average $28,800, gain status

By REBECCA A. FANNIN

NEVWW YORK-Risk managers
are paid an average of $28,800 a
year, are increasingly reporting to
vice presidents and have gained in-
creased responsibilities and higher
levels of education since 1968, re-
veals a study sponsored by the
Risk & Insurance Management So-
ciety.

"There were no surprises in the
study. It just reinforces what's go-
ing on in the field," said Robert S.
Spencer, RIMS president and vp-
insurance at Fuqua Industries in
Atlanta. "Risk managers are gain-
ing importance and we're only just
beginning to mature.”

But Don Gough of Sibson & Co.
Inc., the firm that conducted the
study last fall, said it was dissap-
pointing to learn that "there are
still some out there who purchase
insurance and haveno loss preven-

tion duties.”

Regardless, one of the most sig-
nificant findings of the study was
that the responsibilities of risk
managers have grown tremen-
dously, Mr. Spencer said.

The study revealed that almost
50% of risk managers report to a
vice president, compared to 23%
who said they reported to a vice
president in a 1968 survey.

The 84-page study represents a
38% response from a total of 2,600
questionnaires sent to the society's
members. Mr. Gough said the re-
sponse was adequate for profile.

The highest paid risk manager
earns $60,000 or more while the
lowest paid earns less that $15,000,
the comprehensive survey says.

While the study found that the
most important factorin determin-
ing compensation was the size of
the company, Sibson also con-

INnsurers embrace

new DNA resea rch

BY KATHRYN J. McINTYRE

CHICAGO-Tinkering with the
essence of what makes us tick and
the mystery of creation makes for
bone-chilling movies and books.
Recombinant DNA research in
one's backyard sends shivers up
people's spines.

But the most skittish group of
people around - insurance com-
pany underwriters - are appar-
ently coping with these uncharted
risks. For example:

. Princeton University reports
it will be able to meet an insurance
requirement in a pending locallaw
that would regulate recombinant
DNA research.

. Risk managers at other univer-
sities conducting recombinant re-
search say they have not been
saddled with an exclusion for the
new risk in their comprehensive
general liability policies.

. The one private company that
did encounter difficulty in obtain-
ing insurance last year expects no

insurance problems this year for
the most advanced level of re-

search.

Concern overa potential disaster

in DNA research is now most visi-

The inside

ble in Princeton, where that presti-
gious university is planning to
build a laboratory to conduct ad-
vanced research and the commu-

nity wants to regulate it by local
law.

A section of the law requires a
recombinant DNA researcher in
Princeton to maintain $1 mil-
lion/$5 million in liability insur-
ance against personalinjury and $1
million of insurance against prop-
erty damage. In lieu of insurance,
proof of available assets in those
amounts is required. The borough
must be indemnified and held
harmless from any liability in the
event of an accident involving re-
combinant DNA research.

Princeton University maintains
$22 million of liability insurance
from the first dollar ofloss. Univer-
sity insurance manager Harry Rid-
dell said "we can supply either
one" of the borough's requests for
liability protection. Though he
hasn't yet discussed DNA research
with his CGL insurers, Mr. Riddell
doesn't expect his insurers to ex-
clude coverage for DNA research.

That appears to be a fair predic-

Continued on page 40
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cluded that six other factors affect
salary: type of industry, area of
concentration, type of risk man-
ager, reporting level below the
chief executive officer and geo-
graphic location ofcorporate head-
quarters.

The average salary for a com-
pany with sales of $5 billion or
more was $34,200. This compares
to a much smaller company with
sales less than $100 million that
pays a risk manager an average of
$24,500.

This relationship of compensa-
tion to size of organization illustra-
tes that there is both a need for a
higher degree of professional skill
and an appreciation of that skill
within larger organizations, the
Sibson company concluded.

By looking at area of concentra-
tion, the report concluded that a
risk manager with duties in em-

Continued on page 37

3 train disasters Kill 20

Photo: Wide World

Firemen in Waverly, Tenn. spray water on c derailed tank car containing propane gas in an

attempt to keep the -:ar from exploding. Andher tank car exploded earlier, killing 12 persons

and devastating n large area of this Tennesee city. Twenty persons :lied in three railroad

accidents in one week, prompting promises of federal action on rail safety. Story, page 2.
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American Can employes test
new flexible benefits prog ram

By REBECCAA. FANNIN

NEW YORK-American Can Co.
is testing a benefits program that
offers employes more flexibility in
benefits than any other corporate
benefit package.

Neither American Can nor em-
ployes will pay extra for the pilot
program which has been under
study for two years. Hewitt As-
sociates designed the innovative
plan and the benefits will be un-
derwritten by. Metropolitan Life.

The flexible benefit approach,
also used on a smaller scale at TRW
Inc. and Princeton Educational
Testing Service, naturally grew out
of trends to offer options such as
dental, long term disability and ex-
tended medical coverage, said
Thomas Russo, product manager
at Metropolitan Life.

Only salaried employes partici-
pate in the program which was
introduced Jan. 1 on a trial basis
for 760 employes in the consumer
towel and tissue group of Ameri-
can Can. Ifsuccessful, the program
will be extended to salaried em-
ployes throughout the company.

"With the introduction of this
new program, American Can has
taken yet another step toward en-
hancing its image among employes
as a good place to work," said Sal J.
Giudice, senior vp of human re-
sources. "lhis is a mgior move to
make our benefits program more
responsive to the different needs of
.our employes."

Although flexible, American
Can's proiram isn't modeled after

the "cafeteria approach" to benefit
planning, which, in its purest form,
converts salary plus benefits to raw
salary. The employe then Eelects
any combination of benefits and
salary or can take all benefits in the

form of direct salary.

According to Mr. Russo, the
cafeteria approach "won't ever
come to the floor" because the em-
ployer has a moral obligation to
make certain that each employe

has some benefits.

American Can's program con-

Ford to use

sists of required core benefits and
optional benefits beyond the core
level.

Core coverages are provided at
no cost to the employe for basic
medical, life, vacation, disability
and retirement/capital accumula-
tion benefits. These core benefits
are less than benefits provided
other employes not in the pilot
program. Employes are permitted
to opt for additional coverages in
these areas by using flexible credit
dollars generated by taking the dif-

Continued on page 41

subsidiary

for dealer insurance

BY KATHRYN J. McINT¥RE

DETROIT - Ford Motor Co. is
responding to dealer requests for
better product liability protection
with an umbrella liability insur-
ance policy underwritten by the
Ford subsidiary American Road
Insurance Co.

American Road, a subsidiary of
Ford Motor Credit Co., is expected
to file the policy early this month
with state insurance departments
and offer it to Ford and Lincoln-
Mercury dealers as approvals and
licenses are secured. Available
limits will rangc t rom $1 million to
$5 million, Ford president Lee A.

lacocca said at the recent Cnicago
Auto Show.

Forri rierl i n pri t.7 inm m An- nn rig__

tails of the new insurance policy,
saying the program still has certain
specific items that need to be
finalized.

Car dealers are becoming in-
creasingly uneasy about their ex-
posure to product liability law-
suits, especially since a $128 mil-
lion judgment was leveled against
Ford in California last month (Bl,
Feb. 20). The dealers say they find
themselves also routinely named
in suits against the automakers
and their insurance premiums are
skyrocketing.

As a result, the National Auto-
mobile Dealers Assn. (NADA) is
pressing automakers to adopt in-
demnification clauses in their

OrrnriN/ All N/No 92
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20 die In 3 separate railroad accidents

By JERRY GEISEL

WASHINGTON-Twenty per-

sons were killed and thousands
evacuated from their communities
following three separate railroad

UNDERWRITERS AGENCY,

INC.

ARCHITECTS

accidents m one week in which
tank cars derailed spewing toxic
chemicals -nto the air.

In the wake of the accidents,
Transportation Secretary Brock
Adams said he might propose a

- task force to draft new safety rules

governing the rail transport of haz-
ardous substances.

Tennessee Gov. Ray Blanton, in
whose state two of the accidents
occurred, urged consideration ofa
more drastic measure: nationaliza-
tion of the railroads. Gov. Blanton
maintained railroads lack the fi-
nancial resources to keep their
equipment in - sound operating
condition.

The chain of events, in what was

officers.

Hours after the Florida accident,
an lllinois Central Gulf freight
train cracked up in Cades, Tenn.
about 80 miles west ofthe first acei-
dent in Waverly. One of the de-
railed cars carried sodium hydrox-
ide, a chemical that burns the skin
upon contact. About 200 Cades res-
idents were evacuated from the
area, but there were no reported
fatalities or injuries.

The Louisville & Nashville (L &
N) accident not only appears to

have resulted in the greatest loss of '

life and the most extensive prop-
erty damage, but also leaves the
most questions unanswered.

The 92-car L& N freight liner left

Nashville without incident in the

late afternoon to begin its trip to
Memphis.

In Waverly, the 17th through
40th cars derailed, probably
caused by a broken wheel, a
spokesman for the National Trans-
portation Safety Board (NTSB)
said.

Two ofthe derailed cars werelig-
uid tankers containing volatile lig-
uid propane gas. A spokesman for
L & N said the railroad immedi-
ately and continually tested for evi-
dence of leaking gas.

When none could be found, L &
N officials decided to remove the
other derailed cars first. Two days
after the accident, L&N began the
delicate job of transferring the lig-
uid propane from the derailed car

Continued on page 38

and to become one of the most disas-
trous weeks in recent railroad his-
ENGINEERS tory, began with the derailment of

a Louisville & Nashville freight
train in Waverly, Tenn., a town of

5,800 persons 62 miles west of
Nashville.

PROFESSIONAL LIABILITY
INSURANCE

No fatalities occurred in the ini-
tial accident, buttwo days afterthe
wreck a derailed tank car contain-
ing liquid propane exploded mo-
ments before its contents were to
be transferred to a tank truck. At
least 12 persons died in the explo-
sion.

Two days after the Waverly ex-
plosion, an Atlanta & St. Andrews
Bay Railway freight train derailed
jn the Florida Panhandle, spewing
a cloud of deadly chlorine gas.
Eight persons were killed by the
fumes, 60 hospitalized and more
than 2,000 residents of Bay County
evacuated from their homes by
state and county law enforcement
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OSHA alleges 'willful' violations;

fines elevator $116,000 incrackdown

GALVESTON, Tex.-The Occupational Safety & Health Administra-
tion says it found 17 violations of safety procedures at a grain elevator
here that exploded last December, killing 18 workers.

OSHA levied $116,000 in fines against the Farmers Export Co. in con-
nection with six serious violations and 11 willful violations. OSHA said
the Department of Labor is conducting an investigation to determine
whether criminal charges should be brought.

Willful violations involve "intentional and knowing" disregard of
safety procedures. The 11 willful violations included failure to use ap-
proved means of moving rail cars in and out of the elevator's car dump,
allowing smoking in dangerous areas, not-requiring specific approval for
welding, failure to clean up grain spills, failure to have internal fire alarms

to warn occupants ofa fire and lack of an employe fire safety and evacua-
tion program.

Insured losses in February storms top $48 million
NEW YORK-Insured losses from the winter storms that bombarded
the Northeast and California last month total at least $48 million, esti-
mates the American Insurance Assn.
Losses in Massachusetts from the snow that blanketed the New En-
gland states in mid-February totaled $37.7 million, not including damage
insured through the federal flood program or business interruption poli-

cies.

The two rain storms that lashed California caused $13.5 million in
damage, the AIA said.

Michigan sues Farm Bureau, Northwest unit

LANSING - The state of Michigan is suingtheMichigan Farm Bureau
and a unit of Northwest Industries Inc. for $119.2 million in connection
with 1973 feed mixup that resulted in the destruction of two million
animals in the state.

The state is asking the Farm Bureau and Velsicol Chemical Corp., the
Northwest subsidiary that produced the chemicals involved in the acci-
dent, for $59.2 million to coverthe costs ofdestroying animals which were
accidently given feed contaminated by a fire retardant.

The Michigan Farm Bureau so far has paid about $40 million to settle
claims from the incident; Northwest is believed to have paid a similar
figure.

Fire losses climb 5% in 1977

NEW YORK - Fire caused an estimated $3.75 billion in damages in
1977, an increase of $193 million or 5.4% over the 1976 figures. The Insur-
ance Services Office said monthly losses in 1977 ranged from a low of$259
million in November to a high of $362 million in February.

Court orders iury trials in age bias suits

WASHINGTON-The Supreme Court unanimously ruled last month
that a person who charges that he or she was a victim of age discrimina-
tion is entitled to a jury trial.

The case involved a 48-year-old employe of The Lorillard Co., who
claimed she was dismissed in 1975 as part of company policy to retain
young employes while firing older ones.

Justice Thurgood.Marshall, who wrote the court opinion, said the 1967
federal act against age discrimination calls for a jury trial. Lorillard con-
tended the federal law only granted a trial before a judge.

Delta denied government payments in '73 crash

WASHINGTON-The Supreme Court has declined a petition by Delta
Airlines for review of a lower court decision denying government in-
demnification for damages the company paid in connection with the
crash ofa Delta airliner in 1973 in Boston in which 89 persons died. Delta
contended part of the blame belonged to a air traffic controller.

New York moves to restrict fronting

NEW YORK-The New York insurance department is proposing a
regulation to eliminate fronting when there is a prior agreementthat the
fronting insurer will cede the risk to a company's captive. The depart-
ment says they cannot properly regulate unlicensed insurers, who may
have undue influence on claims handling.

A hearigg on the proposal will be held March 22 at the World Trade

Orntor,m A



the benefit beat,

MOBIL OIL is paying bonuses to
employes who hold their benefit
costs below the maximum com-
pany contribution as part of the oil
company's cost containment pro-
gram. Last year Mobil paid em-
ployes $1.4 million in bonuses,
with the average family receiving
$55. Manager of compensation and
benefits Robert B. Peters said the
company also introduced second
opinions on elective surgery on a
trial basis to determine if the popu-
.ar technique is cost effective.
Also added to the benefit program
was coverage for ambulatory sur-
gical care, preadmission testing
and treatment in extended care
facilities, alcoholism facilities and
by home health care agencies.
Mobil uses deductibles to dis-
courage abuse of benefits, Mr. Pe-
ters said. The comprehensive med-
ical plan deductibles range from
$50 to $200 per individual, depend-
ing on salary, and employes must
pay 20% of the cost of medical care.
Administration has been simpli-
fied by combining surgical, hospi-
tal and extended benefits into a
single plan with employes choos-
ing either individual or family

coverage.

ATLANTIC RICHFIELD is abol-
ishing mandatory retirement for
7,500 non-union employes. ARCO
vp William Read said the Los
Angeles-based oil company made
the move because "we suspected it
was a change whose time has
come." Employes who remain on
the job past 65 will not receive any
additional pension benefits. Work-
ers must make a formal request to
continue working, undergo a phys-
ical examination and have their
work evaluated. California last
year passed legislation abolishipg
mandatory retirement at any age
and Mr. Read said ARCO expects
Congress to enact legislation rais-

ing the national age for mandatory
retirement to 70.

MINE WORKERS engaging in
wildcat strikes will not be fined $20
a day to reimburse the union's
health and welfare funds underthe
latest tentative contract now await-
ing ratification. The previous
agreement, rejected by the miners
bargaining council, would have
fined wildcat strikers and cutoff
their health and welfare benefits
after 10 days off the job. The new
contract also drops the benefit cut-
off provision. Like the previous
agreement, the new proposal guar-
antees health and welfare benefits,
although medical coverage de-
ductibles are instituted.

The new contract provides for
scrapping the 1974 Benefit Trust
in favor of providing benefits
through insurance company con-
tracts, while keeping the 1950 Ben-
efit Trust with employers increas-
ing their contribution per ton of
coal mined by 75%. Coal owners
agreed to reimburse miners for
medical expenses the workers
have been forced to pay since a
rollback in benefits last July. That
could cost employers $5 million. In
addition, employers agreed to pay
February pension benefits not re-
ceived by miners retired under the
1950 Pension Trust. That could
cost coal operators $20 million.

FORD'S AEROSPACE and com-
munications division and the In-
ternational Electrical Radio and
Machine Workers have agreed on a
new 40-month contract covering
2,700 workers that is expected to
boost the cost of fringe benefits by
$1.62 an hour. Under the agree-
ment, which covers employes at
the Ford plant in Connersville,
Ind., the mgjor medical benefit will
be boosted in three stages to
$100,000 from $50,000 over the life

of the contract. Company-paid life
insurance will increase to $15,000
from the current $10,000. Death
benefits for surviving spouses
have been lifited to $3,000; the old
benefit was $1,000. A dental plan
has been established which will
cover 80% of the cost after a $25
deductible. The number of paid

holidays has been boosted to 44, up
from 32.

In addition, Ford agreed to pay
workers for eight holidays missed
during an 83-day strike. Ford also
agreed to pay one-half of the insur-
ance premium for medical and
hospitalization coverage for re-
tirees; retired workers previously
had to pay the entire premium.
Employes now can retire after 30
years of service and receive full
pension benefits. Under the old

agreement, an employe had to be at
least 58 years old and work for 30
years to qualify for a full pension
benefit. The maximum pension
benefit has been lifted to $500 a
month, up from $240 a month
under the old contract.

POST-RETIREMENT increases in
pensions were granted last year by
one-third of 72 major corporations
surveyed by consultants Towers,
Perrin, Forster & Crosby. Twenty-
five companies gave all retirees
one-shot increases last year. Two
companies increased pensions
only for salaried retirees and two
firms upped pensions only for
hourly retirees. Most of the com-
panies gave percentage hikes

based on length of time an indi-
vidual had been retired. The next
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most popular formulas were a flat
dollar amount based on the length
of service and a flat Dercentage in-

crease.

B.F. GOODRICH is bargaining
with the United Rubber Workers
for a no-strike agreement in return
for the guarantee that Goodrich
workers will get benefits and
wages according to future pattern-
setting contracts. Goodrich always
ends up following the pattern set
by one of the three major tire
makes anyway, said manager of
union relations Jack Johnson, so
there's no sense to strike over in-
dustry issues.

As part ofthe no-strike proposal,
Goodrich is asking its URW work-
ers to ratify a 90-day extension of
the current contract which expires

WHO'D REINSURE
A RESORT WHERE
EVERYONES GOING
DC)VWNHILL?

PRUDENTIAL RE.

April 20, 1979. That would put

Goodrich three

negotiations
months behind the mAjor tire
makers-Goodyear Tire & Rubber
Co., Firestone Tire & Rubber Co.
and Uniroyal Inc.-with the hope a
pattern-setting settlement would
be reached in that time. Nonethe-
less, Goodrich employes would be
precluded from striking if a
pattern-setting agreement hadn't
been reached. Under the no-strike
proposal, industry economic is-
sues and non-economic Goodrich
issues would be subject to arbitra-
tion but local non-economic issues
would be subject to strikes.

A URVWV committee is studying
the proposal and could kKill it with a
recommendation against it, ob-
served Mr. Johnson. To make up

Continited on jbtlowing page
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the benefit beat

Continued from preceding page
for the 90-day delay of a new con-
tract, and to induce ratification ofa
new contract in '79, Goodrich is
promising each URWV worker a
$200 cash bonus when new con-
tracts are effective. In addition,
Goodrich says it will open up to
hourly employes its stack pur-
chase plans.

NATIONAL HMO marketing net-
work and the functions it could
serve will be studied by the Group
Health Foundation under a grant
from HEWV's division of health
maintenance organizations. While
The Blues and major commercial
health insurers can offer a single

premium and coordinated claims
administration to national em-

ployers, HMOs are at a disadvan-
tage with their numerous contracts

and lack of portable benefits, says

the Health Assn. of

Group
America, the HMO trade group.
The study, to be completed in July,
willlook at thepossibilities of ana-
tional marketing agent for prepaid
accounts, uniform coverage for
out-of-area claims, transfer of
membership between participat-
ing HMOs, national periodic
evaluation of HMO services, de-
velopment of new benefits and risk
sharing participating
HMOs, The study will also con-
sider a national HMO information

among

center that could maintain central
files on marketing, premiums and
benefits, coordinate billing to na-
tional accounts and evaluate par-
ticipating HMOs' performance.

HMO CZAR has been appointed
in the Department of Health, Edu-

cation and Welfare. Howard Veit,
who served for a year as a consul-
tant to the federal HMO program
before becoming an assistant
commissioner with the Mas-
sachusetts Public Health Depart-
ment,. was finally selected after a
long search by HEW. Mr. Veit is
charged with coordinating the
formerly separate functions in
HEW of HMO qualification and
compliance with grants and loans.
His background in HMO operation

includes serving as health center

administrasor and director of
community programs for the Har-
vard Community Health Plan in

Boston from 1971 to 1975.

CITY OF MEMPHIS pension
board for the first time has granted
a disability pension for psycholog-
ical injury. The board refused in
1976 to grant a disability pension to
a patrolman who said he suffered
psychological injuries as a result of
killing two holdup men in a liquor
store robbery in 1970. But last
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month the board reconsidered the
case and, based on medical proof
developed since 1976, decided a
phobic, traumatic neurosis had
developed which was directly
caused by the shooting incident.
The patrolman will receive $5,500

annually. Complicating tl case,

however, was the patrolman's de-
pendency on alcohol which ulti-
mately cost him his job in 1976.
Under the Memphis pension sys-
tem, the board can deny benefits if
disability is due to alcoholism or
drug abuse. But the board, after
hearing the expert testimony, de-
termined that the patrolman's al-

coholism was not any way related

to the disability. The board's de-
termination that the patrolman
was injured in the line of duty as-
sured him an annual disability
pension benefit of at lea5t 50% of
salary 12 months prior to retire-
ment instead of the standard
Memphispensionformulaof2.25%

of annual salary for each year of
service. Memphis pension admin-

At Talbot Bird we think marine insurance is a personal business. Here you deal with
people, not policies; experts in Ocean and Inland Marine coverage who are among the top
professionals in the business. They have the knowledge, experience and capability to

prove it. So when problems loom large borrow a little of our talented marine help.

Talbot, Bird & Co.,Inc.

Marine underwriters and Managers
156 William Street, New York, N.Y. 10038
Chicago * San Francisco * Los Angeles « Seattle
Tampa ¢ Boston ¢ Dallas *« Richmond ¢ Vancouver

istrator Edward Hastey said the
board isn't concerned that it has
set a precedent. "We'11 consider

each case on its merits,"” he said.

Benefit Beat keeps insurance
managers, emplove benefit man-
agers and brokers informed of
changes in progralns around the
nation. We'd like to know ift/O11've
made anv changes or know of any
important developments. Write
Gfeg David, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or call 312-649-5279.

House agrees
to continue

OPIC to '80

WASHINGTON-The House
has approved legislation extend-
ing the life of the government
agency that provides political risk
insurance and loan guarantees for
companies investing abroad.

By a 191-165 margin, the House
voted to continue the underwriting
authority of the Overs*as Private
Investment Corp (OPIC) until
Sept. 30, 1980.

The measure now must go to a
conference comrnittee to clear up
differences between the House bill
and the legislation the Senate
passed last September.

The most significant difference
involves a House amendment re-
quiring 50% of all OPIC insurance,
reinsurance, loan guarantees and
financing activities go to small
businesses. The Senate bill lacks
such a restriction.

INn an interview with Business
Insurance last month, acting OPIC
president Rutherford M. Poats
warned that putting OPIC busi-
ness on a quota system would
sharply limit the availability of in-
surance for large corporations who
are the mgjor clients for political
risk insurance.

Under amendments adopted on
the House floor, OPIC would be
forbidden to provide insurance for
copper mining products and for
projects involving the production
of palm oil, sugar or citrus crops
for export to the U.S. The Senate
bill does not contain those restric-

tions.

The house bill directs OPIC
to end its joint direct underwriting
arrangements with private insur-
ers; the Senate bill would permit
OPIC to end that arrangement
rather than forcing such action.

OPIC, in fact, already has taken
steps to comply with the House
legislation. The Overseas Insur-
ance Investment Group, a joint
OPIC-private insurer pool, has
been disbanded.

A new underwriting group,
known as the Overseas Investment
Reinsurance Group, has been es-
tablished in which a consortium of
14 private U.S. and foreign insur-
ers will join a reinsurance pool.

Although final shape of the bill
won't be known until it emerges
from the conference committee,
the vote to continue OPIC is a
major victory for the embattied
agency that was fighting for its life.

Opposition to extending OPIC
was led by the AFL-CIO, which
charged the agency contributed to
the loss of jobs in the'LAS. by en-
couraging investment abroad.

But OPIC staffers said the
agency was notinsuringthetype of
plants-such as steel mills in
Japan-that were contributing to
the loss of American jobs.

OPIC also stressed that the
agency screens applications to
weed out projects that have a nega-
tive impact on U.S. employment.
One out of 14 applications for
OPIC insurance was rejected for
this reason, noted Rep. Bill Alex-
ander (D-Ark.) during the debate
on the House floor.
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Vice President Bill Sprague, Sprague Construction Company

of St. Joseph, Missouri, used this 2X6 scrap of white pine

to promptly record an accident report.

One thing about effective
partnerships-they don't
get bogged down ina lot
of red tape. Bill Sprague
knew we would value
prompt reporting of this
injury more than having it
submitted on the

proper form. So, he used
the nearest piece of
writing material he could

lay hands on-a scrap
of lumber.

The pine plank isn't so
important, but Sprague's

responsiveness is. "As long

as I've been taki ng
accident reports, I've

like thisi' was our

s partnership

representative's reaction.

Get the Wausau Story

Theraw

material

foran

iINsurance

But he wasn't surprised.
Because one of the key
elements in our concept
of insurance "partnership"
is constant, mutual

concern. Immediate action

benefits everyone...

injured employee.

This unconventional

report may seem
likeasmall-even
insignificant-thing. But
when policyholder and
insurer pay attention to the

small things, they construct

abigthing...a

business insurance work

for a living. And, that's
well worth building.

From the Partnership People

EMPLOYERS INSURANCE OF WAUSAU Wausau Wisconsin
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Drug firm execs cleared in fatal plant explosion

By ELLIS SIMON

NEW YORK-Criminal charges
have been dismissed against four
Warner-Lambert Co. executives in
connection with a fatal explosion
at the company's Queens plant in
late 1976 since the officials had
taken steps to reduce the risks.

The fou r officials had been
charged with six counts each of
second-degree manslaughter and
criminally negligent homicide
stemming from the six deaths
which resulted from the blast at the
American Chicle-plant.

In a 25-page opinion handed
down late last month, State Su-
preme Court Justice John J. Leahy
noted "the record is replete with
the inter-corporate memorandums
and letters amongst the individual
defendants evincing an awareness
of the dust condition and a strong

resolve and determination to mini-

The judge's decision 'vindicates our repeated
position that the tragedy was an unpredictable
accident caused by a freak set of circum-

stances.’

-E. Burke Gilbin, Warner-Lambert chairman

mize the risk to well within safe
limits.

"The totality of the evidence (71
exhibits, 58 withnesses and 1,000
pages of minutes from the grand
jury)...
capable conclusion-that the de-
fendants were, for many months,
exercising their various corporate
responsibilities in seeking solu-
tions to the ambient dust prob-
lem that created the primary risk of
explosion.”

can lead to but one ines-

The explosion was said to
have been caused by the ignition of
magnesium stearate dust, a lubri-
cant used in the manufacture ofthe
company's "Freshen-Up" chewing

gum.

The court's ruling noted that
Arkwright-Boston, which under-
wrote the property and business
interruption coverage on the plant,
notified the company of the explo-
sion danger which magnesium

stearate represented, but was satis-
fied that the company had taken
steps to reduce the dust level by
75% to 90%.

While the Queens County district
attorney's office was aware of the
efforts, a spokesman there said the
indictment was sought because it
was felt that steps taken by the
company were insufficient.

The indictment charged that the
company failed to install dust col-
lecting equipment, conform to
New York City and national elec-
tricai wiring codes, monitor and
control use of liquid nitrogen,
eliminate all sources of ignition in
dust accumulation areas and in-
struct employes on the fire andex-
plosion hazard.

However, Justice Leahy ruled as
"untenable" the position that such
actions "showed a conscious dis-
regard of the risk,"” needed to indi-
cate criminal wrongdoing.

Looking for capacity in 1st layer umbrella?

Look to Baccala & Shoop. We've got in-house binding authority
for $5,000,000 umbrella coverage and facilities for more are available.
In addition to the capacity you need, we offer the fast,
professional service you need, too. When you're looking for capacity

Specialists

umbrella from the professionals, look to Baccala & Shoop.

Baccala & Shoop

Underwriting Managers
Property: Primary, Quota Share and/or Excess on All Risks, D.1.C. and Builders Risk.
Casualty: Commercial Umbrella, Excess Liability, Gap Layer, Excess Workers' Compensation.
Home Office: 2 €entury Plaza Towers, 2049 Century Park East, Los Angeles, CA 90067 (213) 553-1333
Southern California: 3345 Wilshire Blvd., Los Angeles, CA 90010 (213) 385-6266

San Francisco: 1 Market Plaza, San Francisco, CA 94105 (415) 777-4300
Houston: 9100 Southwest Freeway, Houston, TX 77074 (713) 777-4530

New York: 88 Pine Street, New York, MY 10005 (212) 943-2070
Seattle: Bank of America Center, Seattle, WA 98164 (206) 624-8711
Dallas: Park Central 11,7540 L.B.J. Freeway, Dallas, TX 75251 (214) 233-0201

The district attorney's spokes-
man said a decision would be made
within 30 days on whether to ap-
peal.

E. Burke Gilbin, Warner-
Lambert chairman and chief ex-
ecutive officer, said the decision
"vindicates our repeated position
that the tragedy was an unpredict-
able accident caused by a freak set
of circumstances.”

"We felt all along that there was
Nno reason for the indictments,”
added insurance manager Ed
Mench.

Warner-Lambert still has to de-
fend several lawsuits brought
against the company by injured
employes and survivors of those
killed. The total of these suits was
put at several million dollars.

However, Mr. Mench said he did
not understand why the suits were
filed since the employes are cov-
ered under workers compensa-
tion. That argument will be a main
contention of the company's de-
fense.

A $45.4 million suit, filed by

Warner-Lambert in December

1977 to collect on its business inter-'
ruption and property insurance
policies with Arkwright-Boston is
still pending.

Negotiations between the two
parties are continuing and there
are no plans atthis time forthe case
to come to trial, Mr. Mench said. -

UK police refuse
aid to insurers

LONDON-Police chiefs in the
U.K. have decided they will not
cooperate with insurance com-
panies over details of stolen prop-
erty because there is too much
strain on limited manpower re-
sources in supplying fulllists of in-
formation.

But they will aid the companies
in detecting fraudulent claims.

Roger Bardell, secretary of the
British Insurance Assn., has
lodged protests on behalf of nearly
300 insurance firms against the re-
stricted information which will be
given in future. "This move is
clearly not in the interests of crime
prevention," he complains.

Underwriters fear that people
could insure valuable property
with several different companies
and claim cash from every com-
pany if it were lost or stolen with-

out any opportunityto trace details

aofF thhe ossae=s - -

Trial lawyer says
‘crisis' a mirage

MONTE CARLO, MONACO--
The product liability crisis has
turnedouttobeamirage, thepresi-
dent of the Assn. of Trial Lawyers
of America (ATLA) told a world-
wide conference here last month.

Speaking before ATLA's first in-
ternational perspective on product
liability, president Tom Davis
noted that according to the federal
task force report there is no wide-
spread problem of unavailability
of product liability insurance.

Furthermore, while insurance
premiums have increased, product
liability insurance costs still
amounts to less than 1% of sales in
many industries, he said.

Mr. Davis blasted the insurance
industry for its calls for changes in
product liability tort law at a time
when property and casualty un-
derwriters earned $2 billion in
profits, he said. -

Group life up

Group life insurance contracts in
December for new or revised pro-
grams totaled $19.5 billion in De-
cember, compared with $16.3 bil-
lion in group contracts for the

same month in 1976.
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When you're surrounded b%/ perils,
we still hold the fort on costs.

Don't face your property and liability risks one at a time.Take

them all on with a Kemper package policy. You'll save as much
as 35% compared to standard rates for individual coverages.

Sometimes more.

Combined _Brope_rty and liability insurance-we invent ways to
keep it flexible.With special programs for everything from
apartment buildings to processing plants. From hotels to factories.

And if you've taken extra steps
to make your business

safe, like sprinklers and r
watch service, we're the °

outfit that can probably

save you even more.

Now, more than ever, it's
time to call out the troops.
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Kem peR insuRance

companies

all she people who caver the territory Your independent agent or broker who represents -
t%e }%eni er Insurance Companies. Oriurita Pete ,tandbridgg, Sales Manager, P We're riding hard
Kemper Insurance Companies, Long Grove, lllinois 60049.
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editorial opinions

Warner-Lambert wins, but others might not

XTARNER-LAMBERT CO. was delighted to learn in

v v mid-February that the indictments against it and
four of its managers were dismissed by an appeals court
judge who didn't think there was enough evidence to
support criminal charges.

This case was all the more interesting to us because
one of the Warner-Lambert officials indicted was the
corporate safety director. Thus, we had noted in an
editoriallast September that any company involved in a
similar situation would have to question if it had gone
far enough to assure the well-being of its employes and
the-safe continuity of its operations.

Indeed, the indictments in the Warner-Lambert case
raised the specter of potential liabilities for corporate
executives after any fatal workplace accident.

But as it turned out, Warner-Lambert showed beyond
any doubt that the company and its executives had gone
to great lengths to fulfill their responsibilities for main-
taining a safe plant. The record, said the presiding judge,
was "replete with evidence" that after receiving com-
plaints from employes about dangerous conditions, and
after receiving a Factory Mutual inspection report, the
individuals cited went to great lengths to mitigate the
risks.

Contrary to initial information, there weren't any vio-
lations of safety rules filed against the company by the
fire department, health department, police department

or any other government agency.

And, in the end, the steps taken to eliminate the dan-
gers of explosion at Warner-Lambert's chewing gum
plant reduced by a whopping 75% the dust concentra-
tions that were thought to be possible causes of explo-
sions. All of this took place six to nine months before
Warner-Lambert's plant was actually rocked by an ex-
plosion thabtook six lives and injured another 55 work-

Warner-Lambert had not only done its best to manage
the risk of explosion, the court found, but it had gone
beyond that to try to eliminate the use entirely of the
dangerous compound that created an explosion risk.
This was all documented by memos that had circulated
internally at the manufacturer.

Warner-Lambert won its case. Another company
might not, with less ddcumentation and less definitive
witnesses.

Risk managers, if they are to fulfill the broad meaning
of that designation, must consider .the potential -out-
comes of action versus inaction when safety 'and loss
control are concerned. We are virtually certain to see
more criminal indictments of the type that ensnared
Warner-Lambert.

A new risk has emerged, that of criminal prosecution
for corporate managers who don't go far enough to en-
sure safety in the workplace.

You must back effo rts to thwart terrorism

ERRORIST ACTS have c%ptured the headllnes in

recent months often enough to put the fear of G
into every corporate executive or visible public off|0|al.

The rash of kidnapings and killings is evidence of the
deep-pocket theory at its worst. While many kidnapings
have been politically motivated, most have been for ran-
som. News of kidnapings for ransom in the U.S. is get-
ting almost as frequent and nearly as bad as a few years
ago in Europe, South America and elsewhere far distant
from our shores, where we hoped it would stay.

But terrorism has become big business, not only for
the terrorists and kidnappers themselves but also for
those companies seeking to educate- potential victims.
and provide bodyguards and other services to prevent
loss of life and property.

Like the product liability "crisis,” the kidnaping and
terrorist threat is resulting in a flurry of news stories
using all kinds of statistics. One wonders where some of
them come from, since sources often aren't identified. A
Chicago newspaper, for example, noted that "terrorist
incidents against the corporate community have in-
creased more than 600% in the last 10 years; there have
been more than 4,000 kidnapings since 1974." No source
indicated.

But those figures become suspect when they're com-
pared with the U.S. Air Force's statistics. The USAF

business insurance

says that from Jan. 1, 1970, until Nov. 1, 1977, it recorded
1,800 episodes ofterrorism, excluding Northern Ireland,
Israel and U.S. These included 512 Killings, 551 assaults:
and 363 kidnapings.

Of the attempted kidnapings, says the USAF, 80%
were successful and 43% of the victims were business-
men.

One set of statistics we could do without is The Rand
Corp.'s estimate that terrorists have an 87% chance of
success in seizinghostages. In addition, Rand believes

there's about a 79% chance that all members of the ter-

rorist team will escape capture or death.

. Frightening. And discouraging. Corporate America
needs to throw its influence, money and cooperation
behind government efforts to thwart terrorists. The bus-
iness community can't afford to assume a low profile on
thisissue, nor shoulditrelyoninsuranceasthe solution.
The trouble is that right now there seems to be little, if
any, reason for kidnapers and terrorists to be deterred
from carrying out their wild schemes. Heartless as it
may seem when valuable human lives are involved, the
U.S. government's avowed policy of refusing to play
ball with terrOlists by denying them negotiatiQns or ran-
som money is the only way to make it clear that's there's

no quick profits awaiting the irrational.

letters

Business Insurance welcomes
lettersfrom its readers. Please keep
volir comments as brief as possibe
and we reserue the right to edit or
shorten letters for clarity or space.
Please send your comments to Let-
ters to the Editor, Business Insur-
ance Magazine, 740 N. Rush-St.,
Chicago, Ill. 60611.

Insurance managers

To the editor: | must say Peter
Downes's article "Insurance, risk .
managers aren't interchangeable”
(Feb. 6) brightened my day.

As an insurance manager who, in
my opinion at least, practices risk
management, | have been some-
what amused over the years by the
struggle for the appropriate desig-
nation.

Right on, Mr. Downes.

K. E. Kerr

Insurance manager, The Steel
Co. of Canada Ltd., Hamilton,
Oont.

Jrial lawyers

To the editor: The statement
made by the executiv.e director of
the California Trial Lawyers Assn..
("Aetna is justified;"” Feb. 6)
further demonstrates the lack of
concern for the public welfare by
this group of individuals. The long
term effect of these outrageous
awards need not be discussed, as
we are all aware of their detrimen-
tal effects on the public and the in-
surance industry. Aetna has under-
taken what | feel is the first serious
effort- to make the general public
aware of the crisis that indeed ex-
ists. We should all take a long hard
look at this situation and try to find
a solution, instead .of worrying
about personal gain.

Douglas R. Railey
Sales representative, Gonder
Insurance Agency, Oakland, Md.

Grain explosion

To the editor: | noted with in-
terest the article "No Panic, But
Tight Markets Loom for Ele-
vators," (Feb. 6).*

The article says, "prior to the
purchase of the ill-fated Galveston
Elevator by Farmens Export, Mil-
lers Mutual had. the coverage 6n
that property." As a matter. for the
record, the previous owner of that
elevator was Cook Industries Inc.
of Memphis, Tenn., and | person-
ally had placed the entire package
of coverage with Protection
Mutual on Aug. 1, 1976, until their
sale of that facility to Far-Mar-Co.
Inc. on June 1,1977. Ourtotalpack-
age coverage was slightly less than
$46 million at that facility.

In addition to the Factory Mutual

Continued on page 36
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The cost of hospitalliability
Insurance iscoming do

Tt's true, hospital liability insurance is more
laffordable now But it's still expensive.

However, there is a way to make it even more
affordable: Self-Insurance

Premiums

A hospital can, in effect, become its own
insurance company if it can successfully
project future losses. And then set aside enough money to cover them.

That's where AlIG Risk Management comes in.

As a pioneer in the hospital risk management field, we have designed and are administering
self-insurance programs for more than 250 hospitals across the country.

And once we've determined that risk management is feasible for your hospital, our broad
experience allows us to tailor a program specifically to your needs.

First, our actuaries analyze all relevant facts-your hospital's size, funding, location, claims
history, etc.-with the help of our computerized simulation model. Then we compute the
amount needed to cover projected losses, and show you how to budget for it.

At the same time, we help you set up a carefully engineered loss-control program. Its goal
is to reduce or avert losses so that fewer, less substantial, claims will be made.

Finally, we can administer all claims, keeping a detailed history for loss control and analysis.

Some of the hospitals we serve assume only part of their risks, and still need additional
coverage from insurance companies. Here, AIGRM can be especially useful. We're associated
with a major writer of excess malpractice insurance, the National Union Fire Insurance Com-
pany of Pittsburgh, Pa. In conjunction with National Union, we can help qualified hospitals
develop awell-coordinated malpractice protection package.

To find out more about how your hospital can insure itself FA-2-—————— 4
and realize significant savings, send for our brochure. And bring 1 %Mﬁ‘gﬁ‘aﬁﬁmEesz;k,lm%mgl
your insurance costs down as far as they can go. -

We welcome inquiries fTom any licensed agent or broks. zasese”d.me.y"\”.rbmgomsgurami

You don't havetobearegular producer to place business with |
an AlG company.

Title Phone

C CcormagpEpooasaranyy
] S N"NdAddrre=s= |
— Il — Il
City State Zip
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Amencan Intemat,onal Group



Itsnoteven

a close encounter...
we continueto
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1977- another
record-breaking year.

Year after year we write more new LTD
cases covering more employees than anyone
else.” In fact, for the past few years we
haven't had even a close encounter with a
single competitor in the number of cases
written and in force. Again last year we wrote
more policies than ever and today we cover
close to one million employees in over seven
thousand companies. Performance like that
doesn't just happen. There are reasons.

Persistent performance.

Putting all those cases on the books is one
thing. The test is keeping them there. And
that's where Unionmutual outshines all the
rest. Through the years, plenty of companies
have "bought" their way into the LTD busi-
ness one year, only to have to price them-
selves out the next. That leaves their clients
with atough decision-pay too much or find
another insurer. In contrast, Unionmutual
policyowners enjoy stability - in their
contracts, their rating structure, and especially
in claims handling.

*Employee Benefit Plan Review April 1977

Expertise
where it counts.

Paying claims promtly, professionally and
efficiently when the timle comes is what it's all
about. And Unionmutuhlis known for claims
expertise. Our LTD benefit specialists have
an average of ten plus years experience and
they are in the business ot providing benéfits,
not denying claims.

We give you
superstar trea tment.
We shine because 04/ people do. All the

premium dollars in the Norid don't count for

much without the knowlhow of pecple who
know what they're up to Our Branch Offices

are staffed with true LTD Drofessionals. They
know the product. They can analyze clien
needs and they sell LTD as a major prodI-Ct,
not as a sideline. More end more knowledge-
able brokers and agents bave come to de-
pend on us to help them shine with their
clients. And those clients nciude many ofthe

bright stars of American industry -leaders in
their fields as we are in Durs.

Unionmutual
in your future?

No other company can offer you the
service-oriented exper.ise we do. To find out
how responsive we can be, ask for a quote or
clip the coupon below.

El- Please send me your LTD brochure.

C Have a representative contact me.
| Name
Firm

Address

City

s =2 _— T =S — =

Mail to: Willard R. Mculton
Director of Disability Products

Unionnutual, 2211 Congress Street
Portlard, Mai -9e 04112

or call: (207) 780-2211 81/4

O Unionmutual

A wide range of Disability, Life Insurance, Pension and Profit Shar|n1g Plans are :a Iable through Jn on Mutial Life Insurance Company, Pcrtland, \Ia|ne 00112,

Unionmutual Stock Life InNsurance Co. of Amerlca Portland Iviainp. 04
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4 companies set up Colorado captives; total 25

By JERRY GEISEL

DENVER-Four new captives
have been formed in Colorado
since the end of last year with six
more insurance subsidiaries now
in the final stages of approval.

The parent companies of the four
new captives are Clougherty Pack-
ing Co. of Los Angeles, Calif.;
Michigan General Corp. of Dallas,
Tex.; Allis-Chalmers Credit Corp.
of Milwaukee, Wis., and AIC Hold-
ing Co. of Denver.

The incorporations bring to 25
the number of captives domiciled
in Colorado under the state's
unique law.

Clougherty, Michigan General
and Allis-Chalmers each have capi-
tal and surplus of $1 million. AIC
Holding Co., owned by seven re-
gional Caterpillar dealer associa
tions, has capital of $400,000 and
surplus of $1.85 million.

AIC Holding Co., whose captive
is the Aspen Indemnity Corp.,
chose to incorporate in the Rocky
Mountain state instead of offshore
because it "would be better ac-
cepted and recognized," according
to president R.T. Amis. "Basically,
we wanted to be an American
companyandlivewithinthelaws."

The rapid escalation ofinsurance
costs was the impetus for setting
up the captive. "The cost was get-
ting horrible and we thought we
betterdosomethingaboutitbefore
the situation deteriorated any
more," Mr. Amis observed.

Aspen will be used to underwrite
what Mr. Amis describes as the
"whole gamut"” ofrisks-just about
everything except life and health
msurance.

Michigan General Corp. is the
parent of the Lone Star Indemnity
Co. which will be used for reinsur-
ing general liability, automobile

ASELF=
INSURED

$93,000 LOS

liability and automobile physical
damage. Northwestern National
Insurance Co. is fronting for the
captive for 13% of the standard
premium.

Tax advantages were not a con-
sideration in Michigan General's
decision to go to Colorado, accord-
ing to Charles Gabriel, manager of
insurance and research.

"We had eight or 10 reasons
for setting up a captive, none of
which was for tax reasons," Dr. Ga-
briel said. "Basically, we wanted

continuity of coverage... and to
be able to control our own des-

tiny."

Although Michigan General had
a reasonable safety record and ex-
cellent claims experience, it had
found the going tough in the con-
ventional market during the last
three years._ _

As a diversified holding com-

pany with a broad geographic base
and a manufacturer ofa wide range
of products, including motor ho-
mes, oil field chemicals and paint,
Michigan General's risks were so
complex that underwriters did not
find the account desirable.

In recent years, Michigan Gen-
eral acquired a host of smaller
companies. Dr. Gabriel had been
concerned for some time that
coverage could be canceled or
rates "raised umpteen percent" if
Michigan General took overa com-
pany its underwriter did not want
to cover.

With those persistent marketing
problems looming, Dr. Gabriel
began a feasibility study at the end
of 1976 of new approaches to its
insurance needs.

In the course of his analysis, Dr.
Gabriel found that "no matter how
| approached it, a captive always
was the best solution, particularly

AN INSURANCE
COIPANY'S

$68,000 LOSS

The $25,000 potential differ-
ence in this example is the way
the insurance company reads
internally to the disaster. They
paid the $93,000 claim, and
USCC recovered 525.000 through
the merchandising of salvable
materials.

Because of the insurance
industrys' years of involvement
in claims adjusting, they have
come to rely heavily on our loss
recovery services to minimize
their losses and protect their
cash flow by achieving what is
known as a high net recovery
dollar.

Since your company has
assumed a risk :stention profile
through higher deductibles, self-
insunince programs or a captive
insurance company, you will
need to use the same techniques

Copyright 1978. USCC

the insurance companies use to
protect their cash flow.

If your company experi-
ences a loss. the temptation may
be to declare it a total loss and
replenish it from your self-insured
resources. Then write it off. This
type ot action can have a severe
impact on yourcash flow picture
- unnecessarily.

USCC can come in and do
for your cash flow what we've
done for the insurance com-
panies for years.

We will identify the salvable
merchandise and its current
market value, market it to our
network of known buyers and
return a significant sum of money
to your cash flow or risk reserve,
thus enhancing your total cash
flow picture. At the same time.
we will react quickly, maintain-

ing product integrity, protection
for products liability and doc-
umentation of the unique pro-
gram we develop tor your
specific needs.

We are not new We have
been serving the insurance in-
dustry for more than 80 years,
recovering rnillions of dollars for
them each year. And we are
anxious to do the same for your
company.

White for our corporate serv-
ices brochure. "The USCC way
to increased cash flow protec-
tion and asset conservation.”

D N @

24 hour number: 312437-8181

Ncrtional Executive Offices -Risk Management Services
1400 Busse Road - Elle Grove Village, lllinois 60007
(Chicago)

with the threat of having a product
that an underwriter could just say
no to.”

As a completely domestic corpo-
ration with no foreign exposures,
Dr. Gabriel could not see any dis-
tinct advantages to going offshore.

So the decision was made to go
Colorado.

Michigan General's captive,
Lone Star Indemnity Co., was
incorporated Dec. 30, 1977. It has
been smooth sailing ever since. Dr.
Gabriel reports Lone Star has not
caused him any additional work
and credits Ken Brown, vp at
Marsh & MelLennan's Dallas office.
with valuable assistance in setting
up the captive.

Dr. Gabriel says the savings from
the captive, while not insignifi-
cant, are far overshadowed by hav-
ing:he assurance of future cover-
age.

Lone Star is being managed by
Marsh & MelLennan's M&M Insur-
ance Management Services here.

Allis-Chalmers and Clougherty
Packing Co. could not be reached
for comment. But it is known that
Allis-Chalmers' captive, Financial
Services Insurance Co.. which was
incorporated Feb. 1, will be man-
aged by Frank B. Hall Manage-
ment Co.

Clougherty's captive, Lombardy
Insurance Co., also will be man-
aged by Frank B. Hall. .

CNA executive
joins Allstate's

new company

NORTHBROOK, Ill.-Robert A.
Liebold has been named executive
vp of Allstate Insurance Cos.' new
commercial lines company. Mr.
Liebold was formerly senior vp
and director of marketing lines for
CNA Insurance Cos.

He will be responsible for im-
plementing Allstate's long range
commercial lines strategy, a
spokesman for Allstate said.

Allstate announced its intention
to create a new commercial insur-

ance company last year.

"Our personal lines agents
already sell some commercial in-
surance, but our growth in per-
sonal lines needs and deserves
most of their attention,” the
spokesman said. "If we hope to
make as big a dent in commercial
lines as we have in personal lines,
we will require additional market-
ing resources. For this reason, we
will be utilizing independent
agents and brokers who specialize
in commercial markets, while our
own sales force continues its ef-
forts."

At a recent agents' conference,
an Allstate executive said the
company anticipated $25 million in
premium volume in 1977 from 575
independent agents in 35 states.
This is up from the $11 million
premiums generated by 246 agents
in 1976.

The company spokesman said
however, that Allstate has no

specific market penetration goals
for commercial lines. -

Beck to head the Pru

Robert A. Beck will become
chairman and chief executive of-
ficer of The Prudential Insurance
Co. when Donald S. MeNaughton
steps down Sept. 1. Mr. MeNaugh-
ton, 60, said that he decided to ex-
plore other possibilities after six
years as head ofthe Prudential. Mr.
Beck said that no succesor for his
position has been picked, although
the post would be filled from
within the company. Mr. Beck
joined Prudential full time in 1951
as an agent.



Were you at all these
R.I.M.S. Conferences?
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Business Insurance was .

and will be in New Orleans too, in 1978!

You can be there too, in person, and with a newsmagazine covering loss prevention, risk
dominant advertising message in the special financing and benefit management.

April 3 issue of Business Insurance. It will be

distributed to the thousands of Risk and So, be in New Orleans with us...in person if
Insurance Management Society members you can, but definitely with your targeted
attending their conference, and wiill, of advertising in the leading newsmagazine,
course, be "must" reading for the many Business Insurance.

thousands of others who receive it in their

offices or places of business. Altogether they Remember, the issue date is April 3. Space
makeup the most influential audience of any reservations must be made by March 22.

For more details about Business Insurance, and all that jazz, call or write
Don Walsh, advertising sales director, Business Insurance,
708 Third Avenue, New York City, NY 10017 (212) 986-5050.

business
iINnsurance

the newsmagazine that just had to be

New York Chicago Los Angeles
708 Third Avenue 740 Rush Street 6404 Wilshire Boulevard
NY 10017 ILL 60611 CA- 90048

(212) 986-5050 (312) 649-5275 (213) 651-3710
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Physician mutuals heal malpractice crisis wounds

By MARGARET LeROUX
SAN FRANCISCO- Physician-

owned mutual insurance com-
panies, one mAjor response to the
medical malpractice crisis, are
making insurance.work.

Three mutuals are operating in
California, where medical mal-
practice problems reached near
disaster level as doctors went out
on strike to publicize their plight.

Today, the three companies have
a combined premium income of
more than $41 million. Norcal
Mutual, the largest, is ranked as the
14th largest malpractice underwri-
ter in the country.

Spokesmen for all three say the
mutuals' experience » so far has
been good-for one mutual so

good that it's paid a series of cash
dividends to members.

The Doctors Insurance Co.,

which insures 3,800 physicians,
has paid three dividends: 11.6% of
the 1976 premium, interest of 6% of
the contribution to surplus in De-
cember 1977 and 14% of the 1976

- premium last month.

"We are able to pay the dividends
because we're very selective about
who we'll accept,” said Doctors
president Joseph Sabello. "About
one in six applicants is turned
down and others can't meet our
underwriting requirements."

"We require deductibles and will
assess surcharges or put restric-
tions on practices on an individual
basis,” he continued. "For exam-
ple, if a doctor has no major losses,
but a lot of small claims that don't
amount to much, he must be ir-

ritating his patients somewhere
along the line. We might ask him to
accept a $4,000 deductible to get
him to mend his ways."

Dr. Sabello said the Doctors Co.
approaches claims differently than
other insurance companies.
"We've paid out $725,000in indem-
nities but only $23,000 in defense
costs.We'redivertingthepremium
dollar into compensating injured
persons, not into supporting the
defense attorneys' bar."

A committee of physicians
meets monthly to discuss claims
and incident reports. "We encour-
age members to report any inci-
dent which may lead to a claim be-
fore it gets to the stage where a
claim is filed,” the Doctors Co.
executive said. "We'll defend any
doctor who's not at fault, but
where there's clearly an example
of negligence, we'll move to settle
in an equitable way even before a

lawsuit is filed.

The Doctors Co. retains physi-

cian-attorney Dr. David Rubsa-
men as a full time consultant and
uses the services ofan actuary and
auditor.

Capitalized at $1.25 million, the
company began writing claims-
made policies in April 1976. Pre-
miums for high risk physicians
(neurosurgeons and orthopedic
surgeons, for example) were $6,354
with an equal amount contributed
to the surplus fund. Second year
premiums increased 57% to $9,976
with a $4,099 contribution to sur-
plus. Premiums for third year in-
sureds in the same class are $11,971
with no contribution to surplus.’

In the two years of its existence,
the Doctors Insurance Co. has in-
creased its surplus to $16 million
and total capitalization to $33 mil-
lion.

At Medical Insurance Exchange
of Chlifornia, which insures 2,300

One size fits all?

7/ A\53

Unfortunately, last

Tailor made coverage
NO ALTERAT IONS

Notat CMI.

When you're looking for the special coverage
that brings you to the E&5 market in the first
place, watch out for the "mechanical marvel."
He's a master at dressing up the same thread-
bare approach to everybody's needs under the
uninspired label-"Tailor Made." And maybe, if
the size and shape of your problem wiill fit a

program tailor-made last year for someone else,
the mechanical marvel can make a sale.

year's styles-even last

month's--won't suit today's marketplace.

Fortunately, there's

CMI.

Have you gotten your free
"Mechanical Marvel" yet?
If you're o | icensed agent or broker vvho wants
to play around with robots, let us send you a
wind-up one. (Ifs the only kind you'll find at

eye for style and fit. We analyze your business for
what makes it different from all the rest and
fashion an up-to-date cover that matches the
strengths and interests of selected markets. When

it comes to specialty coverage, you'll find a
custom fit at CMI.

At CMI we're intermediaries with an underwriter's CMI). Ask for it on your letterhead.

1

Managing General Agents *« Excess and Surplus Lines Brokers
Dealing Exclusively with Agents and Brokers

| CAPACITY MANAGERS INTERNATIONAL, INC.

New York « Chicago * Los Angeles

160 Water Street, New York, N.Y. 10038 Telephone: (212) 825-0200

physicians, a spokesman noted,
"We don't think it's prudent after
two years of operation to declare
dividends.

"We feel, and it's been histori-
cally evident, that it takes at least
four or five years before you can
talk about experience for a liability
insurance company," said Ron
Neupauer, assistant vp at Marsh &
MelLennan, the brokerage firm

that manages the physician-owned
mutual.

"Our own experience to date,
however, has been very favorable,"
Mr. Neupauer added. "The fre-
quency of small losses has been
about what we expected and the
severity has been lower."

Peer review committees are the
cornerstone of Medical Insurance

Exchange's good experience, he

continued. "There have been

specific restrictions for certain
specialties.”

Anesthesiologists, for example,
are required to monitor patients
throughout surgery; orthopedic
surgeons who do spinal surgery
are evaluated by a special commit-
tee.

"It's worked quite well,” Mr.
Neupauer said. "So far we haven't
had any claims in these two areas."

Medical Insurance Exchange
has increased its rates 10% over the
first year of its existence. At pre-
sent third year insureds pay from
$3,300 to $21,000, accordingto their
specialty, for $1 million/$3 million
limits of liability coverage.

Norcal Mutual Insurance Co.,
largest of the doctor-owned mal-
practice mutuals in California with
more than 4,000 insureds, de-
creased premium rates in 1978 be-
cause of favorable claims experi-
ence, the company president said.

Premium rates for 1978 enrollees
were 13% lower than premiums
paid by first year insureds in 1977,
according to Stuart Menist, newly
appointed chief executive. Mr.
Menist was formerly chairman of
the board of Fireman's Fund In-

surance Co.

Second year insureds in a high
risk classification pay a premium
of $3,679 for $500,000 limits of
liability; $4,414 for $1 million/
$3 million and $5,959 for $2
million/$4 million limits. In addi-
tion, new enrollees are asked. to
make the company a subordinated
loan which goes into the mutual's
surplus.

Norcal started out with a surplus
of $3 million when capitalized at
the end of 1975. Surplus was $15
million and total assets of the com-
pany were listed at $42 million as of
Sept. 30,1977.

Peer review, careful screening of
applicants and other loss control
practices of the physician-owned
mutuals in California not only have
resulted in fewer claims filed
against doctors, but also have im-
proved medical care, spokesmen
for the three companies agreed.

"One major realization of the
malpractice crisis was that among
many factors that caused it were
doctors themselves," Dr. Sabello
said. "We recognize this and are
trying to deal with it."

In some cases there has been "a
sor.ing out of skills," he continued.
"Physicians who in the past might
have delivered six babies a yearare
now realizing that it might be bet-
ter to deliver no babies.”

"We'd like to believe that the
controls the doctors are putting in
themselves are leading to better
medical care," Mr. Neupauer said.

Norcal Mutual's Mr.
noted that defendants are winning
more malpracticecases. He quoted
a comparison of malpractice.cases
by the Insurance Information In-
stitute that in 1972 defendants won
60% of malpractice lawsuits while
in 1977 they won 71%. -

Menist



NVVNL thinks the world
is iffy enough.

So, we've eliminated
the risks from qualified group
retirement plan funding -
while still offering one of the
highest new money interest
rates available - through
our new Group Annuity Invest-
ment Contract.

The security comes
with guaranteed principal,
guaranteed annuity rates and
optional guaranteed inter-
est, backed by our solid
corporate history and more
than a billion dollars in assets.

And the high rate of
return comes through our
smart investments in direct
private placements, tax-
exempt obligations and com-
mercial mortgages.

For contract years
ending in 197Z we offered
a new money rate of 9.75% -
about 50 basis points
higher than the industry

average.

Up to now, when youke
arranged a funding contract
for a client's retirement plan,
you probably had to buy a
whole package of services.

But not anymore.

Because NVWNL has
developed a contract for quali-
fied group retirement plans
that combines our investment
expertise with guaranteed
principal, guaranteed annuity
rates and tive options that
can be purchased separately,
as "add-ons-

These options are:
Guaranteed Interest Rate,

Guaranteed Contract Expenses,

Guaranteed Retirement
Benefits, Actuarial Services
with or without ERISA Serv-
ices, and Employee Record-
Keeping Services.

Of course, your client
can buy all these guarantees
and services. But he doesn't
have to. NWNL will provide as

many or as few options as
he wants. And no more.

So if you're looking
for a funding vehicle that
combines high yield and
contract flexibility with the
sweet security of guaranteed
principal, place your bet
on NVVNL.

Some things just
shouldn't be left to the throw
of the dice.

To: Al Benson, NWNL, Box 20, Minneapolis,
Minnesota 55440. Please send more

information about your new Group Annuity
Investment Contract for IRC 401 tax-

qualified corporate plans. Financial and
additional information available on request.

Name

Title

Company

Addrrqq

City State Zip
Phone Area rnrip

NORTHWESTERNNAHONAL

BOX 20 - MINNEAPOLIS. MINNESOTA 55440
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around the states

25% work comp hike eyed in Michigan

LANSING —- An
hearing officer recommends a
25.2% overall rate increase in
workers compensation rates in
Michigan.

Spencer Kimball, the University
of Chicago professor who was re-
cently involved in a workers com-

pensation rate case in lllinois, was
called in after insurance commis-

independent

sioner Thomas Jones rejected an
insurance industry request for a
29.6% rate increase.

Professor Kimball sharply criti-
cized the statistical and research

work of the National Council on

The recommendations will now
be reviewed by the insurance de-

partment.

SKki resorts

AUGUSTA - Maine ski  area
operators, worried about rising in-
surance costs, asked a legislative
committee for better protection
against lawsuits by injured skiers.

Bill Sim, president of the Sugar-
loaf ski area, said that insur-
ance premiums amount to about
$100,000 annually for his area, 5%
of the $2 million Sugarloaf takes in

Compensation Insurance, the rate every year.

making arm of the insurance in-
dustry.

Mr. Sim said limitations on law-

suits would help control escalating

premiums.

The bill before the committee
would require a skier to tell a ski
area within 90 days that he or she
was hurt or lose the right to sue. It
would also require any suits to be

part of their anticipated workers
compensation insurance costs.
The bureau has sent out 66,000
bills averaging $650 for companies
to deposit $43.9 miillion in addi-
tional funds. The bills reflect an

filed within two years, instead of average 30% increase in insurance

the current six.

Washington state and Vermont
have passed legislation recently to
limit ski area liability.

Ohio work comp

COLUMB US - The Ohio bu-
reau of workers compensation
wants to devise a way to give small
businesses a break when they have
to make annual deposits to cover

rates that the Ohio industrial
commission has voted.

Companies must deposit funds
to cover their estimated insurance
premiumeostsforeightmonths. In
July and December companies are
billed for their actual insurance
costs, but the deposit is not used to
help pay the bills.

The bureau already has $264.8
million from advance deposits that
are kept on deposit and credited to

Who Cares What Happens..

. . . after your group insurance contract

is delivered? You do, and so do we!

We may make a sale in Chicago but we'll be in Memphis or anywhere you need us to make

surethata group insurance policy works justas it was designed. Whether your business is

higher education or marketing grain, our group service representatives will make it their

business to help you. Full-time professiongls like Leroy Layne are available in offices
throughout the nation to provide the kind of personal attention that Provident has been

known for since 1887.

Service is still our way of doing business-

in fact it is our business.

GROUP DEPARTMENT

Provident

CHATTANOOGA 37402

the next year's premiums. Em-
ployers each year must increase
their, deposit .to cover any payroll

or rate increases.

$250,000 award

AUSTIN - The Texas Supreme
Court ordered Bock Laundry
Machine Co., the maker of a device
that extracts water from wet laun-
dry, to pay $250,000 to a 13-year-old
boy who lost his left arm to one of
the machines. The arm of George
Miller Jr., then 11, was severed
when the safety device that was
supposed to prevent the washer's
lid from opening failed and his arm

was caught in the whirling
machine.

New commissioner

PORTLAND-W. W. Fritz is the
new insurance commissioner in
Oregon, replacing Lester Rawils
who resigned after several expense
vouchers were questioned.

Mr. Fritz served as insurance
commissioner for Alaska from
1967 to 1971.

Design defect

SACRAMENTO-The Califor-

nia supreme court ruled that per-
sons seeking damages for injuries
caused by a product with an unsafe
design need not prove the defect
made the item "unreasonably
dangerous.”

The unanimous decision estab-
lished the definition of design de-
feet in product liability suits
against manufacturers.

It said a product is defective in
design eitherif it "failed to perform
as safely as an ordinary consumer
would expect when used in an in-
tended or reasonably foreseeable

manner orif, in the light ofrelevant

factors... the benefits of the chal-

lenged design are outweighed by
the risk of danger inherent in such
design.”

The court reiterated that the
focus should be on the product, not
the manufacturer's conduct, and
thattheplaintiffneednotprovethe
maker acted unreasonably or neg-
ligently in order to prevail.

North Dakota

BISMARCK-The North Dakota
workmen's compensation bureau
says employes cannot waive their
rights to coverage under the
Workmen's Compensation Act.

Bronald Thompson, chairman of
the state bureau, said even if an
employe signs a statement that he
is not an employe, the statement
has no effect on whether there
should be workers compensation
coverage.

Problems have been experi-
enced lately with employers re-
quiring workers to sign an "inde-
pendent contractor" form to avoid
paying compensation premiums,
he said.

"Such forms are meaningless if
the worker is in fact an employe,”
Mr. Thompson said.

The employer who fails to secure
coverage for his employes is sub-
jectto penalties under the law. And
in case of a lawsuit, the burden of
proving a worker a non-employe
rests with the employer, he said. .

Pennsylvania OKs
liquidation law

HARRISBURG-Pennsylvania
Gov. Milton Shapp has signed abill '
amending the Insurance Depart-
ment Act.

Called the Pennsylvania Insur-
ers Rehabilitation and Liquidation
Act, the new law permits the insur-
ance commissioner to deal more
quickly with financially troubled
companies.

Gov. Shapp hailed the new
measure as affording greater pro-
tection to policyholders.



For $1 million

Texas court reverses

awa rd against Bell unit

EASTLAND, Tex. - A $1 mil-
lion verdict against Southwestern
Bell, a Texas unit of American
Telephone & Telegraph Co., was
reversed late last month by a
three-judge state appeals court
here.

Two other awards totaling $3
million stemming from alleged
Southwestern Bell harassment
of two former employes are being
appealed by the company.

Former Bell executive James
Ashley and his wife claimed the
company invaded their privacy by
wiretapping.

According to James Ingram,
Southwestern Bell's lawyer, the
appeals court concluded that there
was "absolutely no evidence be-
fore the jury of wiretapping." The
best they could establish was that
Southwestern Bell had the capa-
bility of wiretapping, he said.

The plaintiffs' lawyer has filed a
motion for rehearing but it will
probably be denied, Mr. Ingram
said, because the decision was

unanimous.

A jury in December awarded
$300,000 to Mrs. Ashley, $200,000 to
Mr. Ashley in compensatory dam-
ages and $500,000 to the couple for
exemplary damages.

Southwestern Bell reportedly is
self-insured for $2 million and has
an excess liability policy with the
Home Insurance Co.

In related suits against the com-
pany, tried last August, Mr. Ashley
was awarded $1.5 million for libel
and slander by the phone company
and the widow of a co-worker who
committed suicide was awarded
$1.5 million.

Southwestern Bell is appealing
these two awards, contending that
the judge failed to change the
venue of the trial and claiming that
pre-trial publicity made a fair hear-

errors &
omissions

1977 international

directory listing

The following item was inadver-
tentlv omitted in the International
Directory in the Feb. 20 issue.

Continental

Continental Insurance Cos. international in-
surance activities now account for$200 million
in premium volume. Since 1964 Continental
has established a worldwide network to ser-
vice international insurance accounts. In-
cluded are 24 minority-owned affiliates in
Europe, Latin America, the Middle East and
Asia. The international insurance division has
established production and undenvriting of-
fices in Chicago, Columbus, Dallas, Houston,
Los Angeles, San Francisco, Jacksonville, To-
ronto, Canada and New York City to'handle
multinational accounts. It also maintains over-

seas representatives in many financial centers
around the world as well as full branch offices

now operating in London, Panama and Singa-
pore. Other Continental affiliates active in the
international insurance field are Marine Office

of America Corp. and Swett and Crawford
Group. Contact Mervyn Walding, vp Interna-
tional Division, 80 Maiden Lane, New York,
N.Y. 10038.

Fremont opens
2 new offices

LOS ANGELES-Fremont In-
demnity Co., a California-based
property/casualty underwriter, has
established two new division of-
fices in San Diego and Orange,
Calif.

The insurer wrote net premiums
of $105 million in workers com-
pensation and between $20 to $30

million inproperty and casualty in
1977.

ing impossible. The appeal also al-
leges 767 reversible errors were
made by the plaintiffs' lawyers or
by the judge.

Mr. Ashley's suit charged that
Southwestern Bell had libeled and
slandered him after Bell investi-
gated him because of rumors it
heard about sexual improprieties
at its San Antonio office. Bell said
it suspended and later fired Mr.
Ashley as a result of the investiga-
tion.

A co-worker, T.O. Gravitt, was
also investigated. The jury in this
case ruled that this investigation
resulted in slander which led to Mr.
Gravitt's mental illness and in turn

= =casaificicde_ -
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ANNOUNCING...
e

msurance

A New Publication

CAPTIVE INSURANCE COMPANY REPORTS. a bi-

monthly publication of specialized topics and developments

about captive insurance companies - with tax and legal

news, reinsurance information, parent company developments, and

the underwriting of outside business. The publisher is H. Felix Kloman, President of Risk Plan-
ning Group, Inc., independent risk and insurance management consultants. These Reports
will be valuable working tools for risk and insurance managers, underwriters, agents, brokers,
and others interested in the captive movement.

For more information and a FREE sample issue, call or write:
CAPTIVE INSURANCE COMPANY REPORTS

24 Old King's Highway South
Darien, Connecticut 06820
(203) 655-9791 Telex: 996358

Annual Subscription: $100

A NEVW PREMIUM
MANAGEMENT
PROGRAM

which allocates premiums or self insurance

budgets to profit centers using both

and allows you to use a different experience/exposure
ratio for each type of risk with any combination
— n

catastrophe protection.

A new service we now provide to:
11

RISK MANAGERS who are genuinely ,
concerned about an equitable and

understandable premium allocation,
and

FINANCIAL OFFICERS who can't

21 wait six months after a policy year
to get risk costs into the cost of
producing a product.

climnrate
systums

Write to: Corporate Systems, P. O. Box 2827, Amairillo, Texas 79105

Or Phone: 800 858-4160 - Toll free from outside the State of Texas

(from Texas call 806 376-4223)
Corporate Systems Australia, "Holland House," 492 St. Kilda Road, Melbourne Australia
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The vagaries of local customs
or regulations should never
be an excuse not to provide

il] level, uniform and complete
u««01 international coverage.
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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
aifferent currencies. Additional obstacles include vana-
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 seven domestic offices in Phila-
delphia (215-241-2460), Houston (713-626-5060), Los
Angeles (213-480-4270), New York (212-233-5010), San
Francisco (415-391-9310), Atlanta (404-688-3228), or
Dallas (214-688-0326).

INA International, whose network of worldwide facilities
is the largest ofany single U. S. based insurance company, has

developed anumberof operatingstandards that should prove of

interest and benefit to agents and brokers.
This is the second in a series.
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benefit tax slants

Consider all options for pension payouts

By JOSPEPH S. ROBINSON
Attorney-at-Law

BEFORE AN EMPLOYE takes
his small fortune out of his com-

pany retirement plan, he should do

- RISK MANAGEMENT -

Many firms are taking a hard look at in-
surance costs today and considering at-
ternative to the traditional methods of
handling risk. Professional risk manage-
ment can make a valuable contribution to
your "bottom line". As recruiters in this
field, we can logate the person who can
fill this need. Contact us for a confiden-

tial discussion of your organization's
needs.

CASUALTY ASSOCIATES
Personnel Consultants
11500 Stemmons - Suite 114
Dallas, Tex. 75229 - (214) 620-2581

some pencil work after being
briefed on the various ' options
available. How he arranges the
payout can make a big difference
in the amount of money he or his
family ultimately receives. That's
because the 1976 Tax Reform Act
significantly changed the tax rules
relating to pension and profit shar-
ing payments under qualified
plans.

Prior to the Tax Reform Act,
distributions-whether lump sum
or annuity-were not subject to
federal estate tax so long as they
were payable to a named ben-
eficiary (other than the executor
or the estate). This rule applied
only to distributions attributable
to an employer's contributions;

those traced to an employe's con-
tributions were includable in the
gross estate. Under the new law, all
lump-sum distributions are in-
cludable in -,he gross estate. How-
ever, payments attributable to an
employer's contributions can be
sheltered from estate tax by
spreading the payments over more
than one tax year and by designat-
ing a named beneficiary (other
than the executor or the estate).
To state the current rule another
way, the estate tax exclusion will
be lost if a lump sum payment is
made to any beneficiary. Even if
the payout is not made in a single
sum, the exclusion will be lost if
made directly to the estate or the
executor.

These rules apply

Just Published!

whether payments are made be-
cause of death, termination of em-
ployment or retirement.

New tax rules

The Tax Reform Act also
changed some of the income tax
rules. Annuity payments are taxed
as ordinary incorne to the extent
they are attributable to employer
contributions. They are tax-free to
the extent attributable to employe
contributions. A special rule allows
an employe who can recover his
entire investment within three
years to pay no tax until the in-
vestment is recovered. Thereafter,
each payment is fully taxed as or-
dinary income. The new law qual-

The first complete
uide to automation

orinsur nce agencies

Computerehnolgy hs advanced s iy

that virtually all insurance agencies can now
benefit from some form of automation.

But automation can be expensive, so the ques-
tion is: "How can 1-an expert in irsurance but

my situation?"

The key is cost-effectiveness. Yet to date, the j .
only "help" available to determine that factor in 2 ,

advance has come from technology salesmen 1 0

with obvious vested interests.

Now there's Insurance Agency

Compfuter Power-new objective. 1 CONTINUOUS UPDATE!

Every two months for one year,

expert hel
marketin

ialists whos

serving agencies throughout

and management spec- -
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rom IMS, the insurance
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North America (including 700

subscribers).

More than just a manual, --#& Mi....2/

this new tool provides its

owners with continuous

C peers who sha

updates and cassettes It spells

oul{he-terms--commendeasing,, "su’=w

. questions to ask . suppliers
available. the systems them-
selves-in a word, everything you
need to intelligently shop for serv,ces

which can do wonders for your agency's efficiency profits
and prospects for the future.

Summary of Contents

1. Computer Basics-A Laymant Introduction
Current automation, equipment, impending technologies
- Determining technical support - How to purchase,

lease,

= Service Bureau vs. time-share vs. in-house -

problems.

lease-purchase (incluces common contracts) =

11 Available Hardware, Software & Systems
Based on a 1977 nationwide survey conducted especially
forthis project, vital data are provided on over 50 suppliers:
Applications covered le g. marketing, accounting, financ-
ing, claims control, rate quotations) - Type of operation &
facilities (e. g. service bureau, manufacturer, software or
system house, consultant-a separate section for each)

« Cross-referenced by company name, contact: cost
range, address, phone, remarks - Also includes special
'KEY QUESTIONS" to ask potential suppliers.

Il. Agency Applications-How It Really Works
Separate sections on Risk Management, Accounting and
Payroll, Cash Flow Control, Prospecting, Promotion and
Sales,Management Reports,Finance Charges and other
agency functions, outlining automation application &

benefits for each -
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Conversion

! Emotional and environmental

adjustments,

including impact on

personnel needs-and reactions to

'automation”

= Competitive needs,

possible tradeoffs.
not automation -determine what's really best for IV. Glossary Over 100 "com-
Outer talk" terms are defined in
laymant language, enabling readers
to discuss ASR, CPU, MICR, RJE,
DDR and other terms essential to
understanding today's technology.
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manual owners receive

the "latest"” on signifi-

cant developrments,
J

as well as informa-
tion from insurance-
their

tal es of success-and
failure-in automation.
Includes news on EPITE

EPIC etc. "Continuous

update" feature arrives in
three forms-cassette,

newsletter and special
supplements. Renewal is
optional after one year @ $68 annually.
Au,hor RONALD ANDERSON, PhD, JD, CPCU, CLU
is a full-time researcher, consultant and seminar leader
whose published works include numerous articles and -
books on insurance and financially-reeated subjects.
Former insurance agency principal now computer
consultant JOHN VW McCAULEY and nationally known

comcuter applications analyst

DAVID H. NICKERSON serves as adwsors
GEORGE NORDHAUS President of IMS and the
nation's most published insurance author, is editor of
Insurance Ageney Computer Power.
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ifies such annual payments for the
50% maximum tax on personal
service Income.

Lump-sum payments are taxa-
ble income to the recipient to the
extent attributable to employer
contributions. The portion of a
lump sum payout attributable to
pre-1974years of plan participation
qualifies for capital gain treatment.
The portion of a distribution rep-
resenting post-1973 participation is
taxed as ordinary income.

The employe can elect to have
the ordinary income portion taxed
under a special 10-year averaging
formula by filing Form 4972 with
his 1040 Form. He can also elect,
instead, to have the entire payout
taxed under 10-year averaging by
checking the box at the top of the
first page of Form 4972. Under this
election, amounts traced to pre-
1974 contributions are treated as
ordinary income rather than capi-
tal gains. At first blush, this does
not appear desirable because capi-
tal gains income is generally taxed
more favorably than ordinary in-
come. But, this is not always the
case.

Without going into the tech-
nicalities, capital gains can be
taxed as high as 49.125% when we
take into account the regular capi-
tal gains rates the 15% minimum
tax on one-half oflong term capital
gains (above the minimum tax
floor) and the disqualification of
personal service income from
otherwise 50% maximum tax
treatmentbecauseone-half'ofcapi-

talgains are subject to the mini-
mum tax.

Death benefits

Under current rules, the entire
lump sum is likewise included in
the employe's estate. Therefore, in
determining how the payout of
death benefits should be made-
whether in one sum or in several
installments-an employe has to
choose between favorable income
tax treatment (via a lump sum with
10-year averaging) or estate tax ex-
emption (via installment or an-

Nnuity payout). He cannot have
both.

Tax choices

In many situations, it will pay to
elect 10-year averaging for the en-
tire taxable portion of the lump-
sum distribution. Under 10-year
averaging, you take the taxable
amount and figure the tax on one-
tenth of the amount at the single
person rate without counting any
other income you have. You then
multiply this by 10. The result is
that your distribution is taxed in
relatively low brackets. For in-
stance, if you have a total taxable
distribution of $60,000 your tax on
this amount at the 10-year averag-
ing rdite will be $10,680 or 17.8%.
On the other side of the coin,
lump-sum payouts should be
avoided in larger estates where the
estate tax shelter is more impor-
tant. The bottom line is that a com-
parison must be made of the in-
come tax treatment to the partici-
pant or his survivor receiving a
lump sum as opposed to receiving
Pperiodic payments. -

Employes want
retirement help

WASHINGTON-Most workers
think their employers should pro-
vide counseling on the financial
aspects of retirement, according to
a new survey by the American
Council of Life Insurance.

More than 80% of the respon-
dents thought financial counseling
important, the Council said, while
only 4% viewed financial counsel-
ing as unimportant.

Also, 76% of those surveyed fa-
vored employer counseling on
non-financial problems of retire-
ment while 7% thought it unimpor-
tant, the Council said. .



Magic Mountain in California

Man killed in'unheard of'famusement park accident

By JOANNE GAMLIN

VALENCIA, Calif.-A 23-year-
old man was killed and his bride of
one day severely injured in an
amusement park ride accident that
safety officials say is almost un-
heard of.

Miguel Garcia was kKilled and
Kathy Garcia was severely injured
last month after a fall from the
"eagle flight" skyride at the Magic
amusement park here. Hospital
officials report Mrs. Garcia re-
mains in an intensive care unit in
critical condition.

The gondola fell into an open
area and no one else was injured in
the accident.

The skyride, which had been in
operation since Magic Mountain
opened in 1971, was immediately
closed after the accident by
sheriffs deputies and park offi-
cials. Jack Ryan, spokesman for
Magic Mountain, said that the ride,
which has a maximum height of
200 feet, had a safety check by gov-
ernment agencies and park offi-
cials just a week before the
tragedy.

He also said that the amusement
park, which is owned by the
Newhall Land & Farming Co., had
no previous accident involving aer-
ial rides. Wendy Hamilton, risk
manager for the park, said that the
Garcia death represents the first

Factory Mutual
says collapse
problems rise

NORWOOD, Mass.-A three-year
study of building collapse reveals
an increasing serious problem with
both the number of incidents and
the total damages, the Factory
Mutual System says.

FM says its insureds reported 437
incidents involving collapsed
structures between 1974 and 1976.
Total damage was estimated at
more than $43 million.

Collapsed roofs represented the
greatest dollar losses (37.5%) and
the greatest number of incidents
(37.5%). Tanks, silos and bins col-
lapsing were the next greatest
chunk of dollar losses (15.7%) al-

though they accounted for only
8.7 % of the incidents. Cranes ac-

counted for 15.4% of the dollar los-
ses but only 11.7% of the incidents.
Unknown and miscellaneous ac-
counted for 17.8% of the incidents
but only 3.8% of the dollar losses.

Water accumulation was the
most common reason for failure of
the roof collapses usually due to
the lack of or inadequate drains.
Water loading accounted for 42.6%
of all roof collapses and 62.5% of
the total roof collapse loss. Struc-
tural and snow loading problems
caused 36.19=>ofthenumberofroof
losses and 27.4% of the loss.

The most common causes of
tank, silo and bin collapses were
inadequate design, overfiling and
inadequate vacuum relief. Units of
metal construction were involved
in 60.5% of the collapses, causing
60.510 of the loss; concrete tanks,

silos and bins accounted for only
18.4% of the number of the class

incidents but 31.7% of the loss. .

Expectations vary

About 35% of the people inter-
viewed in a recent survey by the
AmMmerican Council of -Life Insur-
ance believed their retirement in-
come will enable them to live com-
fortably. About 20% said it would
just cover living expenses and 11%
felt their income wouldn't be

enough to live on, the Council said.

"guest"” fatality of the park in its
seven-year history.

Investigation into the cause of
the accident is being led by the
California division of industrial
safety. Robert Beath, who oversees
elevator compliance in the divi-
sion's Los Angeles office, said that
Wagner Biro of Austria manufac-
tured the skyride.

It is known that a representative
of Wagner Biro has been asked to
participate in the investigation.

The park is understood to be
self-insured for general liability
under- a program that has limits of
$100,000 per occurrence. There is
no aggregate limit on the program.
Johnson & Higgins of Los Angeles
is Magic Mountain's broker.

Miss Hamilton, however, would
Nnot discuss the accident or the

Rehabilitation saves

park's insurance coverage.

The company spokesman said
he did not know whether Mrs. Gar-
cia's hospitalization expenses
were being paid by the park.

Safety directors at other
amusement parks around the na-
tion said they had never heard of a
fatility resulting from the mal-
functioning of an aerial ride. John
Shastine, safety director for As-
troworld in Houston, which boasts
the"ultimate™ roller coaster called
Texas Cyclone, said he had never
heard of an accident similar to the
one that happened here.

"Skyriding has a very low rate of
accident frequency, probably less
than that of your average ferris
wheel," he said.

Spokesmen for Six Flags Over

Texas in Arlington, Tex., and
King's Island in Cincinnati, were
equally adamant that such acci-
dents are nearly non-existent. Six
Flags Over Texas has been in oper-

ation since 1961 and has never had
a "guest" fatality, a spokesman
pointed out.

No lawsuit has yet been filed in
the Magic Mountain accident. .

SP =(4ALTY
UNDE :15'RITERS

AGENCY, INC.

UNDERWRITING MANAGERS FOR HARD TO PLACE

CASUALTY - PROPERTY - TRUCKS

122 MAIN BUILDING / MILFORD, OHIO 45150

(513) 831-RISK

TELEX: TWX 810-460-8322

you claims dolla,s by

opening upways to close
a case lastez

Six short weeks

\Vayne S., a 29-year-old assem-

At Internati()nal Rehabilita-
tion Associates, known as IRA,

we.'ie learned from our experi-

ence with more than 700 accounts

that an injured worker usually
wants to return to work. Its our

task to make that as easy as possi-
ble for the worker, his or her fam-

ily and also the employer. But

we've also learned that rehabilita-

tion is a complex process involv-

ing many factors. By taking them

all into account, we can open up

ways to cl<,se a case faster.
IRA rehabilitation involves

what we call the %'hole person.”
We consider not only medical re.
quirements, but nintirational, so-

cial and financial needs as u’'eli.

We are often able to encourage a

supportive attitude by the claim-

ant's familv and relatives, which

Col

can hasten the return to work.

In the vital area c,fjob place-
ment, we always try to return '
workers to their original jobs.
When that is not possible, an IRA
job analysis can sometimes dis-
cover ways to alter a job slightly
so as to make it feasible for the in-
jured worker. Otherwise, we help
find a new job that makes full use
c,fwhat an injured u-orker can cio.

One reason fc,r using IRA re-
habilitation to close a case as
quickly as possible is a simple rec-
ognition ofhuman nature. An in-
jured uorker's basic desire to get
back to work can sometimes
slacken over a period of time. The
other reason is, of course, that a
significant amount <,f money can

be saved for the insurance corn-

pany or self-insured.

bly line worker had been a paraple-
gic for 14 months, asa result ofan
automcibile accident, when his case
u'as referred to IRA-. An IRA reha-
bilitation specialist found that
\Vayne wanted to return to work
and that his previous job could be
done in a sitting position, except for
the need to pick up parts across the
plant floor. IRA convinced his em-
ployer to have another worker re-
plenish the parts twice a day.
Wayne went back to work, full
time, just six 1,-eeks after the initial
interview, saving the insurance car-
rier over $100,(*)0.

We'd like to prove we can save
money for you. ()ur estimates show
approximately SH) in claims saving
for every $1 spent on rehabilitation.
For more information, write: Hugh
Richl,c,urg, Secretary, International
Rehabilitation Associates, Three
Parkway, Phila., P.\ 19102.

rel: (215) 563-3346.

Internationa

rehabilitation

associates inc.

In Canada: rehabilitation

services of canada
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legal brief

Insurer must reveal reduced coverage

THE MINNESOTA Supreme
Court has ruled that when an in-
surer, by renewal of a policy or by
an endorsement to an existing in-
surance policy, substantially re-
duces the prior insurance coverage
provided the insured, the insurer
has an affirmative duty to notify
the insured in writing of the
change in coverage.

Here the Canadian Universal
Insurance Co. Ltd., (Universal),
brought suit against its insured,
Fire Watch Inc., which was en-
gaged in selling, distributing and
servicing fire protection equip-
ment. Universal sought a declara-
tion that a restaurant fire loss, for
which separate suit was brought
against the insured, was excluded

from coverage under a"completed
operations product liability” in-
surance policy.

The language of the original bus-
iness risk exclusion did provide
coverageforlossesarisingfromthe
negligent installation of a fire pro-
tection system. However, Univer-
sal, without notification or offer of
premium rebate, sent the insured
an endorsement which denied
coverage for both negliger.t instal-
lation and manufacturing. The trial
court ruled in favor of the. insur-
ance company.

The appellate court reversed
pointing out that the endorsement
substantially reduced the insu r-
ance coverage afforded the insured
under the policy. The court was

unable to locate any Minnesota
case which directly considered the
issue of affirmative duty to notify.

However, after a review of deci-
sions from other jurisdictions, the
court concluded that imposing on
the insurer an affirmative duty to

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Ill.

notify the insured of a substantial
reduction in coverage was "a
sound, equitable approach to the
problem.” Canadian Universal
Ins. Co. Ltd. v. Fire Watch, Su-
preme Court of Minnesota, Sept. 2,
1977, rehearing denied Oct. 13,
1977. (BI/O1/F.-$4).

Oral agreements

May previous verbal agreements
for insurance, which are merged
into written contracts, be subse-

quently modified by oral evi-
dence? In a suit, under an "all-

risks"policyforthelossofwatches
in a burglary, a District of Colum-
bia court of appeals ruled that
when an agent acting within the
scope of his authority orally agrees
to insure an applicant, and through
a mistake a provision orally agreed
upon is omitted from the written
policy, a court of equity may inter-
vene to reform the imperfectly
written agreement to correct de-
fects and to reflect the true agree-

ment and intention of the parties.

The Multi=Assumption
Prection System.

If we didit own ourselves,
maybe we wouldn't have createdit.

This newJohnson & Higgins

system is an advanced pension

plan cost forecasting tool
that"maps" where your pension

costs might be five, ten or even

more years down the road.
Frankly, it's an eye-popper
for many corporations.
The system works 4,

via complex computer

techniques using a variety
of possible scenarios. It's

Tapsel

g a moyie instead ,

NGB

valuation re_g-resents.

NnNe corporation

employed the system to help
decide investment policy for

-
--y s

1 Fi-t AF

1=22-7

Consulting Actuaries George Budd [left] and Bob Bein of J&H New York and Russ Millman
[center] of J&H Cleveland, review a Multi-Assumption Projection Syste-n print-out.

pension funding. But after the future costs of benefit improvements already scheduled
were revealed, the company's original thinking was immediately
modified. A re-evaluation of basic pricing policies followed.

For still another firm, the system became the key to
illustrating the long-term effects of inflation on pension cost and

investment return.

f The actual'ial specialists who created this
*. system are part of a technical team noted for cracking
<A complicated problems for clients.
The fact that we are a privately held firm has
helped gain this distinction. Because it made it easier for

C us tq.nvest ndhe.buman.and.feshnicalesources

The Multi-Assumption Projection System.
The newest example of 50 years of J&H benefit
consulting leadership.

Forecasting today requires more
precision than "Guesstimating"

or using rules of thumb.

Johnso,£*iggins

The private insurance broker,beneSt consultant

PB answeronly to you.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING: RISK AND iNSURANCE MANAGEMENT SERVICES THROUGHOUT F

K& T Inc. (K& T), aretailer, was
persuaded by Max Holtzman Inc.
(Holtzman), an insurance agent of
Continental Casualty Co. (Conti-
nental), to transfer its property pro-
tection insurance for the store to
Continental. The former insurance

included watches worth up to an
aggregate value of $1,000 per loss
occurrence. The new coverage
agreed upon was to be "as good as
or better than" that in force under
the former policy.

Subsequently, K&T sustained a
burglary loss of watches worth
about $3,000. A claim was filed
with the agent. Continental re-
jected it as the written policy issue
explicitly excluded watches. K&T
sued both the agent and Continen-
tal. The trial court entered a judg-
mentinfavorofK&Tagainst Con-
tinental.

The appellate court affirmed the
judgment against Continental be-
cause of the mistake due to the
agent's negligence, who was acting
within the scope of his employ-
ment. As an additional reason for
ruling in favor of K & T, the court
emphasized that most individuals
rely on an insurance agent and thus
less is required in insurance cases
to establish a basis for reformation
than in ordinary contract disputes.
Max Holtzman Inc. v.K&T Co.,
Inc., District of Columbia Court
of Appeals, June 27, 1977.
(BI/O2/F .-$4).

Dishonest acts

An Arizona appellate court has
ruled, in a suit brought by an em-
ployer against his insurer under a
fidelity insurance policy, that the
issue of proximate cause of loss
was both a question of fact as well
as a question of law. A fact ques-
tion, the court held, was whether
the actor's conduct in anyway
brought about the loss.

The J. R. Norton Co. (Norton)
operated a cattle feed lot and was
insured with Fireman’'s Fund In-
surance Co. (Fireman's) under a
fidelity insurance policy. The pol-
icy provided protection against
"loss of money or securities and
other property" sustained through
any fraudulent or dishonest acts of
any employe.

The manager of Norton's feed lot
concealed the death of at least 360
cattle, substituting later acquired
cattle. This kept the true nature of
the death losses, as well as the
mismanagement of the lot, from
Norton for over one year.

Norton filed its claim against tne
insurer which was denied. Norton
then lost its suit in the trial court.

The fundamental question on
appeal, according to the court, was
whether the admittedly dishonest
acts of the employe in concealing
the actual death losses were them-
selves a proximate cause of any
loss to Norton. The court pointed
out that Norton could have shown
causation if the employe's con-
cealment prevented if from be-
coming aware of the actual death
loss and thus from taking remedial
measures. The court also believed

that, if proven, Norton's losses
were aa direct result of the
employe's conduct.

Thus, the court held that Nor-
ton was entitled to a full trial
on these issues. J. R. Norton Co. v.
Fireman's Fund Ins. Co., Court of
Appeals of Arizona, July 6, 1977,
rehearing denied Sept. 8, 1977. re-

view denied Oct. 4, 1977.

(BI/O3/F .-$4).

(Coy)iesoftheentiredecisionmay
be obtained bv sending a checkfor
$4 made out to Cases Unlimited to
Business Insurance, 740 N. Rush
St., Chicago, ILL 60611. Please list
the number for each opinion.)

New J&H director

George F.B. Owens Jr., senior vp
of Johnson Higgins of California,

has been elected to the board of

directors of Johnson & Higgins.



Jean Carbonel & Associates

French broker opens U.S. office; targets benefits

By REBECCA A. FANNIN

NEVYV YORK-French broker
Jean Carbonel & Associates Inc. is
opening a branch here to specialize
in group benefits insurance for
large multinational companies. It
is the first French broker to ex-
pand overseas.

The expansion indicates that the
highly competitive French insur-
ance markets are beginning to take
advantage of several opportunities
in the U.S.

Carbonelis banking on boosts in
business as more French com-
panies expand here because of the
lackluster French economy and
fears of nationalization if leftists
win upcoming elections.

The broker plans to take advan-
tage of much unused capacity in
the French insurance markets for
U.S. subsidiaries in France.

The U.S. branch, incorporated
as Carbonel & Associates Inc. in
September, wants to attract ac-
counts such as Bic Pen Corp. and
Michelin Tires, French firms with
large U.S. subsidiaries. Carbonel
also plans to broker for U.S. com-
panies with French subsidiaries.

To gain business, Carbonel plans

Iniuries in lowa
decline 4 percent

DES MOINES-AN lowa bureau
of labor study shows 4% fewer
lowa workers suffered injury or
illness onthe job in 1976 compared
with the previous year.

In 1976, one worker out of every
10.2 had a work illness or injury. In
1975, the rate was one worker out
of every 10.6.

The study is based on reports
submitted this year by private
businesses and governments.

The state's most hazardous in-
dustry groups-manufacturing
and construction-showed an 11%
and 4% decrease, respectively, de-
spite a statewide increase of 22,000
jobs in 1976, the bureau reports.

AllenMeier, lowa Commissioner
of labor, said the year's 434,900 lost
workdays cost $20 miillion in
wages, $4 million more than the
pPrevious year. -

HOW TO ORDER

B. |I. REPRINTS

Readers may now order low
cost reprints of articles that
appeared in BUSINESS IN-
SURANCE directly from this
magazine. Articles are re-
printed on 8 92" x 11" sheets

and carry the BUSINESS IN-
SURANCE credit line and

issue date.

Quantity Price*
100 $25.00
Additional 100’'s

per 100 $ 6.50
1.000 $65.00

' For articles requiring more than
one page, multiply the price by
the number of pages needed.
Shipping extra. On quantities
larger than 1.000 and additional

information contact:

REPRINT MANAGER

business insurance
708 Third Avenue
New York, N.Y. 10017

212/986-5050

to lure group insurance away from
major U.S. brokers by using its
specialized knowledge of the
French group insurance markets
and the French language. ,

Carbonel won't compete with
those brokers, however. "Instead,
we want to be like a subcontractor
to the brokers," said Carbonel vp
Stephen L. Wyss who is establish-
ing the branch.

He explained that his firm will
work out a share contract with
other brokers, his firm taking the
group insurance and the other
brokers keeping property and ca-
sualty coverage.

"We have a narrow enough defi-
nition of what we want to do so we
can work the market hard,” Mr.
Wyss said.

The firm, however, is in the in-

fant stage. Mr. Wyss is introducing
Carbonel while awaiting results
from tests taken to obtain a license
to operate here.

The U.S. branch of Carbonel is
"very well capitalized, much more
so than the average broker in the
U.S.," Mr. Wyss said. However, he

declined to reveal the amount.

The large capitalization, he
added, is so ';we don't have to have
immediate success. We're spend-
ing what it takes to make it.work."

In France, Jean Carbonel & As-
sociates Inc. is the only group in-
surance broker. Annual premium
volume is $20 million for more than
300 clients, according to Mr. Wyss.

Mr. Wyss speaks French and is
familiar with overseas markets

after spending three years in Lon-

don and 15 months in France as a
group manager with the Insurance
Co. of North America.

Mr. Wyss plans to use his previ-
ous connections with INA. For
French companies with U.S. sub-
sidiaries, INA will be approached
to underwrite the group insurance,
he said. But Mr. Wyss added that
Carbonel plans to use other insur-
ers also.

Eventually, he hopes to build
connections with Lloyd's.

Although Mr. Wyss is still trying
to familiarize others with the Car-
bonel name, he said he is banking
on the fact that the French com-
munity here is rather small.

To help introduce and spread its
name, Carbonel plans to develop
an extensive reference library on
social legislation and employe

benefits in France for clients, other

brokers and insurers. -
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insurance and employee benefits
complete analysis

we do not sell or
place insurance

CORPORATE
POLICYHOLDERS
COUNSEL. inc.

20 North Wacker Drive

Chicago. lllinois 60606
Phone: 312-372-8225 -

How tokeep bank clients
financiallysecure.

Claim Update Report

A large number of financial
institutions still don't carry directors

and officers liability insurance.

AtGIC

Our free broker's kit will help you
explain the advantages of D&0
insurance. It contains a summary of

the most recent lawsuits plus a full
explanation of the MGIC policy and

what it covers.

The kit also contains all the forms

you will need plus a detailed
comparison of MGIC versus 21 other

D&O policies.

To date, more than 3,000 financial
institutions and more than 100,000

directors and officers are covered by
MGIC. Our specialized knowledge

of the needs of financial institutions is

what has made our D&O product so

widely accepted.

And the fact that our name is so

well known hasn't hurt either.

If you now work with or are

planning to work with any financial

institution, you owe it to your clients
to send for our new KkKit.

Simply use the coupon below
or call: 800-558-9900, Extension 6648.
In Wisconsin: 800-242-9275.

MGIC Indemnity Corporation

(,1./.ic-(lipt
lHial,ility
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MGIC Indemnity Corporation, MGIC Plaza, Milwaukee Wisconsin 53201
Please send me a free copy of your new broker's kit on Directors and Officers liability insurance.

Name

Firm

Addrex

City & K,Ate

Phone (Area Code)

815170R

7ip

|GIC Send for our free «D&O" brokets kit.
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. * Guidelines and an Insurance tive outhning the basic risk man- seds, discusses ways to identify,
|nf0 fOI' buye rs Buyer's Checklist for 011 & Gas agement process that should be measule and handle the risk and
Produceis :re compiled in a book- considered by a colporation to re- implement a risk management
lettohelpinsuiancemanagers de- ducethetotal costofrisk Italso progiam Fol a flee copy write
termine the best ptograrri for oil explains the loss assumption indi- INA, Supei, Servic$9%8(%0 Arch St ,

rT' o | eceive materials listed in Info for Buyers, write to the and gas ploduceis The Dooklet, calors that tend to measure finan- Philadelphia, Pa
1 name and address accompanying each item, mention- accoiding to its publishei, _ RIMCO, cial strengths and tells how to diaw

ing that you saw the Item offered in Buslness Insurance is designed so the insured can re- up d risk potential mattix Copies . Insuring Complex Risks Some

L. . i uest his insuiance agent to a | lite William cin , Prolessional Considerations is d
Readers are invited to submit educational and promo- schedule ccverages preser?tfy car- f-‘%lﬁf@gvlnc, uite 1%(5\,/'10%8 piomotiona brochuie from INA
tional material of Interest to risk managers and employe lied as well as outlining his lec- N_Central Expiessway, Dall The biochure suggests self-
benefit chiefs for possible inclusion in the column All emmendations or modifications Tex, 75231 insmance s a possible alternative

. . Copies are $5 Wiite Robert N . . a flee copy write Dept R INA
Items that are free and of interest to our readers al e eligi- Hughes, RIMCO Inc. Suite 180, e A Risk Manager Guide to Goods 1600°Arch S |fa(§:epph|a, a
ble, those available at a modest cost will be considered 10300 N Central Expressway, Dal. in Transit, a 16-page booklet pie- 19101

Send a sample to Info foi Buyers, Bumness Insurance, 740 1as, Tex 75231 pdred by the Insurance Co of
Rush St. Chi 60611 Noith America for risk man- . A 10-Point Pocket Guide to Fire
us ; icago, » Loss Assumption is an article agers ofcorporations thal belland Protection horn Industiial Risk

repnnted ftorn Financial Execu- ship goods domeftically and ovei - Ins «trels 16 a 24-page booklet covei-
ing what to do when a loss occui s
and 10 lules for such concerns as
file bdiety education, good house-
keep ng, sate fuel stoiage and
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piepaing toi emeigencie Fol a
free copy WiIllte Robert F Quag-
liaroli Publications Dept, Indus-
trial Risk Insuieis, 85 Woodland
-+ 71 St, Hartfoid. Conn 06102

- Results of the flist nationwide

comprehensive suivey of bank In-

suiance have been tabulated in the

T o 1977 Confidential Bank Insurance
Survey Report The suney pro-

vide. bankei s with data to com-

pate their most entical insuiance

polin limits, insulance premiums,

O*- *r cohts, losses, deductibles and re-

i covezies with the industiv or

It

[ banks of the same size The cost is
57 and may he obtained by oider-
ing numbel 212100 hom the Oider

: - Processing Dept, Anieilcan Bank-

] 1
- . ers Assn | 1120 Connecticut Ave,
- — . \ - N W,Washington, D C 20036
|
b

- How can American buiness
protect itself horn the ravages of
runaway pi oduct lidbility Insub
(@) ance costs" Can the ploblem best

- , M E F F"i & 1 * T be solved by federal legislation'>

These and other questions are
'«d 'S5 1:1,. exdmined in the Product Liability
IMR': Conference Proceedings held in
4 1 May 1977 in Washington, D C,
i) undet the auspice, of the Multi-
Association Action Committee
The lianscript Costs members ot
the Sporting Goods Manufacturers
Assn, $25, $50 to non-members
Write Sporting Goods Manufac-
i- . - turers Assn , 200 Castlewood Rd,
North Palm Beach, Fla 33408
r.654C,

. Insurance Consultant's Society
Brochure includes information on
risk management services pro-
vided b> members of the society
There is also a 11Hting of the
. member companies, Foi a free
I n a CI aSS b Itse If copy mi ite William S Mcintyre,

y CPCU, RIMCO Inc, Suite 180,
10300 N Central Expiessway, Dal-
las, Tex 75231

! -« The Way to Go 1% d factual sum-
ma p ofthe latest inioi mation from

Kemper on dl inking and driving
* and those who sometimes do both

Up to 50 copies are avail-
B able free Write Communications

& Public Affairs Dept, Kernpel
Insuidnce Cos, Long Grove, Il
60049

. RIMCO tells how to Analyze

Rifks to Get Better Insurance at
Less Cost in the constiuction field,

foi both highwak and heavy con-

stiuction conuactors Two re-

prints of aiticles aie offeled free
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This preeminence could only be achieved responsive to their needs Grain Dealers supports o e e e wir.
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Dealers Mutual are carefully Indianapalis, 46202 : Qmaha 68102, ;. Greenshero,N.G 27405 Mutual is In a class by itself Kemper Insuiance Cos to ptotect

businesses againt catastiophic

some ofthe topics coreied For a

losses For a flee com wlite Com-
munications & Public Affairs
Dept Kempei In%onance Cos,
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Charges against doctors, hospital
dropped in case involving salesman

NEW YORK - Criminal assault
charges against three doctors, a
nurse and a hospital that allegedly
permitted an unlicensed surgical
supply salesman to perform or-
thopedic surgery have been dis-
missed by a New- York supreme
court justice.

However, acting justice Joseph
Jaspan refused to dismiss indict-
ments for falsifying hospital rec-
ords to conceal the salesman's pre-
sence, which were brought against
Dr. David Lipton, one of the sur-
geons involved, and Lorna Salzal-
rulle, the operating room super-
visor.

The charges are a misdemeanor.

The other surgeon in the case,
Dr. Howard Masoff, anesthesi-
ologist Dr. Mary Chiu and Smith-

Nndustrial
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Nnsurers

REGIONAL OFFICES

Eastern Region
85 Woodland Street, Hartford, Cr. 06102
C.C. George, Manager

Western Region

175 W Jackson Blvd., Chicago, lllinois 60604
(312) 663-4050

H.S. Robinson, Manager'

Pacific Region

One Embarcadero Ctr.; San Fran., CA. 94111
(415) 434-3356

A.J. Wert, Manager

FIELD OFFICES
Atlanta, Georgia 30341

(203) 525-2601

town (N.Y.) General Hospital were
cleared of all criminal charges aris-
ing from the July 1975 incident in
which the salesman, William Mac-
Kay of Garden City, N.Y., was al-
leged to have implanted an artifi-
cial hip device in Franklin Mirando
of Central Islip, N.Y.

Mr. Mirando claims that he was
left crippled by the operation and
has filed a malpractice action
against the two surgeons and the
hospital for damages reported to
be $2 million. His wife said deposi-
tions will be taken after the crimi-
nal matters are resolved.

Mr. MacKay has said that he was
called to assist the two surgeons
after they fractured Mr. Mirando's
femur during an attempt to im-
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plant the artificial hip. Howard F.
Davis, Smithtown General's attor-
ney, noted that Mr. Mirando has
called Mr. McKay's presence in the
operating room a positive rather
than a negative factor.

In addition to the lawsuit, the
Suffolk County Medical Assn. is
conducting its own investigation
into the incident to "clear the air.”
Association president Dr. Stephen
A. Gettinger said there was much
"misinformation"” about the case,
but he would not elaborate be-
cause. of the criminal charges still
pending.

Several other medical equip-
ment salesmen told a public hear-
ing in New York that they had also
taken part in surgical operations at
the request of licensed doctors. .
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dates for buyers

March 9. The Boiler and Machinery Assn. of
Chicago is sponsoring a seminar in Chicago
consisting of a three-panel discussion boiler
and machinery business interruption insur-
ance, business interruption rating - new
1.S.0. filing, captives and the boiler and
machinery industry. Cost: $12. Contact Pal
Marrs, Chubb & Son Inc.,222 S. Riverside
Plaza, Chicago, lll. 60606; phone 312-454-4256.

March 21-23. A fundamental reinsurance
seminar, Reasoning Reinsurance will be held
at the University of Dallas. The program will
study the essentials of reinsurance in light of
recent market developments. From the ceding
company side, guidelines will be offered to
benefit insurance company managements on
the processing, decision-making and reason-
ing approach regarding reinsurance. Pointers
on captive companies, specially insurers and
reinsurance pooling arrangements will be
specified. Cost: $3.50. Contact Bruce Evans,
University of Dallas,
Laboratories of America Inc., Irving, Tex.
75061; phone 214-438-1123, extension 360.

Management

March 14. The Los Angeles chapter of the
National Safety Council will sponsor a training
course in Burbank in the fundamentals of
workers compensation. Cost: $75. Contact

The Training Institute, 3388 W. 8th St., Los
Angeles, Calif. 90005; phone 213-385-6467.

March 15. The Profit Sharing Council of
America will hold a regional one-day meeting
in Atlanta, Ga. There will be panel discussion
on ERISA, a seminar on communications for
profit sharing and a profit sharing workshop.
Cost: $25. Contact Walter Holan or Philip F.
Prince, Profit Sharing Council of America,
Suite 722, 20 N. Wacker Drive, Chicago, Ill.
60606; phone 312-372-3411. A similar program
will be held in Chicago on May 8.

March 15-17. Managing Marine Risk spon-
sored by Keith Shipton Developments Ltd. to
be held in London. The need for the course has
been spurred by the largest collision in marine
history and will cover practical application of
risk management in the marine field. Contact
Caroline Atkinson, Keith Shipton Develop-
ments Ltd., St. John's House, 124/127
Minories, London, EC)N 1 NT. phone 488-
2071

March 17. Orientation to CAL/OSHA will be
given in a training course in Burbank, spon-
sored by the Los Angeles chapter of the Na-
tional Safety Council. Cost: $75. Contact: The
Training Institute, 3388 W. 8th St., Los
Angeles, Calif. 90005; phone 213-385-6467.

Your Eyes
andEkEars:IRF

Industrial Risk Insurers helps update and maintain your

uptime. That's why IRI loss prevention personnel frequent your
plants, taking a fresh look at your facilities, hearing about

planned changes, recommending improved fire safety and

\ loss prevention measures.
\ During a recent 12-month period, our loss prevention staff
\ delivered more than 1,000,000 hours of such loss prevention
service, all of which consume the greater portion of the IRI
expense budget. Itts this kind of in-depth expertise and

sincere effort that helps keep your facilities operating

and your plants producing. IRIl's commitment to a

1 million and qpg.details.zall.the. way-from shecking

L programs -he@s prevent loss. _ _
ince 1890 our loss prevention service

has been painstakingly thorough in
inspecting and qualifying a company for
preferentialinsurance consideration.

Our staff, working through agents and
brokers, has encouraged our insureds to follow good
fire prevention and loss control practices that thereby
qualify them for attractive insuring conditions and
premium consideration through reduced loss potential.

An Association of 45 leading insurance companies,

Industrial Risk Insurers - with domestic and foreign
coverage in excess of $375,000,000,000-offers
proven stability, enlarged capacity, broad property
coverage and prompt indemnification. For more
information, contact your agent or broker or one of
our offices listed adjacent to this message.

Nndustrial
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nNnsurers
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Gas tank explodes in Calif.

RIALTO, Calif. - A tank in a
high octane gasoline farm in San
Bernardino county exploded late
last month, ci itically injuring a
24-year-old truck driver.

The explosion burned for 10

t.ours, according to the Rialto fire

department. Fire chief Francis
Lorson said that the entire plant
had to be shut down while the fire
was extinguished.

Estimates of damage appears to
be under $1 million, including
$150,000 for fire department ex-

INSURANCE
SPECIALI95

Excess

Special Risks
Surplus Lines

-- THE WETZEL
COMPANY, INC.
THE COMMODORE
«85INSURANCE
1:i/,IVV COMPANY

2000 South Post Oak Road, Suite 2400
P.O. Box 66452, Houston, Texas 77006
713/626-3240 Telex: 76-2053

Taking the Risk out of Business

Ppenses.

The tank involved in the explo-
sion was owned by Southern
Pacific Pipe Lines Inc., of Los
Angeles, a subsidiary of Southern
Pacific Transportation Co. of San
Francisco. A Southern Pacific
spokesman explained that the
pipeline unit leases the tanks to
various companies, including Tex-
aco Inc., the company reported to
haveleasedthetankthatexploded.

However, Robert Kreiling, man-
ager of the insurance department
for the oil corporation, said that to
his knowledge the tank was not
leased to Texaco and that his com-
pany was not involved in the ex-
plosion.

Nevertheless, he also added that
"after a loss, it takes time to sort
things out,” indicating that further
investigation may prove that Tex-

aco did lease the tank.

Southern Pacific insurance
supervisor Jim M. Walsh said that
his company had coverage on the
tank with a "normal” deductible,
which he would not disclose. -

More older people
in U.S. population

WASHINGTON-Since the
mid-19th Dentury, the total U.S.
population has increased about
nine times. However, the older
population-those 65 years and
over-has increased 40 times, the
American Council of Life Insur-
ance reports.

Each day approximately 1,300
persons join the ranks of the older
population, the Council notes,
which adds up to nearly 500,000
more retired people annually.

There were approximately 22.9
million persons age.65 and older in
the U.S. in 1976, the Council says.
By the year 2000 the figure is ex-
pected to reach 31.8 million. And
by the year 2030, the number of
persons age 65 and older is ex-
pected to reach 55 million. -

WHY THE NO.2
ALARM COMPANY SHOULD BE
YOUR NO.1 CHOICE.

Honeywell Protection Services is the fastest-growing national alarm
company in America. Now serving nearly 45,000 subscribers from over
35 locations coast to coast. We offer you a full range of services: fire
and security, sprinkler and equipment monitoring and a special
GHQ service for multi-location companies. And because we want to keep
growing, we're eager to give you better protection value -at sensible costs.

Want to know more about us? Write us now at Honeywell Plaza,
Mail Station MN 12-2231, Minneapolis, MN 55408.

In Canada, write Amplitrol Electronics, Ltd., Candiac, Quebec.

Honeywell
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By KATHRYN J. McINTYRE
Insurers tell buyers: Take punitive

) damage fight to legislatures, not us

If you don't like the new exclusion of punitive damages 1
i your liability insurance policies, pressure legislatures to

;nc ean up the’laws so that it's ari exposure you can live with.

1 That's basically the insurance industry response to
uproar over its recent attachment ofthe specific exclusion. j
The insurers maintain that punitive damages, as a form of

. punishment, are not a proper subject of insurance and

3 never were intentionally covered. Besides, they add, the

O awards are becoming too frequent and too expensive to

i leave the in_dustrY open to that

% s liability: Witness the $125 million

E punitive award last month against

1 Ford in California.

But that award might not be
that outrageous. Consider, if Ford
really deserved to be punished for

2 knowingly marketing a deadly

f car, how much is enough to

{ actually punish the giant

corporation? Admittedly, it's

4 mind-boggling that the award is

going to one victim, even one so

8 painfully and tragically injured at

¢ ' 12 years of age. It's been suggested that punitive awards be

1] paid to a rehabilitation fund.

1 The justice of victims getting the spoils aside, risk
managers readily concede that the insured's intentional

' acts should n6t be covered by insurance and in fact are ex-

* cluded by the insurance policy's definition of occurrence.

7 They contend, however, that protection is deserved under
the insurance policy against punitive awards in cases of

1 vicarious liability: when the actions of an insured's agent

4 in a punitive award were not known and condoned by the

i insured. Insurers say they sympathize, but so far only
INA and SAFECO Cos. have developed an endorsement
to insure against the exposure, for a price of course.

Other insurers are begging off. claiming they can't write
an endorsement that will apply only in cases of vicarious
liability. "It's too hard to define when that takes place,”

M said Kemper Insurance Cos. underwriting manager
George Kasbohm. Fireman's Fund vp Creighton White

9 asks, "When does a company know and when doesn't it
E know about an activity? Does it know when the whole
1 board of directors knows? When one director knows?
1 When a foreman knows?"
In lieu of insurance, the insurers offer that the employer
4 should not be Runished in vicarious Iiabilit)c{j cases.
4 Granting that ah employer cannot preclude all future
im liability no matter how carefully he screens prospective
3 employes, St. Paul Fire & Marine senior vp Thomas F.
McCann said, "We feel it's a problem that should be
IN handled legislatively."” Not willing to concede so much,
»f Ronald A. Jacks, senior vp and general counsel at CNA
I Insurance, suggests it is up to the corporation to establish
principles and guidelines to preclude vicarious liability
1) cases.
Assessink furor over the exclusion among buyers of
insurance and brokers, Fireman's Fund's Mr. White said,
ic. It might hg
the |prdbldg

Mcintyre

igsureds get together to force legislative relief from what

1 adopted the exclusion not only on the principle that in-
4 demnifying punitive damages undermines the court's
ginient to punish, but also because "we're concerned about
the inordinate exposure presented by the recent use and
0 abuse of punitive damages." The solution, he says, "lies in
E the legislative area. We need some curbs. We need to set
standards for awards and place limits on them."

Rather than joining forces to pursue this avenue, there's
some belief that risk managers can, through their
collective consumer clout, eventually force the exclusion
off liability policies to keep coverage for vicarious liability
where permitted by state law.

ISO reconsidered the exclusion recently and even with
some different members the committee voted to maintain 2
it. When confronted with the idea of a consumer revolt, '
ISO's vp Richard Savage quipped, "If there's a revolt, it
ought to be against what is happening in our courts.”

How about it? Which giant do you want to stalk: the legal
system, the insurance industry or the stupid incidents that
get you into the whole mess to begin with?

E=S—3% 17— IR T e
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Social Security: Look, plan, but don't leap

By Kenneth Keene
Senior vp and director

Johnson & Higgins
New York

T T OLUMES CAN AND WILL be writ-

V ten about the social, fiscal, economic
and political implications ofthe 1977 Social
Security amendments-replete with predic-
tions of the additional short and long term
changes that will be made in the Social Se-
curity system. Less dramatic, but more
practical, are the effects the new amend-
ments will have on the design and integra-
tion of private pension plans and on plan
cost and pension adequacy.

The most elementary observation is that
employer and employe Social Security
costs are going to increase dramatically over
the next 10 years. The taxes will more than
double in 10 years for the average em-
ploye-one who earns about $10,000 now,
but who will earn over $17,000 if wages
grow at the 594% yearly rate used in the
Social Security actuarial cost projections.
For an employe who earns at the maximum
covered wage level, the taxes will triple?

Part of the matching employer taxes will
be offset by higher corporate income tax
deductions (a form of general revenue fi-
nancing), price increases ultimately passed
on to the consumer and a curtailment of
wage increases. However, a substantial por-
lion is going to be absorbed directly by em-
ployers. This means that less money may be
available for private pension plans.

Despite a big boost in taxes, Social Se-
curity benefits for a typical employe will go
down from the level of benefits provided by
the prior law. The primary Social Security
benefit measured as a percentage of an
employe's covered earnings in his last year
before retirement at age 65 will decrease
precipitously in the next several years.

This table shows the projected age 65 "re-
placement ratio"” for workers with average
earnings and for workers always earning at
the maximum covered wage level.

Replacement Ratio

Year of Worker With Worker At

Retirement at Average Maximum
Age 65 Earnings Earnings
1979 46.7% 34.8%
1980 46.6 29.3
1981 47.0 28.0
1982 41.9 22.9
1983 41.0 22.8

Speaking Out continued

Part of the increased Social Secu-

rity taxes will be offset by higher
corporate income tax deductions,
says benefit specialist Ken Keene.
But a substantial portion will be ab-
sorbed directly by employers, leav-
ing less money for private pension
plans.

This table h ighlights the potential for dis-
satisfaction as average-paid workers retire
beginning in .982 and higher-paid workers
retire starting in 1980, with extra pressures
on those retiring ir. 1982 and later.

Redesign of pensio n plans to dovetail
with the 1977 Sorial Security amendents
will not be a sjmple matter. Defined benefit
plans should be exam: ned as to cost, pen-
sion adequacy, integration margins and
overall design. Some companies will be
surprised and penurbed when looking at
the final result fast ioned by the interaction
of these various elements. In at least a few
cases private plan contribution levels may
go up as the tenef.ts go down!

Final pay plans are cften integrated with
Social Security tenefits by an "offset”
duced by a certain percentage of the pri-
mary Social Security benefit. The speci-
fic percentages for each year of credited ser-
vice are set to achieve a target level of pen-
sion adequacy for a career employe. For ex-
ample, a plan might Erovide 114% of final
average pay less 1 N% of primary Social Se-
curity for each crelited year.

The change in err ployer contribution
levels under an ofiset plan as a result of the

1977 amendments will depend on changes
in the actual dollai primary Social Security
amount (these changes will vary based on
earnings of the participants) and on the as.
sumptions previously used by the actuary to

Here's how to distinguish

risk, insurance managers

By Bruce D. Evans
Executive director

Risk Management Institute
Irving, Tex.

‘' O BOLSTER PETER DOWNES'S con-

cepts to delineate a risk manager's qual-
ifications from a director of insurance, |
have contrasted below the insurance buyer
(being a purchasing agent), the insurance
manager and the risk manager characteris-
ties. This overview can further assess these
essentials.

Using another approach, let us imagine a
newly hired director of insurance traveling
to various organization units armed with a
pre-prepared checklist of insurance expo-
sures. Thatdirectorneeds to conducton-site
evaluations identifying and appraising ex-
posures in a comprehensive manner ex-
plaining insurance and self-insurance pro-
grams to interested employes and working
toward uniformity of purchase in a profes-

sional manner.

The risk manager, by contrast, can be ex-
nort Aa +A Ar, mArA thgn the Ai rer-+Ar nfi nen r.

ance by citing non-insurance risk expo-
sures, by checking into the consistency of
personnel submitting data, by preventing
loss wherever possible by seeking to dis-
perse any accumulation ofvalues, by urging
the strictest standards for loss control, by
gathering incidem reports that may not
have to be reported into the insurance pro-
gram, by identifying vulnerability to any
single resource (such as fuel, transportation
services, critical raw materials, etc.) and urg-
ing reliance on two or more methods to sup-
ply such a resource, by insisting on an extra
set of critical papers or records at any or-
ganizational unit which cannot be damaged
concurrently with the master records and by
being on the lookout forunnecessary waste,
whether it be a resource, a process or a con-
cept.

The distinguishing feature of a risk man-
ager is that he protects resources, not just
assets. This person will concentrate on the
negative consequences of any decision and
notbebound byonlytheinsurance-oriented
risk exposures wh:ch is (unfortunately) the

trnininG efiwon +A Ineur. Mmoo Norennmm—1 —

Photo: Bo Groome

estimate future Social Security benefit in-
creases. In some cases the new contribution
levels may be sharply different - higher or
lower - compared to previous costs.
Career average plans are generally inte-
grated using a "step-rate" or "breakpoint”
technique. The plan provides pension
benefits which are proportionately greater
for earnings in excess of the Social Security
tax and wage base. For example, a plan
might provide 1% o f the current year's pay
up to the Social Security wage base plus
1% 70 of the excess. These credits would be
added 'up for all years counted under the

plan.

As the Social Security wage base is in-
creased materially under the 1977 amend-
ments, career average plan benefits cur-
rently credited for higher-paid employes
will be lower relatively. This is because a
larger portion of their earnings fall within
the lower percentage portion of the plan
formula. Unfortunately, this benefit de-
crease will probably be only partly restored
by increases in the employe's primary So-
cial Security benefit.

The result could be a gap in pension in-
come for these employes. Increasing the
percentcredited overthe wagebase may not
help since the wage base itself is growing
and, in any event, there are IRS limits on the
spread between the two percentages in the

Area Insurance Buyer

Risk analysis Buys insurance/

relies on agent

Risk

evaluation

one occurrence

deductible

Loss prevention/

accid. control

computers

Risk transfer

insured fund or

buys excess ins.

Insurance manager

Studies balance

sheeUP+ L

Evaluates MFL
and PMUutilizes

i.e. dry sprink-

lers to protect

Establishes self-

below the wage base may result in over-
generous benefits for the lower-paid
employes, with a corresponding increase in
plan cost.

One control device here could be to use a
breakpoint which is a specified lower dollar
amount initially. This would be modified
upward as the wage base goes up, using
some built-in lag factor or amending the
plan from time to time.

A third variety of integration is a tech-
nique using an employe's "covered com-
pensation,” rather than a breakpoint
which is identical for all employes. Other-
wise, the concept is similar to the break-
point approach. Covered compensation is
the average Social Security wage used to
determine the employe's primary benefit
assuming he worked to age 65 and earned
the maximum taxable wage each year. The
covered compensation varies by date of
birth. In 1978 it is $8,256 for an employe born
in 1913 and grades up to $17,700 forone born
in 1947 and later. (This is using the pre-1977
amendments, since the effect of the
amendments will have to be clarified at the

regulatory level).

The 1977 amendments will affect plans
using this technique in two ways - first be-
cause of the changes in the wage base and
second because earnings are now indexed
for wage inflation from the year in which
earned to when the employe reaches age 60.
It is not clear whether the old method of
determining covered compensation will
still be permitted and, if so, whether the
scheduled increases in the wage base to
$29,700 in 1981 will be used in projecting
covered compensation. Or, this method may
be scrapped by IRS in favor of a formula
based on the new "average indexed
monthly earnings" concept contained in the
1977 amendments.

Early decisions will be needed for indi-
vidual benefit statements which show pro-
jected pension and Social Security benefits
under an integrated plan. If the scheduled
increases in the Social Security wage base
through 1981 are used in the projection, then
some employes may be disturbed by the in-
dicated drop in their pension compared to
the previous statement. If the future in-
creases in the wage base are ignored, the

reporting to the employe overstates the plan
benefit.

One temporary solution is to base the pro-
jections on the pre-1977 amendments. Then,

Continued on following page
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PE SPECTIVE

Government harassment just too much to bear

By Peter Downes

Manager of Insurance
Baltimore, Md

sl

T MAY BE THAT old Omar Khayyam

had the right idea after all Perhaps all
good, middle-aged, middle class men
should now hquidate their assets, gather up
a loafof bread and a jug ofwhiskey and then
traipse off into the wilderness with a good-
looking woman Needless to say, one's
spouse may have her own Ideas about the

inugbject, but it is a thought worth consider-

No doubt it is the depressing effect of a

FTr-Jdh

long wmter combined with income tax and

Speaking out columnist Peter Downes on which T pay the taxes,
finds the new Social Security amend-

ments i ust another example of the gov- There are other charges on me as well

pay tax in ever greater amounts, not to men-

tion the state and the county In addition to

this, the property tax on the postage stamp

and shack, which the bank and | o ntand
eeps escalatin

because of a purported iEcreased valueg

Heck, | can't even afford to sell the dump’

Every time | buy something the state skims

ernment harassment he finds beyond off a percentage Then the government
the tolerance of any individual.

turns around and says to me, "Rememberall
those consumer goods you bought over the
years Well, you were ripped off,"” and | re-
ply, "Yeah, | know - by your" And they re-
spond, "No silly, not by us but by the man-
ufacturers So whatwe have done is to pass a

all the rest, but having trained myself as a half century The way benefits are being in- withstanding the most recent noises on the law to take care of you "
risk manager to take a look at future trends, creased many of us may yet find ourselves subject, demands for earlier retirements

| find myselfappalled at the prospect before living entirely on Social Security in our old rather than later ones, as well as shorter
me age mstead of on those pensions we hope- work weeks

First of all, there is Social Security Not fully looked forward to
that | have anything against Social Security

Well, a new law means new regulations, a
new army of bureaucrats to administer
Obviously, something will have to give them and, of course, more money from my

Butthat is not all Payroll tax will trilzle for and the most likely thing is the nation's pocket to pay for it all Then the bureauc-

since | hope to benefit from 11 in the future both employe and employer overthe next 10 economy with its demise coming about in racy finds that itdoes not havethe necessary
But the most recent change in the laws, as | years and will continue to increase thereaf- the form of hyper-inflation This in turn will information to pioceed against corpoi ations
understand It, doubles benefits over the tei Of course, employers do not really pay mean that all those pension plans, deferred and demands that the corporations supply
next seven years, redoubles them in 14 taxes but customers do in the form of higher compensation plans, split-dollar plans and It This in turn requires extra staff to pro-
yeai s, then doubles them again in 21 years prices This means that not only will em- everything else you have so assiduously duce what is necessary and, of course, they
and so on, ad infinitum Obviously this law ployes' real income diminish because of di- wheedled from your employers these last 20 too have to be paid - in other words, there
must have an Inflationary effect since rect taxation but will dwindle still further years may not be worth the paper they are IS another form of taxation which pushes
otheiwise benefits will exceed the gross na- because of indirect taxation
tional product sooner or later

written on prices a httle higher and my real earnings a

This ts just the start of my camplamts In little lower and adds nothing at all to the
were any indication that the nation's pro- this year of grace | am paid a salary that 30 gross national product

This reminds me too of all those pension ductivity would Increase at the same rate years ago | would have thought beyond my However. what really irks me is when the
plans which are integrated with Social Momentarily, however, there is every mdi- wildest dreams | also have a tax bracket to less reputable bureaucrats hke insurance
Security - the ones that say that your cation that the rate of growth will lessen m match Inflating my salary to match the in- commissioners start getting mto the act
maximum annual pension and Social Sec- the years ahead rather then increase In ad- flated economy does me no good at all since The Maryland insurance commissioner, for
urity combined shall be equivalent to X% of dition, one foresees a declining birth rate, my real earnings keep getting less by the example, has Just come up with a scheme to
your average annual earnings over the last increasing life expectancy and, not- day Needless to say the Feds are after meto milk me of more money He wants me to

subsidize Baltimore city drivers on the

Perhaps this would not be so bad if there

grounds that automobile insurance should
be based on where a car is driven and not

Risk Manadein€nt MotE€s

where it is garaged In actual fact | thought

that was how | am bemg rated now since on

quences arise demand | dutifully tell my insurers that |
= The US "jnsureds" will only receive an drive to and from work and | have always
income tax deduction for the portion of the supposed that they charged me accordingly
premium which ultimately goes to the unre- Maybe so, says the commissioner, but you
lated insurance company

IRS analysis of dividends
IS sleeper in captive ruling

By Warren, McVeigh, Griffin

Risk Management Consultants
San Francisco

must pay more
. The balance ofthe premiums paid by the Well if he says that, | just might lie about
U.S parent corporation will be a non- where | drive - after all who is to know the
deductible capitallcontribution to the cap- difference') Unless, of course, he sets up the

P tive (also not taxable income to the captive) system of insurance pohce that | have Joked
» The non-deductible portion of the pre- about from time to time, which in turn will

miums paid by the U S subsidiaries of the require even more of my earnings to pay

| 1 1 U S parent corporation will be considered their salaries
51 52 1 c to be a dividend (possibly taxable) to the So, the more | think of it the more attrae-
HE FOLLOWING are the comments of U S parent to the extent that the subsidiary tive does the thought of gallwanting off into
Ta corporate tax attorney experienced in EF2 has earnings and profits, followed by a con- the wilderness become The only flaw in the

captive insurance companies
Issuance of Revenue Ruling 77-316 has

tribution to capital of the foreign captive argument that | can think of is that when |

If Sl pays a "piemium" to C (and the IRS - Any proceeds paldby thecaptive to US get there | shall probably find it lousy with

generated considerable excitement ruling proves to be correct) a triangulal or parent corporation w-th respect to losses bureaucrats tellmg me what to do and, of

("yawnt") While it is a useful presentation of constructive dividend will occur

the IRS position, nothing in the ruling itself

should cause taxpayers to panic since the P

ruling does not have the force and effect of

law It is interesting to note that the IRS has

waited almost 21/5 years to lelease the ruling

at the most strategic time S1
There are some real "hookers" in the rub

will be considered as a dividend (to the ex- course, being supported at my expense -
tent of earnings and profits)
. Any proceeds paid by the captive to U S
subsidiaries will be considered to be a di-
vidend to the U S parent (to the extent of Kee n e ===
any earnings and profits), followed by a con-
tribution to capital of the subsidiary Continued from preceding page
« Because payments by the captive do not state to the employes that the technical de-
constitute Insurance proceeds, the U S cor- tails of the 1977 amendments are under
In fact, the IRS will "reform" the transac- poration will be permitted to deduct the study and will be reflected in next year's
tion as "uninsured” losses statement This will provide breathing
The "dividend" aspect of the ruling is a space to redesign the plan
"sleeper"” that may ultimately be much

) D
premium = X
ing, however The unwary taxpayer may
find himself in trouble if the IRS position is
correct First, let's analyze the ruling
In Rev 77-316 (77-35 IRB 7) the IRS
"hypothesizes" three fact situations
*US corporations insured with a foreign

captive Insurance company which retains
the ""risk ™

-6.tplic,
60- 00%84

more expensive to U S corporate groups In addition to the 1977 amendments, pen-
Because C doesn't qualify as an insurance sion plans may be affected by new and sub-
company, it is likely that all of its invest- stantial changes in the degree and methods
osc ment income will be taxable In the U S If, of integration now belng proposed by the
lated U S insurance company which rein- however, such income temporarily escapes Carter Administration and included within
sures 95% of the "risks" with a foreign cap- Unless P & Sl file a consolidated tax re- US taxation,thetriangularflow is reversed the tax reduction/tax refoim package
tive insurance company which is related to turn, the dividend may be partially taxable if proceeds are paid Ifthese proposals are erracted into law, the
the U S insured Similarly, if FI pays a premium under the pure "excess" plans (no benefits for those

-US corporations insured with an unre- S1

*US corporations insure with a related same fact pattern, It W111 be treated as a
foreign captive insurance company which dividend (probably fully taxable), followed
immediately reinsures with an unrelated in- by a contribution to capital of C This may
surance company cause a number of unpleasant tax conse-

An observation Although each of the quences Thus, Fl's earnings may have been
three examples relate to foreign captive in- sheltered from taxation by a foreign tax
surance companies, the IRS conclusions, if holiday Such "shelter" may have been par-
applicable, would apply equally to U S cap- tially defeated Conversely, assume that FI
tive insurance companies (Colorado) had been taxed at very high rates and P had

who earn less than the maximum taxable

Social Security wage) will be prohibited

Further, the malority of offset, step-rate and

covered compensation plans would need

costly modification It is expected that these

. Lne proposals will evoke a considerable re-

— sponse among companies and pension pro-

fessionals One side effect will be a dialogue

The ruling doesn't address other com- involving heated debate and emotional out-

Further, although the examples all relate to not wanted a dividend because It already plexities Thus, if the "premium" had been cries This will be a front-burner topic soon,
U S corporate "insureds" (Carnation Co ) faced an excess foreigntax credithmitation paid by F2 to C, the "dividend" would have even though the basic effective date is Jan
the conclusions would apply as well to The limitation problems have now been hypothetically moved through Fl and P be- 1, 1980
foreign insureds (Ford Motor). compounded fore reaching C Which foreign tax credits The oveiall impact of the 1977 amend-
To illustrate, assume that a corporate The ruling states that insurance requires will oe available to PO ments does not mandate immediate action
group consists of aUS parent corporation risk-shifting and risk-distributing It goes It should be obvious that the IRS has gone - there iS a transitional period in calculat-
(P), two operating U S subsidiaries (S| & on to conclude that there is no economic beyond eliminating tax advantages ofa cap- ing benefits of participants who reach age 62
S2) and two foreign subsidiaries (FlI & F2) as shift or distribution of the "msured"” risk tive when compared with self-msurance If before 1984 and the maximum wage base
well as a foreign captive Insurance company Therefore, the contract LS not considered to the IRS ruling IS correct, the effect of con- and tax for 1978 is unchanged from prior
(C) A typical organization chart might look be one of insurance structive+dividends may suggest that self- law The bestthing to do right now is to plan,

A e race. It —Am FRllnUnnes ter, rinmaec Incilrcinf.A ic IACC . AC+W And lonk - hut don't lean
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and efficiently.
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letters

Continued from page 8
engineering department's inspec-
lions of that facility while we were
on the .coverage, our people also
made additional inspections and
always found the risk to be in ex-
ceptionally good condition. Unfor-
tunately, | never had the opportu-
nity of inspecting the elevator after
Cook Industries sold it to Far-
Mar-Co. in 1976.

The one item not mentioned in
the article is the possibility of
equipping our concrete elevators
with explosion suppression sys-
tems. Although we are not 100%
convinced on the adequacy of the
systems, they appear to be a far
better solution than offered by
anyone so far.

Bill M. Morrison
Vp, Producers Exchange Man-
agement Co. Inc., Dallas, Tex.

Atlanta - Baltimore - Boston -

Wrap-up programs

To the editor: | was interested in
reading Kathryn Mcintyre's article
(Jan. 23) "Utility's Wrap-up Pro-
gram Saves $1.3 Million."

| don't dispute a substantial sav-
ings for the utility in insurance
premiums (CGL, workers comp,
builder's risk) on a construction
project of this magnitude, but |
seriously question insurance man-
ager Richard Grennan's assertion
that the Nebraska Public Power
District also saved $225,000 in
surety bond premiums as a result
of the utility's "owner-controlled
bond program.”

In the first place, it is known that

a number of large general contrac-
tors in the U.S. refused to bid on

NPPD construction contracts be-
cause they would not be able
to furnish the required bonds in
their own surety companies and
through their regular agent or
broker, had they been the-success-
ful, bidder. This clearly indicates
that "the absent bidder may have

been the low bidder,” therefore
there is no assurance whatever that
NPPD obtained the lowest possi-
ble construction prices. On the
contrary, the actual total construe-
tion costs paid by NPPD are very
likely higher thanwould have been
the case had there been a greater
number of bidding contractors.
Further, it is interesting to note
that Mr. Grennan pointedly ne-
glected to mention the name ofthe

surety company involved in the

NPPD owner-controlled bond

program and, more importantly,
what rate that surety charged for
the bonds it provided to the con-
tractors performing construction
for the utility.

I submit that many of the regular
sureties to the contractors per-
forming NPPD work could have
matched or even undercut the
bond rat4 charged by NPPD's
surety, thils completely negating
the alleged $225,000 "savings" in
bondprerdiumspaidbytheutility.

It is *idely known and ac-

knowledged that many utilities
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Service and Ekpertise
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Wm. H. McGee & Co.,Inc

JR

111 John Street - New York, N.Y. 10038

and other large U.S. construction
buyers have long since recognized
the fallacy problems inherent in
owner-controlled bond programs,

including the illusory "savings" to
be had.

Bruce T. Wallace
Executive vp, National Assn. of
Surety Bond Producers, Wash-
ington, D.C.

Reinsurance

To the editor: The Perspective
section of your Jan. 9 issue con-
tained two excellent articles by
Joseph Destein and Andrew
Barile. Not only are these articles
timely, they point out many of the

pitfalls new companies entering
the reinsurance market must con-

sider.

An interesting sidelight is that a
Nnumber of the subsidiary insur-
ance companies the ARM/IRML
Group manage became interested
many years ago in diversifying
their risks. This was accomplished

Chicago - Columbus - Dallas - Detroit

Houston - Los ,Angeles - Montreal - Newark « New Orleans - New York Regional

Philadelphia - Pittsburgh - San Francisco - Seattle - Toronto - Vancouver

Correspondents Througholt the World

to a limited extent-over 10 years
ago-by sharing in each other's
reinsurance treaties. Growing in
experience, as well as financial
capacity, many desired further di-
versification with its appropriate
financial return.

With the guidance of our man-
agement group, a separate j ointly
owned reinsurance company was
formed over two years ago. With its
own professional staff and with
the aid, advice and assistance of
the professional reinsurers who for
many years had formed the back-
bone of the reinsurance treaties of
these subsidiary insurance corn-
panies, the new reinsurance com-
pany got off to an incredible start.
Now in its third year of business, it
is writing a $30 million premium
portfolio of diversified worldwide
reinsurances principally in con-
junction with, or as direct retroces-
sionaires of, the major professional
reinsurers of the world.

All of this avoiding the pitfalls
outlined in your articles.

Arthur H. Deters, CPCU
Executive vp & director (Rein-
surance), American Risk Man-

agement Inc., Englewood Cliffs,
N.J.

Cost control

To the editor: "Self-funded
benefit plans can pioneer cost con-
trol” (Feb. 6) impressed me as
being somewhat simplistic and
misleading. Benefit plan design is
oneelement in cost control, butit is
nottheonlyelementanditisnotso
clearly effective as the author im-
plies.

For example, there is little hard
data on the value of deductibles
and coinsurance in preventing un-
necessary, care without discourag-
ing necessary care. The hyperten-
sive patient who forgoes routine
therapy because of coinsurance
saves the plan a little today, but
may present a catastrophic claim
in five years.

Likewise, there is little evidence
that second surgical opinion pro-
grams are cost-effective over the
long term. That is not to say that
these and other benefit changes are
not worthwhile trying-only that
they are not easy solutions and
benefit managers should be aware
of the trade-offs and uncertainties.

Cost containment is a complex
issue and requires action on sev-
eral fronts: plan design, efficient
claims administration and cost
control, joint provider-payer pro-
grams to review medical care (as in
concurrent review of the hospital
care), public programs and em-
ploye education (which, inciden-
tally, should not be a one-shot de-
scription in a booklet, but a con-
tinuous program of benefit and
health education).

There is no "quick fix" for the
problem-not nationally and not
even for the individual benefit
plan. Yet, there is much that can be
done by responsible and commit-
ted parties. | would hope to see the

issue treated more realistically in
the future.

Michael J. Manley
New Britain, Conn.

Insurance info

To the editor: Thank you for the
editorial on the Library, myself
and our services, ("Need Informa-
tion,” Jan. 23).

Needless to.say, Business In-
surance has quite a large public
as we have been inundated with
cards, letters and phone calls.

I do have to mention that the
rates for membership which were
mentioned in your editorial were
the rates for "individual” member-
ship, rather than for"group” mem-
bership.

Tobelynn Gerard
Director, The Insurance Library
Assn. of Boston, Boston, Mass.



Salary survey...

Continued from page 1

ploye benefits only was paid the
highest, with an average salary of
$29,500. Risk managers with prop-
erty and casualty duties only earn
an average salary of.$28,800, while
risk managers involved in prop-
erty, casualty and benefits earn
$28,400.

The study also reported that tpe
of risk manager affects salary.
Sibson's study of responsibilities
and compensation definedthevar-
ious levels of risk managers by
identifying five types. The highest
level risk manager (type V) would
have duties in risk management,-
including self-insurance,-loss pre-.
vention engineering, safety admin-
istration, risk financing, risk deter-

mination and evaluation, claims
handling administration and
some responsibility for employe
benefit plan administration, de-
sign and risk financing for those
benefits. Approximately 38% of
risk managers were included in

this category.

Types assigned

This compares to only 1% who
were a type -l risk manager. This
type has little authority in deciding
on a broker or insurer and’ is.
mainly responsible for purchasing i
insurance and accounting. A type
Il risk manager would have addi-
tional responsibilities such as
sharing responsibility for selecting
brokers or insurers and risk evalu-
ation, plus responsibilities in ac-
counting and claims handling and
employe benefit plan administra-
tion.-The percentage oftype-ll was
14.1%.

The highest- percentage of risk
managers was in category IV (40%).
This type, according to the study,
determines and evaluates risk, but
only shares responsibility for loss
prevention engineering, seeurity
and safety -.administration. They
also handle claims, employe bene-
fit design, plan administration and
insurance purchases for employe
benefits. A type Ill risk manager,.
which includes 10.2%.of the re-
sponses, would identify risk expo-
sure, evaluate risks and purchase
insurance. There would also. be re-
sponsibility for claims handling,
including review and payment of
the claims and administration of
the insurance unit or department.

The type V risk manager earns
$31,300. Types Il and IV earn an
average of $26,900 and $28,300, re-
spectively. An-average salary of
$25,300 is earned by a type Il. .
Since the percentage fort:ype | risk
managers was so small; it, wasn't

Share in the
$39.2 million
savings in
workers' comp
Texas coverage.

Here's how.-Just separate your
Texas coverage from your
national workers' compensation
coverage. And place the Texas
portion with us, Texas
Employers'. Even though the
state,of Texas:sets rates for all
car.Mers in:the state, we're-
allewed to pass savings from
operational efficiencies. and loss
reduction back to our-
policyholders. Thus, the $39.2
million reward-in 1977. Learn .
how you may get your share of
thereward by calling our
National Accounts Division at
214/653-8100.
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insumance
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Employers Insurance of Texas:,
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analyzed throughout the study.

The salary levels increased as the
levels below the chief executive of-
ficer decreased, the study found.
While the average salary was
$30,700 for a risk manager one level
below the chief executive officer,
the salary for six levels below was
$24,200.

Although New York reported
the highest average salaries
($33,000), Hawaii and Alaska
weren't far behind at $31,800. Los
Angeles was third with an average
salary of $31,400, while Chicago
salaries averaged $29,500. The low-
est regional average was« $24,700
in the Southeast. The Midwest re-
corded an average salary of
$28,000, while the Westaverage sal-
ary was $28;400 and the Southwest
$27,700.

In addition to salary, 35% of risk
managers responding are eligible

forannualbonuses.Whiletheeligi-
bility for bonuses doesn't vary
greatly by company size, there is a
general relationship between the
bonus amount as a percentage. of
salary and the salary- level, the
study reported.

Approximately 51% of risk-man- .

agers are eligible for perquisites
and executive benefits. Tlie most
prevalent executive benefit, ac-
cording to the study, is- an annual
physical exam. followed by partici-
pation in stock options or a long-
term bonus program.

Corporate status

The value of the noncash corn-

pensation.ranged from a low of -

$2,300 to a high of $6,000-in only a
few cases.

The Sibson study also reported
that risk managers average 2.7
levels below the chiefexecutive of-
ficer. This figure, the study re-
vealed, varies according to the size
of the company.

Short on promises

Long on performance

In smaller companies, the risk .
management function is more
likely to be two levels below, the
study said.-But in.larger compa-
nies, it's three reporting levels be-
low the chief executive- officer.

However, even within very large
companies the risk management -
function is more than three levels,s.
below the chief executive officer
for only 20% of the membership,
the study said, adding that this un-
derlines-the importance of the risk
management function.

Sibson also studied the. title of
the individual the RIMS member
reports to, finding that almost 50%
report to a vice president. Approxi-
mately 49% of the risk managers
have the title of manager; the sec-
ond most frequent title is director -
with 22.6%.

Of those risk management mem-
bmis responding, a large per-
centage (54.6%)-have duties in
property, casualty and liability,
coverage, while a small percentage
(1.7%) have duties only in employe

benefits, group insurance and/or
pension.

In addition, the study found that
73% of risk managers have staffs of
five employes or less, with one to
two being the most prevalent. Sib-
son said the' size of the staff is pri-
marily related to the size of the

company. Approximately 7% have
staffs of more than 16.

Education

A bachelor's degree was the
most common highest educational
level attained by the risk man-
agers. Alrnost 75% have reached
this level, while 16% have. a
master's degree and 15% have
some college.

More than 15% of members re-
sponding in the U.S. have earned
the associate in risk management
which is a significantincrease over
the 3% level reported in a 1968 sur-
vey, according to Sibson. Over 10%
have the CPCU designation, which
is a 6% increase over -1968. .

ROLLINS BURPICK

HUNTER

Multinational Insurance. Brokers

World Headquarters

10 South Riverside Plaza

Chicago, lllinois 60606
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Train disasters...

Continued from page 2
to a tank truck owned by Liquid
Transporters of Louisville, Ky.

Just before the transfer was to
begin, the railroad tank car ex-
ploded. "It sounded like a 155 mm
shell going off," a Tennessee Na-
tional Guard spokesman said.

Neither railroad officials nor
NTSB investigators have been
able to determine why the explo-
sion took place. An NTSB official
said the agency was investigating a
report that a man involved in the
salvage operation may have been
smoking a cigarette right before
the explosion.

The explosion devastated a 400
by 500 yard area. Seventeen build-
ings were believed to be destroyed,
including two lumber yards, a
small restaurant and grocery store,
according to a dispatcher with the
Waverly Police Departrrfent. He

said damage probably was less
than $1 million.

L & N officials declined to dis-
cuss the railroad’'s insurance cov-
erage, commenting only that most
railroads typically have very high

levels of self-insurance.

The cause of the Cades accident
is not known yet. Butaspokesman
for the NTSB said the Florida Pan-
handle derailment appeared to be
caused by a broken rail.

The three accidents have stimu-
lated concern about the condition
of the nation's rail lines. Secretary
Adams urged a 25% increase in
the 300 federal rail inspectors who
monitor rail conditions.

Secretary Adams said there were
about 8,000 derailments last year.
About 500 of the derailments in-
volved the transport of hazardous

substances.

A spokesman for the Assn. of
American Railroads, an industry
trade group, said the rate of derail-
ments involving rail transport of
hazardous materials has fluctuated
between 100 and 150 derailments
per million car unloadings be-
tween 1970 and 1975, the latest pe-
riod for which figures are avail-
able.

Under new safety standards put
into effect last year by the Depart-
ment of Transportation, new tank
cars have better insulation to allow
them to withstand higher tempera-
tures.

They also have an improved cou-
pling devize to reduce the chances
they will come apart and spear pre-
ceding tankers in the event of an
accident.

New tank cars are being
equipped with crash shields in
front and back for added protec-
tion. The nation's railroads now are
retrofitting tank cars to comply
with the new government stan-

-— e 8l = _ —

Ford plans...

Continued from page 1

dealer agreements. They want in
black and white that the manufac-
turer will indemnify and hold the
dealer harmless from any losses,
damages, or expenses relating to
third-party the
manufacturer's product is, or is al-
leged to be, defective, deficiently

suits when

designed or to have malfunc-
tioned.

Insurers have reduced pre-
miums when the clause is in the
riealer's contract, said an NADA
spokesman, while other insurers
have refused to underwrite a pol-
icy for a dealer without such a

clause in his contract.

These indemnification agree-
ments are common among major
auto importers, but the big three
U. S. automakers have thus far not

agreed in writing to indemnify
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their dealers in these cases.

At General Motors Corp., where
the indemnification issue is under
review, a spokesman said the com-
pany has indemnified dealers "un-
der appropriate conditions." Chry-
sler Corp. said it currently is work-
ing on the issue with its dealer
councils.

Ford said it would be inaccurate
to assume that the new umbrella
policy for its dealers is in response
to demand for indemnification
clauses in dealer agreements.

The NADA proposed wording of
an indemnification clause includes
a section indemnifying the car
manufacturer when the dealer fails
to comply with his obligations,
when negligent or improper repair
or servicing is at issue, when the
dealer breaches a contract with a
customer or when a customer is

mislead by the dealer.

The wording varies in the in-
demnification clauses adopted by
the auto importers, including
Volkswagon, Porsche-Audi, Peu-
geot, Toyota, Datsun, Fiat and
Saab-Scandia of America Inc.
Saab's is perhaps the shortest, say-
ing simply, "Dealer and Saab each
agree to indemnify and hold the
other party harmless against all ac-
tions, claims, damages, expenses
and attorneys fees incurred by ei-
ther party by reason of any act of
the other party, or arising out of
any action to which either is made
a party through fault of the other."

Only one U.S. truck manufac-
turer, Freight Liner Corp. of Port-
land, Ore., writes a similar in-
demnification clause in its dealer
agreement.

Major Ford dealers in the Chi-
cago area said they had either not
heard of the pending insurance
poloicy from American Road or
that they had only second-hand in-
formation they would not repeat.

As to whether or not dealers will
buy the insurance in lieu of con-
tinuingtopressforanindemnifica-
tion clause, one Ford dealer official
said, "Something is better than
nothing.” Leonard C'miel of
Marshall White Ford in suburban
Chicago said, "We can't buy insur-
ance, as far as we know, for the
product we sell.”

Marshall White Ford spends
close to $30,000 a year defending
suits. They aren't the kind that
make headlines, like the $128 mil-
lion award in the 1972 Pinto design
case, but they cost money and
time, Mr. C'miel said.

Currently the dealer is defending
a suit brought by a disgruntled
Pinto owner who discovered that
while the manual said a driver can
Shift gears when the car is moving
15 mph, she found in fact she had
to be driving 16 mph to shift gears.
The owners manual will be revised
to preclude another such suit, but
in the meantime, Mr. C'miel said,
"We don't know what the mail is
going to bring each day.”

Although the American Road
umbrella policy is intended at this
time for only Ford and Lincoln-
Mercury dealers, there is nothing
to legally preclude the policy from
being marketed to dealers of other
automakers once it is approved. .

Play indicates
successful man

WASHINGTON-The ability to
play can mean success, reports the
Health Insurance Institute.

Studies of 95 Harvard graduates
from the classes of '42, '43 and '44
by psychiatrist George E. Vaillant
show that the ability to play com-
petitive games, such as tennis,
with friends and take long, imagi-
native vacations from work is a
good indicator of successful ad-
justment iNn Mmiddle age.



Crain unveils plans

CHICAGO-Crain Communica-
Lions Inc. will begin publishing its
15th publication, Crain's Chicago
Business, a weekly tabloid cov-
ering the 10-county Chicago trad-
ing area on June 5. Crain Commu-
nications is the publisher of Busi-
rzess Insurance.

The newspaper will report on all
aspects of the Chicago business
scene-manufacturing activity. la-
bor, distribution, retailing, adver-
tising and marketing and federal,
state and local government moves
affecting Chicago businesses.
Crain's Chicago Business will have
an initial circulation of 40,000 and
will be available on newsstands
and by subscription.

Crain Communications, found-
ed in 1916, is one ofthe oldest and
largest Chicago-based business
publishers. Crain's Chicago Busi-
ness will be able to draw on the
resources of other Crain publica-
tions. In addition to Business In-
surance they include Advertising
Age, Automotive News, Modern
Healthcare. Rubber & Plastics
News and Pensions & Invest-
ments. The new publication will
publish special reports, tailored for
the Chicago and Midwest areas,
based on material from the various
Crain publications-profiles of
leading Midwest markets, insur-
ance brokers, advertising agencies
and advertisers and quarterly in-
vestment performance figures of
Chicago and Midwest banks.

Publisher is Arther E. Mertz=,
most recently Midwest advertising
manager of Advertising Age.

Editor-in-chief of Crain's Chi-
eago Business is Ranee Crain.
president and editorial director of
Crain Communications. Editor is
Steve Yahn, a former financial re-
porter for the Chicago Daily News
who has held major editorial posi-
tions on Pensions & Investments
and Advertising Age. Managing
editor is Dan Miiller, previously as-
sistant financial editor of the Chi-
cago Daily News.

One-time black-and-white page
rates for Crain's Chicago Business
have been set at $2.250. The Crain
newspaper will also offer adver-
tisers a combination rate with

Houston Business Journal and a

HOW TO ORDER

B. I. REPRINTS

Readers may now order low
cost reprints of articles that
appeared in BUSINESS IN-
SURANCE directly from this
magazine. Articles are re-
printed on 8 92" x 11" sheets

and carry the BUSINESS IN-
SURANCE credit line and

issue date.

Quantity Price™
100 $25.00
Additional 100's

per 100 $ 6.50
1.000 $65.00

For articles requiring more than
one page. multiply the price by
the number of pages needed.
Shipping extra. On quantities
larger than 1.000 and additional

information contact:

REPRINT MANAGER

business insurance
708 Third Avenue
New York. N.Y. 10017

212/986-5050

EFISHING IN TROUBLED WATERS?

PRIMARY/EXCESS for...

new business weekly Cordovan
Publishing Co., which publishes
HBJ. is introducing June 5 in At-
lanta. Advertisers who use all three
publications will receive 109 off

normal rates.

To build reader and advertiser
interest in Crain's Chicago Busi-
ness the publication is staging a
sweepstakes promotion offering a
grand prize of $10,000 in common
stock of Chicago-based compa-
nies. First prize is a trip to Hawaii
by Chicago-based United Airlines.
The promotion for the new maga-
zine will be advertised via com-
muter billboards, radio and news-
paper ads.

The new publication will have a
fulltime editorial staffof 10, includ-
ing a reporter in Washington, plus
correspondents in Springfield and
other major Midwest cities. In ad-
dition to business news Crain's
Chicago Business will also carry a

"5 to 9" section, covering the lei-
sure and entertainmentsideo f Chi-

cago. The section, to be edited by
veteran Chicago Daily News fea-
lure writer Sandra Pesman, will
carry stories on things to do and
places to go around Chicago, plus
profiles of leading business execu-
lives pursuing hobbies, sports,
charities and other S to 9" non-

business activities. .

In a well-designed business
insurance program, such
special items as pressure
vessels, electrical
equipment, mechanical
devices and refrigerated
systems should be
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protected by boiler and
machinery coverage. If you
find your current boiler and
machinery carrier takes
your business for granted,
look to Zurich-American,
one of the few multi-line
insurers with a boiler and
machinery facility. We can
offer you this key coverage
by itself or as part of a
comprehensive insurance
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* Hospitals
= Abortion Clinics

- Mental Health Clinics
- Diagnostic Laboratories
» Medical/Surgical Clinics

* Nursing Homes

- Emergency Rooms
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Specialists

Serving Insurance Agents
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program. And, whatever the
coverage, at Zurich-
American, service is our

number one policy.
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DNA research risk

Continued from page 1

tion in light of experience at other
universities involved in recombi-
nant DNA research, the experi-
menting with molecules that con-
sist of different segments of DNA
joined artificially in cell-free sys-
tems and capable of replicating in a
host cell.

Opponents of the research
charge that researchers could cre-
ate new diseases for which humans
have no immunity.

Risk managers of universities
heavily involved in the new field of
scientific research say they have
not been saddled with any DNA re-
search exclusions in CGL policies
and have not seen their premiums
increased because of this risk.

Although there were reports that
one university was denied insur-
ance for DNA research, Business
Insurance was unable to identify

that institution.

University risk managers don't
consider DNA research to be any
more of a risk than other research

conducted at their institutions and
they don't view it as a particular
problem risk for insurance. The
risk managers generally agreed it's
covered under their CGL policies

unless it were to be specifically ex-
cluded.

Yale approved

Yale University insurance man-
ager W.H. Neale said his under-
writer wanted to investigate the
research facility. "Aetna Life &
Casualty took a good look at it. In-
formation sheets were filled out by
the head of the research unit. And
they sent out an engineer to check
the lab. We had to close it down,
decontaminate it, so he could look

at it,” Mr. Neale said.

Yale did not see an increased
premium at its last renewal be-
cause of recombinant DNA re-
search which it conducts at the P-3
level (on a scale of P-1 to P-4).

"DNA is just one of hundreds of
research projects going on here
everyday," Mr. Neale observed. He
recalled that when asked to supply
information on risks at Yale, he
once replied, "Everything that
man has ever conceived of doing is
going on here this afternoon. The
only thing we don't have is a nu-
clear power plant and we don't
own airplanes.”

Massachusetts Institute of

Technology, also a P-3 recombi-
nant DNA researcher, has not seen
any exclusion either for the risk
and the subject was not discussed
at last renewal, said insurance and
legal administration officer Kim-
ball VValentine. Potential DNA
problems are probably covered
under a CGL policy, Mr. Valentine

said.

'Schiff T.5.-0.dne

announces the following

Brenner Associates, 1nc. joins Schiff Terhune of California

Leedom, O'Connor & Noyes joins Schiff Terhune Midwest

Roblin Insurance Agency, inc. joins Schiff Terhune of Mass.

Swimmer Wolf Company joins Schiff Terhune of Pennsylvania

SCHIFF TERHUNE INTERNATIONAL, INC.

Frank Schiff, Chairman

INSURANCE BROKERS - RISK MANAGEMENT SERVICES
EXECUTIVE OFFICES: 100 William Street, New York, New York 10038

You're on Kautz<[V. What's a self-insurance management firm doing with

its own video production unit? Filming our clients' safe practices, that's what!

In California safety training is mandatory under GISO 3203. Videotape is one

of the best training aids ever known. We put it to work in loss prevention.
Unique? Innovative? That's R. L. KAUTZ & CO.
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He cautioned, however, that the
mere absence of an exclusion
doesn't guarantee insurance pro-
tection because "DNA is not like
nitric acid, it's a whole mode of re-
search.”

Harvard University is six to eight

months away from beginning re-
combinant DNA research in a new

lab still under construction. There
aren't any liability insurance con-
cerns there because the uni-
versity's CGL is placed with its
Cayman Islands captive insurance
company. Similarly, the Univer-
sityofWisconsinatMadisonhasn't
any policy concerns because it is
self-insured by state statute.

The one private corporation that
experienced insurance problems
last year anticipates conducting
advanced recombinant DNA re-
search this year with its under-
writer's approval.

Litton confident

Litton Bionetics, a division of
Litton Industries that operates the
Frederick Cancer Research Center
in Frederick, Md., under govern-
ment contract, wanted to move
into the most advanced stage of re-
combinant DNA research (P-4) last
year. Litton Industries insurance
manager Paul Harvey was reluc-
tant to include the risk in the
corporation's $1 million retention,
fearing allegations ofliability more
than an actual incident.

However, Mr. Harvey could not
find a willing primary underwriter.
As a result, he decided not to "sub-
ject our excess insurance pro-
gram" to possible cancellations be-
cause of the risk.

"l said we'd take the first million
if the government would take the
excess, but it wouldn't,” Mr. Har-
vey recalled. When he finally found
a few primary underwriters willing
totakesmallportionsofthefirst$1
million over deductibles, "the gov-
ernrnent had backed out on con-
ducting the more advanced re-
search.”

In the last year Mr. Harvey noted
a decline in scare tactics leveled
against recombinant DNA re-
search. Dr. Robert Stevenson, di-
rector of the Frederick Research
Center, observed, "no green mon-
sters have emerged and there've
been a number of discussions that
have put the issue in a better per-
spective.”

This year Mr. Harvey is notifying
his excess insurers that Litton
Bionetics will begin P-4 recombi-
nant DNA research. "We're telling
them we're going ahead with this
research and making sure they are
not going to turn us down. All
we're trying to do is make sure it's
not specifically excluded from the
excess program,” Mr. Harvey said.

Although he's yet to receive the
confirmation he would like, Mr.
Harvey said he is not concerned
about any exclusions.

Two drug companies experi-
menting in this field,. Upjohn Co.
and Eli Lilly & Co., said their re-
search is included in their liability
insurance policies.

Exclusion urged

The very idea that insurers
would, or could, exclude a type of
research from insurance protee-
tion doesn’'t sit well with some risk
managers. "The power to remove
liability coverage could end re-

search,"” observed Stan Tarr at
Rutgers University.

That appears to have occurred to
a retired life insurance executive
who opposes widespread recombi-
nant DNA research. A.S. Carstens
of LadJolla, Calif., has invested
thousands of dollars in booklets
and mailings urging the insurance
industry to exclude recombinant
DNA research and its effects in all
its policies. He is also urging the
federal government to control and
limit the research to a few govern-
ment operated facilities.

Mr. Carstens laments that nei-

ther the insurance industry nor the
government has needed his advice.

for laboratory work, a conviction
seconded by other risk managers.

workings of committees which
protect the universities and com-

search incidents.

Loss control

research varies with the university.

officio on the council that coordi-
nates all the committees oversee-

ing research projects.

an engineer or a physicist. | have to
depend on the learned persons

is looking over the shoulders of the
researchers, that there is a commit-
tee.” MIT's Mr. Valentine observed
that risk managers at universities
don't have the control their col-
leagues in industry may have.
"You don't tell anyone else they
can't do research. Ifthere are safety

from an authoritative viewpoint,"
he said.

when funded by the National Insti-

ous regulations and review. Dr.
Stevenson at the Frederick Re-

periment goes through two review
committees of technical and safety

advisory committee of the institu-

certified by NIH. The second re-
veiw is by national and interna-
tional experts at NIH.

Insurer interest

subject to any regulation. A bill to
be introduced in the House again
this year would extend to private
industry the regulations that apply
to NIH-funded projects.

DNA research, such as Princeton's

nant DNA research.

Though insurers are often criti-
cized for abandoning what they
don't understand, at least one in-
surer, the Travelers Insurance Co.,
set out to get as much information
as possible on recombinant DNA
research on a visit to MIT. AIl-
though MITisnotoneofTravelers;
insureds, the institution agreed to
give them a close-up look at the
field. "We wanted to develop as
much information as possible on
the processes involved," said
Harry DeNeau in product manage-
ment at Travelers. The insurer did
not talk to MIT with the idea of
taking a position on recombinant
DNA research and the company
has not done so in regard to it or
any other type of research, Mr. De-
Ne=auwuu Mmoted o -

Body inflation

You're worth more now because
of inflation, says the Health Insur-
ance Institute. The value of the
chemical elements in the average
adult human body-calcium,
phosphorous, magnesium, sulfur,
iron, oxygen, hydrogen, nitrogen
and other trace elements-is now a
record $5.60, compared with 98
cents in 1936, according to Dr. Er-
nest Tillman, a Midwest company
staff physician.



people

Continued from page 41
senior vp of store operations. His
staff includes nine people.

In an intensified emphasis on
safety at California Liquid Gas
Corp. in Sacramento, three posi-
tions have been created. Jimmy
Todd, 43, previously a branch
manager in Denver, has been
named area manager of loss con-
trol. J.C. Miller, 52, is the new area
manager of loss control, eastern
division. He formerly was safety
and loss control inspector for
Ranger Insurance Co. J.H. "Bud"
Guess, 63, formerly division Il
sales manager, has assumed the
position of area manager of loss
control for the western and north-
western territories. Subsequent
with these additions, L.W. "Skip"
Ferninand, 49, previously safety
manager has been named loss con-
trol manager.

The new assistant risk manager
at Rutgers University is Howard
Reading, 32, who previously
worked in the claims department
at Allstate Insurance Co. in Murray
Hill, N.J. Mr. Reading, who reports
to director of risk management
Stan Tarr, replaces Robert E.
Hunt, the new risk manager forthe
state of New Jersey, as was pre-
viously reported.

Stanley J. Lopata has joined
Employe Benefits Insurance Co.,
workers compensation specialists,
in the newly created post of
California division human re-
sources manager. He's responsible
for compensation and benefits, or-
ganizational planning, staffing, af-
firmative action, employe rela-
tions and management develop-
ment. He reports to James E. Lit-
tle, vp and California division man-
ager. Previously, Mr. Lopata was
personnel manager for Armour
Food Co. in Phoenix in charge of
southern operations.

Paul Brown has been named ex-
ecutive assistant of administration
and insurance for the Port of Long
Beach, Calif., replacing Loren
Cornish who retired. Mr. Brown,
who reports to Jim McJunken,
general manager, oversees risk
management activities at the port.
He was formerly on the port's ac-
counting staff.

Neal Gates has been named
safety and security co-ordinator for
Fibreboard Corp. of Sonora, Calif.
He replaces T. Clancy who re-
signed. Mr. Gates is a registered
professional engineer in safety en-
gineering in California. He was
formerly a safety consultant
specializing in general industry
and forest products. He reports to
James Garfolo, corpora.t# safety di-
rector and to Gerry Brdnwell, plant

manager.

Jeanne Warner has been named
corporate insurance manager fbr
property and casualty insurance
for The Bekins Co. in Los Angeles,
a new position. She reports to Al
Prevost, director of risk manage-
ment and insurance. Miss Warner
was formerly an assistant accoun-
tant executive for the Los Angeles
office of Corroon & Black, Miller &
Ames. Prior to that, she worked for
Max Factor in Hollywood, Calif., in
the insurance administration de-

partment.

The position of risk manager has

been created at Deaconness Hospi-
tal in Evansville, Ind., and William

Boultinghouse, 43, has assumed

Stanley J. lopata

the position. Mr. Boultinghouse
said be will advise department di-
rectcrs about "eliminating: .educ-
ing or sharing liability or safety
risks" through friendly persua-
sion. Mr. Boultinghouse joined the
hospital staff in June 1976 as aksis-
tant director of material handling
in the material management de-
partment. Prior to working for
Deaccness, he was employed as a
production control specialist by
General Electric in Owensboro,
KY.

Positions of employe benefits
manager and safety manager have
been c reated at The Pittston Co. in
Greenwich, Conn., at the direction
of Frank T. Lennon, who recently
joined the company as director of
risk management, insurance and
empkye benefits. Donald J. Fitz-
mautce Jr., 34, is the corporate
emp.oye benefits manager This
position was created, according to
Mr. Lennon, because the ccmpany
wanted to emphasize and expand
the benefits department. My. Fitz-
maurice previously was a manager
of tinefits planning at Merrill
Lynell & Co. The new safezy man-
agerfs RichardNarad, 35, whowas
in charge of safety for the Brinks
division. The position was c -eated
because of the importance of loss
control, Mr. Lennon said Pre-
viouiy, Mr. Narad was safe:r man-
ager ror Scovill Co. in Wes:bury,

Conn., where he hasn't bean re-
placed.

Barbara Akk, risk manager for
San Diego County, will become a
consultant for Ebasco's r.e,, reg-
iona] consulting office in Newport
Beach, Calif., at the end of this
mon-.h. She will report to Dick
Hun-zngton, who heads the office.
Ms. Akk joined San Diego County
as risk manager in January 1977
after working as an assistant risk
manager for the Marmon Group in
Chicsgo. Ms. Akk has been
secretary-treasurer of the San
Diegc chapter of RIMS.

Mark Korman, 24, is the new
risk and insurance analyst at
Mercedes-Benz of North America
Inc. Mr. Korman, whose malor re-
sponsibilities
analysis, valuation and quantita-
tive development, reports to Henry
Gunby, manager of corporate in-
surance. Mr. Korman previously
worked for The House Insurance
Co. ir New York. Mercedes-Benz
of North America, based in Mont-
vale, N.J., imports and distributes
Mercedez-Benz automobiles and

trucks.

involve contract

We'd like to report on staff
chatzges in your risk management
or employe benefits department.
Just d-op anote to Rebecca A. Fan-
nin, Business Insurance, 708 Third
Ave., N.Y; N.Y. 10017 or caN
212-936-5050. We'd also like ro re-
ceive photographs Ofthose persons
invoked in changes in your risk
mancgement and emptoye benefit
depaTtments.

A mMmMerican Can ...

Continued from page 1

ference betwe'en the value of the
core and the >alue of the corpo-
ration's existing benefits program.

Flexible credits, broken down on
an individual basis, will vary from
year to year bbcause they depend
on the empldye's age, length of
service, salary and family status.

The effect of the benefit changes
can best be sedn by using an exam-
ple

An averagf employe, 43, mar-
ried, with 15 years service and a
salary of $20,000 has $1,468 flexible
credit dollars to opt for additional
benefits beyodd the core.

He selected the dental plan at 175
credits and a6cidental death and
dismembermint for 60 credits.

The standard comprehensive
medical plan ould have cost 630
credits, but th6 worker chose a new
plan that provided 100% coverage
after a $200 dbductible. This plan
only cost 175 flexible credit dollars.

With the remaining credits left
from chosing | the less expensive
medicalplan, theemployechoseto
contributean 4dditional $903 to the
capital accumillation'plan.

If an employe wants addi-
tional benefits beyond those he
can obtain thréugh the credit allo-
cation, he canlpay for the benefits
through payroll deductions.

The employia must obtain cover-
age equal to the value of the exist-
ing American | Can plan since the
company isn't returning unused
credits in direct payments to the
employe.

Of the approximate 670 em-
ployes testing the program, 86%

selected options above the stan-
dard program while 14% kept the
present corporate benefit plan.
Within the medical plan, 82%
chose the dental plan while 23%
took coverages in vision, hearing
and preventive health. In life in-
surance, 78% chose dependent life
insurance and 28% opted for sur-
vivor income protection. A 50-50
split develop-ed for the employe's
own life insurance, half taking the
presentlife insurance plan and half
opting for a new age-related life in-

surance plan. Long-term disability
was selected by 88% of the emp-
loyes.

A 50-50 split also occurred be-
tween the present stock purchase
plan and the new capital accumu-
lation plan, which provides for
long or short term investments.
Eleven percent of the employes
opted for additional vacation, up to
a limit of one week.

To administer the complex pro-
gram, American Can developed a
computer system capable of han-
dling a possible 10,000 or more
individually tailored benefit

Forcocgr=—arara=s _ -

Chamber ranks tort priorities

WASHINGTON-The
Chamber of Commerce late last
month established a priority list of
tort reforms that business groups
should fight for in the area ofprod-
uct liability.

The Chamber's board of direc-
tors urged business and industry
groups to concentrate on achiev-
ing a shorter statute oflimitations,
defenses against liability based on
the state of the art, duty to warn
and alteration or modification of

uU.s.

product and allowing evidence to
be presented in a trial of collateral
payments.

"What we are saying is that in
terms of what is importarit, sensi-
ble and achievable, these are the
reforms that are critically needed,"
said a Chamber spokesman.

The Chamber also is studying
the implications for business of
several bills pending in Congress
that would allow tax deductions

GERLING GLOBAL

for reserves set aside to pay prod-
uct liability claims. .

Smoking ieopardizes
your baby's health

WASHINGTON-If you're preg-
nant, smoking not only jeopardizes
your health but also that of youi
unborn baby, reports the Health
Insurance Institute.

Studies show that carbon mon-
oxide from cigarettes can retard fe-
tal growth. A lower-than-normal
birth weight, in turn, can affect a
child's physical and emotional de-
velopment. If that isn't bad
enough, studies also show that
women who smoke during preg-
nancy increase the chances ofhav-
ing a stillborn infant or a baby who
dies soon after birth. .

REINSURANCE CORPORATION

U.S. Branch

is pleased to announce

the-opening of its new

West Coast Headquarters at

3600 WILSHIRE BOULEVARD

LOS ANGELES, CA. 90010

Tel. (213) 383-6162 Telex 67-4048

Serving the Property and Casualty

Reinsurance requirements of
the Southern California area.

Northern California and other Pacific and

Mountain States areas will Continue to be

serviced by the San Francisco office.

555 CALIFORNIA STREET
SAN FRANCISCO, CA. 94104

Tel. (415) 989-0630 Telex 3-4359

GERLING GLOBAL OFFICES INC., U.S. Manager

717 Fifth Avenue, New York, N.Y. 10022

Tel. (212) 752-8900 Telex 1-2071 or 1-25006
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people

Cincinnati hospital names first risk manager

M. David Machnovitz, 36, has years
been named director of risk man- —_——

agement of the Jewish Hospital
Inc in Cincinnati

benefit specialist at Bristol Myers which each employ risk manage- tries Inc in the Dallas office He
Co in New York, where he has ment administrators Along with hasn't been replaced there

Andrew S. Rosenthal, 36, has been replaced by Kathy two other people at corporate risk
Mr joined the American Electric Weissman Mrs Weissman previ- management level, Mr Fogtman

The new director of insurance

Machnavitz, previously director of Power Service Corp in New York ously was a benefits communica- reports to Bruce Lessey, corporate and risk management at Ralphs

e R e O L 0 38R DegeL B PRI e S o RS TR B Pyl consult

cause of

< hos- agement of the company's retire-

o . . X . h

ital's increasing use of self- ment, savings and ron insurance Roé)ert R. Fo?tman 36, has tive

m eosource’ ncm Houstpn Petty-Ray division, after workin

rate risk manager He's re- as IV?olr__porate risk manager for one retain Mr
r Fo

nsurance He will retain safety Blans, reporfing to
functions, reporting to Warren C director of insurance and
Falberg, president and chief sions He replaces Ray

executive offi]c?ﬁel\/kr Ma?glnovitz who |eg} g]n% ﬁgwe\laansy Mr Roaen- risk mana%em%nt functions.fora

has been wit ospital for two tha an employe

classified advertising

RATES AND CLOSING TIME: $3 00 per hne, minimum charge $15 00 Cash
with order. Figure all cap hnes (manmum-two) 30 letters and spaces
per Ime. upper & lower case 40 per line Add two lines jor box number
Rephes are forwarded daily Closing deadime. Copy in written form in
Chicago ojjice not later than noon, Monday, 7 days preceding publica-
tion date Published every other Mondav Display classified takes card
rate of $3325 per column inch, and card discounts on stze and fre-

quency MazZ ads to Business Insurance, classified advertising dept.,
740 N Rush St, Chicago, Imnots 60611

HELP WANTED

INSURANCE ADMINSTRATOR

Opportunity exists for an experienced Insurance Admints-
trator to Join a leading, heavy metal manufacturing
firm. The broad scope of our manufacturing capa-
bilities will offer immediate challenge in identifying and
analyzing loss exposure, developing underwriting data,
determining appropriate risk management techniques and
advising corporate management. ldeal candidate will pos-
sess a degree m Business Administration or related area
and have a minimum of 5 years of broad-based experience
in corporate insurance administration. If you desire chal.

= lenge, opportunity and growth potential, please submit =

JOurTesume ik ompeteseiereston fompidence o. & multp

An Equal Opportunity Employer
Minorities/Females/Handicapped

ISk munggement

h Cor

aceutical, cos-
y ts expanding its
sSist the Director of Risk Management
dministering its worldwide program.

Manager
erty Loss Prevention

Will be responsible for planning and implementing an integ-
rated program of loss control covering all areas of property
loss protection Appropriate background will include at least
5 years experience with a major HPR insurance carrier, re- A

lated fields or industry Engineering discipline (preferably
Chemical) desirable

Assistant Insurance Manager

Requires at least 3-5 years of general Insurance and risk
management experience, preferably with an industrial organ |
ization CPCU or RM preferred

Qualified apPIicants are requested to send detailed resume |
in strict contidence including salary history to J Eisnaugle,
Director of Personnel Administration (E-31), Schering-Plough |
(%oorggration, Galloping Hill Road, Kenilworth, New Jersey

CHERING-PLOUGH CORPORATION

W JI#f AN 10#41 OPPORTUNITY IMPIOUR MA

ickson, Joined
pen- as co,rBo ,
Musser, sponsible for all insurance and year. _

property and C?CS)I[JBH msuragce admmistration, and to Jim Brown,

€0Sourc , administrator

an

CASUALTY ACTUARY

One of Nation's leading broker.
age firms seeks ACAS or FCAS
for its Research Division Mid-
South location. Please forward
resume including salary history
to
Box 103, BUSINESS INSURANCE
740 Rush St , Chicago, ill. 60611

INSURANCE
ACCOUNT EXECUTIVE

Commercial agency needs execu-
tive with property/casualty experi-
ence for account service and de-
velopment Excellent opportunity
for advancement Salary open sub-
le:t to qualifications Our Western
Massachusetss location with Its
recreational and cultural advan-
tages is also a great place to live.
Send resu-ne to Gilbert A Haber-
man, James C Haberman, Inc,

146 Chestnut St , Springfield, MA
01103

LOSS PREVENTION
REPRESENTATIVES

The S+ Paul currently is seeking
experienced loss prevention rep-
resentatives who have worked for

e-inesiieand casualyforamel

Openings oresently exist in our
Chicago, lllinois and Grand Rapids,
Michigan Service Centers. We
would also, be interested in cor-
responding with qualified appli-
cants who have interests in other
locations Excellent opportunities
for personel growth and advance-
ment
Send resume to-
Employee Relations Depariment
ST. PAUL FIRE AND MARINE
INSURANCE COMPANY
385 Washington Street
Saint Paul, Minnesota 55102

& stmul

Financtal Services

An Equal Cpportunity Employer M/F

its nine divisions

as been pro
assistant in

ted to admmist
epsource s sia_ae
9

assistant treasurer Mr Fogtman Grocery Company m Los Angeles
,replaces Ernest Hundahl, 29, who is David R. Meek, 28 Mr Meek was
a- formerly manager of jnsurance

ty an e_nwronmentaf,rh T ,
alphs for five years, duties he will

ealth at

eek reports to Ken

gtman previously was Geifert, senior vp of finance and

resser In

HELP WANTED

DIRECTOR statewide self-insured
group workman's compensation
plan for Ky local governments
Experience In insurance risk man-
agement/local gov't desired, sal-
ary open. Send resume by March
15 to Ky. Municipal League,
Suite 201, Bradley Hall, University
of Ky, Lexington, Ky 40506

GROUP
UNDERWRITER
$25K

Large New England insurance
firm seeks group underwriter
with 4-6 years experience in
health, life or disability Full pro-
fit accountability for $40 million
book Unusual oppty-lots of cli-
ent contact Excel benefits Fee

paid.

ARCHER AND WOOD, INC.
Call (212) 838-0684

RISK
MANAGER

We offer a challenging opportunity

poration, We are seeking an ag-
gressive individual who can suc-
cessfully
* Prepare specifications and ne-
gotiate all general lines cover-
age
» Identify risks and develop ap-
propriate corporate-wide insur-
ance prog*am
. Administer risk management
program and supervise related
administrative functions
We offer outstanding opportunities
for professional achievement along
with comprehensive benefits
Send resume, in confidence, de-
tai ling educat on, experience and
salary requirements to Michael T.
Lyon,
ENVIRODYNE INDUSTRIES, INC.
410 North Michigan Avenue
Chicago, lllinois 60611

(An Equal Opportunity Employer)

CHIEF

BUREAU OF RISK MANAGEMENT
STATE OF IDAHO
BOISE, IDAHO

Individual sought to plan, organize and direct the property, casualty,
liability 2nd bond insurance program for the State of Idaho, procure
needed insurance coverages; direct the insurance, self-insurance and
risk prevention program, research, write and interpret insurance spect-

fications

Considerable casualty, property, hability and self-insurance experience
needed. Specific experience in corporate risk management desired.
Position -esponsible to Director, Department of Administration, State

of Idaho

Starting salary: $1,499/Mo
For additional information, contact Mr Martell Miller, Department of
Administration, Statehouse, Boise 83720 Tel. (208) 384-3380 Applications
may be received from and returned by April 3 to the Idaho Personnel
Commission, Statehouse, Boise 83720 (208) 384-2263

An Equal Opportunity Employer

us-

Continued on page 41

CORPORATE RISK MANAGER

To lend his talents to expanding Insurance
Agency Extensive Commercial Property &
Casialty experience required This is a
unique opportunity for an insurance per-
son seeking a lifetime career All re-
sporses strictly confidential Salary Open
Send written reply & resume to Richard
Mintzer, c/o Martin Bkge Co 191 N Long
Beach Rd Rockwile Centre, NY 11570

EMPLOYEE BENEFITS SPECIALIST
Flrtune 300 Corporation .ith headquarters In
Midtoun Manhattan seeks person i ith three
to fi.e bears e\Berneice in admimstration and
supein ision of group insurance programs and '
or pension plans Must hare through kno.1-
edge in all aspects of ERISA Salary com-
m:.nsurate nith erperienee Qualified applt
eant. are requested to send detailed resume

including salar> history in confidence to
Box 100. BUSINESS INSURANCE

740 Rush St Chicago, 111 6061 1
An Equal Opportunity Emploier li/F

RISK MANAGEMENT CONSULTANT
Nationally recognized north Jersey consul
ting firm seeks staff assistant with well
developed analytical skills, a good tech
nical knowledge of commercial casualty
Insurance & exceptional growth potential
Agplicants should have a degree and at
least 5 years related experience Send re-
sume and salary history m confidence to

Box 101, BUSINESS INSURANCE
740 Rush St., Chicago, Il 60611

ASSISTANT SAFETY MANAGER

Exceptional opportunity with major East
Ccast trucking firm with home office in
Suburban Philadelphia Responsibilities
necessitate 5-10 years' experience in es
tablishment and implementation of safe,
healthy work practices, and m develop-

Derience isk managero-ment of DrOgraIrS SFeucE 0 Rminale

skills, and the atility to institute effec-
tive programs Excellent fringe benefits,
equal opportunity employer Send confi
dential, detailed resume with salary re.
quirements to Box 102, BUSINESS INSUR.
ANCE, 740 Rush St., Chicago, Ill. 60611

MISCELLANEOUS

SALVAGE

We buy anything anywhere m
the world-ships-railroad-truck,
etc Bank reference furnished
Call Forrest (502) 583-4402
Telex # 204 106

Discount Prices On Business

Printing, Business Cards, Let-
terheads, Envelopes, Business
Forms, Etc.

Save up to 40%
DVT Adv. & Prtg. Co., Inc.
Suite 301, 1422 Chestnut St.
Phila., Pa. 19102

Phone 563-3640

FOR SALE

Ins Agcy In Cent WI town under
4,000 Pop. est by cur Owner Opera
tor ZO years ago at age 22 Gross
Comm $30,000, net $27,500 Always
has been and currently Is operated
from front porch of 21/2 Bath. 4 Bd
home and garage in center of town
on approx 1 acre fronting on Main
business St. rear on Lake Liberal fi-
nat,cing :f purchase price guaran-
teed Price $90,000 for business
$30,000 for home

Byington Ins. Agency
0/8/A Dependable Ent. Inc.
Mauston, WI. 53948



at your own risk.

Ifyou have exposures abroad and are
endorsing your U.S. domestic policies, you're
taking an unnecessary risk. Here's why.

Example: Assume a manufacturer
wanted to sell his product in Europe but
manufacture it in the U.S. and planned to en-
dorse the domestic product liability policy for

worldwide coverage. Should the product's
failure be the cause of a

lawsuit, the foreign coun-
try's non-admitted laws,
which may call for in-
surance,would be violated
and the company could be
in danger of losing an im-
portant market, the suit,
or both.

Example: Or assume
a U.S. manufacturer

wanted his domestic

general liability policy en-

dorsed:wondwide. And ¢

in a remote factory in the
Far East and inadvertently
injured an employee. Without having local
facilities, it would take several days before a
bond could be posted and the salesman be
permitted to leave.

Example: Or suppose a U.S. manufac-

turer was covered by the workmen's compen-
sation laws of his state and sent one of his able

executives to the Middle East.VWhile there

a plant accident hospitalized the executive.
Who would he turn to for help who knew
the language, the doctors, or could provide
needed services immediately ?

Example: One last example. In South
America, a consumer brings a complaint
against a U.S. company which has its

domestic liability policy

endorsed. Obviously it
would take some time for

the insurer to locate

facilities, to investigate
the claim, obtain legal

counsel and protect the
insured. In the mean-

time, the consumer's at-

torney, noting the com-
pany was foreign and
could walk away from the
case, could obtain a court

- order to impound the
company's merchandise
until the claim was settled.

You can avoid these
hazards by doing what
90 of the top 100 U.S. companies

operating abroad do. Insure with AFIA.
AFIA has offices and claims facilities

in every part of the world because in
foreign insurance, there's more to pro-

tection than endorsing a U.S. domestic
policy.

COME TO MIA.
THE WORLD'S INSURANCE COUNTRY.

AFIA

WORLDWIDE INSURANCE Wor/d Headquarters: 1700 Valley Road « Wayne, N.J. 07470
// R hrn,,rh Affirge- NAw Ynrk . Chirm,In . CIAVA|IANd - |3,||AR - Wnt,.gtnn - | ng ANNA|JAR . AAIMmMI - San Frsinriorn - Stgott|A . \Ail=gh —



How Benefacts® can solve

your employee communication
anddataprciblems
from hiring toretiring.

With worker benefits today averaging over 35 per
cent of payroll costs, a total and ongoing employee com-
munication program is essential to attract and keep quality
personnel, meet ERISA and EEO requirements and
convey your management policies.

Benefacts, a Human Resource Management sub-
sidiary of A&A, can help turn your employee benefits into
employer benefits through its wide range of individually
tailored, cost-effective communication services and infor-
mation systems: recruitment devices, orientation aids,
personal annual benefit reports, preretirement programs
and record-keeping systems.

For the authoritative answer to all your employee
communication and information system questions, contact

your local A&A office or Information Services,
Alexander & Alexander Inc., 1211 Avenue of the Americas,

New York, New York 10036.

Alexander
S8Nexander



