the accusations.

The ski area is insured by
Lloyd's of London. No one in-
volved would comment about

whether the Tribune report will
prompt further investigations by
the insurer into the accident.

The Tribune reported that the
Forest Service, which is responsi-
ble for ensuring safety of ski facili-
ties on public land, accepted an al-
tered document during its investi-
gations of the March 26, 1976, acci-
dent at the Vail ski area. The acci-

dent killed four people and injured
eight.

Deleted information, which the
Tribune obtained from an identical
but unaltered Vail Associates doc-

ument, shows that company offi-
cials knew five weeks before the
fatal accident that two of the

cable's 24 outer wires had broken
in the area o f one of the tramway
towers and were sticking up in the
airandthatanotherwirewaswork-

ing loose.
Information deleted from the

document also shows that shortly
after learning about the breaks,
Vail Associates lift-operations
manager called several cable ex-
perts for advice, including Charles
Dwyer, the Forest Service's chief
tramway engineer.

The document in question was ·
picked up from Vail Associates,
the Tribune reports, by Forest Ser-
vice manager Ernest Nunn, about
10 days after the accident.

Mr. Nunn told the Tribune that

he sent the document to George
Tourtillot, who headed the Forest
Service investigation. In a cover
memorandum dated April 7, 1976,
and hand printed on Forest Ser-
vice stationery, Mr. Nunn ack-
nowledged the missing informa-
tion on the document.

Mr. Nunn, who was not an offi-
cial member of the Forest Service

investigation team, said that he
suspected the missing information
was "very important." He also
claimed that there was some indi-

cation that maintenance people

had told superiors about the cable
breaks well before the accident.

The unaltered accident report
also indicates the safety devices
were circumvented to allow more

people to ride the gondolas and ski-
lifts, according to the Tribune.

The Tribune maintains its inves-

tigation uncovered a case study of
how public safety can be jeopar-
dized when government regulat-

ing agencies develop "relation-
ships" with the industries they are
supposed to pohce.

In this case, Vail Associates

leases about 9,000 acres of public
land from Forest Service and pays
the agency fees from 1% to 5% of
gross receipts, the Tribune report
adds. Thus both the ski company
and the federal agency have a fi-
nancial interest in the number of

people who ride the gondola and
dozen chair lift systems up to the
slopes.

Agents obiect...
Continued from previous page
agents at odds over almost every-
thing in the report, they agree on
one thing: The amount of money
involved is not the crucial issue.

"We are not really arguing that
you can save that much money,"
says commission chairman Mr.
Seiff. "But you can spend it more
responsibly."

IIA president Mr. Lucie says his
group is "a professional organiza-
tion that is opposed to anything
that would be to the detriment of

the American agency system,
whether it involves $5, $500 or
$500,000.-

Two previous reports by the spe-
cial commission's investigation of

the state's insurance policies
showed widespread abuses in two
New York counties.

The commission found that offi-

cials in Northern New York's

Broome County were routinely
picking brokers to share in com-
missions where they did not work.
That led to another investigation in
Nassau County, where Mr. Seiff
said his office found one broker

taking in "hundreds of thousands
of dollars." The commission found

that this broker was doling out 20%
of those commissions to other bro-

kers whose names were given to
him by top county officials (BI,
Oct. 30, 1978).

These investigations, besides
creating a stir, also apparently
brought about some changes.
Broome County is now involved in

a self-insurance program, accord-
ing to Mr. Seiff. And Nassau offi-
cials are now committed to an in-

vestigation of their procedures to
decide what changes they have to

make and what safeguards they
need to implement.

The latest report on the state's
insurance policies is being sent to
the governor and the state for pos-
sible action, said Mr. Seiff. He also
has talked to the state's attorney
general, for a possible investiga-
tion o f anti-trust action against the
insurance agents.

The state investigating commis-
sion can only investigate and re-
port; it has no powers of en force-
ment. •

Workers want

pension increases
ANN ARBOR, Mich.-A major-

ity ofworkers would prefer a boost
in retirement benefits ratherthan a

10% pay increase if given a choice,
a recently published survey found.

According to a survey of 2,000
working men and women con-
ducted by the University of
Michigan's Survey Research Cen-
ter, 54% of those surveyed would
opt for an improvement in retire-
ment benefits and forgo a salary
increase.

The survey also revealed that
51%0fworkersthoughttheirmedi-

cal plans should be improved.
About one-third of workers cov-

ered under group dental plans fa-
vored a hike in dental benefits.

A whopping 83.9% of surveyed
workers said medical and hospital
coverage were the most important
benefits they received. The next
important benefit was sick leave

with full pay followed by life insur-
ance.

The percentage of workers cow
ered under group health insurance
plans jumped to 78% in 1977, the
year of the most recent survey,
from 72% in 1969 when the univer-
sity published its first survey. •
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Insurers overstated assets, Illinois study reveals
By MARY ELLEN McKEE

CHICAGO-Many large, pub-
liely traded insurance companies
have misstated their assets and re-

serves from 1974 to 1976 and are

probably continuing the practice
into 1979, a study of434 companies
nationwide reveals.

During the three-year period sur-
veyed by the Illinois department of
insurance, 28.7% of the large, stock
companies were found to have
losses which exceeded their re-

serves by more than 15% of their
net worth. By contrast, only 19.6%
of the mutual insurance compa-
nies writing more than $100 mil-
lion in annual premiums were in
the same position.

"In nearly every case, underre-
serving has been more frequent
and in higher magnitudes among
the large stock companies," said
Kenneth W. Smith, the study's au-
thor and deputy director of the
property-casualty division of the
department of insurance. "As
manyasoneoutoflOstockcompa-
nies were underreserved by more
than one-third of their net worth,
notes the study, which was pre-
pared by measuring loss reserves
set aside in a particular year
against actual claims incurred.

Twenty-four percent ofthe large
mutual companies were found to
be overreserved, according to the
study. This might have occurred to
lessen year-end payouts-com-
pared with only 13% of the large
stock companies, Mr. Smith
maintains. "Ifyou look at losses on
a two-year span, where more ofthe
litigated claim losses could occur
those companies are probably
even more underreserved than the

figures indicate."

The study also found that in 1975
nearly half or 43.6% of the stock

companies surveyed and writing
more than $100 million in pre-
miums maintained loss reserves

that were significantly less than
needed to cover their actuallosses.

Those losses were sustained in au-

tomobile liability, general liability,
product liability and workers com-
pensation. "This situation should
be ofmajor concern to bothregula-
tors representing policyholders as
well as stockholders," the study
maintains.

Even though loss reserves trends
of 121 ofthe large stock companies
improved slightly in 1976 when
both the stock market and insur-

ance profits improved, the study
maintains that these improve-
ments developed only because of
the large increases made in 1975.
As a class, the study notes, the
large stock companies still under-
stated income during 1976 in order
to correct much of the deficiency
in 1975 loss reserves, the study in-
dicates. Consequently, the study
found that 2.38% of the industry's
1976 premiums were required to
fund annual loss reserve develop-
ment in 1976.

Individual plans
for retirement up

WASHINGTON-The number
of Individual Retirement Ac-

counts (IRAs) leaped dramatically
in 1977, according to statistics re-
leased last month by the Internal
Revenue Service.

The number of IRAs went to 2.5

million in 1977 from 1.9 million in

1976, a 31% increase. Since 1975,
the number of IRAs has about

doubled, the IRS says.

Under the law, a taxpayer not
covered under a corporate pension
plan may contribute up to $1,500
annually into an IRA. •

By maintaining inadequate loss
reserves, the companies are able to
overstate their assets and earnings
in their annual and quarterly re-
ports to stockholders, according to
the study.

"In general, loss reserve accu-
racy deteriorated between 1974

and 1976, making the true financial
condition of many insurers se-
riously disguised, especially if cur-
rent practices continue unabated,"
warns the study's author.

Based on these "rather disturb-

ing results," the department ofin-
surance is planning to study 1977-
197810ss reserve data this summer

to determine how much the prac-
tices revealed in the 1974-1976

study are still being used by the

industry.
Since loss reserves are the single

most important measure o f an in-
surance company's ability to stay
•in business, grave questions will
have to be raised concerning these
practices, said Richard L. Mathias,
the Illinois director of insurance.

This will have to be done, the direc-

tor added, even though stock re-
lated activities do not fall within

the regulatory powers of the de-
partment.

Meanwhile, an o fficial of the Se-

curities and Exchange Commis-
sion assures that his office has re-

quested a copy ofthe study and is

closely evaluating and investigat-
ing its findings.

The study also found that far
fewer companies-both stock and

mutuals-writing less than $25
million in annual premiums were
underreserved. Fewer small

stock companies are publicly
traded; many are family-owned
and, therefore, the study submits,
have less incentive for manage-
ment to overstate their income.

Loss reserves are set by statute at
no less than 60% ofthe company's
premium volume for automobile
insurance, general liability and
product liability. The loss reserve

requirement for workers compen-
sation business, however, is set
at 65% of the company's premium
volume.

"Overall, the industry's surplus,
most o fwhich is its reserves, hasn't
grown at the same rate as its aggre-

gate unpaid losses," Mr. Smith
contends. "What we are saying is
that a great deal ofattention needs
to be paid to this area."

"It would appear that improved
reserving techniques or more con-
servative applications of old tech-

niques is called for," the study
maintains. "If something is not
done, loss reserve development
will consume increasingly larger
shares of policyholder surplus and
commensurate protection."

The study concludes with an ap-
peal to stock insurers, especially
those which are members of pub-
licly traded holding companies or
which are publicly traded them-
selves, "to establish loss reserves
independently of extraneous con-
siderations." .

complicated? Our experts are as expert as the experts
in Washington.

Whatever your problem, in today's rough and tumble
business world, you need a team with a good line
in loss prevention, employee benefits, funding and
administration.

That's us.

Most consultants are a party-of-one with a good line.
We talk too, but our line is up front, in back, and all

around us.

Our line is the 4,000 plus people who make up Ebasco
Services Incorporated, the company behind Ebasco
Risk Management Consultants, Inc.

Ebasco Services is the reason why we can offer you a
professional team effort rather than a one-man
medicine show.

Do you need an objective analysis of your company's
insurance program in light of foreign acquisitions and
their risks? Ebasco has offices, affiliates and representa-
tives in over 20 locations around the world.

Do you find the recent Federal pension legislation

E BATO
RISK MANAGEMENT CONSI'l.TANTS. INC.

A Subsidiary of Ebasco Services Incorporated
New York: 100 Church Street, New York. NY 10007, Tel: (212) 785·2200
Atlanta: 145 Technology Park/Atlanta. Norcross, GA 30071, Tel: (404) 449-5800
Chicago: 150 North Wacker Drive, Chicago, IL 60606, Tel: (312) 346-3438
Newpor, Gateway Plaza, 130 Newport Center Drive, Newport Beach, CA 92660,
Beach: Tel: (714) 759-7100

Bermuda: Airlie House. P.O. Box 1617, Hamilton 5-24, Bermuda: Tel: (809) 292-0124



including payment for second Metropolitan Life Insurance un-

Reader's Digest... opinions for surgery, home care derwrites surgical-medical and Pru targets
and out-patient services The mag- major medical benefits for
azine offers employes a health Reader's Digest In the hospital,

Continued from page 3 pay $1 for a hamburger and bever- maintenance organization, West- medical care is paid in full for up to tough surplus
and pension plans, the magazine is age chester Community Health Plan, 365 days for doctor services where
much more liberal than most with To encourage workers to be which 140 Digest employes have surgery is not required The plan
other benefit plans physically fit, the magazine pays elected in two enrollment periods also pays the full amount for lines risks

For instance, the vacation sehed- the entire membership dues to ath- The Digest strongly supports the charges dunng a stay for surgery
ule 15 So generousthatitis"hard to letic clubs up to $150 In addition, HMO as a means of controlling when doctor services besides a CHATHAM, N J -Prudential

use up all the days," Ms Farquhar the Digest pays $50 for medical ex- health care costs, at a time when surgeon's are needed or when doc- Insurance Co 's new excess and
said ams for employes 35 years or older health insurance expenses have tor vlslts related to medical com- surplus lines subsidianes will cut

Reader's Digest seems to pro- with two years of service become known as the "most noto- plications during pregnancy are their teeth on two ofthetough lines
vide for almost all the needs of its riot-s sinner around in employe necessary remaining from the casualty

employes It offers them heavily The dental plan, which the com- benefits," Ms Farquhar said crunch product and municipallia-

subsidized cafeteria meals, inex- pany started in 1975 before dental Because of "horrendous" in- The major medical plan pays bility

pensive transportation to work, insurance became a popular bene- creases expected in medical costs 80% o f all medical expenses up to A surplus lines company can

physical fitness reimbursements, fit, pays 100% for diagnostic and this year, Ms Farquhar is consider- $5,000 and most medical expenses best meet the unanswered needs
dental care and tuition reimburse- preventive services, subject to a ing recommending that the com- above $5,000 up to a maximum of constantly faced bv the insurance
ment $25 deductible for individuals and pany increase the employe's con- $100,000 A deductible of $100 ap- industry, said Ross C Cowan, pres-

Reader's Digest spends $250,000 $50 for families Reader's Digest tnbution to the cost of insurance plies for the plan ident of the new firms, Gibraltar

yearly to rent 15 charter busses to pays 50% for major restorative Hospital benefits provided by The magazine's life insurance Casualty Co and Dryden & Co
transport workers to and from the workand 50% fororthodontic care Blue Cross cover up to 21 days of plan isalso arichbenefit Theplan Dryden & Co is a New jersey-

office That subsidy reduces the up to a $500 maximum perindivid- hospital care in full and upto 180 at pays 100% of'basic annual earnings licensed excess and surplus lines

employe's cost to only $2 weekly ual No deductible apphes for 50% of the hospital charges Pri- for employes with less than one bl okerthat will provide underwrit-
The company's annual expense orthodontia treatment vate room rates are reimbursable year's service up to 300% for pen- ing management for Gibraltar Ca-

for the cafeterla benefits amounts to The medical plan also encom- to the employe on the same sched- sion plan members with 10 years or sualty Co
$900,000 so the employe need only passes many ofthe newer benefits, ule as semi-private more service Low frequency, high risk prod-

ucts, "the types of products tradi-
tional insurance companies will
not insure,"is one area the Dryden-
Gibraltar combination intends to

. I D concentrate on, said James
Vaughan, director of casualty un-
derwriting for the venture Dryden

. provides both claims-made and
per occurrence forms, he added,

- and primary and buffer layers
In addition, the firm is develop-

.. .. *. -. .. ing a product to cover the gap re-
.. .. sulting from transition from claims

. . .

made to per occurrence coverage,
I . . . - ..

said Roger J Consolla, Dryden vp
in charge ofday-to-day operations

...ANAaEME...0-

I risk magagement ** The firms have also chosen to

reports - - concentrate on municipal and pub-
- -

--

--
.. lic liability risks, another area.1-39-2* - .

.",-
whete iates have skyrocketed

.
-I

---
" while availability of coverage has

I. --
shrunk

- -- -

-
New York State, faced with ca-

- --

- pacity shortages in both public en-
. =7

.. tity and product hability, waived a
. -- -

one-real waiting period in approv
...

=SM
- ing Gibraltar as a surplus insurer

--

for these lines, noted Freeman
'

Bowers, assistant vp-casualty un-
---

.--
derwriting

Gibraltar is an approved surplus

" .00 -- linescompanyinapploximately 25
other states

.
-- 'Theclimate isrightin this coun-

try for the flexible, true
1 0

- underwriter-the guy who del
serves the name underwriter, who

1 thinksaboutexposuresand triesto
find reasonable coverages," said

e Mr Cowan

In his other role as head of Pru-
dential Reinsurance Co 's faculta-

tive department, Mr Cowan was
Risk Management Reports are often approached by risk man-

brought to you by experts tri the field agers and insurance buyers who
The editor of Risk Management wanted Pru Re to take their hard-

Here's a practitioner's working Reports is H Felix Kloman, president to-place risks But. as a reinsurer.
tool that's clear concise of his own consulting firm, Risk the company's ability to respond
and specific Planning Group He is assisted by was limited "Although we could

Myrna S Briskin, assistant editor and
Each Risk Management Report an editorial advisory board including and do reinsure captives, we

take you step-by-step through Jean-Paul Decottignies Risk Factoring, couldn't tell an insured to foi m a

a single, topical subJect Each Sar L, Peter Downes, American Dad,ng & captive Just so he could be rein-

subject-accompanied by proven Production Corporation, Paul B Ingrey, Prudential sured by Pru Re." Mr Cowan said

techniques-,s selected from one Reinsurance Corporation, Peter Law, U S Industries, Now, Pru Re can better respond

of the four major risk management Stefan J Valov,c, Stone & Webster Ergineering Corporation since it backs up Gibraltarthrough
categories exposure Identification/ Other experts from insurance companies, brokers and safety a heavy reinsurance treaty The ex-

consultants wdl, from ttme to time, participate in the preparation of
risk analysis, risk control, risk cess and surplus lines company

specific reports
financing and risk management was capitalized at $10 million and
administration Mail the coupon below to enter your subscription. Put this the great majority of Gibraltar's

working tool to work for yourself premium will be reinsured by Pru
Recent reports included Electronic Data Processing

Risk Management, Insurance Bidding and Specifications,
Re .

and the Workers' Compensation Problem (to be followed Mall to Risk Management Reports c/o Business Insurance

m 1979 by a report on risk financing and insurance 740 Rush Street, Chicago, Illinois 60611 Broker contracts
alternatives available to fund Workers' Compensation } Il YES, enroll me as a satisfaction guaranteed subscriber to
Yearly, youil receive a comprehensive Captive Insurance Risk Management Reports for $75-6 bimonthly Issues with London
Company report C] Payment enclosed (Make check payable to Risk Management

Reports)
SAN FRANCISCO-Sherwooa

All reports are thoroughly researched by experienced, El Bill me 0 Bill company
Insurance Services has obtained a

active practitioners in th6 field property insurance contract with

Readily accessible, too, are timely insights into current, Lloyd's of London and other ftrms,
Name

common concerns to the field The Current Comment a first step in Sherwood's develop-

section, included in every Risk Management Report, wraps ment of an underwriting division,
Title

up thoughts and practices from the corporate, legal and company officials announced

insurance spheres "In the near future we hope to
CompAny have underwriting authority for a

Risk Management Reports are day-to-day, month-to- licensed California company, thus
month working tools For that reason and to allow easy Street

access to information a cross-referenced index comes ties fo add to our wholesale broker-
as part of the service /Ity Smtp 7,p

age activities," said Frank J
HA

Fischer Jr, executive vp and
underwriting manager .



Pregnancy benefits...
Continued from page 1
before the law becomes effective.

If a new set of guidelines is
published, only minor, rather than
substantive changes are expected
to be made.

The guidelines are not regula-
tions; they do not carry the weight
of law. However, courts often have
used such guidelines as an impor-
tant precedent in resolving legal
actions.

The initial guidelines are
published in a question and an-
swer format covering the most fre-
quently asked' questions that em-
ployers have raised about the new
law. EEOC staffers said they have
been flooded with calls from em-

ployers concerned and confused
about the pregnancy law.

While employers whose group
health insurance plans provide
coverage for dependents will have
to offer equitable pregnancy bene-

, fits to employes' wives, they will
not have to provide pregnancy
benefits to an employe's children.

Furthermore, if an employer
does not currently provide cover-
age for dependents, he would not

be required to pay the pregnancy-
related expenses o f his employe's
wife.

Effective date

The guidelines for employes'
treatment under the new law in-

clude that ifan employe gives birth
before April 29, but is still unable
to work on or after that date, she is
entitled to the same sick leave ben-

efits available to other employes.
Similarly, health insurance bene-
fits must be provided for an em-
ploye even though her pregnancy
began before April 29.

An employer may not single out
pregnancy-related conditions for
special procedures for determin-
ing an employe's ability to work.
For example, an employer could
not require a written statement
from the pregnant employe's phy-
sician concerning her inability to

Aviation risks...
Continued from page 1
don market by Thomas E. Nelson
with Hall acting as a reinsurance
intermediary through Oakeley
Vaughan.

- The policies were eventually
placed in the worldwide market
with more than 70 companies, in-
cluding pools involving Allendale
Mutual Insurance Co. and Public
Service Mutual Insurance Co.

Because 1974 was such a disas-

trous year for the aviation indus-
try, "this book of business was

 heavily hit," said Robert Seery, vp
at Unigard. When, in mid-1975 it
was apparent claims weren't being
paid by Philadelphia Manufactur-
ers and Thomas Nelson, Unigard
began arbitration in London
against the reinsurers, he said.

Philadelphia Manufacturers at
first claimed that the Nelson syndi-
cate didn't have authority to issue
the policies, but this claim was la-
ter dropped from the lawsuit, ac-
cording to sources involved in the
negotiations.

Another issue became important
as arbitration was broken off:

"known loss." Philadelphia Manu-
facturers is said to have claimed

that Hall issued the policies even
though some of the airlines were
known to have had losses.

At Unigard, Mr. Seery said, the
loss charge "wasn't a viable issue.
There was only one policy, issued
to Air France, where you might
construe that a known loss was in-

volved and that policy was ceded
retroactively," he said.

Chinese retros

The aviation retro penalty poli-
cies involved in the settlement
with Hall were not"Chinese retro"
or "reverse retro" arrangements,
according to Mr. Seery. "We comb-
ed the files and could find no evi-

dence that these policies were of
the Chinese retro type," he said.
The term refers to pairs of policies
written on an airline's retro credit

for hull and liability. One policy
provides ascending graduated
benefits reimbursing retro adjust-
ments for losses paid; the other
half provides similar payments for
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We've packed our umbrellas, gathered up our excess and
surplus and moved it all to our new building at

2640 Fountain View, Suite 400
(Just west of The Galleria)

We moved in Monday, March 5, 1979,

With a new telephone number: 713/780-8770
and a new telex: 791392

But our mailing address is still the same:
Post Office Box 22003

Houston, Texas 77027

And with more room to grow, we'll keep you covered.

1. H. BLADES & CO., INC.

e

work if the employer does not re-
quire written statements from phy-
sicians for other sicknesses and

disabilities.

An employe who has been ab-
sent from work because of her

pregnancy must be allowed to re-
turn to work while pregnant if she

recovers. An employer cannot re-
quire her to remain on leave until
after her baby is born.

Unless the pregnant employe on
leave has informed her employer
that she does not intend to return

to work after giving birth, her job
must be held open forherreturn on
the same basis as jobs are held
open for other employes on sick
leave or disability leave, the EEOC

says.

An employer cannot refuse to
hire a pregnant woman as long as
she is able to perform the major

functions necessary to her job.
However, employers can deny

health insurance coverage for
pregnancy if the woman was preg-
nant before she was hired and if the

company also denies medical and
hospital coverage for employes

with other pre-existing conditions.
Employers cannot reduce other

a reverse schedule in the event no
losses occur. The California De-

partment of Insurance ruled in
1974 such policies "were in the na-
ture of gaming agreements" and
therefore illegal. Frank B. Hall
signed a consent order and paid a
$1,000 fine.

Unigard, however, never defined
what it meant by retro penalty poli-
cies. A number of knowledgeable
sources in the aviation industry on
the West Coast said the policies in-
volved in the Hall settlement could
well have been Chinese retros."As

far as I'm concerned, it's the same
thing," one West Coast aviation
broker said. "I'd have to believe
there were some Chinese retros in-

volved in this incident," said a Los
Angeles aviation underwriting ex-
ecutive.

The sources explained that after
the California insurance depart-
ment ruled that Chinese retro poli-
cies were not insurance, brokers
and underwriters involved in these

policies changed the policy's
name.

It's perfectly legitimate for an
airline to buy something called rec-
ord credit insurance to insure that

it will get some retro premium
back atthe end ofthe year, said one
source. But what the insurance de-

partment objected to was playing
both sides, eliminating any chance
ofloss.

Another issue in the litigation
between the insurer and broker

was a $1 million payment which
Hall claimed was a loan made to

Unigard.

Unigard satisfied

"Unigard never borrowed a dime
from anyone," Unigard president
Jay B. Porter told Business Insur-
ance. The amount refers to money
Hall advanced to Unigard on losses
in their general book o f business,
he said.

Mr. Porter said the company was
satisfied with the terms ofthe set-
tlement with Hall. "It shows how

reinsurance works.... The policy-
holdersgottheirlossespaid;wesat
downandnegotiatedandcametoa
settlement."

According to one ofthe negotia-
tors, settlement was reached "be-
cause the case was getting so com-
plex, with so many defendants in-
volved, it would have resulted in a
trialofatleastayearandcostinthe
millions o f dollars."

Unigard no longer writes excess
and surplus lines ofinsurance. Mr.
Porter said the company has with-
drawn from the market since 1974.
"We still do business with Frank B.

Hall," the Unigard president said.
"We don't feel there was any im-
propriety in the situation," he
added.. --.

benefits to pay for the added cost
of including pregnancy in their
benefit plans until Oct. 31,1979, or
until the expiration of a collective
bargaining agreement, whichever
comes later. Unions are expected
to resist efforts made to reduce

benefits as the price of including
pregnancy in corporate plans.

All plans affected

Coverage provided by a corpo-
rate health insurance plan for other
conditions must also be provided
for pregnancy-related conditions.
For example, if a plan covers the
cost of a private room for other
sicknesses, it must cover the cost
ofa private room for pregnancy. In
addition, if a health insurance plan
covers office visits to physicians,
pre-natal and post-natal visits
must be covered, according to the
EEOC.

If an employer gives employes a
chbice of several health insurance

plans, each plan must cover
pregnancy-related conditions. An
employe with a single coverage
policy cannot be forced to pur-
chase a more expensive family
coverage policy in order to receive
coverage for her own pregnancy.

Although the law requires em-
ployers offering a disability plan to
include pregnancy benefits on
the same basis as those for any
other sickness, it does not require
an employer not providing a paid
sick leave plan to begin sucha plan
to cover pregnancy.

The law also outlaws paid sick
leave programs that limit benefits
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for pregnancy to a shorter period
than other disabilities. An em-

ployer could not, for example,
limit disability benefits to six
weeks for a pregnancy while pro-
viding up to 26 weeks of benefits
for other illnesses, as some plans
now do.

More significantly, medical and
hospital plans will have to be re-
vised if they cover pregnancy on a
different basis than other sick-

nesses. An employer could not, for
example, limit hospitalization cov-
erage to $500 for pregnancy-related
expenses while paying upto 80% of
expenses for other illnesses. Bene-
fits must be provided equally un-
der the law.

Companies without medical or
hospitalization plans will not be re-
quired to begin such plans under
the law.

Employers will not have to pro-
vide hospital and medical benefits
to a worker who had an abortion
unless the woman's life was en-

dangered by the pregnancy. But
employers will be required to pro-
vide health insurance coverage to a
woman whose abortion resulted in

medical complication. Employers
will only have to pay for the com-
plications, not the abortion.

However, employers will have to

provide sick leave or disability
benefits to an employe who has an
abortion even when the abortion

was not needed to save the

woman's life, the EEOC says.

Furthermore, the law doesn't
prevent employers from voluntar-
ily providing full benefits for any
employe who has an abortion. i

Our AMORS

system is

bvultout equal
in the insuran£e

Imorld ..7

Geefge Co#man,
President

For innumerable firms, both large and small, our Agency
Management Organized Record System or AMORS has
been largely responsible for increased profits and a greater
share of the market. As a management, marketing and
accounting tool, its potential is unlimited-years ahead of
its time. We designed it to work the way your business
works. That's why we call it the "Total System."

Give us an opportunity to demonstrate AMORS'
Sophisticated technology. It can be rewarding, stimulating
and enlightening. Drop us a line for further information.

JUST OFF THE PRESS!

You will be interested in receiving our
brand new booklet, "Helping You Select the
Proper Computer." It is written in easy to
understand language and may help you in
making your final decision.

 InsuranceImproved

Systems , INC.

300 West Adams Street · Chicago, 111. 60606
Telephone: 312/782-6520
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Corporate Compensation & Benefits "0'Keefe International

1 Automated information systems for controlling 1

classified advertising Communications Adjustment Companies, Inc.,
Managers and Consu tants P.O. Box 16168,

and administering cost O 1 risk

We discreetly arrange the hinng of =orporate and Phoenix, AZ, 85011,
consulting people nationwide Nablnal opening. area code 602-264-3439, cornorati

RATES AND CLOSING TIME $3 00 per kne,minimum charge $1500 Cash with
with major consulting companies for compensa cable address "LOKADCO"
tion and communications consu tants Senior "We Will Handle Your Claim I sjstems

order Figureall caphnes (maximum-two)30 letters and spaces per line, Compensation Manager positions in SE, New
England, NE and Midwest Communications

Anyplace In the Free World"
upper & lowercase 40 per kne.Add two linesfor box number.Rephes are r i, BOX 31 80 IMA Rit LO TEXAS Il '0 800 858 · 351

Consultant Manager West Coast Salaries to
forwarded daily Closing deadline Copy 272 wntten form in Chicago * 000 glus INSURANCE

office not later than noon, Frtday, 10 days preceding pubhcatton date
INSURANCE

Published every otherMondav. Display classdied takescardrateof$3650 Richard Gay
BOILER & MACHINERY

per column znch, and card dscounts on stze and frequency Mad ads to
Boiler & Machinery

UNDERWRITER

Business lnsurance, classified advertising dept.,740 N Rush St., Chicago, Expanding direct writer of large
PERSONNEL RESOURCES

Illinois 6C611 312/649-5340 or 312/649-5239
entree Road & Swte 622

Contact Market Representative

industrial accounts Is adding to New York area office is expanding

AHanta Georgia 30305 . {4043 262 2972
its Valley Forge marketing staff its staff and has an immediate

The successful candidate will opening for an experienced 8&M

HELP WANTED
INSURANCE PERSONNEL

National Ins Recruting Agey seeking top have a minimum of 3 years Underwriter The successful candi-

Central Cal:fornia firm desires respon-
talent for Client Co 's In many disciplines City of Sunnyvale-California B & M marketing experience and date will become part of a maJOr

sible persor experienced in all phases of
Specialists in Underwriting Claims Sales direct writer of large industrial
& Financial Accounting Apply by resume Risk and Insurance Manager- become an integral part of a

Industrial Insurance Must type and risks, holding a record of continu-
handle all detail No sales involvec Send

or contact advising income & location $21,993 $26,660 Plan, o.ganize, di team holding a record of con
reg

resume and salary reg to Personnel, rect and evaluate activities of a
ous growth The candidate must be

Snider Lumoer Co .PO Box 670. Tur.ock,
PENN HILL (agey) (Phone 609 665-3980) tinuous growth The incumbent

comprehensive risk and insurance experienced m handling high risk

Ca 95380
5434 King Ave. Pennsauken, NJ 08109

management program BA with ma must have a thorough knowledge accounts with diversified occupan-
Equal Opportunity Employer Producer lor in risk management, insurance, of 8&M coverages, successful cies We are looking for the indiv-

ENERGETIC, AMBITIOUS, BRIGHT
Rapidly growing subn agy with 75%
Comm'l vol and large Life/Group book public admmistration, business ad

person witt office management and cas
sales record and strong desire to idual interested in a company pro-

ualty insurance background wanted for
seekmg aggressive producer, should con ministration and four years Insur succeed moting career advancement as

trot 5300,000 + & be interested in future ance experience Direct experience
rewarding, permanent, challenging and well as satisfying candidate s in-

stock participation Reply in confidence,leadership position with leading worker's
In worker's compensaticn adminis An attractive salary package in

compensatic n carrier in Fla Send resume
Box H, New City (Rockland Cty ) N Y tration highly desirable Applications dividual goals An attractive salary
10956

cluding a comprehensive benefits
to FCCI Fund, 2540 So Trail, Sarasota, must be received in Personnel Office package including a comprehen-

and bonus program will be pro
FI 33579 by April 2. 1979 Most qualified can sive benefits and bonus program

RISK MANAGER RISK MANAGEMENT/BROKERAGE didates will be selected for Assess vided Send resume to J W will be offered to the successful

Coordinates a comprehensive risk man COMPANIES POSITIONS ment Center for April 16, 1979 Sullivan, PHILA MFRS MUTUAL candidate Please submit resume

agement ar d safety program for one of Risk Mgr NYC & NJ Self Apply Personnel Office. Dity of Sun
America's fastest growing cities Super

INS CO, 8 Executive Mall, Box to J W Sullivan, PHILA MFRS
Insurance 35-4OM nyvale, P O Box 607. Sunnyvale.

rises a professional safety analyst and
a clerical staff Requires a baccalaureate ins Mgr Fire/Cas Southeast 3OM CA 94088 824, Valley Forge, Pa 19482 MUTUAL INS CO, 8 Executive

degree in risk management, plus three Ass't Risk Mgrs Prop or Cas Exp An equal opportunity employer Equal Opportunity Employer
Mall, Box 824, Valley Forge, Pa

years of irogressively responsible risk 3-6 years Corp/Bkge/Ins Co 21 26M
19482 Equal Opportunity Employer

managemert experience One year of the Safety or Fire Prot Engr (Boiler)
required experience may be supplanted by 1, 2 spots 3OM
a masters degree Applicants witn equi
valent edu-ation and experience will be Risk Mgmt Cas Analyst-Consultant 25M RISK MANAGEMENT SPECALIST
considered. but must have emphasis in Und Mgr/Overseas Co, opening NY
loss contro and claims handling Starting office for reinsurance & primary Major Forest Products firm has immediate opening for a
salary 21,373 Applications must be re

ACCOUNT
business Underwriting and

ceived by the Personnel Dept no later Production (heavy Property) 35 4OM specialist in risk management in its corporate insurance de-
than April 18. 1979

CITY OF AURORA JOHN HUTTNER 212-732-3110 partment located ir the northwest United States. The candidate MANAGER
1470 S Havana St david 1 bollinger associates, inc we are seeking will have a degree in business administration

Aurora, Colorado 80012 150 Broadway, New York NY 10038
An Equal Opportunity Emplo>er along with a minimum of five (5) years experience in worker's Coral Gables

compensation, property, public liability and related insurance Florida

BRITISH-AMERICAN INSURANCE COMPANY LIMITED programs. Candidates should also have the ability to com Large progressive international

one of the world's leading insurance companies in its field
municate across organizational lines Compensation will be agency seeks individual with

commensurate with experience. Excellent benefit program minimum 5 years property/casu
invites applications for the position of Replies, including salary history, may be sent in confidence to ally experience Requires involve

CHIEF EXECUTIVE Box 231, BUSINESS INSURANCE ment in marketing general liabil

740 Rush St. Chicago, Ill. 60611 ,ty and property coverage insur

of its new captive management company An EEO Employer M/F.
ance for national clients and pro

BRITISH-AMERICAN MANAGEMENT LIMITED
spective major accounts Re
qutres excellent communication

Candidates should possess a sound knowledge of all aspects and marketing skills and experi

of captive management and should have a minimum of five years ence with large Agency or Na

exper ence in an executive position in a similar company.
tional Broker Prefer college

The successful applicant will be required to reside in Nassau, Sales Engineer graduate with major or minor in
insurance

Bahamas and should be willing to travel
The position presents a challenging opportunity to head a new

We offer excellent compensation

company specifically incorporated for captive management in the (Commercial Property) and benefits package and oppor

Bahamas where government encouragement coupled with readily
tunity Send resume in confid

available peripheral services indicate a potential for exceptional
ence

Kemper Insurance Companies has an immediate need for an
g rowth. experienced Fire Insurance Specialist who is sales oriented Frank B. Hall& Co.

An attractive compensation package Is offered The ideal candidate will have 3 or more years of Fire Rating Box 230, BUSINESS INSURANCE

Applications accompanied by a resume will be treated In strict Bureau experience and possess a Bachelor's degree or
740 Rush St , Chicago, ill 60611

Equal Opportunity Employer

confidence and should be submitted to: equivalent, preferabbly m FPE

The President Position will entail marketing, field underwriting, fire rate
engineering, and property loss prevention involving medium

British-American Insurance Co. Ltd. to large process ng risks (non HPR) with heavy producer and

P. 0. Box N-3005
client contact EXCEPTIONAL

Nassau, Bahamas
We offer a very competitive salary commensurate with expert OPPORTUNITY
ence, a full range of benefits and a COMPANY CAR Qualified
candidates, please send detailed resume including education, Agency Placement Manager
experience and salary history, to

SIi.. INSCRANG
Well established large agency lo-

Sheree Davidson cated m medium sized Midwestern

?a
city, Is looking for new head of its

r KEMPER placement department Present de-
..

OPPORTUNIES
partment handles all medium to

IfempeR insuRance INSURANCE COMPANIES large casualty & property place-
companies

{{{.
Long Grove, IL 60049 ments The applicant should have a

minimum of five years experience

>>X an equal opportunity/affirmative
m underwriting large accounts and

15 Due to the unprecedented growth of our firm, action employer be able to effectively handle nego-
tiations of rates, premiums, terms

% particularly in our life area, we are seeking with underwriters Ideal candidate

*: candidates for the following positions wou Id probably have two or more

}i:.
years with major insurance com-

2 - International Marketing Manager
pany and two or more years with a

R/M BROKERAGE large agency Excellent salary, au-
tomobile, profit sharing & oppor-

5:.:EE CAREERS tunity for ownership

....
The successful candidate must have a minimum of 5-7

SBE: years experience in employee benefits and show a success-
..

RISK MGT. DIRECTOR TO $50,000 AGENCY ADM. MGR $24,000 Box 228, BUSINESS INSURANCE

ES:s ful achievement record in sales and management. Must be So WEST. Internationally known SID This agency seeks expert 740 Rush St , Chicago, Ill 60611

8% willing to eventually relocate abroad. energy co. staffing new post enced administrator to handle

S Design and place insured and 75 person agency staff. Exper

*X  Deputy Director of self-Insured prop cas program in work flow systems and per

5
world-wide sonnet required
RISK MANAGER TO $30,000 COMMERCIAL SALES OPEN

....

CORPORATE RISK
15X Group Management Division So WEST: High profile, high MICHIGAN Medium sized agen

technology firm shifting from cy seeks aggressive producer MANAGEMENT EXECUTIVES
insurance or risk program Pre who has around 2 years of pro

2{{ The successful candidate must have 6-10 years experience fers high retention and contract ven agency production experi Insurance/Risk Ana ysts
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Bellefonte charges...
Continued from page 1
plaint, filed March 7, charges Omni
with fraud, breach of contract,
breach offiduciary duty and negli-
gence. The original complaint,
filed in mid-February, concerned
itself solely with the dispute be-
tween Bellefonte and Omni over

termination provisions of their
1978 management agreement.

Diverted funds

Bellefonte, charging fraud, al-
leges that:

• Omni wrongfully converted
and used unearned premiums for
its own purposes;

• Omni issued policies, col-
lected premiums and kept the pre-
miums for its own benefit, "with-

out notifying plaintiffs of the pol-
icy issuance and without forward-

ing earned premium dollars to Bel-
lefonte and reinsurers."

• Omni's failure to reveal the

omit:ed facts from the policy pre-
mium and loss accounting summa-
ries misled Bellefonte, believing
that continual adverse loss experi-
ence suffered by Omni's reinsurers

wasn't out of the ordinary, consid-
ering the type of risks relative to
the premiums charged.

Belefonte charges that Omni in-
tentionally made its premium loss
accounting summaries misleading
with :he idea that Bellefonte would

come to rely on them.
"I am shocked by these allega-

tions," Omni founder Michael S.
Eisenstadt told Business Insur-

ance. The charges are "totally un-
founded and without basis in fact,"
he said. Mr. Eisenstadt also de-

fended Omni's accounting to Bel-
lefonle and said that it has always
been 100% correct.

With Bellefonte's amended com-

plaint was an affidavit from a part-
ner of Ernst & Ernst, the account-
ing firm which states than on Jan.
17 a federal grand jury subpoena
was served on his firm demanding
all documents in regard to the
work performed at Omni. "The,

property
insurance

FBI agent who contacted me in-
formed me that the subpoena was
issued as part of an investigation
into the affairs of Omni," Martin
Nachimson, the Ernst & Ernst
partner, states in the affidavit.

Mr. Eisenstadt acknowledged
that a federal grand jury subpoena
was issued, but he insisted that its
purpose was never made known.

According to a draft of legal docu-
ments obtained by BI, Omni laun-
ched its association with. Belle-

fonte and its sister company and
co-plaintiff, Compass Insurance
Co., in January 1975. The amended
complaint relates that under the
written management agreement of
1975, Bellefonte acted as the front-
ing company, while Omni issued
policies and obtained reinsurance
for Bellefonte's benefit equal to
100% ofthe liability risk covered in
the policies.

Management agreement

Adverse claims experience, with
actual incurred liabilities exceed-
ing premiums, occurred almost
from the start of the association of
the two 5rms, the complaint states.
In February 1978, the two firms ex-
ecuted a second management
agreement, amended to allow for
termination upon shorter notice
than under the old agreement. Un-
der the 1978 agreement, Bellefonte
was entitled to between 3% and
4.25% ofthe net premiums as a fee
for issuing the policies, as well as
2.5% of the net premiums for ad-
vance tax reserves.

The lawsuit states that on or

about Oct. 25, 1978, Omni con-
firmed to Bellefonte the 1978

agreement would be terminated,
effective June 30, 1979. However,
"Omni further stated, in said no-
tice, that termination would be ef-
fective Dec. 31, 1978, if Omni failed

to implement certain specific ac-
counting, financial and electronic
data processing controls and pro-
cedures to Bellefonte's satisfac-

tion," the suit says. Up to this

on woodworking operations
including automated sawmills

We're insurance specialists in the

forest products industry, and

can provide you with property
coverages at possible savings

up to 50% over your present

costs. We can also provide you
with contractor's equipment

coverage and general liability
(including products) insurance.

1 11

point, these procedures have not
been implemented, Bellefonte's
amended complaint states, adding
that it does not believe that they
will be in the future.

Therefore, the complaint says
that on or about Feb. 20, 1979, Bel-
lefonte notified Omni that the 1978

agreement was terminated.
In its original complaint, Belle-

fonte said that it sent telegrams to
approximately 2,800 brokers and
agents of Omni, informing them
that Omni did not have authority to
issue or write Bellefonte policies
for 1979 and that there was no rein-
surance for any such policies for
the current year. In its amended
complaint, Bellefonte says 800 of
its insurance policies have been is-
sued by Omni this year with limits
up to and including $1 million.

"There is no reinsurance as re-

quired under any management
agreement for any Bellefonte in-
surance policies by Omni in 1979,"
Bellefonte charges.

Bellefonte has asked the court

for a preliminary injunction to halt
Omni from issuing any policies in
Bellefonte's name or the name of

its sister company. In an affidavit
supporting the injunction request,
Peter Alfred Duck, director ofCay-
zer Steel Bowater International

Ltd. in London, which handled

Omni's L6ndon brokering last
year, said that by the third quarter
oflast year it was evident that 1979
renewal among London reinsurers

would be "exceedingly difficult
because of a drastic deterioration

in underwriting results." Indeed,
Mr. Duck indicated he never suc-

ceeded in obtaining reinsurance
for Omni's policies.

Omni responds

Mr. Eisenstadt said that al-

though his company is no longer
writing any insurance, it has 78% o f
its reinsurance treaty in place. Cay-
zer Steel Bowater placed only 27%
of the reinsurance treaty, he said,
while Omni placed the rest in such
countries as Australia, Belgium,
Mexico and the United States.

"There was 100% of the reinsur-

ance placed but Bellefonte refused
to intercept," he said. Mr. Duck's
affidavit supports this assertion,
noting that the lead London rein-
surer withdrew after he saw the te-

lex sent by Bellefonte to Omni on
Jan. 17.

Last month, Omni filed its own

lawsuit for declaratory and injunc-

Pension agency
offers solutions

WASHINGTON-The Pension

Benefit Guaranty Corp. (PBGC) is
proposing a sharp reduction in the
benefits it's scheduled to guaran-
tee participants of terminating
multiemployer pension plans.

The PBGC also wantsto hike the

premium it charges for termina-

tiop insurance for multiemployer
plans and wants to allow plans that
are in financial trouble to boost

their employe contributions or re-
duce benefits.

The PBGC proposals, sent to
several congressional committees
that have jurisdiction over pension
issues, represent some of the
PBGC's long term solutions to pre-
vent a collapse of the nation's
many ailing multiemployer pen-
sion plans.

Under a key PBGC proposal, the
federal agency would only have to
guarantee 60% of a participant's
vested benefit, with a minimum
monthly guarantee of $100 and a
maximum monthly benefit guar-
antee of $500. Under ERISA,
PBGC is supposed to guarantee
vested benefits subject to the cur-
rently monthly maximum of
$1,073.86.

PBGC also wants to hike the cost

of termination insurance to $2.60
per plan participant, up from the
current 50 cent per participant pre-
mium. .

tive relief against Bellefonte's orig-
inal complaint. That suit traces the
controversy between the two enti-
ties to Omni's. position that the
management agreement either
must be terminated according to
the terms ofthe agreementormust
continue until June 30, 1979. The
agreement provides that any party
may terminate the agreement at
any time by giving at least 90 days
written notice and that the liability
of Bellefonte will continue until

the expiration of each policy, but
no longer than one year from said
termination date, whichever is
sooner.

Accountant's report

Omni's lawsuit accuses Belle-

fonte of establishing a managing
general agency agreement with
Aviation Office of America on or

about Feb. 12, 1979, primarily to
put Omni out of business.

Besides Bellefonte's charge of
misappropriation of funds, Omni
also allegedly failed to keep its
books and records in order. Three
affidavits of Martin Nachimson of

the Los Angeles office of Ernst &
Ernst indicate the accounting
firms believes Omni lacked ade-
quate accounting controls and was -
in drastic need of a qualified con-
troller. The accountant also noted

Omni's habit of preparing checks
for payment o f claims and related
expense at the time the amounts
were entered into the "loss his-

tory" and credits taken in the set-
tlement statements. Yet not all the

checks were actually issued and
certain ones were held in Omni's

possession for extended periods,
according to the affidavit.

The accountant also said his in-

spection of Omni's financial re-
cords showed the firm's operating
expenses exceeded total premium
commissions by more than $5 mil-
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lion from January 1975 to Septem-
ber 1978.

The state department of insur-
ance began conducting an investi-
gation into the Bellefonte and
Omni arrangement in September,
said a spokesman, describing the
investigation as "intense," re-
quiring the services of a full time
investigator. "Currently, the case
is in the legal department for re-
view and disciplinary action."

The department is confident
Bellefonte's solvency is not in
jeopardy and that the public will
not be harmed, he added.

Records show that the depart-
ment moved in 1974 to halt the

business of a former entity, Omni
Aviation Reinsurance pool. The
department noted that the books
and records of Omni"were so care-

lessly or improperly kept. . .as to
make it impossible to conduct a
proper audit."

Other disputes

The litigation with Bellefonte is
not Omni's sole dispute with an
insurer. Business Insurance has
learned that Omni is engaged in an
arbitration proceeding with its for-
mer fronting company, National
Indemnity Co.

"When Omni completes this pro-
ceeding, it must face battles with
the two fronting companies that
preceded National Indemnity,"
said an informed source, adding:
"And to find a new fronting com-
pany will take a long time."

Omni, which has reportedly
written as much as $30 million of
business during better times, fired
almost half of its workforce, in re-
cent weeks. Mr. Eisenstadt ack-
nowledged that his firm has pared
its employe staffdramatically dur-
ing the last few weeks, going from
a high of 108 employes down to
60. •

When it's worth knowing, it's worth knowing IAC.

Industrial Appraisal Company
222 Boulevard of the Allies

Pittsburgh, PA 15222
(412) 471-2566
Offices nationwide in major cities
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N.Y. Port Authority posts Vasquez as risk exec

Corrado Vasquez has been pro-
moted to manager of the risk man-
agement division at the Port Au-
thority of New York and New Jer-
sey, replacing the retired Joseph P.
DeMarinis. Najib A. Budeiri re-
places Mr. Vasquez as assistant

manager. Three other newly
created positions at the Authority
also have been recently filled: Jo-

seph J. Luby, to administrator of
insurance and workers compensa-
tion programs from supervisor of
insurance programs; Howard Sil-
fin, to administrator of mainte-
nance evaluation engineering pro-
grams from maintenance evalua-

tion supervisor-mechanical and
William M. Connell, to adminis-

trator o f safety and environmental
programs from employe safety su-
pervisor.

***

James Buhl has been promoted
to manager from assistant man-
ager of the group insurance pro-
gram at Crown Zellerbach in
San Francisco, replacing S.S.
Philbrick, who retired after 23

years in the department. A reorga-
nization of the department also re-
sulted in two other promotions:
Barbara Peoples was given the ti-
tle of supervisor of group insur-

ance accounting and Cheryl
Chiene was promoted to group in-
surance analyst from the pension
department.

***

Indian Head Inc. of New York

has appointed Lawrence A.

Johnes vp and treasurer of the
company. Mr. Johnes, who comes
to Indian Head from Manufactur-

ers Hanover Trust where he was

senior vp in charge of that
company's leasing corporation,

will be responsible for risk man-
agement, corporate financing,
bank relations, cash management

and taxes. His prior experience in-

Johnes Cederholm

cludes staff and line positions at

Citicorp and CBS's Holt Rinehart
Division. An accounting graduate
of Brooklyn College, Mr. Johnes
also hclds an M.B.A. in finance

from New York University. He re-
places Ralph S. Brown Jr., who re-
s.gned.

***

American Chain and Cable Co.

Inc., of Bridgeport, Conn., recently
reorganized its insurance depart-
ment, naming Warren B. Ce-
derholm manager of risk and in-
surance. Mr. Cederholm has been

with the company 10 years and
holds a B.S. degree from the Uni-
versity o f Connecticut. Previously
manager o frisk and insurance, Mr.
Cederholm is a member of the

Bridgeport Tax Forum, Manufac-
turers Assn. o f Southern Connecti-

cut Tax Committee and the Tax

Executives Institute.
***

Lou Mongeluzzi has joined
Lionel Corp. in New York as cor-
porate risk manager from assistant
director of insurance for A&P in

Northvale, N.J. He will report to

Ward Cavanaugh in that position.
Mr. Mc,ngeluzzi has a B.B.A. de-
gree in finance from City Univer-
sity ofNew York. Hereplaces Ehei-
la Roberts, who has moved to Co-
lumbia Pictures.

***

Richard P. Wilber has joined
Middle South Services of New Or-

leans in the newly created position

World-Wide Well Control Specialists
Insurance against disaster. contro of well, clean up and
containment expenses, seepage and polution liability, re-
drilling expenses and physical damage. Land and offshore,
anywhere in the world. c- TheWetzel

Company, Inc.
2000 South Post Oak, Suite 2400
Mailing Address: P.O. Box 66452

i Houston, Texas 77006

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

Only through Agents /Brckers

o f manager of risk finance and in-
surance. Mr. Wilber, most recently
at the brokerage firm of LaMair-
Mulock-Condon of Des Moines,
Iowa, will report to Conrad Faulk.
Before joining LaMair-Mulock-

Condon, Mr. Wilber was corporate
manager of insurance and claims

for Kroger Foods. He is a graduate
of NE Missouri State University.

***

Time Inc. o f New York has hired

Marsha Vovak Springut as its new
assistant insurance manager,

where she will be reporting to
Richard Newcomb. The position is
one that is being filled after several
years of going vacant, according to
Mr. Newcomb. Ms. Springut re-
cently left Royal Globe Insurance
Co. of New York, where she was

underwriter for special accounts.
Before that, she was a casualty

writer for Employers ofWausau. Ms.
Springut is in the process ofcom-
pleting her M.ELA. work at New
York University. She has an M.A.
from Boston University.

***

Clifford Searcy has been named
insurance manager of Dart Indus-
tries Inc. in Los Angeles, reporting
to Eugene F. Johnson, newly-

named director ofcorporate insur-
ance as reported. Mr. Searcy has
been manager of insurance at P.R.
Mallory & Co. Inc., anew Dart sub-
sidiary acquired in January. He re-
places John Oddy, who left Dart in
early February to join Carnation

Co. in Los Angeles. In an earlier
item, Mr Johnson was incorrectly
said to have replaced Mr. Oddy.

The company's plan is for Mr.
Johnson to replace in early 1980
William A. Miller as vp-insurance,
when Mr. Miller will leave the in-

surance department for another
job within Dart.

***

Richard M. Hlatki has just

joined Phillip Morris in New York
in the newly created position of
manager of insurance planning
and research. Mr. Hlatki, 30, joins
Phillip Morris from ABC Inc.,
where he was manager o faccident
prevention and property protec-
tion. In his new position, Mr.

Hlatki will be in charge of risk
management and new insurance
needs ofthe company. Reorganiza-
tion o f the department also result-
ed in the promotion of assistant
insurance manager Robert Magen-
dorf, 36, to manager of insurance

Letters column...
Continued from page 12
required there.

The increasing trend toward ad-
mitted insurance in the Mideast re-

quires the U.S. producer to be
presentinthatareatocontinuegiv-
ing his clients the best service they
deserve. The producer has to keep
his image and follow his clients
wherever they establish them-
selves.

This entails heavy responsibili-
ties: expenses for travel and ac-
commodation, high salaries for
qualified personnel in the Mideast,
time and effort. Only a handful of
the largest international brokers
can afford this and then their ser-

vices are usually limited to one or
two employes. At bestthe U.S. pro-
ducer enters into joint ventures
with local agents whereby an
agreement is reached zo split com-
mission. The practice of giving the
local insurances in the Mideast to

the international carrier in the

States does not give the producer
the prestige he desires as the local
employes of the branch or agency
in that area cannot give the per-
sonalized service the broker would
want for his clients.

Near East Agencies are well es-
tablished in the Mideast. Near East

Agencies are ready to act on behalf
of the U.S. producer who needs 10-
cal admitted insurance in the Mid-

east by providing the full facilities
and services of their offices and

errors &

omissions

• Arthur W. Ericson is the vp
and associate actuary for Pruden-
tial Insurance Co. ofAmerica who

was quoted on the new Prudential
group legal insurance plan in Cali-
fornia in the Feb. 19 Benefit beat

column. His name was misspelled
due to a typographical error.

• A&P purchased inland marine
coverage in the Belgium market,
not fire insurance as reported in
the Feb. 19 issue ofBusiness Insur-

ance. Thepolicywaswritten by the
Belgium Underwriting Organiza-
tion.

professional personnel.
This will benefit the producerby

givinghimtheopportunitytocapi-
talize on the local expertise o fNear
East Agencies, save time, money
and effort on servicing his client's
needs in the Mideast and keep his
usual commission on all local acl-

mitted lolicies.

J.T. Sliheet

Near EastAgencies(U.S.A.),Hous-
ton, Tex.

management. Both men report to
Paul Goldschmidt, director of in-
surance.

***

Kirk Martin has been named

corporate insurance manager for
Wyatt Cafeterias Inc., in Dallas, re-
placing Charles Cone, who re-
signed. Mr. Martin, 28, comes from
The Travelers Corp. where he
spent six years in claims and com-
mercial underwriting.

***

Simon P. O'Leary recently
joined ARA Services of Philadel-
phia as benefits administration

manager, reporting to Howard
Kentfield, director of corporate
benefits. His responsibilities in-
clude the management ofall exist-
ing benefit plans such as savings
and profit sharing, medical, HMO,
life, disability, service award, vaca-
tion, holiday and paid time off. He
will also handle annual ERISA fil-

ings and compliance with other ex-
isting legislation. Mr. O'Leary
comes to ARA Services from

Chilton Co., where he was benefits
manager.

***

Dale E. Graves has been elected
a director of each of First Farwest

Corp.'s three insurance subsi-
diaries: First Farwest Insurance

Co., Farwest American Assurance
Co. and National Hospital Assn.
Mr. Graves, who has been with
First Farwest of Portland, Ore., for
10 of the past 12 years, currently is
a corporate vp with responsibility
for the group insurance operations
and claims departments.

We'd like to report on staff
changes in your risk management
or emplove benefits department.
Just drop a note to Stuart Emm-
rich, Business Insurance, 708 Third
Ave; New York, N.Y. 10017 or call
212 986-5050.

insurance & Risk

Management
Professionals

Pacific Gas and Electric Company, supplying energy
to over three million customers in northern and central
California, has immediate openings for two experi-
enced Insurance and Risk Management Profes-
sionals in the insurance department in San Francisco.

COORDINATOR OF

INSURANCE ADMINISTRATION

Assist in the development and administration of the
property and casualty insurance and risk manage-
ment prog-ams for the company and its subsidiaries.
Advanced degree, preferrably in Finance, Economics
or Accounting, with 6 to 10 years recent experience in
insurance and risk management, including a CPCU,
ARM or equivalent preferred.

COORDINATOR OF

PROPERTY LOSS CONTROL
Assist in the planning, implementation and adminis-
tration of various property loss control programs. Re-
sponsibilities will include negotiating insurability stan-
dards with insurance companies, establishing self-
inspection programs, reviewing the design, Imple-
mentation and cost effectiveness of property loss con-
trol programs. A technical degree, plus the profes-
sional engineering designation in fire protection, with
CPCU, ARM, or equivalent preferred. 6 to 8 years
recent experience required.
These positions report to the Manager of Insurance and
require the ability to communicate with all levels of man-
agement and will assume immediate responsibility.
Please send resume including present salary and re-
quirements and complete work history in confidence to:

John W. Clemson

Pacific Gas and Electric Company
Professional Employment Department

245 Market Street

San Francisco, CA 94106
Equat Opportunity Employer M/F/H
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linoonewilltalk turkeywithyou
about self-insurance,
that's un-American.

If you're thinking about self-insurance, we're ready to talk turkey. Because
American Mutualis a recognized authority in helping employers convert Group
Health plans to self-insurance.

And talking turkey -with no gobbledygook- is the American way, the
American Mutual way.

American

AAutual
INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want -0 keep you safe, and sound.


