
Four Pan Am crashes in 9 months spur studies
By JUDI TALIT

NEW YORK-Pan American World Airways has "re-
ceived no indication of a premium increase" on aviation
insurance, according to a Pan Am spokesman here, despite
a record of four Boeing Co. 707 jet crashes in the last nine
months, killing all aboard each time.

However, the head of the Federal Aviation Administra-
tion, Alexander P. Butterfield said that the FAA will con-
duet an in-depth inspection focusing on pilot qualifications
and performance training programs by the airline, geo-
graphic familiarity of pilot staffs and operational checking
procedures before take-offs and during flight.

A Pan Am source noted that the company "welcomes the
FAA's initiative in undertaking a special in-depth inspec-
tion and will cooperate fully with the FAA effort."

It was learned that prior to Pan Am's latest crash in
Bali, Indonesia last month, a similar study was being con-
ducted by an independent expert on operations following
the Pago Pago crash last January in which 101 persons
were killed.

The study, conducted by David Thomas, former presi-
dent of the Flight Safety Foundation and former deputy
administrator of the FAA was in the process of being com-
pleted when the latest crash occurred.

With the advent of the latest incident, Mr. Thomas was

asked to expedite his findings. He is currently doing so.
A National Transportation Safety Board spokesman

pointed out that the four Pan Am air crashes were not
similar in nature.

He explained that the Tahiti crash occurred after the
plane hit water and sank, during a night flight. The other
accidents took place during a landing, or descent for land-
ing. The planes that crashed in Pago Pago and Boston were
both approaching landing during the time of the accidents.

The Bali crash occurred while still 35 miles from the air-
port, according to an FAA spokesman.

The cause of the latest crash, which killed all 107 pas-
sengers and crew members has not been disclosed as yet. •
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ASIM Conference
Report

HIGHLIGHTS of the week-
long gathering appear on pages
29 through 53. At its meeting
before the start of the confer-
ence, ASIM's board of directors
voted to change the society's
name (page 52), an issue which
will now be put before the gen-
eral rnennbership for a vote.

UNION president Leonard
Woodcock told risk managers
attending the conference he is
disturbed by continuing claims
disputes and a general lack of
innovation in the insurance in-
dustry (page 29).

SEN. JACOB Javits forecast
passage of federal pension legis-
lation by early this summer
(page 30).

INSURANCE managers were
confronted with a three-way
discussion about what the in-
surer, broker and employer ex-
pect of the risk manager (page
31) and a lively session on in-
ternational risk management
(page 47).

BENEFITS managers were
advised how to control skyrock-
eting medical claims costs (page
32) and how to work with con-
sultants when encountering
problems with group under-
writer* (page 33). True group
autt,insurance plans are still

*ing toward acceptance by
mployers (page 34).

INTERNAL security and
quality control were discussed
as the keys to cutting internal
theft and product liability ex-
posures (page 53).

CAPTIVES were a main topic
of conversation. American Risk
Management, the largest cap-
tive management firm, has,
ended its long-enduring merger
talks with Commercial Union
Assurance, chairman Fred Reiss
disclosed at the day-long ses-
sion on cantives (page 45).

Tank leak causes polluting toxic cloud
CHICAGO-Almost 300,000

gallons of an industrial chemical
leaked from a storage tank here
and turned into clouds of hydro-
chloric acid that sent nearly 200
persons to hospitals while thou-
sands of others fled from their
homes.

The leaking tank, owned by
Bulk Terminals Co., was filled
with silicon tetrachloride, a
chemical which forms toxic va-
pors when mixed with moisture
in the air. Clouds of hydrochloric
acid were first discovered eman-

ating from the tank on Friday,
April 26. The fumes were not
stopped until the following Tues-
day.

"We don't know exactly what
happened," said Bulk Terminals'
treasurer and insurance manager
Alfred Ellsworth. "We think a
weld in the tank failed. The
chemical didn't just spill out, it
was spraying out."

Bulk Terminals and Cabot Corp.,
manufacturer of the chemical,
have so far been sued for $20 mil-
lion in damages in a class action.

BULK TERMINALS' compre-
hensive general liability cover-
age, which would cover any

damage suits arising from ·the
leak, is with Commercial Union,
Mr. Ellsworth commented. The
company also has property cov-
erage with Factory Mutual.

Brokers for the storage firm are
Youngberg-Carlson Co. Inc. Bulk

Terminals is not self-insured, the
treasurer said, and its deductibles
are "not awfully high."

The company also has business
interruption coverage, but Mr.
Ellsworth explained that Bulk
Terminals may lose little or no
business because of the incident.
Most of its clients buy storage
rights on a yearly basis, and the
overall interruption of services to
these clients may be minimal.

THE ENVIRONMENTAL con-
trol department also ticketed the
storage company for every day a
pollution-causing leak was de-
tected. The first day's ticket will
cost Bulk Terminals between
$100 and $300. All tickets
thereafter cost between $300 and
$500. The company received a
total of ten tickets.

Mr. Ellsworth explained that
companies storing chemicals in
Bulk Terminals' tanks usually
arrange their own coverage for
their chemicals. So the owner of
the silicon tetrachloride, Cabot
Corp. of Boston, is not totally
covered by Bulk Terminals'

property insurance.
"There was an arrangement, a

storage agreement with the ter-
minal that would in effect cause
a sharing of the loss," a Cabot
Corp. spokesman explained. "I
think they would bear the loss up
to a certain amount per . gallon."
He added that Cabot was unsure
whether anyone was negligent in

Emergency worker makes way toward leak in 500,000-gallon tank
spewing liquid silicon tetrachloride. -Wide World

the incident.

Bulk Terminals does not antic- Senateokaysipate any negligence suits from
any of the other storage clients,
Mr. Ellsworth said. The plant's „
equipment had been tested re- W 11ended bill
cently, and other stored chemi-
cals at the plant were analyzed
shortly after the incident to de- for no-fault;tect any damaging effects.

Meanwhile, Chicago's city
c6uncil is expecting to establish an
ordinance that would require all cost cut seen
storage facilities to provide the
city with a list of their chemicals By RICHARD L. GORDON
and methods for neutralizing
them. •

Captive operators moving to write
outside commercia/ insurance books

By SUSAN ALT

TORONTO--Much of the talk

during a day-long session on cap-
tives centered on a fast-paced
move afoot for many companies
with captives to seek outside
books of business.

Insurance managers, brokers
and underwriters at the popular
session during the 12th annual
American Society of Insurance
Management conference here

spoke of Bermuda-based groups
of captives presently hurrying to
expand into general commercial
lines.

The Tuesday session, sponsored
by the Captive Insurance Com-
panie Assn.„drew over 200 people
who indicated by their lively par-
ticipation that there is no decline
in interest about captives.

An informal survey of some

participants showed that interest
in captives is, indeed, running
high. At least a half-dozen insur-
ance managers were counted who
are presently starting captive op-
erations.- And one official of a

Bermuda management company
estimated that perhaps several
dozen major corporations are in
the process of starting captive in-
surers.

AND MANY, if not most, are
headed toward writing outside
business. "Big American industry
is turning captives into real in-
surance companies, reinsured by
the giants of the insurance busi-
ness," said Joe H. Blades,
chairman of J. H. Blades & Co.,
Houston, of the fast-paced move-
ment of captives into the general
markets.

"We have considered and still

are considering the possibility of
participating in the commercial
market," added Fred M. Reiss,
chairman of International Risk
Managers Ltd., the largest of the
Bermuda-based captive manage-
ment firms.

Insurance managers with cap-
tives in Mr. Reiss's captives pool
told Business Insurance that the
group is moving now into the
commercial insurance market

seeking outside business as well
as underwriting each other's
risks.

"I believe the trend of the fu-
ture will be for captives to par-
ticipate in reinsurance pools and
selling general insurance to

outside companies," said Mrs.
Marianne Burge, partner in Price
Waterhouse & Co. and an expert
on captives. This will provide

Continued on page 45

WASHINGTON-The Senate

passed the Hart-Magnuson no-
fault insurance biLl by a vote of
53 to 42 but with some last min-
ute amendments of significant in-
terest to insurance buyers.

Senate backers of the bill esti-
mated it could reduce auto insur-
ance premiums by $1 billion or
more. That figure was challenged
by opponents.

The Senate bill now goes to the
House-probably to the House
commerce and finance subcom-
mittee-for hearings later this
month or in June. An earlier Sen-
ate no-fault measure was killed in
the Senate two years ago.

The Senate bill prescribes min-
imum standards for no-fault in-
surance to be adopted by the
states. States that adopt no-fault
plans by Sept. 1, 1975, or already
have them, will have four years
to bring them into compliance.

States that do not adopt some
form of no-fault by Sept. 1, 1975,
would face immediate imposition
of the federal specifications.

The House version of no-fault,
sponsored by Rep. John E. Moss
(D-Ca.) would establish a no-fault

Continued on page 10
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Loss control keyed to grams have benefited in some ob- was akin to a hability blood Attempting to assume some re-
vious ways from a resolute effort bath," also underwent a charac- sponsibility for the accident, the
to upgrade loss control operations ter change with the coming of an pilot told the field investigator

A Missouri strip mine, for effective loss control program, he that the aircraft rocked a little
example. was using dynamite to said In fact, the company moved more than usual on the slide out

strong internal reports extract clay to be used in the from being known for its bad during the landing
manufacture of refractory bricks traffic record to capturing the As a consequence, said Mr
But there was a problem. Aside National Safety Council's safe Youngblood, the fatigue m the
from the material handling expo- driving contest for three years ln crosstube assembly was ignoredLOS ANGELES-The first step professors, made this point And

in developing maj or corporate according to these speakers, an sure and the need to maintain succession In part, said Mr for a time by the field investiga-
unrelenting vigilance on the min- Rheinheimer, this was attributa- tor Meanwhile, the pilot sufferedloss control programs is to write effective loss control program
ing procedure, Mr Rheinheimer ble to a well-oiled internal acci- unfounded anguishtop tier internal accident reports can lead to gratifying results for said an investigation disclosed dent investigation procedure. Aircraft accident investigatorsThat was the main message of the companies creating them that the dynamite blasted the also stumble when faced with de-an Accident Prevention Sympost- John Rheinheimer, vp of safety clay into large segments These, HOWEVER, before product ac- tecting fire-induced creep dam-um held here on the campus of services, R L Kautz & Co,
in turn, threatened the crusher cident reports can exert any im- age, said the faculty memberthe University of Southern Cali- pointed out that several of the house which was the next step in pact on ultimate product safety, The result, he said, is that thefornia Three of the 14 speakers, companies for which his firm
the operation quahty control people must be accident report was inaccurate mmade up of insurers, safety engi- admimsters self-insurance for Once this fact was recognized, enlisted in the investigation proc- its establishment of ground im-neers, trial attorneys and workmen's compensation pro- a relatively easy change could be ess, said Frank Squires of Squires pact attitudes
made, according to Mr Rhein- & Assoc, management consultants
heimeI, who is also president of Echoing the opinion of another AS LONG AS pilot error is

11 the Southern California Chapter speaker, that there lS little feed- found to be the principle aviation
of the American Society of Safety back between the engineer who accident cause factor in 50 to 80%
Engineers Ammonium nitrate testifies on a product failure and of the accidents investigated, he
was substituted for dynamite the man at the plant who de- asked, "would it not seem plausi-

signed the product, Mr Squires ble to wonder whether the 50 to
AT THE SAME fac-lity, another said this is caused by the fact 80% of all investigation-deter-

investigation revealed a bad sili- that engineers tend to concen- mined cause factors are in error
cosls exposure problem in the trate on single defects by the same percentage'7"

... 1 batching department, he contin- Quality control people, on the A direct correlation between
ued The solution a new ventila- other hand, are trained to search the quality of a company's inter-

.. .. 0 - tion system for the area for defects in the systems, rather nal investigation procedure and
An added dividend of the ven- than in a lone product, he said, the organization's ability to con-

tilation system, said Mr Rhein- urging that such personnel be trol losses was drawn by Mr
heimer, was a switch ln employe welcomed as integral parts of Rheinheimer Ground rules inr J. H.BLADES & CO., INC. rnorale product loss control teams writmg good accident reports, he

713/526 6551 P 0 BOX 22003 HOUSTON 77027 "Turnover was high, under- The response at the space divi- said, begin with executing the re-
512/826 2378 P 0 BOX 12085 SAN ANTONIO 78212 standably, before the installation sion of Rockwell International to port within 24 hours of the mci-
To reach us toll free, simply ask your local operator in of the ventilation system, now, a sudden inspection by CAL- dent
the following cities to call the number listed for your belleve it or not, employes are OSHA was described by John California companies, in addi-
city actually bidding on lobs within Gera, chief of the division's tion, must by law notify theNew Orleans - Enterprise 7021

that department " health and safety services nearest division of the industrialLos Angeles -Zenith 9-0216 A trucking company "that once He related that on November safety office of any accident in-Dallas, Austin or Corpus Christi - Enterprise 70216
20, an employe phoned the divi- volving employes other than one
sion of industrial safety in Ver- caused by a motor vehicle
non, Ca, to report three According to the safety expert,
problems They were exposed an injured employe's immediate
wire terminals in the work area, supervisor must write the first

 Practical Risk Management"
excessive stripper chemicals report It should embrace the fol-
which employes had to use on lowing facts· Whether the em-
work panels, and the fact that a ploye was working on a regular

The monthly"how-to-do-it" for the practicing risk manager. fellow worker had lost four fin- or a temporary lob, whether he
gers on a machine was familiar with his type of

work and using the necessary
THE RESULT, said Mr Gera, safeguards; and the time and

A valuable resource for the professional risk manager was a wall-to-wall inspection by date the incident was first re-
the state compliance engineer that ported versus the time and date lt
endured for three weeks He un- was reported to have occurred

Indispensable to the part-time risk manager derlined that the space division
had an ongoing program aimed at ALSO NEEDED, he said, are

.-I

One major topic each month -wntten concisely»and clearly correcting serious work hazards such facts as names, addresses and
-covered m depth and that many of the 200 defects phone numbers of all witnesses,

found by the state compliance indications from the supervisor
-subtitles for easy reference engineer were already under whether circumstances surround-

scrutiny by Rockwell
1 ing the Incident were discussed

However, after the visit, he with the employe, and an opinion
vyr,tten by the principals of said that the division moved from the supervisor as to wheth-

more swiftly to beef up ltS safety er he is personally capable of in-Warren, McVeigh, Griffin & Huntington

Risk Management Constants
program, creating a ten-man task stituting corrective measures
force and allocating over $200,000 This is only a first step, Mr
for making corrections Rheinheimer said He advocated

Advisory Board

"Our major problems lay in further crosscheeking to deter-E W Altstaetter CPCU Pittsburg
Thomas A Duffield San Franciscc such areas as unused wiring and mine whether the supervisor's

James P Lang, Beverly Hills conduits, ladders, three prong investigation has any value for
Howard T Weber St Paul ground wire, walkway access, future loss control programs

machine guarding and electrical The safety expert concluded
terminations," he said with the warning that "unlessBre idth-from con :ulting experience with clients of all types and sizes

At present, the new safety pro- you learn as much as you possi-
Authority-from writers who have worked many years in corporate risk management departments cedures are mature enough to be bly can about why an injury-pro-

exported to Rockwell's new ducing situation occurred, your
Palmdale plant Mr. Gera said chances of Implementing a prop-r--includes also
he is steadfastly holding his super- er control measure to prevent a

'Risk Management Notes"-short items of current interest visors' "feet to the fire," while similar incident in the future are
continuing to convey the safety reduced2 Answers to individual questions-up to four per year 
message to top management

3 Binder and indertabs fui filing

DEFICIENCIES in aircraft acci-1
dent investigation were described

There is only one way to tell whether this is the publication you want - read it
GUIDE TO

by Hugh E Youngblood, Jr., an

Order now Smileg pay $75 for a year's subscription (Or Ifu wish, $20 quarterly ) instructor at USC's safety center.
"Material failure recognition FEATURUS

If. in your judgment,.it_,s.not more_than.worth.the cost, return it for a full refund
and damage documentation and
analysis for accident reconstruc- Labor Beat 6

SOME OF THE TOPICS TO BE COVERED tion are two areas in which field Washington Watch 12
Practical Risk ManagementA Administration investigators appear to have lim- OpinionsB Property 18

Functions of the Risk Risk Retention Property Loss Adiusting Earthquake
P 0 Box 3998 8

ited confidence and knowledge," London Line 22Manager Insurance Manuals Fidelity Marine San Francisco, California 94119
he told the symposium, whichRecord Keeping - and Corporate Policy HPR Risks Time Element Risks Info for Buyers 26

Losses Workmen s Compensate Boller and Machinery Reinsurance Send a subscriptior to »was sponsored by USC, the L A Perspective 39Record Keeping - Self Insurance Surplus Lines Vehicks and Aircraft
General Safety Administration Data Processing Risks Flood - Trial Lawyers Assn and System Dates for Buyers 54

Broker Selection and OSHA
NAME Safety Society.Properly Valuation Fire Protection People 54

Guide to Publications Security and Economics C Liability To illustrate, he recounted a
and Reference Cert,licates of Insurance Structurin@ Pimary Liability for Property

COMPANY
Direct Writing Insurance Risk Finance Liability .Custody helicopter accident which oc-

Companies State Insurance Regulation Aviation Llabllity Umbrella Excess curred when an instructor pilot Vol 8 No 10-Business Insurance lSAutomatic Sprinklers Captive Insurance Liability Loss Adjusting Liability
STAEET CITY STATE ZIP CODE

yes or no Companies Directors and Officers Automobile Insurance was practicing a running fixed- published every other Monday at 740
The Corporate Risk Use of Consullants Contractual Liability Professional Liability Please bill me 0 $75 annually 0 $20 quarterly pedal landing As the landing was Rush St, Chicago, Il 60611 ConManagement Stafi Foreign Insurance and Hold Harmless Retrospective Rating
Communications Up Taxes Agreements Plans Check payable to PRACTICAL RISK MANAGEMENT being made, the aircraft's front trolled circulation postage paid at

and Down Workmens Compensation Personal Injug Liability Products Liability
crosstube assembly failed, dam- Chicago, Il Copyright 1974 by Crain

Communications Inc
agmg the ship's front portion
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Costly fire protection equipment held to minimum
I . I ..MI

, ..·.f:

Hancock buildings provide classic
:*-

example of high-rise controversy B

By MARY ANN CALLAHAN and 11 miscellaneous floors It ports, many occupants of the floors 1 -Li I
#7

has a steel frame construction below did not even reahze there
BOSTON-The overriding con- with the steel protected by a was a fire and there was no at- f

:.

cern of a fire insurance company sprayed-on asbestos material to tempt to evacuate them "
to minimize exposures in a high- provide fire resistance The A spokesman for Sudler & Co,

+

rise building is not always con- floors throughout are of poured managing agents for the building
sistent with the interests of the concrete and the outer skin is of told Business Insurance that "the I.

profit-oriented corporation which glass set in aluminum mullions city of Chicago leads the nation
owns that building, according to a with a 44 -inch-thick aluminum in the fire building code and this
real estate-managing agent here skin over the steel beams and building conformed to that code 1j

Even though a company may columns on the exterior side of as it was when it went up Since
-

want to protect its property, it the building The entire building then, the code has been made
may not want to pay for a full is heated and cooled electrically even stronger in its sprinkler re-

sprinkler network and may de- Although the building is not quirements, however," he added dup il
P

i,iii]:]
4111111 ,

cide to use an alternate system, completely protected by either an lilli 11"
he added automatic sprinkler system or an IN THE BOSTON building, too, , hydil iThat statement, or understate- automatic fire detection system, the architect, Henry Cobb of I M

0

I *t¥'„ 1,

ment, seems to hold true even certain parts of the building are Pei, included specifications which /11 11

when the owner happens to be an protected by such systems in ac- reduced the fird exposure f j {18: : ] 111 •

insurance company-John Han- cordance With the Chicago fire According to a Hancock re-
I1

*a *I.

cock Mutual Life Insurance Co, code at the time the building was lease, "the Tower was designed
for example--bernoaned a fire constructed For exarnple, the to conform w.th all applicable 0 Ir: 1 I
insurance expert who asked to kitchen for the restaurant- codes, but it also goes substan-
remain anonymous lounge, where the 1972 fire broke tially beyond the requirements of

out, on floors 95 and 96, is pro- those codes in providing special Hancock Tower Boston, with Artists' rendering if what Hancock
HANCOCK, WHICH in recent tected by sprinklers, while the firesafety systems

years has commissioned the lead-
blown-out windows boarded up Tower will look like when repaired

remainder of the restaurant- "A Building Safety Center,
ing architectural firms of Skid- lounge has a heat-sensitive fire manned 24 hours a day, enables municate directlv bv loudspeakfr wood until all 10,348 can be re-
more, Owings & Merrill and I M detection system The local fire management personnel to identi- with any floor 02 she building placed with a stronger glass
Pei, to build imposing high-rise department spent considerable fy, locate and respond at once to „Emergency water storage k.eps When city fire _nspectors in 1973
structures in Chicago and here time working with building man- an emergency condition any- water immediate.y available fcr saw the building half-shingled
has installed only minimal fire agement to plan fire-fighting op- where m the building firefighting, independent of 2-ty with plywood, thej decided that,
prevention and detection sys- erations in the building, according "An ionization detection sys- water supply too, was a definite fire hazard and
tems The system is not as de- to NFPA, which is one reason why tem responds instantly to the ordered the plywood patches cov-
pendable a network as at least damage was not as serious as it presence of combustion on any "FIRESAFETY was also of pri- ered with black, fire-retardent
one major fire insurance carrier might have been floor of the buildng and transmits mary concern in the selection cd paint
would hke to see this information to the Building interior mater-als and finish Bd." Still, chief George Paul of the

One underwriter told Business Safety CenterANOTHER REASON, accord- he Hancock sta.ement said "Car- Boston fire department praised
Insurance that his company ing to NFPA, is "the fact that

.A smoke- e xh a u st system peting throughoit the building Hancock for instal_ing the sprin-
wouldn't touch the unsprinklered there was very little combustible when activated by ionization de- meets the ver> Wingent requir€- kler system, noting that "the

Hancock buildings with a ten-foot rnaterial in the ninety-seventh tectors, vents srnoke and heat to ments of the new Boston Code witn company's action goes far

pole " floor Had there been greater oc- the outside and prevents its re- respect to flarne spread and srrcke beyond the gu-delines of the 1969
The 100-story Chicago Han- cupancy on that floor, with more circulation through the building generation Pair,- materia.s are building code uncer which the

cock Center has sprinklers in its combustible materials near the "An elevator-return system in non-flammable ard lead-tee Tower was constructed I beheve
commercial and mechanical areas windows, a serious fire would the event of fire on any floor, au- Aluminum ver_etian blinds ra-her this is a giant step .orward in im-
only, which led this underwriter probably have developed there, tomatically deactivates the call than drapes are used throughout, proving life safety in high-rise
to react with, "Why is it that a fire experts believe, and the fire buttons, returns all elevators and light fixtu res are of all-metal buildings Recently enacted legis-
corporation so often feels that its would have spread to the floors serving that floor to the street construction Interior furnish- lation will now require such sys-
mechanical assets, such as com- above 97 The furniture in the level and switches them to manu- ings, including upholstery fatrics tems for all *._gn-rise buildings
puter systems, are much more cocktail lounge consisted of 24 ta- al operation, thus making them and filling are fire resistant" beginning in March (1974) and I
valuable than ltS human re- bles with metal base and plastic- Immediately available for fire- Constructior if the Boston would hope t-at such buildings
sources? Why are not the em- larmnate-on-wood top, 44 chairs fighting and rescue as needed Hancock Tower has been plagued erected prior to, stis date would
ployes and people living in the and 8 couches made of polyure- "An internal communication by the well-pubhnzed falling -out follow the example set by the
Hancock protected by a sprinkler thane cushioning and cotton felt system enables personnel in the of ltS window Fares, wh_ct m Hancock in voluntary installation
system if ltS computers and ma- on a wood frame According to re- Building Safety Center to com- turn have been covered with ol}- of sprinklers "
chines are9-

A HANCOCK spokesman re-
plied that the company has no
plans to install a sprinkler system

Demand armed nuclear plant guards
in its Chicago Center, noting NEW YORK-Faced with the curity demands, according to the nuclear power industry's respor- "specific provis.ons of industrial"While it might be safer, lt would onslaught of nuclear power plant AEC because they feel plant secur- sibility to provide security foir its security programs must be re-
cost quite a lot "

However, Automatic Sprinkler sabotage, the Atomic Energy ity is the function of the national plants garded as highly sensitive infor-

Commission demanded an in- defense AEC demands ar.3 based on a mation "
Corp of America is presently m-
stalling an $875,000 sprinkler crease in plant security, requir- However, chief of the AEC's set of standards issued by the
system in the already-completed ing all utilities throughout the materials protection standards American Naticnal Standards In- THE MANUAL notes that "the
60-story Boston Hancock Tower country to acquire armed secur- branch, Dr James A Powers, stitute, last year extent to which these security

The system, developed by Fire_ ity guards by mid-June said that if nuclear power lS pin- Standards, axord_ng to tie Itt- forces are surpliec with protec-
Although most utilities are not vately developed, then lt lS the stitute, are very ge-leral bec:use tive equipmen: sich as firearms,Pro Inc, Hancock's fire protec- tear gas, crowL control devices,tion consultants, conforms to the expected to have a full service

National Fire Protection Assn armed security force until that .ad,0*f2El or nightsticks, as well as the

standards, and consists of 12,000 time, it was reported that Consoli- 1 , . duties assigned these forces, must

sprinkler heads hnked to 35 miles dated Edison Co's Indian Point be carefully assessed by the

of pipes with water fed from the nuclear plant has already begun owner organization The merits

standpipe system already in the acquiring guns
of arming searity forces to meet
the threats sh:11 be carefully

bung
One major electric company in ,

sprinkler system, which Connecticut, Northeast Utilities, 1 /71.-9,#-17/t weighed agar_st the potential

was not included in the original said that it has already revamped hazards associsted with possible

design' of the building, was added its security system, but would -' ir misuse of firearms '

"in view of recent high-rise fires now have to make revisions to * -
The report added that any se-

in other parts of the country," ac- include armed security guards in 4.4 ' curity systems adopted must be
*34 3*'1 able to respond "10 a wide vane-cording to Albert E Prouty, vp accordance with AEC demands

and officer in charge of the com- A Consolldated Edison source ty of potential threats" from "a

pany's home office building prol- noted that lt lS wary of arming its 1, spontaneous and undisciphned

ect guards for fear of dangerous ac-
t

actions of a relatively large group

What Mr Prouty didn't say was cidents 41
/

of people involved in mob activi-
ties associated wi-h civil disturb-

that one of those high-rise fires
occurred in the Chicago Hancock ANOTHER NUCLEAR Industry ance

Center on Nov 15,1972 That fire spokesman expressed a similar .E. + 0*
"Protection against actions as-

established the record for the concern He said, "because the 27*-- sociated with deliberate assaults

highest location in a building to caliber of industrial guards 13 not -1- -  »•Ii!14* by trained para-military groups

have a severe fire, according to the very high-they're not exactly an *Eta* · 1-- r or militant units of a foreign

Fire Journal of NFPA el.te corps In the presence of 179/2 power is not cor ered by this

The Chicago Hancock Center delicate machinery, you don't *2ltb.- standard Protection against such

has six floors of commercial area, hke to provoke a gun battle " actions is the iesponsibility of the

seven floors for parking, 29 office A number of utilities have ex- Nuclear plant security is a growing problem for installa to,s such as this U S governmer< the report stat-
floors, 47 floors of apartments pressed their opposition to the se- one in Lon, Il , the world's largest ed
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ATTENTION:

AGENTS/BROKERS
On July 22, Business Insurance will publish its third annual

Agent/Broker Profiles issue.

Last year's issue contained profiles of 500 leading agents and
brokers whose business (property, casualty, employe benefits and
related services) is with commercial accounts.

Those profiled last year should have received in the mail a copy

of their listing as it appeared last year along with instructions as
to how it should be updated for inclusion in the 1974 Profiles issue.
Please return it completed as soon as possible.

Those who were not included in last year's edition and would
like to be considered this year may obtain the necessary question-
naire by writing to Business Insurance, Agent/Broker Profiles, 708
Third Ave., New York, N.Y. 10017. Or, if you desire immediate at-
tention, call Ms. Judi Talit at 212-986-5050. To qualify agencies
and brokerages must have gross revenues of $ 150,000 or more an-
naully, with 50 % or more business from cornmercial accounts.

Free safety clinics and advisory
inspections offered state employers

MIAMI-Small employers in
Florida have little excuse nowa-

days for ignorance about work
safety. Two separate programs
are now underway to help them
overcome safety-related insur-
ance and engineering problems.

Free safety clinics are being
sponsored three or four times a

year in various cities around the
state by the American Insurance

Assn. (AIA).
At the same time, the indus-

trial safety section of Florida's
Commerce Dept. is offering on-
sight advisory inspections at no
cost to any employer who wants
them.

Arthur Spiegelman, a vp at
AIA, told Business Insurance the
association's clinics are designed

'as an insurance service for

small businessmen. We don't spe-
cify size, but they usually have
less than 50 employes. We get a
whole group of these fellows to-
gether and give them a really
good program."

THE CLINICS often have an

attendance of more than 200 em-

ployers. They are divided into
groups of similar industries,
varying from construction to
hotel-keeping, Mr. Spiegelman
explained. Loss control experts
frorn various insurance corn-

panies and agencies like the Oc-
cupational Safety and Health
Administration (OSHA) speak to
the businessmen about specific
safety problerns.

How to rent insurance

91 Never again
doyouhavetotieup

your company's
Capital in
prepaid insurance

premiums.

21 Al Hamilton

here. With a dollars

and sense idea for

corporate risk
managers.

() Because now
you can leaseyour
insurance. Just like

you leaseyour
company cars,

trucks or

whatever.

: 11.L i

f

7P

O.K. AFCO, show me how to rent my insurance.

Name

Title

Firm

Street

City or Town

State

-2-f My friends at
AFCO have a wide

range of insurance
premium financing

plans that cost
little-and let you

spread outyour
premiums instead

ofspreadingout
yourcapital.

QU Write and

AFCO will be glad
to set up a program

foryouthrough
youragentorbroker.

No obligation
of course.

The insurance rental experts.
NEW YORK: 108 JOHN STREET, NEW YORK 10038

ATLANTA BALTIMORE ' BOSTON CHICAGO

COLUMBUS, O. EASTORANGE HEMPSTEAD N.Y.

KANSAS CITY LOS ANGELES MIA'MI

SAN DIEGO SAN FRANCISCO SEATTLE

IN CANADA: _-CUO>
HA.!FAX MONTREAL TORONTO

EDMONTON VANCOUVER

The American Society of In-

surance Management also partic-
ipates in some of the clinics. Each
year at the AIA's Administrative
Engineers conference, ASIM

representatives j oin the seminars
on risk management, Mr. Spie-
gelman pointed out.

In the Florida clinics, "we ae-
tually tailor the program to fit
the needs of the specific job cate-
gories," he noted. But every elin-
ic focuses on "total loss control,"
including property-liability risk
management as well as work
safety.

"We realized that we couldn't

compartmentalize safety," Mr.
Spiegelman said. "So all our pro-

grarns are developed around the
entire picture."

The AIA's emphasis on em-
ploye safety as well as property-

liability risks dates back to 1965,
he explained. In that year the
National Board of Fire Under-

writers combined with the Assn,

of Casualty and Surety Companies
to form the AIA. The hybrid asso-

ciation currently has about 200
"member" insurance carriers who

support the AIA as a non-profit
organization. And these carriers

also pay for the Florida safet
clinics.

MR. SPIEGELMAN said the

carriers enjoy opportunities to
address regular and potential
clients in one place almost as
much as the small businesses ap-
preciate the educational forum.
"It becomes a local event. This is

our favorite way of getting to a
whole group of people at once,"
Mr. Spiegelman added.

Clinics also work well because

they capture the attention of em-
ployers who occasionally ignore
work safety as they concentrate
on other problerns.

"Sometimes the only way we

can get to them is to spoon feed

them," Mr. Spiegelman lamented.
"But it's worth the effort, and we
feel we're going to move ahead in
the years to come.

"It's hard to gauge results," he
added. "What we do know is

when we get to these people we
create the awareness and the mo-

tivation to look further."

Today the AIA clinics are or-
ganized in two states, Florida and
New York. But the programs are
considered successful, and the
AIA may someday begin organiz-
ing clinics in other states. One
obstacle is the AIA's limited

staff, Mr. Spiegelman said. It
would need to be expanded dras-
tically before the organization
could move into more states.

In Florida, the federal OSHA
still has fine-levying authority
where there are job safety viola-
tions. But the state Commerce

Dept.'s industrial section offers to
make on-sight inspections with-
out threatening to impose penal-
ties on employers. And like AIA,
it has courses and presentations
designed to help small businesses
stay out of work safety woes.

'CWE'VE HAD this for years as
far as education and training are
concerned," said John C. Glenn,
administrator of industrial safety
for the Florida Commerce Dept.
"And the service we are provid-
ing has been very well received."

The state's inability to impose
penalties on private businesses
tends to give the industrial safety

inspectors a "good guy" image
because the fear of penalties
doesn't exist, Mr. Glenn said.

"The small businessmen will

want anything you can give him,

knowing you can't impose any,
penalties," he reasoned. •



In the beginning,
there is price=

In the end, there is cost.

7'

If you're a businessman, you know there are certain
things you would never buy on the basis of price alone.

And probably, way up near the top of that list
is business insurance.

Employers of Wausau doesn't sell insurance on price.
We sell on the value of our services.

Those services are designed to help you prevent and control
losses. And /osses are what determine ultimate cost.

That's why we don't just ask for the chance to quote
on your business. We want the chance to show
what we can be worth to you in the long run.

Come to the source

Employers Insurance of VVausau
Wausau, Wisconsin
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labor beat

Awrapup of 197 3 union negotiations:
Tough year for collective bargaining
(Ed. note: The following labor beat
is reprinted, with permissimt of the

editors, from AFL-CIO Anterican
Federationist. The author.s of the

article, Rick Galleher and Thomas
R. Roth, are members of the AFL-
CIO department of research. Mr.

Galleher is an economist and MT.

Roth is a research assistant.)

WAGE INCREASES in major
collective bargaining settlements
negotiated in 1973 showed an
overall decline from the previous

years under the continuing im-
pact of wage controls. The aver-
age first-year wage increase

under major contracts-contracts

covering 1,000 or more workers-
negotiated in 1973 was 5.8%,
down from 7.3 % in 1972 and

11.6% in 1971. Over the life of

the contract, the average wage
increase was 5.2% compared to
6.4% in 1972 and 8.1% in 1971.

With wages and fringe benefits

combined, the average first-year

increase provided by 1973 settle-
ments covering 5,000 workers or
more was 7.1%, down from 8.5%
in 1972 and 13.1% in 1971. Over

the life of the contract, the aver-

age gain of wages and fringe
benefits combined was 6.1% in

1973 in contrast to 7.4% in 1972
and 8.8% in 1971.

First-year increases in wages
and benefits were the same for

contracts with escalator clauses

as those without escalator claus-

es, 7.1%. However, over the life
of the contract, wage and fringe
benefits changes were higher in
contracts with escalator clauses,

6.3 %, than those without such
clauses, 5.9%.

PENSION IMPROVEMENT, as

in previous years, was again a
dominant issue in 1973 bargain-
1ng. Significant gains were made
in pension provisions governing
such areas as benefit levels, re-
tirement age, survivor benefits

and vesting requirements.
The air line pilots at North

Central Airlines agreed to a re-
vised pension plan providing $9
to $13 per month per year of ser-
vice, depending on the employe's

salary bracket.
Similarly, pension benefits

were increased in the rubber

workers' settlements with the

major tire and rubber companies.

At Uniroyal, Goodrich and Fire-
stone the normal pension benefit
was raised from $7.75 to $9.50 a
month for each year of credited
service for employes retiring in

the first contract year, $9.75 in
the second year and $10 in the
final year. Rubber workers'

agreements also allow early re-
tirement at age 55 after 30 years
of service with unreduced pen-
sion benefits. Early retirees will

receive a supplemental "bridge
benefit" of up to $185 a month
until age 62, the age of eligibility

for Social Security. Other· con-
tracts negotiated by the URW at
General Tire, Armstrong Rubber
and Richardson Tire Co. specify a
$10 a month per year of service
pension. These agreements also
enable an employe to retire at
age 55 after 30 years of service
with full pension, plus a $200 a
month bridge benefit until 62.

The "30 and out" clause negoti-

ated by the auto workers at the

big three auto companies enables
a worker to retire after 30 years
with full pension benefit, regard-

less of age. Those retiring before

age 62 receive a guaranteed month-
ly benefit ranging f'rom $550 for
employes leaving between March 1
and Oct. 1, 1974, to $700 for those
retiring on or after Oct. 11, 1978.

At age 62, when employes be-

come eligible for early Social Se-
curity benefits, the benefit ranges
from $320 for employes retiring
between March 1 and Oct. 1,
1974, to $430 for those retiring on

or after Oct. 1, 1978. At age 65
these amounts terminate and the

retiree receives a lifetime pen-

sion ranging from $8.75 to $11.50
per month per year of service,
depending on his pre-retirement

wage rate and the date of retire-

ment, plus a "lifetime" supple-
ment of $75 to $100 per month de-
pending on the date of retirement.

VESTING OF pension benefits
was improved in a number of 1973
agreements. The woodworkers'

agreement with Weyerhaeuser
provides full vesting after 15

years employment, regardless of

age. A similar vesting provision
was negotiated by the Retail,

Wholesale and Department Store
Union with Foster Grant Co.

The IBEW contract at Arrow

Hart requires full vesting when

age and years of service equal 60.
At Westinghouse the age require-
ment was dropped and IBEW
members now have vested rights
after ten years of service.

Soaring medical costs have
prompted nuinerous unions to
negotiate improved health and
welfare benefits. Although health

care packages vary considerably

from contract to contract, many
gains in this area took the form
of increased hospitalization cov-
erage, liberalized surgical sched-
ules, improved major medical
insurance and medical protection

through dental, optical and pre-
scription drug plans.

IUE increased the surgical fee
limit from $1,000 to $1,200 at
Warwick Electronics. The mold-

ers' contract with the Manufac-

turers Industrial Relations Assn.

converted a surgical schedule
from a maximum of $450 to a
plan which meets all "usual and

customary fees." Some medical
care programs were improved by
increasing the employer contri-
bution toward Blue Cross-Blue

Shield premiums. The Ladies'
Garment Workers now receive 75 9

of the Blue Cross-Blue Shield pre-
mium from Knit Manufacturers of

New Jersey, while Foster Grant
and the RWDSU agreed to a 90 %
employer contribution.

MAJOR MEDICAL insurance

was also improved mai·kedly in
the molders' contract. A $100
deductible, $250,000 maximum

major medical benefit replaces a
previous $10,000 limit. The 15-
union National Class I Railroad

Accord raised the lifetime major
medical coverage from $50,000 to
$250,000. The $250,000 major med-
ical plan was also included in re-

Continued on page 7



Continued from page 6
cent electrical manufacturing set-
tlements. The IUE agreements at
GE, RCA and Westinghouse raised
the maximum major medical bene-
fit from $100,000 to $250,000 per
illness.

In addition to amending the
benefit levels of existing health
plans many ' unions established
new types of medical programs
previously not included. Compa-
ny-paid dental, optical and drug
plans were negotiated for the
first time in numerous 1973 con-
tracts, including the service em-
ployes with San Francisco hospi-
tals, the Bakery Workers with Na-
bisco Inc., the machinists with a
group of California car dealers and
the oil, chemical and atomic work-
ers with Parke Davis.

The new meat cutters' contract
with Swift, Wilson, Arrnour and
Oscar Mayer included a prescrip-
tion drug plan with a $1 deducti-
ble, a dental plan with $25
deductible and 80/20 coinsur-

ance, and an optical plan paying
$15 per examination in addition
to a fee schedule covering the full
range of eye care needs.

The grain millers' contract at
Kellogg Co. provides for a drug
plan in the second year and den-
tal insurance in the third year,
but immediately establishes a
maximum $2,000 benefit in any
12 consecutive months for mental

or nervous disorders and a $45
per trip arnbulance service insur-
ance. Ambulance service insur-
ance is also included in Tearnster

agreements at ICI American Inc.
and Del Monte Corp. The service
employes established a psychiatric
care provision in its agreement
with Kaiser Permanente Medical

Facility in Los Angeles.

PROTECTION AGAINST in-

come loss through paid sick leave
and sickness and accident insur-

ance were also negotiated in
1973. The longshoremen obtained
the 18th day of accumulated sick

Granted. Market Facilities Management
Services, Inc. is in the self-insurance
business.We must believe that self-insurance
has plenty of merit. But not in all instances
for all businesses.

How do you know whether it's right -
for you? Well, you can hardly pull the answer
out of thin air. So we've prepared a pretty
classy brochure called "Stop Passing the
Buck'.' This MFMS guide to self-insurance
covers the basics, which you might already
know Then hits on some things you might
not know. Like the cash-flow advantages that
come with retention of dollars. Like the
opportunities under self-insurance to reduce
the frequency and severity of loss. Or, that a
goodly chunk of every insurance buck you
pass to your current carrier gets eaten up by
non-benefit expenses and insurance
company costs.

Write any MFMS office. Ask. And "Stop
Passing the Buck" is yours.

If you've given the idea some thought
and want to talk details, call us.We'11 take a
look at your operation. Help you figure out
which standard coverages could be switched
to self-insurance most comfortably. And give
you the nitty-gritty on where MFMS fits into
the scheme.

We do think that you should seriously
consider self-insurance. And maybe you
should stop passing the buck, and the bucks.
But, don't get your heart set on it. MFMS
might have to tell you that self-insurance
isn't for you.

mfrns

we say stop passing the buck.
but not to everybody.

leave from the dried fruit proces-
sors in the Santa Clara, Ca., area
while the teamsters and the Illi-
nois food distributors agreed to
12 sick days with 90 days to-
tal maximum accrued. At RCA,
IBEW members will receive ten

days of paid sick leave which can
also be carried over from one

year to another. Eastern Airlines
and the transport workers have
included a sick leave provision
which allows 414 hours per month
with a maximum accrual of 400

hours. A multi-union agreement
with the Long Island Railroad in-
creased paid sick days that can be
accumulated from 60 to 72 and
provided 60% pay for an addition-
al 72 days.

The IUE contract at Warwick
Electronics increased the weekly
sickness and accident benefit to
$70, while a $115 per week maxi-
mum was negotiated at the Min-
nesota Mining and Manufacturing
Co. by the oil workers. The URW
contracts with Goodyear, Kelly-
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Springfield and Richardson tire
companies provides a $95 weekly
sickness and accident benefit-a
$10 increase over last year. The
brewery workers also agreed on
a revised sickness and accident
plan at Anheuser-Busch which
will reach $125 per week by 1975.

INCOME mdintenance took a
variety of forms in 1973 bargain-
ing, with notable improvements
made in supplemental unemploy-
ment benefits and severance pay.
Jury duty pay clauses and liberal-
ized funeral leave· provisions were
also ' increased to protect worker
income during ' brief, but un-
avoidable absences from work.

The brewery workers' agree-
ment with Anheuser-Busch in-
creased SUB to $100 per week for
26 weeks. The contract at GE
now provides a plan which sup-
plements government unemploy-
ment benefits to guarantee work-
ers 50% of normal pay. A special
weekly supplement is also offered

Send me your classy brochure.
Okay, I get your point. Self-insurance isn't for everybody. But what I want
to know is: Is it for me? Send me "Stop Passing the BucK' the MFMS
guide to self-insurance. And Ill make up my own mind.Then, Ill consult
my broker to get his opinion. Or I might just knock heads with you myself
and talk details.

Namp

Company

Arlciresq

Position

Citt J State 7ip Phone

I've got a couple friends caught in the same self-insurance quandary
Send along extra copies.

Market Facilities Management Services. Inc.A member of the Ametican Reserve Group.
An affiliate of Market Facilities Inc.
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ten-year ernployes aged 55 to 62
affected by plant closures.

Severance pay plans have been
ihitiated in many contracts and
improved in numerous others.
The service employes representing
New York apartment building
employes have 11 weeks sever-
ance pay after 8 years of ser-
vice with a minimum of $300
termination allowance for less
senior workers. The IBEW nego-
tiated a maximum of 8 weeks
severance Pay at Arrow-Hart

Inc. while the teamsters' agree-
ment at Campbell Soup allows 10
weeks severance pay after 15
years and one additional week
for each year of service over 13.
SUB gains were also registered
by the allied industrial workers'
agreement with Magnavox. One=
week severance pay is provided
after one year of service, 1 42
weeks after three years and two
weeks after five years.

The concept of paid jury duty
became increasingly popular in
1973. An ILGWU contract estab-

lished a jury duty provision
which enables an employe in the
Cleveland knitgoods industry to
receive uninterrupted compensa-
tion for jury duty up to 6 weeks.
Other jury pay clauses were, ini-
tiated in several teamster an4
textile workers' agreements.

LIFE INSURANCE coverage

was substantially improved in
many 1973 settlements. The dis-
tillery workers' new contract with
Hiram Walker and Sons specifies
a fully paid, $21,000 life insurance
policy. Likewise, hourly paid
Westinghouse employes will re-
ceive up to $19,500 coverage while
salaried employes will receive up
to $30,500 in life insurance.

The steelworkers recent settle-
ment at Dow Chemical Co. pro-
vides $16,000 and $20,000 in com-
pany-paid life insurance cov-
erage. The transport workers
union representing New York
Port Authority employes and the
utility workers representing pro-
duction and maintenance workers
at Boston Edison have contracted
life insurance benefits equal to
twice the worker's salary.

Rubber workers' contracts

raised life insurance coverage to
$9,500 at companies including
Goodyear, Dunlop, Kelly-Spring-
field, Armstrong, Richardson and
Electrical Hose. The machinists
obtained a $10,000 life insurance
policy from Eureka-Williams Co.,
as did the railway clerks at
Northwest Airlines.

AIRLINE PILOTS negotiated a
$50,000 accidental death policy
for agents and clerical employes
at North Central Airlines.

Vacations continued to im-

prove for both senior and junior
employes under contracts negoti-
ated in 1973. While many

contracts lengthened the annual
vacation period, others reduced
the eligibility requirements for
existing vacation allowance. The
ILGWU and the knit manufac-
turers of New Jersey agreed to a
graduated vacation plan which
provides one week of paid vaca-
tion after six months of employ-
ment, two weeks after one year
and three weeks after two years.
In another contract with apparel
contractors in Eastern Pennsyl-
vania, the ILGWU reduced the
eligibility requirement for a
four-week vacation at Christmas
to one year of service. The allied 
industrial workers' contract with

Magnavox and the IUE agree-
ment with Sprague Electric al-
lows two weeks vacation after
two years of service.

The brewery workers' contract
with Anheuser-Busch established
eight weeks of vacation after 2Q
years of employment.

Six weeks of vacation after 25

years is provided by the meat
Continued on page 8
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Non-contributory benefits feature The new agreement calls for a maternity benefit in favor of full
company contribution of $16 25 coverage of maternity costs;
per week per full-time guild em- • ehmination of the $100 de-
ploye, or about $62,000 a month ductible for drugs to a $2 deducti-of Washington Post settlement A benefits schedule for the ble per prescription
new pension plan has yet to be
drawn up, however The trustees

WASHINGTON-The Wash- time employes THE HEALTH benefit increases
favor of directing all contribu- for the fund were only appointed were agreed to before the final

ington Post agreed to switch from The part-tirne employes, some in tions toward a new pension plan eather this year, according to the stages of contract bargaining and
a contributory to a non-contribu- the editorial department of the with fixed benefits. company and the union
tory system of health and welfare newspaper, but most in the com-

went in effect March 1 Their
Under the profit-sharing plan, Medical coverage, written cost, however, was taken into

benefits last month in setthng a merc. al department, have already guild members could withdraw through the Prudential Insurance consideration in producing the
16-day strike with the 1,100 been included in such benefit areas from 30 % to 70% of their account Co, included increases in the fol- final package
member unit of the Washington- as vacation pay, severence pay, if they left the company before owing areas The contract immediately raisedBaltimore Newspaper Guild holiday pay, experience credits, retiring at age 65 The full • full coverage for up to 180 the top w eekl y mimmum sala-

 The added cost to the company and the guild's grievance proce- amount was available at that age. days of hospital stay from 75 % of ry to $423 25 from $400 with awas not disclosed, but officials dures
said the approximately 885 full

Under the old two-year con- coverage after the first $10,000; further increase to $448 25 effec-
tract the Post contributed $5,000 • full coverage of reasonable tive next April 1

time guild employes had been BUT ONE guild official specu- a month to the pension plan for surgical costs from 75 % of such In approving the contract, the
paying an average of $7 a week lated about the "sincerity" of the the first of two years and then costs, guild membership first votedfor the benefits under the former Post management in agreeing to $8,000 a month for the second year.
contract • an increase in x-ray and lab- down a resolution to continue the

"investigate" the further exten- In addition, a pay increase that oratory costs to $150 a year from strike and for putting up a picket
The guild and the Post also sion of employe benefits to part- was ordered rescinded by the cost $50; line. Picket lines had not been es-

agreed to Investigate the feasibil- time workers of hving council was funneled, • a reduction in the major med- tablished previously and the Posttty of including the part-time In the retirement benefit area, with government approval, mto leal deductible from $100 per cal- had continued publication
guild employes in the health and the guild's full time members the pension account, creating a endar year to $25 per calendar throughout the walkout .

welfare benefit package About severed their participation in the fund of about $500,000 by this' year;
200 members of the unit are part- Post's profit-sharing plan in year • elimination of the former $500

Labor beat...
Continued from page 7

cutters' new vacation provisions

9 0 with Cudahy, Rath and Oscar
16 Mayer The teamsters' new con-

tract with Missouri-Ilhnois Food
Distributors provides seven weeks

a

of vacation after 30 years
p*'r-f Improvements in holiday sched-

ules were also provided in 1973

. Ir S . settlements While many unions
were bargaining for nine or ten
paid holidays, many others nego-
tiated additional hohdays, in-

A
J

cluding Martin Luther Klng's
birthday and the day after
Thanksgiving.

One relatively new idea m col-
lective bargaining US to provide
members of a bargaining unit1 -

1 Because with legal services on a prepaid,
ty ... group basis

1. WE
FOR THE PAST three years,

members of Laborers' Local 229
in Shreveport have been covered

PIONEERED ITS by a pre-paid legal insurance
plan The program provides ben-

DEVELOPMENT efits of $100 worth of legal con-
sultation and advice on almost

andso we have had more any subJect, not to exceed $25 per
experience withit than visit, $250 for legal research, in-
anyone else. vestigation and preparation of

&
.

$ briefs, with a $10 deductible,
4

P $325 for representation before a

 2. WE<STILL court or hearing officer, plus 80 %
of the next $1,000 in litlgation ex-

LEAD THE FIELD penses.
After the Shreveport plan and

in dollar volume and several others were established
as experiments, in August 1973,number of firms insured.

i
Congress adopted an amendment

3. SIZE IS. : :,
to the Taft-Hartley Act allowing
employer contributions to Jointly
administered funds to set up pre-
paid group legal service plans asNO PROBLEM a fringe benefit package m a bar-

 Our facilities are complete gaining agreement ill much the
same fashion as health care, pen-

for large, small, and sion and other benefit plans
moderate size companies, A number of contracts have al-

f financial institutions, and ready done so For instance,

non-profit organizations. Local 101 of the State, County
and Municipal Employes repre-

..

senting city workers in San Jose,

4.WE KNOW WHAT I- Ca, has negotiated a city-paid
service plan It includes 3 FA hours

IT'S ALL ABOUT of consultation per member per
year on any subject, review and

Our experts are always advice on three contractual or
-r Ask the Stewart, Smithavailable to discuss this Off purchase agreements during the

year, free simple wills; represen-
complex form of insurance Ice nearest you for tation through superior court re-
with brokers and their clients. our Directors and Officers garding personal liability arising

Uabil out of suits brought against the
$ isty brochure. employes in their official capaci- - 3

ty and similar benefits.

48\Steivar&-Smith
The UAW has included in its

auto and farm equipment con-
tracts a clause that requires the
company to pay the workers'
share of any taxes levied to cover

A member of the Stewart Wrightson insurance Group the cost of a national health in-

surance program, anticipating the

NityZ, NewYork 10038 " 141 West Jackson Boulevard 3200 Wilshire Boulevard
passage of such legislation Simi-
larly, steelworkers' contracts haveChicago, Ill,noid '60604 1 - Los Angeles, California 90010

%
5 (212) 964-6700 (312) 939-5775 · ,- ,(213) 382-6201 provided since 1960 for the corn-

pany to pay the employe's share of
'" -CAS . Y'*-:kx'J-F-i<F.rTE* any state or federal health pro-

_'_-U-1.-i :6111. -S*-·Gi,·621111 gram
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When you're building a company
you have to be very, very careful.
Almost five years ago, we began looking for independent
agencies to join ug in building a dynamic, nationwide insur-
ance brokerage company.

We had to be careful.

The agencies we were looking for had to be thoroughly ex-
perjenced, solidly successful, progressive in their thinking and
eager to enjoy the many benefits of being part of a major,
nationwide company without sacrificing their own identity
and autonomy.

Of all the agencies that expressed interest in joining us, we
accepted less than ten percent. They had an average of 25
years' experience.

We were very careful.

Today, we are ranked among the ten largest, public insurance
brokers in America. We have offices in 18 cities, in California,
Florida, Georgia, Illinois, Massachusetts, Michigan, New York,
North Carolina, Ohio, Pennsylvania, South Carolina, Texas
and in London, England. Some have elected to be known by
our corporate name. Others have retained their original iden-
tities. But they're all part of the family.

In less than five years, we've built a thriving, widely diversi-
- fied and extremely efficient company with more than 700
years of combined experience.We were able to do it because
we were careful.

Very, very careful.

Corporate offices: 3130 Wilshire Blvd., Santa Monica,
California 90406. Phone: (213) 828-6411.

eral Capital Corporation · Seaboard Agency, Inc. & Jones & Simpson, Inc. · CHICAGO, ILL.: Seaboard Underwriters · CLEVELAND, OHIO: Bercu Insurance Agency· COLUMBIA, S.C.: Seaboard

aries· Rittenhouse Associates· SAGINAW, MICH.: Penn Underwriters, Inc. · Polasky-Smith Agency, Inc. ·SAN FRANCISCO, CA.: Friedman & Company· DETROIT/SOUTHFIELD, MICH.: Penn
General Agencies of Michigan · SPARTANBURG, S.C.: Hudson and Company, Inc.
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Senate amends and passes no-fault
bill; House hearings to start soon
Continued from page l
system on an immediate nation-
wide basis without a need for state
legislative action.

The late amendments to the

Senate bill accomplished two key
things:

• allowed group health insur-
ance writers to compete with
auto insurance writers for the

medical coverages specified under
the Senate bill;

• bent the no-fault principle
enough to allow subrogation of
claims in accidents involving
heavy commercial vehicles that
would be based on fault.

The Senate no-fault eoverages
involve primarily health benefits,
leaving to the states the option to
extend them to property damage

settlements.

Sen. Walter Mondale (D-Mn.),
in what he called a "consumer's
amendment," proposed that auto
insurance buyers be allowed to
use their group medical cover-
ages to meet the no-fault re-
quirements.

If the no-fault buyer elects to
use the group benefits, it would
leave to his auto policy only such
areas as loss of pay and survivor
benefits and thus reduce premi-
Lim costs.

A spokesman for the Blue Cross
Assn., a backer of the Mondale
amendment, said such transfers
from auto policies were not ex-
pected to increase group policy
costs.

Sen. Mondale's original

SEN. MONDALE said the

amendment would "allow the

health insurers to effectively com-
pete with the auto insurers" so
long as the group plans used met
the minimum standards of the ap-
plicable no-fault law.

The major benefits include:
• unlimited medical and reha-

bilitation coverage from an in-
sured's own company on a

no-fault basis;
• workloss protection with a

minimum of $15,000;
• whatever other replacement

service benefits may be needed,
in reasonable amounts;

• funeral and burial expenses
not to exceed $1,000;

• survivors' loss compensation.
The bill also restricts the right

to sue for non-economic damages
such as "pain and suffering" to
those cases involving serious in-
jury or death or 90 days of total
disability.

The states retain rate setting,
tax making, and other general
supervisory authority over insur-
ance, but the U.S. transportation
secretary would supervise the
minimum no fault standards.

In Columbus, Oh., the presi-
dent of the National Assn. of Mu-

tual Insurance Agents said that
the Mondale amendment would

be "unfair and discriminatory"

amendment would have required
states to offer the group health
insurance option if state insur-
ance officials agreed it could re-
sult in savings to the consumer.

That was later amended to let
state legislatures have the final
determination on whether the

Mondale approach is best suited
to the insurance needs of that
state.

Flying tigers. Meet Lee G. Barnes and a squadron of his
"flying tigers" from the Sky-Life camp near Edinburg, New York. O Lee, a former Navy and
commercial helicopter pilot with over 10,000 accident-free hours, founded Sky-Life in 1963.
It's the nation's oldest flying camp and the first one designed for the purpose of teaching
youngsters to fly. O To date, Lee has graduated over 250 licensed teenage pilots. Over sixty
of his students have so/oed on their 16th birthdays; many have gone on to earn higher ratings,
and not a single one has ever had an accident during or after his Sky-Life training! O Lee is
justifiably proud of Sky-Life's safety record, but he's prouder still of the boys themselves.
"They've made this camp what it is today", he says, "they bui/t it, they run it, and they be/ieve
in it." O USAIG believes in it too. We have insured Sky-Life from its inception and we are
proud to be sharing in its growth and progress. USAIG UnlIED STATES RIRCHAFT InSURAnCE GROUP

NEW YORK - ATLANTA - CHICAGO - DALLAS - LOS ANGELES - SAN FAANCISCO
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against persons ineligible to par-
ticipate in group insurance plans.

Charles M. Beteler Jr., associa-
tion president, told a meeting of
the Ohio Assn. of Mutual Insur-

ance Agents, that the premiums
paid by persons covered by
individual health policies would
be used to subsidize those in

group plans, while they thern-
selves would receive none of the
benefits.

One other area left to the states

will be the subrogation of bene-
fits in accidents involving trucks.

Sen. Warren Magnuson (D-
Wa.), in order to prevent what
were called "windfall" premium
reductions to the trucking indus-
try, proposed that states be al-
lowed to reallocate loss based on
fault in accidents involving ve-
hicles of more than 8,000 pounds
unladen weight.

The determination of fault
would be at the insurer level and
would not affect the immediate

ability of the accident victim to
recover benefits.

"IN ORDER TO assure owners
of heavy commercial vehicles
some advantages under a no-fault
system," Sen. Magnuson said, "the
amendment preserves a no-fault
concept, even at the insurance
company level, for the first $5,000
of loss.

Sen. Marlow Cook (R-Ky)
amended the Magnuson proposal
to allow the states to determine
which classes of heavy vehicles
will be subject to the subrogation
clause so as not to limit it to acci-
dents involving only the heaviest
vehicles.

It appears likely that subroga-
tion will remain in the final bill

to emerge from Congress because
Rep. Moss' House bill (H.R. 10)
includes its own subrogation
clause complete with authority
for the secretary of transporta-
tion to specify damage subroga-
tion formulas.

The trucking industry has indi-
cated its support for a "pure" no
fault system, but only one that
did not allow a fault system to be
"discrminatorily" applied to their
vehicles. •

No-fault bill

sparks flood
of reaction

WASHINGTON-Stormy de-
bate over controversial issues is

 a test of the ingenuity of the var-
ious sides. The Senate no-fault

I debate was no exception.
Sen. Frank Moss (D-Ut.), floor

manager for the Hart-Magnuson
no-fault bill passed by the Senate
this month, charged that the

, American Trial Lawyers Assn., in
1 cooperation with Western Union,

had developed a new method for
deluging Congress with protest
letters.

Under the system, association
members could send protest "nes-
sages to ten selected Congress-
men and government leaders

' merely by telephoning Western
Union and supplying a name.

The lawyers association even
suggested its members supply not
only their own names but the
names of "associates, secretaries,
clients, relatives, friends

And for each name, off would
go ten Western Union Mailgrams.

 The association even supplied
Western Union with 30 num-
bered, pre-written messages, for
members who didn't want to take
the time to write their own.

The lawyers association was
bitterly opposed to no-fault limi-
tations on the right of accident

4 victims to sue for non-economic
damages. •
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At The St. Paul

we dare speak the unspeakable.
You heard us right That doesn' make us experts yet But now you

When you speak of "deductibles trans er anc know nere are folks out here *1-0 accept risk
non-insurance," we inderstanc you zerfectly Beca-Ise maragement on your terms THE ST. PAUL
now they're part of our language, 00 From us, yo J're more likely to heG loss

COMPANIES
We've decided r sk managerreni -nakes sense pie:ention, loss reduction anc ircreased retention''

when executed prcperly So we're learn ng to !-unk lather han "nigter premium '
and speak like risk managers This commitment t:) responsible risk

To start, we believe we've ira ned more DE·op e in management is just ancther way we'·ie met the
risk management nan any other insurEnce c impanv chargng needs of insurance buyers sir De our

282 of ou- employees have rece 'fEd, 0- Ere abDIJt beginn ngs back in 1853 Se-vng K u aroundthewor/d aroundtheclock
S Paul Minnesota 55102

to receive, Associate of Risk Mana Jerr ent c 1 -loma s TEIkwithan independent agent fci The St Paul
from the Insurance Institute of AmericE He'E in the boat with us And 1-i the Yello// Pages

Risc managemen ese sfcEn here St Pau Fire and &'ine Irsurance Con·pany, St Faul Mercury Insurania Companh, rle St Paul Ins»rance Ccmpany
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ilillita. washington watch
Improvements in state work comp
partly due to fear of federal act

WASHINGTON-The United
States Chamber of Commerce
says that 49 states enacted inn-
provements in their workmen's
compensation - laws last year, due
in no small part to the threatened
federal takeover of state pro-
grarns by the federal govern-
ment.

The chamber, in its annual
survey of workmen's compensa-
tion laws, said indemnity benefits
were increased in 38 states, and

in 25, maximum weekly benefits
equal or exceed two-thirds of the
average weekly pay for tempo-
rary total disability cases.

Two more states, bringing the
total to 48, increased medical
care payments to provide unlim-
ited amounts, and 49 states, up
from 45 in 1972, now provide
broad coverage for occupational
diseases.

***

THE NATIONAL Transporta-

tion Safety Board came down hard
on the Southern Pacific Railroad
last month in a report calling for
federal regulations that would
give train crewmen the same
type of no-drinking periods be-
fore they go on duty as are im-
posed on airplane pilots.

The board blamed a crash of
two SP freight trains last June 25
on one train being operated "at
excessive speed by an engineer
under the influence of alcohol."

Contributing to the failure, the
board said, was "the ineffective-
ness of the Southern Pacific in
assuring compliance with its op-
erating rules and procedures,
which were specifically designed
to prevent an accident if a crew-
member failed to perform his
duties."

An engineer and a front brake-
man died when their 71-car train
passed both an approach caution
signal and a stop signal and col-
lided at about 60 miles per hour
with the rear of a standing 23-car
freight in the Indio, Ca. yards.

The board also said that the
freight's locomotive, should have
had both an engineer "dead man"
control and an overspeed preven-
tion device, both had been cut out
without the train conductor's
knowledge.

This did not violate SP rules,
and there are no federal regula-
tions requiring dead man's con-
trols or overspeed devices on
locomotives, the board said.

SOMETHING YOU WILL BE INTERESTED IN KNOWING MORE ABOUT

We take pleasure
in announcing the formation of

UNDERWRITERS, INC.

GATX Underwriters, Inc. is a managing general agency for Casualty, Property, Marine
and Aviation Insurance. GATX Underwriters will represent admitted and non-admitted
insurance companies and will specialize in excess, surplus lines and unusual
insurance coverages for Commercial and Professional organizations.

Some of the speciality professional coverages Offered will be:
Accountants

Architects and Engineers
Construction Managers
Design-Build Contractors
Insurance Agents or Brokers
Lawyers

Public Relations Consultants
Real Estate Agents and Brokers
Turnkey Contractors

We will also make a market for Umbrella Liability Insurance for business,
financial and professional risks.

A unique and competitive facility for Directors and Officers Liability Insurance
is offered for Corporations organized for profit, non-profit institutions and professional
persons serving as Directors of other Corporations.

A sophisticated facility for the writing of manuscript policies of insurance
covering the catastrophic risk of manufacturers, professionals, financial institutions
and other businesses is planned.

We invite your inquiries on your problem situations, since they are our
opportunities to display our excellence to you

CL # A/L-
Thomas F. Sheehan, C.P.C.U.
President

I a

hJ
L-« Or-ru

Ram H. Chandarana, A.C.1.1.
Vice President

120 SOUTH RIVERSIDE PLAZA · CHICAGO, ILL. 60606
312/621-6511, 621-6495, 621-6493 • TELEX 25-3623

And while SP rules prohibited
drinking by employes subject. to
duty, the board noted, the rail-
road's procedures "do not insure
that an engineer or conductor
will be in proper condition when
he goes on duty."

The SP, said the board, should
require a "formal check of the
crewmembers by the conductor
before they go on duty," with the
conductor "supported by rules
and procedures which are con-
sistently applied by manage-
ment."

In addition to new federal reg-
ulations and m ore thorough
checks on SP employes, the board
also wants the SP to train all new
employes, including brakemen, to
understand their responsibility to
"monitor the performance of
other employes and to take posi-
tive action when the situation
warrants."

The board also recommended the
use of dead-man and overspeed
controls and a requirement that all
crewmembers be notified when
they are inoperative.

On a longer term basis, the
board repeated a 1972 recom-
mendation that the Federal Rail-
road Administration and the rail
industry develop and require the
installation of fail-safe train stop
devices and to study environment-
al conditions that could district
crews or cause them to fall asleep.

***

THE NATIONAL Transporta-
tion Safety Board also urged last
month renewed emphasis to pi-
lots on the limitations of airport
visibility measurements in a re-
port of its findings on the crash ,
last July 31 of a Delta Air Lines
DC-9 at Boston's Logan Interna-
tional Airport.

Visibility at impact, said the
safety board, was almost zero in
fog although 20 seconds earlier
the crew had been told by the
control tower that there was 6,000
feet of visibility along the runway.

The tower, however, men-
tioned a "pretty heavy" fog bank
moving across the runway's ap- 1
proach end, the board said.

The crash killed all 83 passen-
gers, five crewmembers, and one
cockpit observer. I

The aircraft was also reported
too high and too fast for a normal ,
approach at the runway outer
marker, and was at too sharp an 
approach angle, the report said.

The flight crew, the board said,
also neglected altitude monitoring ,
requirements which specified the
altitude should be called out loud I
during the approach.

***

THE DEPARTMENT of Health,
Education, and Welfare says it
has paid out $4.6 million to seven
states paticularly hard hit by a
wave of tornados . early last
month. The funds were used
mostly for medical service and
reconstruction.

Insured property damage was
estimated shortly after the storm
to be in the $400 million to $500
million range.

The department also estimated
about $24 million in damage was
done to schools in the hard hit
states of Alabama, Georgia, Illi-
nois, Indiana, Kentucky, Ohio,
and Tennessee.

Most of the school damage was
covered by insurance, according
to the department, but states
have 90 days to apply for federal
assistance through HEW's School
Assistance program.

**

THE CONSUMER Product Safe-
ty Commission named Mary K.
Ryan, a former attorney for the
cost-of-living council, to direct a
comprehensive review of the corn-
mission's compliance and enforce-
ment activities. She is also to
develop recommendations for
streamlining those programs in
Washington and the commission's
14 area offices.



Contractors fined $4,300
for 82 OSHA violations

HARTFORD-Ten contractors

working on the $70.3-million
Hartford Civic Center project,
one of the largest construction
developments in Connecticut,
were fined more than $4,300 for
at least 82 violations of federal

regulations designed to protect
worker safety.

The fines were imposed by in-

speetors from the local office of
OSHA (Occupational Safety and
Health Adminstration), following
site tours, which were conducted

without advance warning, in De-
cember and February.

Most of the fines have been

paid. No contractor, to date, has
appealed the citations.

LARGEST PENALTIES were

levied on the Gilbane Building

Co. ( $2,625), Providence, general
contractor on the city-owned
portion, and Anderson Fairoaks,
Hartford ($1,395), a prime con-
tractor on the adjoining ITT-
Sheraton hotel.

One Anderson Fairoaks viola-

tion.was listed as serious, defined
by OSHA as a situation "where
there is a substantial probability

that death or serious physical
harm could result."

The violation ($800 fine) was
tied to a section of OSHA rules,
called "housekeeping," which re-
quire construction sites to be free
of large piles of debris.

Anderson Fairoaks, it was said,
allowed accumulation of exces-

sive trash in the hotel yard and
on upper floors.

John Barnes, OSHA inspector,
did not provide details relating to
injuries on the site but indicated
that a number of. accidents prob-

Subcontractor

not insured

NEW YORK-Miller & Long

Co., subcontractors working on
the site of the Virginia high-rise
collapse last year (Business Insur-
ance, March 26, 1973) were not in-
sured for OSHA penalties or for
non-OSHA criminal charges or
civil damage suits, according to the
attorneys who are handling the
case, Arent, Fox, Kintner, Plotkin,
and Kahn.

It was learned that the review

commission approved a settle-
ment between Miller & Long and
OSHA, in which the subcontrac-

tor agreed to pay penalties of
$13,000.

Mr. Page, an associate of the
law firm on the case said that

Miller & Long were charged with
a misdemeanor and subsequently
fined $300 for building code viola-
tions.

HE ADDED that "there was no

insurance coverage for this, as
far as I know."

Nor was there any insurance
for non-OSHA charges, Mr. Page
added.

"One of the officers of the firms

was indicted for manslaughter and
acquitted by a judge in Virginia,"
he said.

Three violations issued by
OSHA after a three-month inves-

tigation were:
. willfully removing concrete

forms prematurely from the 23rd
floor following concrete pouring
on the 24th floor;

• failure to provide guard
railing on open sides of two
floors, and ;

. use of damaged timbers for
post shores on two floors. •

ably could be traced to hazardous
working conditions.

All other cited violations were

listed as nonserious, (and re-
sulted in fines) including electric
extension cords laying in water;

railings missing on high plat-
forrns; use of a propane heater
inside without sufficient ventila-

tion; lack of an alarm system to
alert workmen and the fire de-

partment in emergency; men
working on a scaffold some 26
feet in the air without railings.

The housekeeping requirement
was tied to the most-frequently-
cited violations, with Mr. Barnes
noting, "It (the project) is proba-

bly one of the worst construction
sites we've inspected around 'this
town. It was very bad over
there."

GILBANE WAS fined $285 for
accumulation of trash during the
initial inspection, $710 during the
next inspection.

Also fined: Crow Construction-

Co., North Carolina, $385; Tarco
division, Acmet Corp., East Hart-

business insurance. May 13, 1974/15

ford, $365; Acme Plumbing &
Heating Co., Hartford, $125; B&T

Masonry Co., Hartford, $120; Bald-
win Stewart Electric Co., Hartford,
$110; Pilloramo Construction Co.,
Boston, $75; Sheppard Steel Co.,
Hartford, $50; and Talco Insulation
Co., $45.

Joseph Anderson of Anderson
Fairoaks remarked, "We got
careless. I didn't realize it was as
bad as it was." •

Are you MISSING an
important part of your
workmen& compensation
policy?

IF it doesn't bear the name LEATHERBY, you may be missing
a lot in workmen's compensation insurance.

For example... personalized, on-the-spot loss control and claims
attention. In depth "in house" safety studies. Top medical care.
A"counselor" for the injured worker. Modern rehabilitation
techniques. Astute legal attention from the beginning on
potentially serious injuries.

LEATHERBY can do it because it auerages $65,000 premium
per commercial policy. That permits concentration
of specialization on each risk.

IF you haven't heard of LEATHERBY before... you will! It's
America's fastest-growing nationwide workmen's com-
pensation insurer. Best's ratings are tops (A + /AAAAA).

LEATHERBY can help you. For details, contact:

A Richmond Corporation Compan

National Headquarters: The Leatherby Building, 1400 N. Harbor Blvd.

Production & Service Offices from Coast to Ccast

c LEATHERBY INSURANCE COMPANY
Fullerton, CA 92635

LEATHERBY
Insurance Company

4
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Most costly welfare plans are those
iointly managed by unionlemployer

WASHINGTON - Welfare

plans jointly administered by
employers and a union appear to
be five times as costly to run as
employer-administered plans, ac-
cording to a recent U.S. Labor
department study of administra-
tive costs of pension and welfare
plans during fiscal 1967-69.

The cost disparity is at least
partially attributable to the fact
that nearly all of the jointly ad-
ministered plans in the survey
pi·ovjded administratively costly
health benefits and only 36 % of
the employer administered plans
provided such benefits, according
to the survey.

The survey included 250 pen-
sjon, welfare, and combination
pension and welfare plans which

reported direct disbursements for
administrative expenses.

In total the 250 plans held
assets of $10.3 billion, received
annual contributions of $1.5 bil-

The study revealed that the
most costly... plans were the
insured plans, averaging $20.06
per participant, with self-insured
plans being the cheapest, averag-
ing $12.59 in administrative costs
per participant.

lion, and disbursed $30.6 million
annually for the direct payment
of administrative expenses.

The administrative cost per par-
ticipant average $10.40 in pen-
sion plans, $16.67 in welfare
plans, and $25.37 in combination

pension and welfare plans.
The administrative cost of the

welfare plans was 60% greater
than that of the pension plans
largely due to the heavier work-
load involved in medical, surgical
and hospital benefit programs.

The study revealed that "sur-
prisingly" the most costly wel-
fare plans were the insured plans,
averaging $20.06 per participant,
with self-insured plans being the
cheapest, averaging $12.59 in ad-
ministrative costs per participant.

The cost figures for pension
plans were just the opposite.
Self-insured pension plans were
most costly, at $11.23 per mem-
ber, followed by $8.42 per mem-
ber in split funded plans and only
$2.85 per member for insured

plans.

The explanation, says the study,
is within the mix of benefits pro-
vided by the plans. Among the in-
surod welfare plans, all provided
health benefits; among the split-
funded plans, 94% provided health
benefits; but among the self-in-
sured plans, only 62 % provided
health benefits.

THIRTY-EIGHT percent of the
self-insured welfare plans pro-
vided supplementary unemploy-
ment benefits (SUB), and among
the SUB plans, all but one were
single employer plans adminis-
tered by the employer, the study
said, who bore most of the ad-
ministrative cost, thus reducing
average administrative costs for
self-insured welfare plans.

Jointly administered pension
plans disclosed per member ad-
ministrative costs of $14.13, near-
ly twice the amount reported for
employer administered plans.

The data used for the study

MOTALL
INSURANCE MEM
SELL INSURANCE.

For instance, Charles Olivier is
in the insurance business.

But he won'ttryto sell you a
thing. Except some positive sugges-
tions on how to prevent loss and
damage in your plant.

Charlie is part of the Factory
Mutual System. By profession he's
a Loss Prevention Engineer. And he's
one of the first people you'll meet
when we start talking about protec-
tion for your property.

Charlie's job isn't to sell you a
policy. His sole function is to pin-
point any potential hazards in your
plant. And make specific recommen-
dations on how toeliminatethem.

Anythingthatmightcausefire, Norwood, MA. 02062.
trigger an explosion, invite theft or Find out what we mean when

damage in anywaygoes into Charlie'p we say we're more than insurance.
Candidate Inspection Report.

The result is a kind of loss pre-
vention expert's "x-ray" of your
entire operation.

By the time this inspection is S:X.
over, most people don't have to be S,sold on a Factory Mutual Policy.
Our promise to pay plus our plan to
protect makes such good sense, it Allendale Insurance

sells itself. Arkwright-Boston Insurance
Philadelphia Manufacturers InsuranceTalk to your local representative Protection Mutual Insurance

soon about a Factory Mutual Can- System Associatesdidate Inspection of your plant Or Factory Mutual International 
write Factory Mutual System, FM Engineering and Research

was limited to disclosed data,
the study's authors emphasize, and
in many employer-administered
plans the employer, rather than
the plan, absorbs much of the
administrative costs which re-

main undisclosed.

By Dec. 31, 1969, about 124,000
welfare plans had filed D-1 forms
with the Labor department and
about 47,500 of these plans with
100 or more participants filed D-2
reports providing detailed infor-
mation about the finances of their
operations.

About eight out of ten plans
were insured and about one out
of 10 was unfunded. Plans with

assets totaled only about 5,500
and ian estimated 4,260 reported
disbursements for administrative
expenses.

USING A SAMPLE of 55 plans
reporting administrative costs, 43
offered at least a basic health
plan providing hospital, medical
and surgical benefits. Thirty-five
of the 43 plans also offered death
benefits and or disability income
benefits.

Nine of the 55 plans provided
supplementary unemployment
benefits alone or in combination
with other benefits. The three re-
maining plans offered miscella-
neous health benefits, according
to the study.

Admjnistrative expenses of
seven employer administered
SUB plans were equal to 2.3 % of
annual contributions and aver-
aged only $1.42 per participant.
The multiemployer basic health
and welfare plan administrative
cost was equal to 4.1 % of contri-
butions and averaged $9.20 per
participant.

Administrative costs in 37 mul-
tiemployer plans ranged from
$2.46 per participant to $45.68 per
participant. Fees and commis-
sions accounted for 47.9% of total
administrative costs and salaries
accounted for 29.6%, according to
the study.

The variable having the great-
est impact on administrative cost
was size. Among jointly adminis-
tered welfare plans, the study re-
ported, costs per participant were
160 % greater in plans with only
100 to 999 participants than in
plans with 10,000 to 19,999 mem-
bers.

"IT WAS NOT surprising," said
the Labor department study, "to
find that the administrative cost
per participant decreased as the
number of participants increased.
What was more significant was
that among plans comparable in
every way in terms of type of ad-
ministration, type of funding, and
size, there were still wide varia-
tions in the administrative cost
per participant.

"This raises the important ques-
tion of internal procedural effi-
ciency of plan operations which
cannot be studied by using plan
documents and reports filed with
the Department of Labor. It also
indicated that, regardless of plan
size, economies of operation are
possible when pursued by admini-
strators committed to this objec-
live."

The full, 146-page report, enti-
tled "Administrative Expenses
of Welfare and Pension Plans," is
available from the Superintend-
ent of Documents, U.S. Govern-
ment Printing Office, Washing-
ton, D.C. 20402. m

Vermont Blues rates up
Vermont banking and insur-

ance commissioner James Guest
authorized a 27.8% rate increase
for Blue Cross and an 11.6% rate
boost for Blue Shield. The rate
increases were effective May 1
and will continue for the fol-
lowing 12 months. Blue Cross had
sought an increase of 35.3% and
Blue Shield a 19.6% hike,



Competition forcing
D&0 premiums down

LOS ANGELES-Premiums on

directors' and officers' liability
insurance policies are drifting
downward somewhat under the
pressure of fresh competition
while dollar limits are on an up-
ward climb, said Tom McHugh,
vp of Harbor Insurance, a subsid-
iary of Union America Corp.

A carrier that has been in D&0

coverage for eight years, Harbor
does not intend to lower its pre-
miums, he asserted, declining to
reveal specific figures on rates,
average deductibles or the num-
ber of D&0 policies underwritten.

He did say, however, that the
$5 to $10 million average limit on
D&0 policies found by the Wyatt
study is already moving upward.

HARBOR HAS never suffered

a major loss in its near decade of
D&0 coverage, he went on.

"I guess you can say we've
been lucky, at least we usually
seem to pick good risks," he ob-
served, adding that he himself is
an attorney.

Nevertheless, Mr. McHugh said
that the 22 % loss ratio figure
found by the Wyatt study is prob-
ably unrealistic "because many of
the insured who took part in the
study were not aware of their loss
reserves."

New companies have been try-
ing their skills at D&0 in the
recent past, he explained, which
is the reason why premiums are

ASSE calls

for safety
professionals

PARKRIDGE, IL.-The Ameri-
can Society of Safety Engineers
issued a statement to a number of

congressional committees explain-
ing their concern about the future
implementation of the Consumer
Product Safety Act.

The society is particularly
"concerned that in the past the

level of in-depth follow-up in-
vestigation (of accidents) has
been below what it should," ac-

cording to Michael Krikorian,
president of the ASSE. "The rea-
son for this, he said, is due to the
lack of qualified and properly
trained investigators."

To assure complete and equita-
ble application of the Consumer
Product Safety Act we must use
professional knowledge and cap-

ability to reduce accidents in the
development of safe products,
Mr. Krikorian said.

"THE CONSUMER Product

Safety Commission has only. a
handfull of professionals with
prior experience in the prof-
essional safety field," Mr. Kriko-
rian pointed out.

The current product hazard
notification guidelines and prac-

tices need better definitions, he
added. The terminology is vague
and subject to several interpreta-
tions when indicating a product
contains a serious defect that

could create a substantial product
hazard, Mr. Krikorian pointed out.

The fastest way to improve
product safety is by "convincing
producers of consumer products
that their product design systems
should take into account safety
requirements." There is a need
for indentifiable programs and
employes qualified in product
safety and they should be on a
high enough level to be included
in the decision making process,
Mr. Krikorian said. •

on a downward drift.

Mr. McHugh made no secret of
the fact that he is less than op-
timistic about the ability of com-
panies not cognizant with D&0 to
succeed in what he describes as a

highly demanding specialized field.
Unlike other observers who

contend that layering is on an in-
crease in D&0 coverage, Mr.
McHugh maintained it is not. The
capacity problem which plagued
the industry two years ago has
abated, he said, leaving only sub-
standard risks as a reason for

policies with participation in the
excess layers.

Harbor Insurance writes D&0

on a nation-wide basis. As its cus-

tomers, he counts banks, savings
and loans and conglomerates. •
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Risk management.
James never leaves your
company in the dark.
First things first. James
has j ust one goa I in mind
for each of the thousands

of corporate clients we
serve. That goal is effective
risk management.

Not insurance.

Because insurance, with

all its strengths, is one
tool-one meanstothe

management of risk. And
we use it that way.
Where it fits.

James uses all the other

tools, too. Deductibles.
Self-insurance. Non-

insurance. Loss prevention.
Safety engineering.
More. All to make

a company's risk manage-
ment more effective than it

James

1775 Broadway
New York, N.Y. 10019

Tel (212) 977-7530

waslastyear-orlastweek.

You may be a full-time
risk manager. Oryou may
carry this responsibility,
among others, for your
company. Either way,
you're likelyto find working
with the James' profes-

sionals a refreshing and
rewarding experience.

First, because we get

to know your risk in depth.
And in a hurry.

Second, because we aim

at building effective risk

management, not insur-

ance premiums.

Sound good to you?
Ask us how James can

bring your company more
effective risk management.

Risk Management
Fred. S. James & Co., Inc.
Insurance Brokers and Consultants since 1858

Atlanta · Boise · Boston · Chicago · Dallas · Detroit · Fort Lauderdale · Fresno · Harrisburg · Hartford · Jersey City
Laguna Beach · Little Rock · Los Angeles · New York · Newark · Oklahoma City · Philadelphia · Pittsburgh · Portland
Rochester, N.Y. · Salt Lake City · San Francisco · Seattle · Spokane · Tucson · Tulsa · Washington, D.C.

Worldwide Services in 16 Nations Through 28 Branch Offices.
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editorial opinions

How to eliminate your own job
J NA MOVE THAT SEEMS to us to be penny wise and
1. pound foolish, Jonathan Logan Inc., the largest domestic
producer of women's apparel, has disbanded its risk man-
agement department.

As reported in the last issue of Business Insurance, the
company has released its corporate risk manager Bruce
Ebert, and put the business of administering the risk man-
agement of employe benefit programs in the hands of a
broker and a consultant.

The irony of the situation is that Mr. Ebert may have
been practically responsible for eliminating his own job, for
earlier this year he had completed the task of revising
Jonathan Logan's insurance program. Another irony is
that as part of those revisions, Mr. Ebert negotiated most
of the insurance program though direct-writing carriers,
principally AIlendale Mutual Insurance Co. and Allstate
Insurance Co.

And now the ultimate responsibility for staying in touch
with the insurers and for the management of the risks
assumed has passed to a broker and consultant. They may
be well-qualified to do the job, of course, but there's no
escaping the fact that they're off the premises.

According to a spokesman in Jonathan Logan's controllers
office, the rational behind the move is this: "We don't plan
to make any changes in the insurance program for a while,
so we feel that the broker is capable of supervising our
account. We do not consider ourselves to be a heavily in-
surance based industry and since the whole program is set,

we don't feel we need an insurance department to ad-
minister it."

To our way of thinking this is an extremely shortsighted
approach to the subject of risk management. True, Jona-
than Logan's product liability exposure may be practically
nil, but risk management goes far beyond product liability
control. What about safety? What about property loss ex-
posures at the company's 300 locations? Logan has a $250
million blanket property policy and the fact that this cover-
age is placed with direct writers seems all the more rea-
son that there should be someone on the premises to com-
municate and stay in touch with those insurers. Too, it seems
to us that an estimated $1.5 million spent on premiums alone
justifies a person on the premises.

Logan has not confirmed it, but there's reason to believe
that the elimination of the risk management department
may have been motivated by economic reasons. The corn-
pany had expected sales of $400 million last year, but came
in about $40 million short of that.

Releasing a couple of salaried employes is the way to
take up some of the slack when sales goals fall short, of
course. but the insurance department? It is, we feel, a
pound foolish move that could one day come home to roost
on the bottom line at Jonathan Logan. We wonder, too, how
the company's insurers react to such a move. If this be a
corporate management's basic attitude toward loss pre-
vention and risk control how will those insurers react the

next time a policy comes up for renewal?

Nobody loves a risk manager
*F VER HAVE TROUBLE convincing your boss-r the
-Li financial vp or the president or the chairman of the board
-that the risk and insurance manager is really important to
the company ? If not, you're one of the few, because we cer-
tainly hear a lot of moaning and griping from the risk man-
agers we've talked to lately. It's a basic story: nobody loves
me.

If so, then why not make yourself known? We believe that
every risk and insurance manager and buyer should regularly
present detailed reports to his managers about the state of the
department, savings achieved, if any, losses incurred, if any,
new exposures, new insurance techniques, loss control and
safety methods, and on and on. If no one in the corporation
adequately recognizes the insurance or risk manager, it may
be because no one fully understands exactly what this staff
man does.

Waller Smith, risk manager for United Air Lines, is well-
recognized for his achievements. We're glad of it. Mr. Smith
recently received a high honor in his company when UAL's
chief executive officer presented Mr. Smith with The Presi-

dent's Award for the outstanding contributions of his depart-
ment.

Waller Smith is one man who makes regular reports to his
superiors about what he's up to. We understand, in fact, that
he is required to give an annual presentation to UAL's ex-

ecutive committee on the year's activities and achievements,
and yes, even failures. Mr. Smith puts on an extraordinary
presentation, we hear, complete with visual aids, flip charts
and other helpful touches that would do a marketing man
proud.

He's not the only one. We've also heard of one insurance
manager who produces a movie every year to tell his risk
management department's story. And it's quite a deal.

H. Felix Kloman of Risk Planning Group was telling us the
other day of a company he heard about that now requires a
weekly newsletter from the risk and insurance department.
It only has to be a one-page memo, and includes news of
losses, hazards, safety and loss control procedures set up,
policy negotiations and renewals, and mentions of any occur-
ranee of "materiality" which might affect the firm.

Something like this accomplishes two things. It lets every-
body up the ladder know just how important the departments
related to insurance are, preferably in terms of actual dollars
and cents. And since outside scrutiny of corporate disclosures
of "material" facts is likely to increase in the future, it tells
management what it needs to know for purposes of disclosure.

We applaud this approach to management. And we think
more of this activity would cure a common problem: lack of
recognition. Don't wait for the request, offer the information.
See what happens.
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This Column is a readers for-

um. Letters are welcome. Address

Letters to the Editor, Business In-
surance, 708 Third Ave., New
York, N.Y. 10017.

Broker & insured con't.
To the Editor: I have been fol-

lowing with some amusement the
apparent deluge of letters to you
from brokers and from their as-

sociations regarding Warren, Mc-
veigh, Griffin and Huntington's ar-
ticle "Does a broker really repre-

sent the insured? Not usually."
Brokers should represent the

insured: however, we agree that
they usually do not. Relevant to
this issue is the basic point in-
cluded in the model NAIC licen-

sing law disputed by Warren,
MeVeigh, but supported by the
NAIB and other producer re-
spondents.... that is, that the
agent represents the insurer, but
the broker represents the in-
sured. Even the world's largest
broker feels that there is no dif-

ference in the functions of agents
and brokers.

A local taxation case in Cali-

fornia is a good example. The
testimony of Jay Lloyd, a vp of
Marsh & MeLennan's divisional

marketing operations included a
statement that "... all of the

monetary functions performed by
plaintiff (Marsh & MeLennan) in
transacting insurance business
are identical regardless of wheth-
er there is on file a notice of ap-
pointment under Section 1704 of
the Insurance Code ..." (as
agent). "Under one broker's

agreement ( with Apalachian In-
surance Co.) plaintiff has written
authority to bind coverage to an
insured". The key point in Marsh
& MeLennan's case was that

there is no difference in the func-

tions of agents and brokers.
Neither this basic issue, nor

any of the other supporting rea-
sons outlined in the original arti-
cle, have been directly discussed
by any of the producer responses.

Edgar S. Clark

VP, Risk Planning Group Inc.,
San Francisco, Ca.

Arab pressure?
To the Editor: On page 25 of

the March 4, 1974, International
Issue of Business Insurance you
had a very interesting report on
the pressure being put on inter-
national carriers by the Arab na-
tions to stay away from Israeli
risks. In your article you state
that Israel requires that cargo
coverage on both imports and ex-
ports must be purchased in Israel.

As a major underwriter of
ocean cargo insurance, we try to
keep our policyholders informed
on legislation by various countries
that restrict their freedom to place
the coverage with INA. Sometime

Continued on page 20
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IT'S GOING 
TO 9 TAKE
A LOT OF INSURANCE
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TO HELP ** . SOLVE
...THE * WORLDS ,-

ENERGY CRISIS.
55*§E]**S Everyday now, new searches are beginning for new

sources of energy.
And that means new risks.

For producers and processors and services, including
utilities, in every corner of the world.

That's why so many of these companies are turning Ii' i=
to American International Underwriters-a company -
they can depend on in morethan 130 countries. --'Ill

For example, since the very beginning of interna- e////Rd /4

tional oil exploration, 40 years ago, AIU has been provid-
ing coverage on refineries, pipelines, and tankers. Storage facilities,
liquefaction facilities, and oil drilling rigs-both onshore and offshore.

And for a// types of energy risks, we can promise
you this: Whereverthe search leads, chances are that
AIU is there. With staff engineers. With claims people,

1,. - ..,J'*4, ready to move quickly and helpfullywhenever needed.
2Zw.*NUC.. And with the kind of experience that assures you
of thetailored program you want to fit your specific needs-and local
requirements.

It'sthe same kind of expertise-and long, intensive association with
insurance problems-that have enabled us to serve a vast and growing

number of other fields, too, outside of Energy. 
For more information, just mail the -Id-:

coupon. ip/11,1 *5;
We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place business with AIU.

r

1

------------------

American International

Underwriters Corporation
Dept. 81054,102 Maiden Lane,

New York, N.Y. 10005

0 Please send me more information about your
property and casualty coverages for energy
and utility companies.

0 My company operates in the field.

Please send me information about your ser-
vice capabilities in this area.

Name

Company

Title

Address

(Please Pr nt)

City

StatA 7ip

-------------------

/F' A Member Company of
American International Group

1
1

1

1

1
1
1
1
1
1

1
1
1
1
1
1

1

1
1
1
1

-1
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letters
Continued from page 18
ago, we were forwarded corres-
pondence by one of our policy-
holders from an Israeli bank which

indicated generally that there were
some restrictions. However, we
were never able to get anything
more definitive.

We would appreciate knowing
the source of your information
and if you should have a copy of

any specific regulation, could we
have one also?

H. 0. White

Manager-administration, ma-
rine & aviation department,
Insurance Co. of North Amer-

ica, Philadelphia, Pa.

Editor's note, We are not trying
to be coy in quoting James Mich-
ener when we say that for ques-
tions about Israel, one must go to

the original source. In this case the
best answers you could find for
cargo coverage questions u,ould
come from Israel's own Ministry of
Finance. A con,slate or the em-

bassv in Washington will be happy
to tell you who would be best to
taik to about specific questions.

Certain of oUT sources for the
storl/ asked to remain anonymous,
so toe are unable to provide you
with other names.

German benefits

To the Editor: I received a

copy of your article "Employers
become legally liable for pension
promise under German law," and
ask you to correct a few ·points in
your next issue.

Our Social Security system was

introduced in steps:
• 1883 Sickness Insurance.

• 1884 Workmen's Compensa-
tion.

• 1889 Annuity Insurance (dis-
ability, old age, death).

This was initiated by Chancellor
Bismarck by a paper he wrote in
1881, the "Kaiserliche Botschaft."

I cited working children to il-
lustrate the situation in those

days but these funds and associa-
tions that were introduced at that

time provided financial aid to all
dependent workers of a company
or industry.

It is not correct that most ben-

efit plans in Germany are admin-
istered through life insurance
companies. Most benefit plans
are funded by book reserves. If

you distinguish between German
and foreign-controlled companies,
you will find that the latter are us-
ing insurance companies as the

carrier of their benefit programs to
a rnuch greater extent, because
they are used to separating means
from the company from their home
country where they could not oth-
erwise get tax relief as in the U.S.

It is true that direct insurance

is an ideal method of funding, es-
pecially for supplementary plans,

#. It

Chubb/International
Our International Division can arrange policies in over

100 countries and territories, and in a multitude of languages.
And with 38 offices throughout the U.S. and Canada, wecan

offer you professional help in servicing your foreign accounts.
Chubb is oneof the country's top writersof international insurance.

Nobody makes international insurance easier.

but changes of tax provisions
under the new law will alter this

considerably. Further, we talked
about a method of integrating

Social Security that we favor, be-
cause it has and will prove to be
most practical: to divide a benefit

plan into two sections, first a
basic plan covering earnings up
to the Social Security ceiling, and
second a supplementary plan
covering earnings in excess of the
ceiling. This is the supplementary
plan I had in mind, because pro-

viding this through direct insur-
ance has been of particular advan-
tage for higher-paid employes
taking all factors into account.

Usually, a benefit plan in Ger-
many covers all employes and

there are, in most cases, no sepa-
rate schemes for workers and

salaried employes. Therefore, it
is not correct to state· that the

percentage of persons covered
depends on the size of the compa-

ny. I merely said that the ques-
tion whether employes may expect

¥ 4,

I
CHUBB/PACIFIC INDEMNITY GROUP
Subsidiaries of The Chubb Corporation, 100 William St., New Ycrk, N,Y. 10038
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CHUBS Aviation insurance through Associated Aviation Underwriters.
Incemnity Group + The Colonial Life Insurance Company of America + United Life and Accident Insurance Company

benefits or not from their company
can be related to the size of the

company measured by the number
of persons, approx. 70 % to 80 % of
all employes working in such firms
may expect company benefits.
However, if you look at one of the
companies that got an employe
benefit plan, all employes will be
covered unless a few are exclud-

ed because they cannot fulfill the
eligibility requirements anymore.

The Social Security ceiling is
regularly raised January 1. At
the time I met with your report-
er, in December, the ceiling was
DM 27,600. As of January 1, 1974,
it is DM 30,000.

The ceiling for compulsory
coverage under health insurance
is 75 % of the ceiling for the an-
nuity scheme.

1973: DM 20,700; 1974: DM 22,-
500 (also revised January 1).

Companies are also required to
pay half the contribution for em-
ployes not subject to compulsory
insurance up to a maximum of
50% of the maximum contriu-

tion charged for employes subj ect
to compulsory insurance.

Salary continuation for the first
six weeks of illness (not only in

case of hospitalization) has been
provided by law for salaried em-
ployes for many years, whereas
workers received sickness Pay
through the legal fund. A few years
ago, this was also switched over to
the companies so that they now
have to also pay for workers dur-
ing the first six weeks.

Continued payment of salaries
by the "Krankenkassen" after
the first six weeks is limited. The

maximum covered pay is equal to
the ceiling for sickness insurance.

The Savings Act does not nec-
essarily require the employe to
pay half the total savings. If a
company does not pay anything,
the employe may save from his
earnings up to DM 624 p.a. If the
unions have negotiated a compa-
ny contribution of, for example,
DM 312 (already usual in most
industries), the employe can save
an additional DM 312, but he is
not obliged to do so.

As far as workmen's compen-
sation is concerned, the ceilings
up to which salaries are recog-
nized, are different depending on
the "scheme" of industry. There-
fore, please be cautious in
quoting amounts.

Klaus D. Herbertz

Jauch & Hubener, Mulheim/
Ruhr, Germany

Car safety
study may
lower rates

DETROIT-The federal gov-
ernment expects to release by the
end of 1975 information that will

allow consumers to compare dam-
ageability, crashworthiness and
safety and repair features of new

cars, the U.S. Transportation de-
partment announced.

"The availability of all this
comparative information to con-
sumers will provide a competi-
tive stimulus for manufacturers

to produce cars that are more
resistant to damage, safer for oc-
cupants and easier to repair. It is
reasonable to expect that such

vehicle improvements should

naturally have a significant im-
pact on insurance rates," said Ed-
ward J. Lievens Jr., director of
the title II task force of the

Transportation department.
The task force, set up for the

purpose of conducting a consurn-
er information study, plans to
collect data from the insurance

industry, automakers, repairs
shops, diagnostic centers and
auto clubs. •



INA casualty losses
maior factor in bad year

PHILADELPHIA-INA Corp.
said it had satisfactory property
insurance results last year, al-
though casualty business was "not
satisfactory," and pushed losses
for INA's commercial insurance
operation to $6.1 million for the
year.

The marine and aviation de-
partment had one of its best
years ever, despite commercial
aviation losses from terrorist ac-
tivities, and non-commercial

aviation rate competition. Marine
insurance was good, INA said.

INA's international insurance
- business increased 20%, but the

company reported heavy losses in
its group accident insurance divi-
sion after a series of airplane
crashes.

INA NOTED in its annual re-
port that it reorganized its na-
tional accounts division, which
will be expanded beyond under-
writing into other aspects of risk
transfer and risk management

· services.

' INA's many service divisions
were also consolidated into the
international service organiza-
tion, to provide a full range of
administrative services only.
Revenues from the service corn-

CNA change
follows poor
year in 73

CHICAGO-CNA Financial
Corp. said that 1973 was general-
ly a very poor year for its insur-
ance business, with losses recorded
in general casualty, liability-prop-
erty-surety, and health insurance
lines.

"Premium increases are being
implemented to counter the ex-
ceptionally rapid rise in claim
levels, and underwriting standards
for accepting commercial business
have been tightened," CNA de-
clared.

"Further, management is care-
fully assessing all casualty lines
with the intention of eliminating
or de-emphasizing those that
continue to operate at a loss or
that display little potential for
profitability," the firm added in
its annual report.

CNA HAS ALREADY begun
phasing out payroll deduction
personal coverage, marketed pri-
marily to motorists and a steady
loser the report said. "Instead we
are concentrating on group auto
insurance, which we believe has
attractive potential."

Major factors in the bad casu-
alty year were bigger claims and
higher frequency of claims, CNA
said, which resulted in a $51.3
million underwriting loss. A
sharp claim rise took place in
commercial liability, retrospec-
tive and health lines. CNA said it
had an unusually large number
of claims over $150,000.

"The general public is tending
toward litigation rather than out-
of-court settlement," the report
nbted.

Health insurance lines were

unprofitable because of a contin-
ued trend toward prolonged dis-
abilities.

CNA also suffered from a $4.1
million extraordinary loss in its
Larwin Group division, from a
slump in land values resulting
from newly-enacted environmental
legislation and flood damage; the
annual report disclosed. I

panies were ahead 40 % last year.
The insurance services division
acquired new accounts in petro-
leum, food, travel, transportation
and insurance industries, INA
claimed.

INA noted that the Insurance
Co. of North American "insures
more of the country's top 1,000
industrial corporations than any
other American company," and
"was the first major carrier to
refuse to write liability policies
on companies which continue to
pollute deliberately as part of
their manufacturing process."

INA said it offered for the first
tirne last year a group prepaid
legal services policy, in conjunc-
tion with a major bar association,
through payroll deduction. •

-1 .,j
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PRODUCT LIABILITY
That's the subject of the next RISK MANAGEMENT REPORT to be issued in May. Edited by H. FelixKloman and published by Business insurance, RISK MANAGEMENT RE 'ORTS are published 6 times ayear at the low annual rate of $60, which includes an attractive and practical binder which holds severalyears of the report. RMR are practical working tools for the risk manager and well worth the low rate.You may start with either the March (Vol. No. 2, The Care and Feeding of Agents and Brokers) or May(Vol. No. 3, Product Liability) issue. Sorry, Vol. No. 1 is out of print.

For your satisfaction guaranteed subscription fill in this coupon
and mail to:

RISK MANAGEMENT REPORTS
c/o Business Insurance

740 Rush Street • Chicago, Illinois 60611
Please send me the RISK MANAGEMENT REPORT starting with Vol. Nc. 2 0 No. 3 E and bill me $60with my first issue.
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Your complete prescription
drug program can be as

simple as this
A

SERVICE

CORPORATION PRESCRIPTION 
SINCI'l

PROGRAM

0000000 12345 6789
JOHN DOE

DEPENDENTS C Ig
EXPIRES VOID

Your organization may
be one of the many now con-
sidering a prescription drug
benefit plan. It's well worth
considering. A prescription
drug program requires a rela-
tively small premium while
providing employees with a
frequently-used (and appre-
ciated!) benefit. PAID Pre-
scriptions can provide you
with important information
about these programs to help
you make your decision...
and implement a program
tailored to ·your needs if you
decide to do so.

PAID Prescriptions spe-
cializes in the administration
of prescription drug benefit
programs. We've been in this
business since 1964 and have
helped to pioneer such major
advancements as computer-
ized claim forms, variable

PAIP PLAN PLAN O
CASH PAYMENT PER PRESCRIPTION,- $ £2

copay to control utilization,
- automated drug utilization

review, plastic identification
cards, among others. Cur-
rently, PAID Prescriptions
administers programs cover-
ing over 2,000,000 people
through a network of almost
30,000 participating phar-
macies in the United States
and Puerto Rico. Our clients
include state agencies, insur-
ance companies, labor unions,
school districts, professional
associations, and medical
foundations.

We know a great deal
about all aspects of adminis-
tering prescription drug pro-
grams... how to achieve
5ubstantial cost savings...
how to control program costs
... how to monitor perform-
ance and maintain program
efficiency through meaningful

management reports. We
would like to put our knowl-
edge and experience to work
for you.

For more information
about how PAID Prescrip-
tions can help you with your
pr6scription benefit program,
please write: Prescription
Plan Information Center,
PAID Prescriptions, 875
Mahler Road, Burlingame,
California 94010.

PAID -/ c -
NONPROFIT ...PORATIO.

PRESCRIPTIONS
Other offices in San Bernardino, CA:
Raleigh, NC; Chicago, lL; Seattle, WA;
Clifton, NJ;
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members has been most encour- to be able to Join this historic in-

I london line aging, and U S membership in stitution This can be laid in dol-
particular is increasing lar funds which can remain in

"Many of our U S members their own possession, but they
are insurance people who have also have to make a specific sup-
placed business at Lloyd's for plementary deposit related to the
many years Others come from premium business they hope to

Lloyds 8,000 members include business and commerce Each write For example, a $3,600 de-
member Joins a syndicate or syn- posit will enable a member to
dicates and takes his share in the underwrite up to a premium limit
fortunes of that group of $120,000 annually, geared to his

more than 200 American names "He accepts unlimited liability syndicate's needs
for his share of the losses The Busmess Insurance has esti-
syndicates specialize m either mated that the U.S membership,

LONDON-More than 200 mem- But it seems that most of the "Lloyd's is an international m- marine, non-marine, aviation or which includes 16 women, can
bers of Lloyd's now come from the U S names at Lloyd's are rightly surance market and I have al- auto U S members can thus take responsibility for at least
U S This membership has been engaged in the insurance market ways felt that our membership bhoose which, or how many classes $25 million premium income at
growing rapidly in the last four already m one way or another, should be international as well. A of business, they wish to write " Lloyd's, and probably much more
years, apparently as a result of a either because of corporate inter- great deal of our premium in- Currently Lloyd's has nearly as their share rises When set
Lloyd's survey emphasizing the ests, or since they have direct un- come comes from the insurance 8,000 members, of whom no more against its global income of $2
value of allow ing overseas "names" derwriting links of American risks, so we natu- than 300 are from outside the billion, this is small but helps to
to Join from outside Bmtain Because its work lS global, rally welcome US citizens It UK,so that clearly the US pre- foster international links and

This vital element represents a Lloyd's has welcomed this en- seems only right that Americans dominates in overseas represen- adds capacity to the market
wide range of interests, including couraging influx of new mem- who have the necessary capital tation

* * *

individual members with re- bers, and wants more to Join m should have the chance to share Those members from overseas, NEW BOMB ATTACKS insources of private wealth to whom the future if they wish. in the risk-taking and the profits Including the US, have to make
Northern Ireland have led tothe chance of potential profits is a Paul Dixey, Lloyd's chairman, "Response to our arrangements a so-called .show of means, cur-

natural incentive for investment explained to Business Insurance for the admission of foreign rently to the extent of $240,000, greater security measures, but the
insurance community is largely un-
affected, as the British government
has already arranged to pay for any
damage done to property

The system also operates in
,kid England, where there were spo-

radio acts of terrorism in some
city centers including London,
fortunately without extensive
property losses

Scotland Yard lS keeping a
watchful eye on the problem,
since there are always ingenious
ways to hide arms, weapons, and

/*5 ./ 1%'' explosives
tj 1 11

Businessmen are being asked
to co-operate with the authori-

ft.ers -*E In 1965 Hurr cane Betsy left a Lialze oi d€uastation estimated at more ties, so that in most cases there
has been no loss of lives except inf -3 than $715mllon ituasoneof theziorst Lndstorms tnUS history
Northern Ireland where the posi-

-- tion is always grave
- - -2 =65='6

Merlyn Rees, government sec-
TEES»es- retary of state of Northern Ire-
-*S-U land, told Parliament "Members

,-, =Jitivih
- of the community must help to

-- ---44
deal with bomb threats If busi-

ness and commercial premises are
to be put at risk by fire-bombers,
those responsible for the premises
must do everything possible to pro-
tect their property "

iE Advice on how to protect prop-
Y---

erty will be given by Scotland
rth -

Yard, which has already been/

put on the alert to security needs
--

 __r_-f f   The insurance position is that
--------

-
-- basically the government pays, but

insurance companies are checking
=5

1 the situation so that they are not
' 48",4 exposed to unrealistic risks

1,
....

4Jl.1 111 1 . CAPTIVE INSURANCE com-
-

panies have an excellent future lf
S -5- they are knowledgeably and sen-

'tf  L / ; 1 249 'fs»'.* sibly handled, David Palmer, dep-
uty chairman of Lloyd s brokers,
Willis Faber and Dumas told the

U K s Chartered Insurance Insti-
45 tute

52

But he warned. "When an as-

.. PU,IMA sured embar ks on a captive pro-

4 1*
= f

gram there are pitfalls Tax

$9,
advantages can evaporate and*

administrative aspects of running
9 1- + * it can be underestunated The vol-

1,m*:SK#,1*554&1 * 1," atihty of the excess loss reinsur-

·i"'e ,i,t)111*5*1** -- ance market has also to be takenIVA - into account
',15

"The professional reinsurer s
attitude to costing, particularly in

1 WAN***rirks,v, *&.4/
111'lili lilli 1 ''11 1 '1%\1,1,\Ivr\/r-141 911'lilli 111, excess loss, is very different from

4£,iz'i,s-s-- 4,8&9'473'» e
that of primary insurers After a
catastrophe--and that's what in-
surance for a big corporation is

Extraordinary events call for extraordinary people. all about-rates at the catastro-

phe level can easily treble orThe value of reinsurance is measured by In any event, call the professionals at
quadruple, whereas at the prl-

its ability to provide long range protection on General Re You'll find them in New York,
mary level an increase of 20 to

a day-to-day basis Even when a day Atlanta, Chicago, Dallas, Hartford, 50% is regarded as severe
brings disaster Los Angeles, San Francisco, Montreal, Insurance by a captive encour-

Toronto and London ages better loss prevention and

ir GENERAL REINSURANCE risk management techmques, he
pointed out, and loss settlements

Americah leading professional reinsurer might be lower as well, with bet-
ter recognition for good records ItHome Office 400 Park Avenue, New York, N Y 10022

Head Office m Canada 44 King Street West, Toronto
was natural for the insurance es-

tablishment to take a defensive at-

titude towards the captive concept,
because it was conservative when

the prime responsibility was se-
curity



California legislation to
raise regulator's budget

SACRAMENTO-The annual

budget of the California depart-
ment of insurance, headed by
Gleeson L. Payne, would be in-
creased by $189,000 under legis-
lation introduced here by state
senator Randolph Collier and as-
semblyman Willie L. Brown.

The increased appropriation, if
adopted by the legislature and
approved . by Governor Ronald
Reagan, would provide for 12
new positions in the state insur-

ance department, including an
additional rate analyst and four
new jobs in company information
and analysis divisions.

An additional five positions
would be provided in the insur-
ance department's division of
consumer affairs.

THE TWO BILLS also would

provide $20,000 for continued
participation by California in the
crime insurance program and

$200,000 to secure reinsurance
under the U.S. riot and civil dis-

order program.
The $20,000 budget allocation

reflects an apparent disagree-
ment between senator Collier and

assemblyman Brown with a re-

cent recommendation by legisla-
tive analyst Alan Post that Cali-
fornia withdraw from its contract

with the Crime Insurance Pool.

Mr. Post recommended that the

state initiate participation in the
U.S. crime insurance program, on
the basis that urban centers "re-

Old Line

assessment

law upheld
OLYMPIA-The Washington

state supreme court unanimously

upheld the constitutionality of a
law providing assessments on ex-
isting life insurance companies to
pay claims against Federal Old
Line Insurance Co. which is in

reeeivership.
The high court ruling upheld a

March 1973, decision by Thurston

county superior court judge He-
witt Henry in Olympia.

The law, challenged unsuccess-
fully by nine major out-of-
state insurance companies, was
prompted by the financial dif-
ficulties of Federal Old Line.

Under the act, all insurance

companies doing business within
the state are assessed to set up a
fund intended to assure the con-

tinued performance of insurance
obligations of companies becom-
ing insolvent.

Karl V. Herrmann, state insur-

ance commissioner, termed the
high court ruling "the greatest
news I've ever had." He has long
contended that insurance policy-
holders should have the same

protection offered persons who
deposit money in banks.

He said claims against the Fed-
eral Old Line could total as much

as $6,000,000, although the final
figure isn't yet available.

The high court opinion, written
by Justice Robert Utter, said the
guaranty law is reasonable, rests
on a rational base and does not
violate the equal protection
clauses of the state and federal
constitutions.

The companies which chal-
lenged the law included Aetna Life
& Casualty, John Hancock Life,
Mutual Life of New York, North-
western Mutual Life, Occidental
Life, Pacific Mutual Life, Metro-
politan Life and New York Life. •

quire a guarantee that crime in-
surance be available at affordable

rates, such as the federal program
provides."

Mr. Post has contended that

residential policies written under
the federal progrann provide
greater coverage at lower cost
than similar policies written by
California's crime insurance pro-
gram.

California lost its eligibility to
participate in the federal pro-.
gram in which 13 states are now
involved after the legislature es-
tablished a state crime insurance

pool. To permit a re-entry into
the federal program, Mr. Post is
urging the legislature to repeal
the state law creating the Cali-
fornia crirne pool. •
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MERICAN COVERAGE

CORPORATION

CORPORATE INSURANCE SPECIALISTS

185 GREAT NECK ROAD, GREAT NECK, N.Y. 11022 (516) 487-3800

PS fur PS.==
and a better

safety/health progra-
Corporate safety managers know that basic requisites for an

effective safety/health program include top management
support, safety/health surveys, loss control programs, thorough
and continuing reviews, and excellent statistical reporting.

At RBH wethink you need even more-like PS for PS ...
Personal Service for Professional Satety/ Health programs.

PS means:

• A continuing consulting service with atelephone hot-line for
handling urgent questions...

• Our direct review with OSHA on specific safety/health
problems in a third-party capacity...

• Immediatevisitsto plantstosolve crucial problems...

• Rapid in-plant testing of health conditions, with laboratory
analysiswhen required...,

• Establishing cost-effective health screening programs for all
employees...

• Conducting safety training and industrial hygiene courses...

• Helping to design and implementstatistical information
systems, including OSHA reporting, to provide a basis for
controlling losses involving injuryto employees or members
of the public, whetherinsured with acarrierorstate fund
orself-insured.

In short, the experienced professionals in RBH's Safety/
Health Department provide immediate, practical solutionsto
client problems.

Rollins Burdick Hunter

Growing in service

ROLUNIS
BURDICK
HUNTER
CO.

Multinational Insurance Brokers

10 South Riverside Plaza, Chicago, Illinois 60606 (3121 454- 1400
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Aircraft fire prevention is technological dilemma
By STEPHEN GOOD

BOSTON-At Logan Interna-
tional Airport last month, the fu-
selage of an empty TWA jumbo
jet caught fire. It burned so
fiercely the aircraft's metal roof
melted. Firefighters tried saving
the $22 million jet by dousing it
with foam, but flames gutted the
entire hull.

Fifteen months earlier, on a
toggy night at Chicago's O'Hare
International Airport, a North
Central Airlines DC9 collided on

take-off with a taxiing Delta
flight. Ten persons on the North
Central plane died. Investigators
discovered that most of them sur-

vived the DC9's crash, but per-
ished in the ensuing fire. Autopsies
later found traces of hydrogen
cyanide in their bodies.

Meanwhile the Federal Avia-

tion Administration (FAA) claims
"a fantastic effort" has been made
to control fire hazards in commer-

cial aircraft. The agency passed
regulations requiring the use of
flame-retardant materials in pas-
senger cabins. And the feasibility
of fire extinguishing systems was
tested.

BUT AIRCRAFT still turn into
winged infernos . ravaged by
flame, smoke and toxic fumes.
Why? Can the risks of fire and
passenger death be eliminated?

"It's a stinky problem and it's
far from a solution," said Jim
Danaher, chief of the human fae-
tors branch in the National Trans-

portation Safety Board (NTSB)
technical division.

"Passenger cabin materials are
not supposed to support combus-
tion according to federal aviation
regulations. But it's been said
that a candy wrapper can pass
the standards.

"We believe the standards are

not adequate and we have passed
this on to the FAA."

Reducing fire risks in commer-
cial air liners has forced the FAA

into a technological dilemma. As
one agency official complained,
"Material treated to be flame-

retardant gives off smoke. The
smoke hinders escape and pro-
duces gasses like carbon monox-
ide and hydrogen cyanide.

"It's not just a simple matter,"
he added, for anyone trying to
eliminate the smoke as well as
the fire.

"SINCE THE 1950'S there's

been an effort to improve the air-
craft interior's flammability as-
pects," noted Dick Johnson, an
FAA aerospace engineer. "No
question about it, there's an all-
around industrial effort in this

area. And the jumbo jets are rep-
resentative of the latest materials

in use."

The FAA has made two at-

tempts at legislating fire preven-
tion into aircraft design, Mr.
Johnson said. Amendments to the

transport category airworthiness
rules in 1967 and 1972 "require
materials to be self-extinguish-
ing."

"We have a six to eight inch

burn length requirement. The
fire has to go out in 30 seconds.

"But you cook anything up to
2-3,000 degrees and it'11 burn."
The only way to insure that a
plane's interior never catches
fire, he added, would be to have
an all-metal airplane.

A spokesman for Boeing Corp.
explained that a plastic called
"Nomex" is used throughout
many commercial aircraft built
today. In sheet form it can line
the fuselage's inner walls. And
the plastic can be woven into a
fabric as well.

"In carpets and seat covers
they're using more and more wool

because it's very hard to burn," 1

the spokesman said. The wool is
treated with chemicals to retard
flames.

But wool is a deadly culprit in
the passenger cabin when fire
breaks out. Marion Roscoe, depu-
ty director of the NTSB, noted
that "the producer of cyanide gas
can be anything from hair to
woolen materials." All natural fi-

bers, because they are hydrocar-
bons, can produce toxic furnes
when burned,

Mr. Danaher said "there are all

kinds of flammable objects in the
aircraft. Clothing, and luggage
could produce toxic gasses too."

"PROJECTS AIMING toward

further regulation amendments
for the reduction of toxicity and
flammability are underway," he
added. "But it's been said you

can't legislate this problem away."

4--

t

Nine died aboard this burred-w: Norit Central iet in late 1972 at Chicagos OHare Field.

What about sprinklers?

"There's probably sorr.e feasi-
bility involved in sprinklers, but
there are so many other consider-
ations it's not a yes-no answer,"
explained Chester W. Schirmer
of the Schirmer Engineering Com

in Niles, Il.

"It gets complicated," he said,
F_rst, the weight of the water in
a conventional system would

probably prohibit its use. The
hull's division into a cargo and
passenger section presents anoth-

4.

f

0

Wide World

er problem. Each area would
need its own sprinkler system.

"It's conceivable you could get
into a halon system," Mr. Schir-
mer noted. "The halon would ex-

tinguish a fire without water, and
Continued 612 page 25
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Being there when people need you, getting the job
done. That's what we've been known for since 1898.

Il you know our agents you know why.
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Continued from page 24
allow passengers to breathe at the
same time. But noise and air

drafts could never impede the
passengers' escape attempts or
the system would be self-defeat-
ing."

Boeing's spokesman said "there
have been sprinkler tests done on
this sort of thing. I think some
were done by the FAA several
years ago."

Mr. Johnson at the FAA ex-

plained that "all types of sprin-
kler systems have been discussed."
But none were ever considered

seriously.

"THE KEY TO the matter is

that (sprinklers) haven't really
been necessary," he said. "The
service history just hasn't shown
the need."

In recent years the FAA con-
centrated on quick passenger
exiting procedures, the Boeing
spokesman pointed out. So it has
leaned toward flame-retarding

instead of firefighting, hoping
enough time would be available
for simple evacuation of a burn-
ing plane.

"I think all the big new jets
are in pretty good shape this
way," the spokesman added.

"Our 747 has 10 double-width

doors. You can get all the people
off very quickly."

Before the FAA will approve a
commercial jet's design, a full
planeload of passengers in total
darkness must be able to escape
through one-half of the exits in
less than 90 seconds. Boeing has

successfully evacuated 500 people
representing all age groups from
a plane in 80 seconds, the spokes-
man said.

Meanwhile the FAA is consid-

ering another fire-retarding
measure. This one involves the

fuel supply. With a foam or hy-

drogen atmosphere system in fuel
tanks the danger of accidental
fires and explosions could be re-
duced. And the military has al-

ready tested this fuel-inerting
concept successfully.

"If the fuel tank was ruptured,
however, the system wouldn't do

much good," noted Boeing's
spokesman. He doubted the FAA
would ever require fuel-inerting
systems.

BUT THE Y might "possibly"
have saved the TWA jumbo jet in
Boston.

"The fire was apparently fed
by fuel from a gas turbine engine
in the tail. This little engine uses
fuel from the main tanks. Some-

one obviously didn't turn off the
fuel supply."

The FAA and design engineers

are searching for new ways to re-
duce fire and smoke risks in

commercial planes. But the prob-
lems offer no immediate solu-

tions. "There really are not a lot
of revolutionary changes in our
business," the Boeing spokesman

observed. "We have to go pains-
takingly " i
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Propose firesafety rule
to protect iet aircraft

WASHINGTON-The Federal

Aviation Administration (FAA)
proposed safety regulations that

would require all commercial jet
aircraft to carry fire and explo-
sion prevention equipment in their
fuel systems.

The safety equipment would
protect aircraft and passengers
from fire-explosion risks during
refueling operations, in-flight en-
gine disintegrations, lightning

strikes, and survivable crashes.

TWO SYSTEMS could be used

under the proposed regulations,
an FAA official noted. One is a

nitrogen gas inerting system that
automatically fills fuel tanks and
venting systems with a non-
flammable atmosphere during

Maryland Casualty Companies, Baltimore. Members of the American General Group (

The Maryland. People who get things done.

normal operations. The other sys-
tem uses fire-fighting foam that
would release whenever a fire

begins.

"We've been talking about this
for a long, long time," the FAA of-
ficial said. "This is the fruition of
these efforts."

The proposed rule would prob-
ably require jets already in ser-
vice to havb the equipment
installed within three years of
the final law's effective date. Jets

built shortly after the rule goes
into effect would have to comply
with the requirements within two
years.

The official said there were no

available estimates of how much

it would cost airline companies to
buy and install the equipment.

The public has until May 20 to
submit comments to the FAA,
but no public hearings are ex-
pected. The rule would probably
go into effect in late 1974, the of-
ficial said.

"I'M SURE we'll get plenty of
comments from the airlines," he
commented. "It's money out of
their pockets to fix these air-
craft." The official added that

about 1,800 passenger and trans-
port jets would be affected by the
rule, not counting those jets now
on the assembly line. And almost
none have the safety equipnnent
required by the proposal.

Waller Smith, risk manager for
United Air Lines, told Business
Insurance that the rule may still
undergo some changes before it is
written into law. The issue has

already been debated "for four or
five years," he said.

And the question of whether
the equipment would make the
jets safer is still subject to de-
bate. "What happens when you're
over the Rockies or someplace
and you end up by inerting your
fuel, making it non-combustible
when you don't want it to be?"
Mr. Waller asked. •

Charged with
selling free
insurance

SAN DIEGO, CA.-Greyhound
Bus Lines is accused of inducing
travelers in California to buy un-
needed insurance which by law
they are obliged to offer free.

A superior court suit asked that
a truth fund be set up into which
all such money collected by
Greyhound be placed.

Ken Roye, an attorney for the

San Diego Legal Aid Society,
which filed the suit, said "only
Greyhound knows how much"

money is involved but "it is a vast
sum."

In his suit Mr. Roye said Grey-
hound for two years led travelers
to believe that its liability for

baggage loss was limited to $50
and that any additional insurance
would have to be purchased from
the company. But this is true
only for interstate trips, which
are under federal jurisdiction,
the suit said.

Trips within California are
governed by a 1972 state law
which sets the bus line's baggage
liability at up to $250, Mr. Roye
said.

The premiums charged by
Greyhound have ranged from 25
cents for $50 worth of insurance
to $1 for $250 worth of insurance.
Mr. Roye said the excess money
should be refunded or rates could

te rolled back.
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County gets lower cost,
better covers with bids

BUFFALO, N.Y.-Erie County
shopped for an insurance pack-
age through competitive bidding
for the first time and found

"broader coverage and higher
liability limits" at an annual sav-
ing of about $7,534 a year.

That's what county finance
commissioner Vincent J. Muffo-

letto said in announcing the award
of insurance contracts to two in-

surance firms which will handle

the county's liability and automo-
bile insurance.

The municipal contracts, which

went into effect April 15 at a total
yearly cost of $195,123 were
awarded to:

• Utica Mutual Insurance Co.

represented by F. E. Seymour
Inc. for three-year contracts for
general liability and comprehen-
sive catastrophe liability insur-
ance at an annualized ,cost of

$152,404.
• U. S. Fidelity & Guaranty

Co. represented by Ryan & Cable
Inc., for a one-year automobile
collision and liability insurance

policy at a premium'of $42,719.

BOTH FIRMS submitted low

bids for the coverage when six
local agents entered proposals

for the insurance package. Mer-
chants Mutual Insurance Co.,

which carried the county's 1973

coverage, unsuccessfully bid

through two different firms.
Commissioner Muffoletto said

the insurance contracts do not

have to be approved by the coun-

ty legislature, which ordered the
bidding late last year.

"These insurance packages are
not really comparable to the cov-
erage the county carried last
year," Mr. Muffoletto said.

"We are now going to get
broader coverage and higher lia-
bility limits particularly in re-
gard to Meyer Memorial Hospital
operations and medical liability
costs."

A LARGE segment of the insur-
ance business here turned its

back on underwriting county
policies on a competitive bid basis.

Four of the largest insurance
companies in Buffalo declined to
submit bids on Erie County's gen-
eral liability insurance.

The four-Hartford Insurance

Co., Fireman's Fund Insurance
Co., Kemper Insurance Co., and
Insurance Co. of North America

(INA)-are all large, national
companies with sizable under-
writing offices in Buffalo.

Several other insurance under-

writers confirmed that they were
submitting partial bids, but would
not bid on the entire liability

package.
When the county's mandaton

insurance bidding law was passed
last fall, proponents argued that
the competition would be brisk
and heavy for the county insur-
ance.

Privately, county officials had
expressed hope to receive between

ten and 20 bids on the general lia-
bility policy.

"It looks like we'll be lucky to

get three good, complete bids on

the entire package," said Robert
D. Mason III, supervisor of insur-
ance in the Erie County finance
department, as bids were being
submitted.

THE POLICY WITH premiums
running over $200,000 a year, is
the largest to be bid since the
county charter amendment man-
dating formal competitive bidding
on insurance went into effect last
December.

The former policy included lia-
bility coverage for the country's
auto fleet of some 600 vehicles,
property damage, general liability
and malpractice insurance for
Meyer Memorial Hospital.

Spokesmen for the four com-
panies confirmed that they de-
clined to bid, and all gave similar
reasons.

"We would be interested in

, writing the county insurance but
not on a bid basis, because our
chances of writing it at a premi-
um that would be adequate are
just about nil," said Wayne Wat-
son, manager of the Fireman's
Fund Buffalo office. •

OUR OLD NUMBER'S GOT
A NEW RING TO IT.

And we think you'll like Ihe woy it sounds.
Self-insurance and Hewitt-

Coleman have come to be one in

the minds of a lot of people.
In fact, now we're the larg-

est independent Service Company
administering workmen's com-
pensation self-insurance pro-
grams. This came about through
listening to your needs, then
responding with knowhow and
performance.

Now we're repeating this
performance in Aggregate and
Specific Excess Workmen's Com-
pensation and Self-Insurer's
Bonds. And we're well on our

way for some very good reasons
Our sizeable volume is

one of these. And our excellent

loss ratios is another. With these,

we're able to attract the right mar-
kets and maintain a solid rapport
and open dialogue with them.

A sound excess program
from Hewitt-Coleman gives stop-
loss protection that does just what
it says ... and at the best obtain-

able rates.

But we can't tell you every-
thing in one ad. So jf you'd like '
to continue this conversation,

pick up the phone and call Jim
Cady collect.

He'll pick it up from there.

803 242 480

Call(803) 242-4350
YOUR DIRECT LINE 10 SAVINGS

HEWITT, COLEMAN & Associates, Inc.
Box 3665/Greenville, S.C. 29608

Aggregate and Specific Excess and Self Insurer's Bonds

Agents and Brokers Protected

New York/Atlanta/Detroit/Orlando/indianapolis/Richmond/Jackson, Miss.

10.

77 0 receive literature listed in Info for Buyers write
1 directly to the name and address accompanying each

item, mentioning that you saw the offering in Business
Insurance. Readers are welcome to submit items for

possible inclusion in the column. A sample of your
literature should be sent to Info for Buyers, Business

Insurance, 740 Rush St., Chicago, Il. 60611.

• The Home Insurance Co. has Elder, Norris Industries, Fire &
prepared a booklet Household In- Safety Division, P.O. Box 2750,
ventory for use by homeowners Newark, N.J. 07114.
and tenants. After a fire, it is fre-
quently difficult to remember ev- • The Gypsum Assn.'s Fire Re-
erything that was destroyed. A sistance manual has become the
complete inventory made in ad- first industry document listing
vance will assist to expedite fire-rated construction assern-

claim services in the event of blies to be referenced in the three
loss. For a free copy write the major model codes. This manual
company, Public Relations Dept., can be used across the United
59 Maiden Lane, New York, N.Y. States and lend uniformity to
10038. building codes. Copies are avail-

able, in bulk, at 85 cents each,
• Insurance Tips for Not-so-Big plus postage. Write the associa-
Businesses, released by Zurich- tion, 201 N. Wells St., Chicago, Il.
American Insurance Cos., offers 60606. #
suggestions that should lower
your premiums. The brochure • An 80-page catalog, including
explains why and how they care a 20-page OSHA reference see-
about your costs and safety too. tion,' has just been published by
For a copy write· Zurich-Ameri- Seton Name Plate Corp. The
can, 111 W. Jackson Blvd., Chica- four-color catalog illustrates and
go, Il. 60604. describes hundreds of accident

prevention signs and tags which
are offered to exactly meet• Security Services Inc. is offer-

ing PARIS. The acronym stands
for Perimeter Alarm Response
and Interior Supervision. It is be-
lieved to be a rather interesting
combination of central station

alarm and patrol service. For a
free copy write the company,
P.O. Box 123, Southfield, Mi.
48075.

. The Liabilities of Directors
and Officers: With Practical So-

lutions for Their Discharge by
Thomas F. Sheehan is now in its
second edition. The 75-page

paper seeks to explore 1) the
rights of directors and officers to
indemnification by the corpora-
tion, 2) the standard care which
a director or officer owes to the

corporation and other parties, 3)
the transfer of the corporation's
indemnification obligation to an
insurance carrier, and 4) the
state's interest in the transfer
through public policy considera-
tions. For price information write
Directors Press, 260 Little John
Court, Bartlett, Il. 60103.

• Small Businessman's Liability
is a brochure describing a small
business connnnercial unnbrella

coverage. This coverage is for
shopowners, light manufacturing
concerns and service operations.
The brochure is free to agents,
brokers and risk managers. Write
Dept. 12, American Home Group,
102 Maiden Lane, New York,
N.Y. 10005.

• Valuable information pertain-
ing to the fire extinguishing
mechanism of dry chemicals ap-
pears in the expanded appendix
of the 1973 edition of the Stan-

dard for Dry Chemical Extinguish-
ing Systems, now available from
the National Fire Protection Assn.
Copies are available for $1.25.
Write the NFPA Publications Ser-

vice Dept., 470 Atlantic Ave., Bos-
ton, Ma. 02110.

• Norris Industries Fire and

Safety Equipment Division has a
new catalogue of Interior Fire
Protection Equipment. The 12-
page brochure provides charts
and illustrations of hoses, extin-
guisher cabinets, valves and

other devices that will assist ar-
chitectural and engineering firms
choose insurance-compliance
equipment for new building
plans. For a free copy write R. C.

11 It.

- -- OSHA)51 4,SIGNS4#/ W.Imbl

OSHA requirements. A handy
sign selection guide is furnished
in chart form to help the reader
quickly identify and select the »
proper signs and tags to meet
OSHA obligations. For a free
copy write Seton, Dept. NR4,
New Haven, Ct. 06505.

• Kwasha Lipton Inc. has made
available Benefit Communica-

tions, a booklet describing the
company's approach to total ben-
efit communications. It includes
a definition of communication
objectives, program analysis and
design, media selection, produc-
tion, prograrn implementation
and follow-up. For a copy of the
booklet write Leonard Zimmer-

man, Kwasha Lipton Inc., 429
Sylvan Ave., Englewood Cliffs,
N.J. 07632.

• Product Safety Act has been
printed by Allstate Insurance Co.
It outlines major provisions of
the act, which became effective
Dec. 26, 1972. For a free copy
write Q. C. Anderson, Commercial
Loss Control Director, Allstate In-
surance Co, Allstate Plaza D-1,
Northbrook, Il. 60062.

• A brochure from Cardkey
Systems analyzes five different
levels of security in terms of the
types of access controls best suit-
ed for each level. Access controls

covered range from the simplest
mechanical type to sophisticated
electronic multiple access control
systems. For a free copy of the
brochure contact Cardkey Sys-
tems, 20339 Nordhoff St., Chats-
worth, Ca. 91311.



• A Comparative Analysis of
Automobile No-Fault Statutes

has been released by the General
Adj ustment Bureau in a newly
expanded and updated version.
The 24-page booklet presents
comparative data on no-fault
regulation in two formats. Add-
ed to the booklet's contents for the

first time is a section presenting
all the pertinent statutory elements
for each state on a single, two-page
format. Copies of the booklet may
be obtained from GAB, Manage-
ment Services, 123 William St.,
New York, N.Y. 10038.

• You can find out How To Tell
When Your Company Has Out-
grown Its Insurance Service by
reading Alexander & Alexander's
brochure which poses nine basic
questions for senior corporate ex-
ecutives of growing commercial
enterprises. Each question in the
40-page booklet is illustrated
with cartoons designed to reveal
problems potentially lethal to
any business. For a free COPY
write R. Scott Taylor, Alexander
& Alexander, 1185 Ave. of the
Americas, New York, N.Y. 10036.

• Western Drinking Fountain

has a 40-page catalog describing
Western Safety Equipment. The
catalog describes more than 150
eyewashes, deluge showers, and
eye/face wash units. There is a
complete section on accessories
and dimensional drawings are in-
cluded. For a free copy write
Western Drinking Fountain, P. M.
Lindley, Director of Advertising,
Box 47, Glen Riddle, Pa. 19037.

• The Aetna Life & Casualty
Co. has made available a kit con-

cerning the Occupational Safety
and Health Act entitled Obliga-
tion or Opportunity. The kit
includes an introductory booklet
pertaining to OSHA in general
along with three individual book-
lets: Sources of Information,
Premises Inspection Guide, and
How to Avoid Duplicate Record
Keeping on Workmen's Compen-
sation. The kit may be obtained by
writing William F. Madison, Com-
rnercial Lines Sales Division,

Aetna Life & Casualty, 151 Farm-
ington Ave., Hartford, Ct. 06115.

. Twin Sense is an illustrated

booklet published by Associated
Aviation Underwriters to encour-

age flying safety. It is the stated
obj ective of the booklet to point
out some limitations of twin-en

gine planes, and alert pilots so
they may better understand

them. For a free copy write R.
Miller, Associated Aviation Un-
derwriters, 90 John St., New
York, N.Y. 10038.

• The ABC's of Fire Protection

is an 842 by 25 inch fold-out chart

which supplies basic information
on choosing the correct portable
fire extinguisher for the various
classes of fires. For a free copy of
the brochure write Advertising
Manager, Walter Kidde & Co.
Inc., 675 Main St., Belleville, N.J.
07109.

• Protection for Your Computer
Systems details some of the po-
tential for losses due to failure

to take essential steps to protect
computer equipment and records.
For a free copy write B. Gorrill,
Wackenhut Systerns Corp., 3280
Ponce de Leon Blvd., Coral Ga-
bles, Fl. 33134.

• The National Fire Protection

Assn. has made available a Pub-

lications and Visual Aids Catalog.

Through this catalog you can
order pamphlets, books, slides
and films about fire codes, rec-

ommended practices and stan-
dards. You can also order material

to present to businesses, industries
and fire departments. For a free
copy write Publications Dept., Na-

tional Fire Protection Assn., 470
Atlantic Ave., Boston, Ma. 02210.

. Quality Care Review, an eight-

page review discussing the vari-
ous aspects of the quality assess-

ment (or quality assurance)
approach to the administration of
health care benefits, is now being
circulated by U.S. Administrators,
a health benefits administra-

tor. The publication is available
on a free subscription basis to
readers of Business Insurance by
writing Quality Care Review,
U.S. Administrators, 8383 Wil-
shire Blvd., Beverly Hills, Ca.
92011.

• The insurance division of Spe-
cial Libraries Assn. is distribut-

ing the two most recent editions
of their Insurance Periodicals

Index. Indices for Business In-

surance during the periods of
July 1971- June 1972 and July
1972- June 1973 are included.

Each of the two indices is priced

at $15.00 and can be ordered by
mailing a check to Robert Ene-

quist, Chief Librarian, The Col-
lege of Insurance, 123 William
St., New York, N.Y. 10038. Make
checks payable to Special Li.
braries Assn. Insurance Division.

• Fire Protection Trends, a bi-
montly newsletter published by

the Sierra Group, a nationwide
fire protection consulting engi-
neering organization, contains

news items concerning develop-
ments in the fire protection field.

To be placed on the mailing list
without charge, write Kenneth E.
Berg, The Sierra Group, 145 Na-
toma St., San Francisco, Ca. 94105.

• The 1973 Argus FC&S Chart,
an annual statistical publication,
is now being distributed by the
National Underwriter Co. This

year's chart has detailed exhibits
of the financial and operating re-
ports of 1,036 insurers of all
types. Copies may be obtained for

$4.95 per copy from the company,
420 East Fourth St., Cincinnati,
Oh. 45202.

• Advanced Security Techniques,
a booklet available from Advanced

Computer Techniques Corp., de-

scribes the company's services for
assessing the internal and external
vulnerability of automatic data
processing systems and facilities
and developing individually de-
signed practical and cost-effective
corrective measures for their se-

curity. For a copy write the com-
pany, 437 Madison Ave., New
York, N.Y. 10022.

• Justin S. Lencke, an insurance
consultant, offers a brochure en-
titled Insurance Is a Puzzlement.

It offers suggestions about how to
examine your policy to find what
it doesn't cover, where it restricts
your rights, and in what ways it
fails to provide for your expo-
sures..For a copy write Justin S.
Lencke, Consultant, 2528 Colum-
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bus Way South, St. Petersburg,
Fla. 33712.

• Haws Drinking Faucet Co. has
published a 12-page brochure
called Haws Safety Equipment-
Catalog No. 571. This is a rnini-

form reproduction of 40 pages of
the company's safety equipment

catalog. The product line of emer-
gency eyewash equipment drench
and decontamination showers are

described. For a free copy write
Faucet Co., Fourth and Page Sts.,
Berkeley, Ca. 94710.

• Fire Protection Co. has come

out with a 28-page illustrated
brochure entitled Halon Vapor
and its 10-Second War Against

Fire. It reviews in depth the
Halon qualities in automatic fire
protection. The brochure is in-
formative and profusely illustrat-

ed. For a free copy, write Attn:
R..C. Elder, Norris Industries, Fire
& Safety Equipment Div., P. 0.
Box 2750, Newark, N.J. 07114.

You can unlock substantial commissions with our new group life and dis-
ability insurance plan for credit unions. Flexibility is the key to North American's
Credit Union Insurance Trust which offers individual rates, retention schedules, and
benefits for each credit union.

Features include insurance protection to $10,000 for loan accounts with
optional total and. permanent disability coverage. Benefits to $2,000 for share ac-
counts with full conversion privilege and optional accidental death and dismem-
berment coverage. Simplified administration.

Pin-point your market quickly by checking the yellow pages under "Credit
Unions". Then give us a call on our toll-free "NALAC Number" - (800) 328-7402 -
for a complete packet of information.

north american
'*6- LIFE AND CASUAUY COMPANY

1750 Hennepin Avenue. Minneapolis, Minnesota 55403
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Occupational and non-occupational
illness separated by hazy legal line

NEW YORK-"The distinction

between so-called occupational
and non-occupational illness are
increasingly difficult to define
and this profoundly affects our
long-standing legal concepts,"
declared Arthur Bardack, admin-
istrative director of the New York

state workmen's compensation
board.

Mr. Bardack, speaking at the
annual conference of the Eastern

Assn. of Workmen's Compensa-
tion Boards, noted that the chal-
lenge now is to "provide full

coverage for employment in-
curred disease disability within
the economy and the equities of
our present workmen's compen-
sation insurance system."

He noted that "full coverage
occupational disease amendments
have been enacted recently in
some states. Yet, they continue to
be restrictive."

FOR EXAMPLE, he said, "in
Arizona, their Occupational Dis-
ease Law was repealed and · full
coverage was provided by rede-,
fining personal injury to include
all occupational disease which is

due to a condition peculiar to the
employment and to which the
general public is not exposed."

Mr. Bardack also pointed out
that the national commission

submitted a report advocating
full coverage for occupational
disease.

The report stated that "all
work-related injuries and diseases
should be covered by workmen's
compensation."

It stressed that "statutes which

restrict coverage to a list of spec-
ified occupational diseases are

incompatible with the objective
of complete protection."

Mr. Bardack noted that certain

diseases were always associated

with certain trades, but now "the
deep growing concern for indus-
trial health has lead to new

thinking, and a realization that
the subtle, hidden obscure haz-

ards in employment can no long-
er simply be described by quaint
catchphrases."

"NOW SCIENTIFIC knowl-

edge points to hitherto unsus-
pected relationships between occu-
pational exposures and many of
the so-called chronic diseases-

cancer, respiratory ailments, aller-
gies, heart disease and others," he
added. .

He stressed that "despite the
tremendous advances in social

legislation and the broad scope of

compensable coverage today, we
still have disabling diseases

caused by employment which are
without legal recourse."

For instance, Charles F. Eason,
assistant director for workmen's

compensation for the Atomic En-
ergy Commission, noted that

"when the radiation worker files

a claim with substantial expo-
sure, he can recover the claim
easily. But, if the claim is filed

after his employment is termi-
nated, then the claim is usually
not received."

The question arises in the

minds of both physicians and the
court or board whether the ra-

dioactive damage is occupational
or non-occupational, Mr. Eason
noted.

In order for a radiation worker

to receive compensation, "physi-
cians and courts or boards must

concur causation and physicians
will not usually testify that the
causation is occupational," the
speaker said.

Therefore, he added, it is ex-
tremely difficult for a worker to
collect on claims. "If the amount

of radiation is within the recom-

mended standards then compensa-
tion is unattainable."

Mr. Eason explained that "only
a small percentage of regular
radioactivity comes from nuclear
activities. Most of it, 90 %, comes
from x-rays."

SPEAKING ON asbestosis and
related diseases associated with

asbestos exposure, Dr. Irving Seli-
koff, director of the Environ-
mental Sciences Laboratory at
Mount Sinai School of Medicine,
noted that asbestosis, a lung scar-
ring, does not show up until at
least 20 years after first contact
with the material,

He noted, too, that other dis-
eases have been found related to

t

asbestos exposure including can-
cer of the stomach, rectum,
esophagus and colon. Also, a
thickening of the encasing around
the lungs, called mesotheliomas
had been cited in many asbestos
workers, relatives and those who
lived or worked near asbestos dust.

Therefore, the doctor noted,
"dust disease is no longer a dis-
ease of the lung."

He added that "this disease

(mesothelioma) cannot be meas-
ured. Pulmonary function tests
would probably show normal be-
cause the test shows largely what
is happening in the lung, not the
pleura."

John V. Keaney, chairman of
the Maine Industrial Accident

Commission said that "there are

eight states that have specified
restrictions for silicosis, asbesto-
sis and other dust diseases."

POINTING TO the new-found

dangers of a certain type of key-
tone and vinyl chloride, Dr. Carl
U. Dernehl, associate medical di-
rector at Union Carbide Corp.,
said "the shock of it was that

there was no forewarning. There
was no reason to believe these

materials could do this."

He noted that "vinyl chloride·is
probably the greater problem of
the two. The reason being that
this is a massive industry in the
US."

He pointed out that "there are
11 cases in the U.S." of angiocar-
cinomas of the liver "and we be-
lieve we'll have more.

"There is no way of knowing if
there is a safe level of vinyl chlo-
ride. I basically think there is,"
Dr. Dernehl said.

"All of us in the industry have
to think about what chemicals

can do to people. We should work
on a principal that the only real
safe exposure to a chemical is
none. We have to find a safe level
working as close to zero as we
can and still remain in business."

He added that "we know abso-

lutely that you can't run vinyl
chloride on zero or you'll shut
down the entire industry."

"Lately 50 parts per million are
used now as an acceptable level,"
Dr. Dern6hl noted.

Speaking on occupational dis-
eases associated with compressed
air like tunnel workers or deep
sea divers, Robert W. Hamilton
Jr. manager of the environmental
physiology laboratory at Union
Carbide noted that there is one

kind of decompression sickness
that is very serious.

"Bone necrosis is debilitating
and takes a long time to develop
and form lesions. Lesions can
form in the shaft of the bone and

they are not debilitating, but in
the joint, they can be." •

Add six divisions

toyour agency
1]utnot

toyour overhead
I've been in this business a long time and I

know how complicated and competitive
Workers Compensation insurance is, especially

if you're an independent agent. In order to ,1./iltia,/ille

compete effectively you have to be able to ' Tx
f

tap the best talent available.

That's why we put together a six part team «.p  i  \of marketing, underwriting, claims, loss /« \  .)
control, loss histories and audit experts. To )

help you sell-and keep sold-participating )
Workers Comp insurance. It's like adding f

six divisions to your agency. And the result is  6
V

lower net costs to the insured and higher John R. Patchett
renewals for you. President

At PEG, we're always searching for new ways to give independent
producers a competitive edge. Because we know that our success depends

more than anything else on the number of superior agents we work with,
So it's on our behalf as well as yours that we stay hungry for innovation,

that we're quick to respond to the needs of producers, and we're flexible
enough to be able to reshape our thinking to meet new challenges.

We have over 500 underwriting and marketing specialists at PEG. They
work closely together to provide the kind of support that makes independent

producers superior to any competition.

1
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Woodcock recites 1/itany of concern'
TORONTO-Leonard Wood-

cock, president of the United
Auto Workers (UAW), told

ASIM members here that his

union has a "litany of concern"

over problems and shortcomings
of the insurance industry.

Despite labor's progress in
gaining more benefits and better
working conditions, Mr. Wood-
cock said, unions still experience

"numerous problems" with pri-
vate insurers. Among these are
claims disputes, a lack of insur-

ance regulation, wide variance of
coverage costs and insufficient
innovations by the industry.

"I must in candor indicate that

the UAW and other unions are

most concerned about our rela-

tionship to the private insurers,"
Mr. Woodcock stated. "In many

instances, the insurance industry
feels that since employers pay

the premiums for coverage, in-
terpretation of benefit eligibility
should be weighed in favor of the
employers' interest."

This siding with the employer

creates a bias against the unions,

tance by insurers to make cover-
age innovations, he said. The
unions were forced in some in-

stances to show carriers that cov-

erage could be arranged.

"We have, over the years, bar-

ASIM Conference
Report

Mr. Woodcock contended. "Con-

sequently, many apparently valid
but disputed claims are not re-
solved in favor of workers."

Another source of frustration

for unions has been the reluc-

PEG provides professional claims service at
one of the lowest expense ratios in the

country. Specialists at 57 claims offices in
the U.S. and Canada (and in 130 offices in the

countries throughout the world) are
constantly on top of the many laws and their

changes and, through specialized reporting
systems and training procedures, work closely

with policyholders in minimizing losses.

PEG has an array of loss control services for
every type of business. Through the science of

Profit**

gained a whole series of, insur-
ance benefits -which the insur--

ance underwriters and their actu-

aries were either unaware of, or
claimed were uninsurable.

"In a sense, we are contribut-
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over insurers
ing to the education of the insur-
er, a process which has proven to

be both long and difficult."
Insurers' lack of cooperation in

the bargaining of coverage costs
has produced "intolerable situa-
tions," Mr. Woodcock complained.
Sometimes, he noted, "we have
been refused the data we need to

make judgements on the validity
of premium quotes."

In an unveiled criticism of
the National Assn. of Insurance

Commissioners, Mr. Woodcock

said there is a "near total absence

of effective regulation of the in-
surance industry." He noted that
many of the state commissioners

who are supposed to be unbiased
representatives of insurance con-
sumers are former officers of

insurance firms.

Looking ahead, the UAW pres-

ident predicted that "within the

loss prevention, which utilizes the most
advanced concepts and techniques, PEG
works to reduce the extent and cost of

disability, and to lessen financial loss.
Inspections, preliminary environmental
health surveys, loss control evaluation,
consultation, and follow-up reports are
only a few of the tools PEG uses.

Like you, PEG wants the most
equitable premium possible
applied to every contract.
Through audit and loss histories
services, PEG's lowest net cost

philosophy has resulted in
substantial saving to policy-
holders ranging from simple
one man operations to huge
nationwide companies.

When you come to the bottom

of the PEG six part team are yours to enlist. Just call
or write: Marketing Department, Pacific Employers
Insurance Company, 4050 Wilshire Blvd.,
Los Angeles, CA 90010, (213) 381-2577.

line, the true test of any company is not
how many employees it has, but what
kind. PEG's six part team is a closely knit,
enthusiastic and highly competent group
of insurance professionals. Together they
have written and administered the

participating Workers Comp programs
that have set today's standards in accident
prevention, loss control and claims
service. All the talents and resources

PACIFIC EMPLOYERS INSURANCE COMPANY
an INA CORPORATION company

next two years... some form of
national health insurance will

become law." His union still sup-
ports the Kennedy-Griffiths bill,
Mr. Woodcock noted, because it
"contains all the necessary ele-
ments excluded or limited by the
insurance industry-inspired pro-
posals."

The pension reform act before
Congress is another piece of leg-
islation that needs to be passed,

he added, because it would take
away the risk of unforseen plan
terminations. Mr. Woodcock pre-
dicted an act would be passed by
this July.

"Plant closings, transfers, in-
voluntary retirement and other

contingencies annually wipe out
the pension promises made by

500 employers to 25,000 workers,"
he said. "Moreover, private pen-
sion plan assets which now have
a book value in excess of $170
billion and are growing by $20

billion annually represent the
largest accumulation of virtually
unregulated dollars in the nation.

"PENSION PLAN participants,"
he added, "have almost no in-
fluence" over the operations of
their pension funds.

In the area of unemployment,
Mr. Woodcock said insurance

coverage should be available for
the laid-off worker. "The mere

provision of income during un-
employment will prove to be in-
adequate support... for illness
and injury do not respect ern-
ployment-unemployment status."

In the area of work safety the
labor leader.termed the Occupa-
tional Safety and Health Act's

enforcement "a human tragedy."
"Much further work has to be

done with regard to the OSHA
Act, for more effort has been ex-
pended to dilute than to enforce
its provisions," he told the con-
ference. "It represents a failure
in risk management, for there
has been no diminution in work

injuries and deaths since OSHA
became law."

IN GENERAL, union demands
for increased fringe benefits pro-
grams show no signs of tapering
off, Mr. Woodcock said. "Today,
fringe benefit provisions are of

major importance to union mem-
bers.

"In 1972, under UAW negotiat-

ed-employer-financed fringe ben-
efit agreements, more than $2.3
billion was expected for pension,
health insurance, life and acci-
dential death and dismemberment

insurance, sickness and accident
insurance, survivor's insurance
benefits and supplemental unem-
ployment benefits," The UAW
president noted.

The faltering national economy

is not hampering unions which
are negotiating benefits programs
this year, he added. The can, alu-
minum and steel workers' unions

"have been successful in large
part" in the negotiation of new
benefits.

The trend of union bargaining
for pension plans with cost of liv-
ing escalators would probably
continue, he said. •

Subsidiary established
A new subsidiary specializing

in insurance related to install-

ment loans and automobile fi-

nancing has been established in
Los Angeles by brokers Bayly,
Martin and Fay. Known as Bayly
Martin and Fay Inc. Financial
Insurance Services, the new sub-
sidiary initially will operate only
on the West Coast where the com-

pany will serve automobile deal-
ers and financial institutions with

a full line of policies:



30/business insurance, May 13, 1974

Sen. Javits predicts new federal
pension law early this summer

TORONTO-Sen. Jacob K. Ja-

vits of New York, co-sponsor
of the Senate's private pension
reform bill, predicted that a final
versicn of the bill will be signed
into, law early this summer,
pending the outcome of j oint
Senate and House of Representa-
tives conferences this month to

iron out a mutually acceptable
version. ,

While Sen. Javits vowed he

will 'fight like a tiger' against
parts of the House bill, including
administration and fiduciary pro-

visions, he indicated that he
would be open to some compro-

mises, if necessary, "because 1
won't allow any division to stand
in the way of this legislation."

Addressing the American Soci-

ety of Insurance Management's
annual conference here, Sen.
Javits estimated that the pension

bill's requirements will add an
average of only about 1.5% to 2%

of payroll to corporate pension
costs. ASIM's national member-

ship supports the federal pension
reform bill, in an official position
announced earlier this year.

SEN. JAVITS said he expects
about ten million pension plans
will be added in the next few

years to the 35 million already in
existence in the private sector.
He anticipates that the bill will
redefine pensions as "deferred
wages" and a right of income se-
curity for employes, and "not just
an employer's frill."

"Both bills make efforts to en-

courage 'portability' among pen-
sion plans as well as to expand
private pension coverage," he
said. Among the vehicles for ex-
pansion, he noted, are the new
individual retirennent savings
provision, based on a Sl,500 tax-
free base, and expansion of the
Keogh Plan deductions for the
self-employed from $2,500 to $7,-
500 annually.

"The bills also establish maxi-

murn tax deductible limitations

for corporate pension plans-a
significant step toward producing
greater tax equity and uniform-
ity," he said.

At a press conference before
his speech, Sen. Javits said he
does not foresee a Constitutional-

ity battle over the proposed pen-
sion bill's preemption powers
over state insurance departments.

"BOTH THE HOUSE and Sen-

ate have adopted vesting provi-
sions which will give credit to
employes for service earned prior
to the law, as well as service
earned after the law," he noted.
"This is a major social advance-
and it will provide more ade-
quate retirement income protec-
tion to untold thousands of older

employes," he added.

There are also provisions in
both bills, he said, to establish
procedural due process for the
settling of individual benefits
disputes and provide ready access
to the courts to protect against

interference with employe pen-
sion rights. "For the first time,
workers will have adequate rem-

edies to protect themselves against
arbitrary frustration of their ben-
efit rights," he said.

While he noted that the scope

WELL*NIT
INSURANCE

In the world of man-made ftbers,
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and Celanese nylon are all engineered
to make contemporary living easier.
Celanese also makes a wide range of
chemicals, plastics and coatings.

Celanese involvement with today's
life style calls for insurance protection
every bit as modern well-knit insur-
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and depth of the Senate and
House pension reform bills are
without parallel, Sen. Javits
pointed to "material differences
in detail" between the two bills
which will be up for grabs in
conference negotiations this
month,,

Both bills delegate responsibil-
ities to the Treasury and Labor
departments, but in different
ways. The Senate bill assigns the
Treasury the dominant role in
vesting and funding, while Labor
gets the dominant role in termi-
nation insurance, portability, fid-
uciary standards and disclosure.
The House bill allows Labor to
get involved in vesting and fund-
ing.

"Functions of the Treasury and
Labor should be separated and
marked out clearly so there is no
duplication, overlapping or inter-
ference," Sen. Javits said.

ANOTHER ACUTE difference
concerns fiduciary provisions, he
said. The Senate bill generally
forbids so-called "conflict of in-
terest" transactions by plan man-
agers, while the House bill would
not require trustee managers to
be sealed off from the trust as
long as adequate consideration is
paid.

The "self-dealing" approach to
the House bill, he charged, "may
continue to reflect an outmoded

theory that pensions are gratui-
ties-to be offered and with-
drawn at the will of the employer

. . and it is a tried and true
principle of trust law that the
fiduciary must not place himself
in a situation where any other
motive than the best interest of
the beneficiary may affect him."

"Given the present climate of
broad public support and the
genuine desire in the Congress to
enact a pension reform bill this
year, I say again, I believe we
can anticipate a new federal pen-
Sion law early this summer," Sen.
Javits concluded.

"There will be no last-ditch,
hard rock stand by me on any
issue facing the conference this
week," he added, "for the bill is
too important to hold up because
of personal views and beliefs." I

CNA plan
expanded for
associations

CHICAGO-The hospital cov-
erage plan for associations car-
ried by Continental Casualty Co.
was expanded "to make it more
than just a supplemental type of
insurance protection," according
to CNA vp Robert J. Miller.

Maximum benefits were raised
from $40 a day to $100. The plan
pays the insured directly for each
day he spends in the hospital.

The new program's cost is
based on earlier association cov-

erage rates, Mr. Miller said. Full
coverage for a male under the
age of 40 is $15 a year for each
$10 daily indemnity. A plan in-
cluding family dependents is also
available.

COVERAGE includes daily hos-
pital costs from the date of hospi-
talization up to age 65. One year's
convalescenee at home is also

covered to age 65 at one-half the
daily hospital benefit.

Full coverage is provided for
congenital abnormalities, and a
double indemnity provision has
been added for intensive care. In

states where it is permitted, sur-
vivor benefits following a death
in the hospital are 30 times the
daily benefit.

The new plan also provides
that pre-existing conditions will
be covered after the policy has
been in effect for two years. •
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What corporations expect of their risk managers
TORONTO-In a brief reversal

of roles, the 12th annual confer-
ence of the American Society of

Insurance Management heard de-
tails of what the corporate-finan-
cial, insurance carrier and broker-
age sectors expect of the risk man-
ager: a highly-trained, competent
manager who is candid, loyal, co-
operative and eventually eligible
for executive appointment.

E. Laurence Gay, vice-chair-
man of AMFAC Inc., Charles
W. Pachner, president of Frenkel
and Co. Inc„ and Frederick D.
Watkins, president of Aetna In-
surance Co. discussed their image
of the risk manager in the annual
presidents' panel, moderated by
Waverly G. Smith, president of
St. Paul Fire and Marine Insur-
ance Co.

"First of all, he should know
the corporation inside and out, its
property, its strengths, its weak-
ness, its exposure to loss," said
Mr. Gay, who stressed "very few
elements of the business need be

kept secret from him and this im-
poses the responsibility on senior
management of maintaining open
doors to information, against the
inevitable protectionist tenden-
cies."

ONCE THE risk manager has
been taken into management's con-
fidence, both Mr. Watkins and Mr.
Pachner called on him to supply
candid information on all risks.
"The broker is entitled to the

same confidentiality that is ac-
corded a lawyer or accountant,"
Mr. Pachner said.

Mr. Watkins added that the
carrier deserves to know "loss
listings, internal controls, future
growth and development plans,
cash flow and reserve needs. This

type of information-along with
the risk profile information de-
veloped by the insurance corn-
panies on their own-permits
solid underwriting and pricing,"
he added.

"We still see too much of a
hurried, 'blind man's bluff, pin the
tail on the donkey' type of match-
ing corporate insurance needs with
insurance company capabilities,"
Mr. Watkins said.

Although Mr. Watkins warned
that the present high rate with
which corporations change their
insurance carriers could reduce
the industry's effectiveness in
serving the corporate community,
he also said firmly that in pricing
its accounts, an insurer must be
responsive to its own basic needs
as well as those of clients and
agents and brokers.

ACCORDING TO Mr. Watkins,
"the rate cutting we have been
witnessing hurts the insured be-
cause as the premiums are cut, the
company must also cut back on the
level of service it can offer. The
agent is hurt directly because his
income is cut, and he is hurt in a
more subtle but profound way be-
cause his reduced commission in-
come encourages him to devote
less time to serving each customer.
This damages that valuable rela-
tionship he has built up with his
client," he noted.

"The risk manager enjoys a
somewhat exalted economic status
in his relationship with the biok-
er," Mr. Pachner said. He also
called on risk managers to be
loyal in spite of occasional "dis-
tressing surprises" in today's un-
even insurance marketplace.

Mr. Pachner also stressed the
importance of the risk manaper's
administrative ability and person-
ality in motivating corporate per-
sonnel to alert him to new expo-
sures in operations.

"It is also a factor in strength-
ening the understanding and re-
spect for the risk management

function inside the corporation,
since the positive financial bene-
fits... are not readily indentifia-

ASIM Conference

Report
ble in financial reports," Mr.
Pachner added.

Although the risk management
department is not generally high-
lighted in the corporate annual
report, the risk manager's reports
to management "have a role both
as the material for charting prog-
ress of our programs and for
evaluation of the performance of
the risk manager," Mr. Gay said.

"These reports include an an-
nual report highlighting the ma-
jor changes in risks covered,
losses assumed and incurred and

the current cost of the total risk

management programs in effect
and those planned for the coming
year," he said.

"Also, they include cost and loss
history reports for each corporate
division often coupled with loss
reduction suggestions, and com-
prehensive, updated risk man-
agement manual, periodic reports
on the current loss prevention
activities and related costs, and
finally, comparative reports show-
ing how our programs compare
with those of similar operations,"

Mr. Gay added. He noted that
membership in ASIM lends the
opportunity for the risk manager
to view his program in terms 6f
other corporate prograrns.

"WE HAVE also resolved that

at least every five years there be
a risk management audit by a
competent and independent con-
sultant," Mr. Gay said, adding
"last year such a risk management
consultant audited our programs
in exhaustive detail.

"It was reassuring to me and to
our board of directors that the

independent consultants conclud-
ed, that AMFAC Inc. has one of
the best conceived and managed

It started out as a small fire

But small fires can rapidly turn into large costly
blazes... the kind that shutdown entire plantsand
destroy hard to replace machinery. In today's world of
shortages and long lead times, you can't afford to
lose one machine-much less an entire plant.

That's where Ansul can help. We can't prevent
fires. But we can put out the fire before it has a
chance to cause severe damage.

risk management programs they
have observed,': he said.

"The important of the indepen-
dent audit, however, is that it as-
sures senior management and the
board of directors that a highly
technical function, when judged
by a professional in the field, is
performed at a superior level of
competence."

"Additionally, it seems to me,
that because risk management
has such a wide-ranging knowl-
edge of the corporation, that sen-
ior management might then very
well look to risk managers to fill
key staff and even operating
positions in their companies," he
concluded. m

Our people are fire protection experts. We ana yze
your fire protection needs, specify the correct
equipment and train your people to use it.

To learn how we can help you, call your Ansul Man,
he's in the Yellow Pages or write for our current
literature file.

The Ansul Company, Marinette, Wisconsin 54143

Ansul Solves Fire Protection Problems
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Doctor cooperation necessary for
controlling medical claims costs

TORONTO-An employe ben-
efits manager trying to control
medical coverage costs under

group health plans needs to se-
cure the cooperation of doctors in
order to keep medical fees at a
"reasonable and customary" level.

"Communications with the

medical profession is a difficult
but essential element in control-

ling medical claims costs," said
Noel P. Kelliher, group specialty
marketing consultant for Aetna
Life and Casualty Co.

"It is no easy task, but it is ob-
vious to me that controlling the
flow of medical benefits is im-

possible without the involvement,
cooperation and committment of
all four components of the medi-
cal care delivery system-and

this particularly includes the

medical profession," he said.

SPEAKING BEFORE a session

on claims control at the 12th an-

nual American Society of Insur-
ance Management conference
here, Mr. Kelliher noted that a
growing problem is "determining
what is a 'reasonable' charge for

necessary medical service.
"We must make clear to all

concerned that there is a lirnit to

what a corporation can afford to
pay and what an insurer should

pay."
Increased emphasis on "reason-

able medical pricing patterns"
by physicians, insurers and em-
ploye benefits managers would
cut down the amount of money
wasted on excessive medical

treatment, Mr. Kelliher said.

Wherever costs appear to be
high, the benefits manager should
investigate in order to determine
whether costs were justified.

Mr. Kelliher noted that the

current cooperation among phy-
sicians, insurers and companies
has kept the cost problem down
to a manageable level.

"USING ALL the avenues open
to us, including consultations
with attending physicians, refer-
ral to medical consultants and re-

ferral to medical society peer
reviews, less than one percent of
the medical claims handled by

our company have been deter-
mined to be beyond what could
be considered prevailing...or
reasonable and customary," he
noted.

John Kaj ander, vp of employe
relations for the Pennzoil Co., re-
counted at the session how his

company changed its benefits
program in 1968 and then ex-
plained the new plan in small
employe meetings at all the com-
pany's plant.

Communication with the phy-

sicians has been important as
well, Mr. Kajander said, "so
there's a clear-cut understanding
prior to the care as to what the
employe is going to pay and what
the employer is going to pay."

To help pinpoint problem areas
in cost of care, Pennzoil conducts
monthly cost analyses of each type
of care, in each division of the
company. This way excessive

costs can be cut back by expos-
ing all abuses of the medical
plan.

Mr. Kajander noted that his
company experienced trouble with
a few doctors "who had questions

about why they weren't paid in
full."

"IN EACH CASE we attempted
to show what the objective was
of our plan," Mr. Kajander said.
If a doctor's explanation was j ust-
ified, we paid. If it was not, the
employe did."

Pennzoil's drive to control loss

claims found a little resistance

came from within the company.
The personnel dept., which used
to explain benefits to an employe
about once a day, was finding it-
self burdened with more and

more employes' questions.
But Pennzoil's management

and its carrier, Aetna Life &
Casualty, held a seminar with the
personnel dept. and "we ex-
plained why we had to have good
loss claims control.

"They seem to be taking up the
cudgel now when we need them,"
Mr. Kajander noted.

The communications program
cornbined with nnonthly cost

analysis has given Pennzoil some
"pretty striking results," he

added. In the last five years, the

company has had only one rate
increase in medical coverage.

A FILMSTRIP presentation by
the SCM Corp. on claims cost
control at the ASIM session out-

lined the savings where excessive
claims are eliminated.

In 1972 the company paid
about $4 million in premiums, the

filmstrip explained. An estimated
5 to 15 % of these claims were
unnecessary. Even a cutback of

5 % would have meant a savings
of about $214,000.

In addition to communications

programs and claims analyses, a
company should make sure its
employes don't overextend their
hospital stays, the filmstrips said.
A simple phone call by a compa-

4- -A

Claims control panel discusses skyrocketing medical care costs.

ny can show its concern in an

employe's health-and also its in-
terest in the amount of care he

should be receiving.

One benefits manager told the
session about his own company's
method for keeping down the
length of hospital stays in mater-

nity cases. The new father is al-
lowed to take off one-half day
with pay on the scheduled date of
his wife's release. The lost work

hours cost Yar less than the cost

of unnecessarily extended hospi-
tal coverage, the benefits manag-
er said. •

SOME OF THE BIGGEST COMPANIES
IN THE WORLD
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Some oE our clients are corporate giants; rames that currently appear in the
Fortune 500. And many others that soon wili. These firms represent every in-
dustry you can think of and every area of the nation.

All have one thing in common. They benefit from the same flexible product
portfolio and the same highly competitive rate structure.

That's one reason why Phoenix Mutual's group sales volume during the past
two years exceeded three billion dollars.
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Consultant should be 'last step'
during difficulties with insurers

TORONTO-Asking a consult-
ant to find another group insur-
er should be the "last possible
step" when a company has diffi-
culty with its carriers, a group in-
surance consultant said at the

ASIM conference here.

"Our experience is that usually
the policyholder gets hurt in the
process of change," explained
Robert O'Meara of Hewitt Asso-

ciates in Deerfield, Il.
If the communication between

a company and its carrier be-

comes bad enough, a consultant
may be forced to find a new in-

surer, he added. But "changing
carriers is costly and time-con-
suming."

Sometimes a company-carrier

relationship can be salvaged if

the communication channels are

cleared. A company may then
find that the quality of its rela-

tionship with the insurer is large-
ly based on the ease of corn-
munications between the two

parties, Mr. O'Meara noted.

ASIM Conference
Report

Mr. O'Meara pointed out that
"most of the major underwriters
can offer an equal level of ser-
vices if the relationship can be
established between the policy-
holder and the underwriter."

A consultant may also be used
by an employe benefit manager
who feels he "lacks leverage"

with. the company carrier, Mr.
O'Meara noted. Insurers often

give more heed to a client when
consultants enter the company-
carrier dialogue.

"We want to maintain relation-

ships that are of such a nature
that the carrier understands the

firmness of our positions-our

perspective in serving the client
as the sole party to whom we are
responsible," Mr. O'Meara said.

Speaking at the same session,

Paul H. Gregg, vp of the John
Hancock Mutual Life Insurance

Co., said "an adversary relation-

ship can only be disruptive and
. counterproductive.

"It is essential that our three

partners work together to deter-
mine the best course," he ex-

plained. "Each one-the benefits
manager, consultant and carrier-
is in a position to make important
contributions frorn his particular
perspective."

Mr. , O'Meara and Mr. Gregg

agreed that they each have a
three-fold task in helping the
employe benefits manager. "Step

one is to help the client crystal-
ize its objectives," Mr. O'Meara
noted. "Once these are estab-

lished, alternatives can be con-
sidered-and decisions made.

From that point it is a matter of
implementation."

THE INSURER and the ' con-

sultant both noted that they
thought it was important to make

an ongoing analysis of the bene-
fits program through an efficient
data collection system. If analysis
showed too much wasbeing spent
for the amount of benefits re-

ceived, the insurer or the con-
sultant would recommend re-

vamping the plan.

SOME OF THE SMALLEST COMPANIES
IN THE WORLD
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For more than a decade, Phoenix Mutual has pioneered in making "Big
Company"group insurancebenefits available to smaller companies. This has been
possible because ofthe Multiple Employer Trust approach which Phoenix Mutual
developed back in 1961.

Thus whether a company has 2 employees, 200, or 2,000, Phoenix Mutual
offers excellent protection for everyone... for the lowest possible outlay.

To us this has meant dramatic growth. Nine thousand new companies were
added in 1973 alone; two thousand in the first two months of 1974.

None of them, obviously, are too big or too small for Phoenix Mutual. And
that's about the size of it.
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Robert O'Meara

Edwin MeManus, employe ben-
efits manager for Rockwell In-
ternational Corp., noted at the
session that he has "organized his
staff, carrier, and broker and con-
sultant into a :hree-way team."

"Because we re involved in

nearly all of the manufacturing
industries, and we've en:ered

them largely ,-hrough merger and
acquisition, we have been able to
choose between the simplicity of
one benefits package with its in-
herently higher costs or the more
difficult to handle but mcre like-

ly to be ccmpe=tive division-by-
d:vision approach. "We've chosen

the latter," Mr. McManus said,
"end that decision means I need :11

the help I can get." m

State commissioner to

expand, get specialists
The Montana senate advanced a

bill aimed at upgrading the office
of the state insurance commis-

s.,iner. The $342,556 appropriated
was nearly $ZOO,000 less Than re-
quested by state auditor E. V.
Orr.holt, who also is state insur-
ance commissior-er. The measure

provides for .seven new staff
members, including an attorney, a
field examiner and a eenified

public accountant to serve as chief
exarniner. The senate rejected a

r Equest for an- assistant chief dep-
uty and turned down a proposal
to provide pay increases to pres-
ezzt member of Mr. Omholt's

s:aff. The till also provides moneF
to contract for fne services c,f in-

-surance specialists.
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True group auto plans need tax law
changes before they will flourish

TORONTO-True group auto- Mr. Trebesch reported 'satis- mium savings of 22 % or more.mobile insurance for employes, factory experience" with Control Althougki he added not all em-
says Thomas A. Clark Jr., vp of Data's mass merchandised auto ployes find a reduced premium
Johnson and Higgins, "has been plan, with over 3,000 presently through mass merchandised poli-'five years away' for about 15 enrolled out of 23,000 eligible cies.
years in all but eight states." domestic employes and about 75 "Employe premium cost is basedAnd it won't come of age until to 100 enrolling each month. on individual driving experiencethe tax laws are changed to allow and participation in the plan is en-tax deductions for employer con- HE SAID A recent survey of tirely voluntary," he noted.
tributions to personal lines of those enrolled showed "price is Mr. Knapp said mass merchan-coverage, said George Knapp, obviously the single most impor- dised auto is an underwritingsenior vp at Chubb & Son Inc., tant factor in an employe's deci- headache this year for Chubb,as he and Mr. Clark joined Jerry sion to enroll." About 67% of because inflation is causing it "to
A. Trebesch, corporate employe respondents indicated premium be a red item on our balance
benefits consultant at Control Data savings motivated them to join, sheet," and also because of theCorp. in a discussion of the in- with 28 % indicating the conven- complications of new no-faultcreasingly popular half-way con- ience of payroll deduction attract- laws.
cept» of mass merchandising at ed them. Although we have some associa-the 12th annual conference of the Mr. Trebesch said 48 % report- tion business, we greatly prefer -American Society of Insurance ed a 10% or greater savings, the employer-sponsored plan," heManagement here. with 13 % of these showing a pre- said, because here "we expect to

a

f

Panel speckers for the subject of mass merchandising included (from
left) Thomas A. Clcrk, Johnson & Higgins, George P. Knapp, Chubb &

Son. cnd Jerry Trebesch, Control Data Corp.
find the normal characteristics of He said the timetable for set-
a sound business enterprise plus a ting up a plan occurs in four
str6ng commitment to the success stages, including the evaluation
. . . of the plan.." He defined and underwriting decision, which
success as "signif: cant employe takes from one to three months,
participation alcng with a rea- the system and procedures de-
sonable underwriting profit." velopment, which takes at least

three months, the introduction
and initial enrollment running
for about a month and then the
ongoing administration.'Automatic"Sprinklers

mean
automatic
savings.ju

A Ji y's Ha bo side ...
Insurance Savings Pay
For Sprinkler System in 3 Years.
From a window at Jimmy's Harborside Restaurant,
you can see the busy Boston Fish Pier... the hardy
fishing trawlers... and the flight of the seagull.
One of New England's finest eating establishments,
it attracts patrons from all over the world with its
award-winning cuisine. The recipient of several
important national magazine citations including, for
18 consecutive years, Holiday Magazine's "Distinctive
Dining Award". Beginning as a small cafe in 1924, it
expanded into adjoining property by the early 50's,
and now occupies a full block, two stories high.
To protect their growing business, owners Jimmy Doulos
and his son Charles (patrons call him "Jimmy Jr.")
installed "Automatic" Sprinklers several years ago.
"When you have a following like the one Harborside
has built over the years, you need to find ways to limit
your risks. Good fire protection assures our business
continuing in the event of fire," says Mr. Doulos.

'111

1

Charles notes that fire insurance premiums were
noticeably reduced after installation of the "Auto-natic"
Sprinkler system. According to their insurance agent,
Fairfield & Ellis of Boston, "substantial savings in fire
insurance costs enabled Jimmy's to amortize the ccst
of the new automatic sprinkler installation within
three years."

Insurance savings of 40% to 90% and payback periods
of 3 to 5 years are typical in sprinklered buildings
"Automatic" Sprinklers can mean automatic savings for
your business too, whether it's large, medium or small.
Whether your building is new orexisting construe-ion.
Whether you own or lease. Contact Mr. R. L. Pardee,
Manager of Marketing Services, "Automatic" Sorinkler
Corporation of America, Box 180, Cleveland Ohio 44147.
7070

%U*=Aummatie Sprin/der
HIM CORPORATION OF A -RER,13 CA

A DIVISION OF AMERICAN LA FRANCE INC. SUBSIDIARY OF A-T-C INC.
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THE BROKER'S ROLE in each
of these phases, according to Mr.
Clark, is "to make sure the prod-
uct is completely understood by
the buyer."

The employer will need a
minimum of 1,000 interested em-
ployes, as well as a limitation on
the geographical spread for the
sake of accounting and adminis-
trative planning and may have to
watch geographical spread for the
sake his employe turnover rate
carefully. Although usually, "he'll
be able to plug that out through
waiting period provisions."

The broker, he added, when
considering the insurance mar-
kets, should keep an eye on price,
which should be on or around the
direct writer level, underwriting
attitudes, especially noting what
adjustments would be made on a
policy with bad experience, the
claims services, and the systems
capability for getting fast auto-
mated quotations on-time for
payroll deductions. .

U rge new
sulfur dioxide

standards
WASHINGTON-The National

Institute for Occupational Safety
and Health (NIOSH) reconn-

mended a new federal standard
for sulfur dioxide. NIOSH called
for a reduction in the occupation-
al exposure level to two parts per
million from the current level of
five parts per million for up to an
eight-hour work day and 40-hour
work week.

NIOSH also recommended an-
nual comprehensive medical ex-
aminations should be given to all
workers exposed to sulfur dioxide
and that medical records should
be maintained for workers em-
p16yed one or more years in work
involving exposure to sulfur di-
oxide.

After examining experimental
studies, NIOSH concluded "expo-
sure to sulfur dioxide at the ex-
isting federal standard of 5ppm
can cause adverse respiratory
effects. Compliance with the
NIOSH recommendation should,
however, prevent adverse effects
of sulfur dioxide on the health
and safety of workers."

It is estimated that 500,000
workers are potentially exposed
to sulfur dioxide which is used
the in manufacture of other

chemical materials. •

j

1



business insurance, May 13, 1974/35

Special police force cuts crime at port of Toronto
TORONTO-A dramatic re-·

versal here of the trend in boom-

ing criminal activity common to
waterfronts has been credited to

an eight-year-old special police
force at the port of Toronto.

Not only has the 23-member,
specially-trained force reversed
the trend, but as a result of their
security programs, "no pilferage
has been attributed to the port in
over two years," according to To-
ronto harbor commissioner John

Hanbridge.
Chief Robert Kornish, who

heads that special force, outlined
his successful methods for a

group of maritime risk managers
at the 12th annual conference of

the American Society of Insur-
ance Management.

THE PORT OF Toronto until

1966 depended on a security guard
service, like many cities today,
Chief Kornish- said. But, as the
crime rates grew, officials, in-
cluding representatives of ship-
ping compaines, stevedores, ware-
houses, transporters, and the

government, became concerned
for the safety of cargos and re-
sources as well as the reputation
of the port, he added.

In 1966 the National Harbors

Board approved the formation of
the special force with law en-
forcement powers, he said, "and

$ 700 mi//ion
mine suit;

largest ever
BOISE, ID.-The largest suit

repqrtedly ever filed in U.S. dis
trict court of Idaho seeks more
than $700,000,000 on behalf of the
families of 56 miners killed in the

Sunshine mine disaster two years
ago.

Agnes House, the widow of one
of the miners, filed the suit for
herself and 220 others, charging
21 companies and the federal
government with complicity in
the deaths of the miners.

The suit claims the defendants

provided false or inaccurate in
formation about the hazards of

products used in the mine and
were willfully negligent by pro
viding or installing inadequate
equipment and materials for use
in the mine.

EACH OF THE survivors of

the 56 miners claims $1,000,000 in
general damages from each of the
defendants and $10,000,000 puni
tive damages from all but three
defendants. In addition, the ac
tion seeks medical, funeral and
legal expenses.

The suit is the third version of

a suit first brought in federal
court in California in 1972 and

transferred to Idaho four months

later. The original complaint listed
12 plaintiffs and three defendants

The 8,000-page suit names as
defendants: Mine Safety Ap
pliances Co.; Westinghouse Elec
tric Corp.; Joy Manufacturing
Co.; Olin Corp.; Owens-Corning
Fiberglass; American Society for
Testing and Materials; the Socie
ty of the Plastics Industry Inc,
Union Carbide Chemical Co.; Un

derwriters Laboratories; Wyan
dotte Chemical Corp.; Mobay
Chemical Co.; Pacific Vegetable
Oil Corp.; E. I. DuPont de Ne

mours and Co.; Allied Chemical
Corp. ; PPG Industries Inc.; Dow
Chemical Corp.; Upjon Polymer
Division, Atlas Chemical Indus

tries Inc.; Carwin Co.; and Kaiser
Aluminum and Chemical Sales

Inc. •

a number of municipal police-
myself included-took on the
new challenge." Toronto was the
first port to have such a force.

"First of all, let me stress that
we do not get involved in enforc-
ing any employe rules," he said.

ASIM Conference
Report

"What we are concerned about is
law enforcement.

"We have a strong communica-
tions systems, including walkie-
talkies and other equipment, as
well as a three plainclothesmen
investigative unit. And," he
added, "we keep a regular sur-
veillance on cars and trucks

leaving the port to check for

stolen cargo.

"Even before a ship arrives, we
get a copy of the manifest and we
can note which shipments seem
to be most susceptible to theft,"
he said. "If our investigation un-
covers cargo which seems to have
been stolen from another port,
and this often happens, we call
police at the other port to alert
them."

"We have discouraged what
were loose connections with or-

ganized crime in the port by
keeping a tight control and have
fostered a liaison with labor

groups, which wasn't so easy at
first," he noted.

"We have a law now that says
that a person convicted of a crim-
inal offense won't be rehired-this

more than anything else-is a de-
terrent for crime."

He said that because conviction

is necessary for this penalty, the
early reporting of losses is ex-
tremely important in order for
police to get solid evidence to
take into the courts.

AT FIRST THE port police
found some apathy on the part of
the courts, but by showing the cu-
mulative effects of smaller

crimes, they have gained ground
in their position as prosecutors.
"It used to be," Chief Kornisk
said, "that a victim of a crime
would surely suffer recrimination,
but we now have it arranged
that the police, and not the
individual victim, makes the
charges. All witnesses are sub-
poenaed to the trial without
choice, so they .don't have to fear
recriminations, either," he added.

4,,
.4

"We've reduced the heavy on-
the-job drinking in the port by
enforcing the liquor laws. And
now, the truckers as well, are
getting better control on the
drinking problem' because their
drivers know it won't be tolerat-

ed when they come to transport
the cargo from the port," he said.

"We presently have initiated a
campaign to get shippers to use
indelible markings on all inven-
tories to help us to identify them,"
he said, "because the documen-
tation helps provide the kind of
strong evidence we need.

"No longer is the dock a crimi-
nal's sanctuary," he said, "be-
cause as police we have the legal
power to do much more than the
private sdcurity guards, many of
whom are just not capable of
dealing with criminals.'? •

r -

We first offered auto insurance
via payroll deduction back

when rumble seat roadsters were the rage.

Nearly 40 years ago, when we
put the first package together,
the idea was brand-new.

For employees, this meant an
opportunity, through voluntary
payroll deductions, to obtain
automobile coverage at pre-
miums lower than possible on
an individual basis.

For the employer. it repre-
sented an innovative and inex-

pensive fringe benefit.
This is typical of the many

mutually advantageous insur-

ance and benefits programs
developed over the years by
Marsh & McLennan.

Automobile insurance is just
one of them. Life, long-term
disability, travel and professional
liability are among the other
lines that are often available.

These programs are not
limited only to employers. A
wide variety of other sponsors
includes:

• Professional and trade as-

sociations that want to pro-

vide additional benefits to
members.

• Credit card organizations
seeking a firmer bond with
cardholders.

• Franchise operations pro-
viding worthwhile savings
to the franchised small
businessman.

If you'd like to know more, get
in touch with your local Marsh
& McLennam office. Chances are

we have some -good ideas that
will spell good business to you.

The Knowledge Broker
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New British legislation will result
in 'unprecedented pension reforms

TORONTO--Britain's Labour

government is likely in the next
few years to require pensions in
the U.K. to contain even more

built-in protections against infla-
tion than are presently being ini-
tiated under the new state reserve
scheme effective in 1975.

So said Michael Pilch, director
of Noble Lowndes and Partners

Ltd., speaking at a session on
British pensions during the 12th
annual American Society of In-
surance Management conference
here. Noble Lowndes is the pen-
sion division of the Lowndes

Lambert Group.

"Unprecedented activity" on
the British pension scene is aris-
ing out of the recently-passed

Social Security Act, he said, not-
ing that "virtually every pension
plan (in the U.K.) has to be
amended in one way or another
to comply with the act."

The broad effect of the legisla-
tion is to require 100 % vesting of
pensions for anyone over. age 26
who has completed five years'
membership in the plan, he sum-
marized.

IN THE SAME session, J. Stu-
art Irvine, also of Noble Inwndes,
noted a trend for British employ-
ers to extend pension plans across
the board to cover employes, "The
gap in benefits between U.S. and
U.K. pensions is already begin-
ning to close," he added, "but it

# R

will take a fairly long time" until
they are equalized. He noted a
wide disparity among plans of four
U.K. subsidiaries of a single U.S.
firm, ranging from extremely gen-
erous and non-contributory to
nothing at all.

Mr. Irvine said there "are a

number of (pension) p ackage
schemes now available in the

U.K. aimed at merely providing
benefits at a sufficient level in

order to achieve (state reserve
scheme) recognition."

Mr. Pilch indicated that as a
result of legislated pension changes
in Britain, pension management
will change. He told his benefit
manage audience that British pen-
sions are are "conservetively"

66This year, we'11 insure plants producing
6 million auto engines. We'11 make your insurance
work for you, too."
Charles C. Cronovich, V. P., Detroit office

Johnson & Higgins
the automotive industry's insurance broker

funded, and for the most part,
insured. "I'm really concerned
with the levels of funding. In the
U.K. we tend to put more money,
possibly too much-into the plan,"
he said.

Mr. Irvine predicted that the
retirement age may be lowered in
Britain sometime in the future, as
the result of currently increasing
concern for equalizing the pres-
ent retirement age regulations of
65 for men and 60 for women.

MR. PILCH urged employers
with subsidiaries in the U.K. not

to defer plans for complying with
the new legislation. "There is a
possibility that we shall see fur-
ther legislation in the pension
field before very long," he said.

"Nevertheless, I believe that
this is likely to build on top of
the Social Security Act rather
than pulling it down and starting
again and, in any case, the time
left for employers to take action
under the act is far too short for

any policy of wait-and-see to be
pursued," he advised.

Pensionable salaries in Britain

have in the .past tended to be re-
stricted to basic salary, excluding
any fluctuating earnings such as
bonus or commission, Mr. Pilch
noted.

"This situation is likely to
change as the Social Security Act
takes effect, because the mini-
mum requirements of that act are
all tied to full earnings, and
many employers are likely to
amend their pension funds ac-
cordingly rather than maintain
two different definitions of earn-
ings" he predicted. •

Object to
reserves for

future losses
TORONTO-Price Waterhouse

and Co. issues a position paper
which states that it does not be-
lieve commercial and industrial
corporations should accrue re-
serves for future losses.

This is one of the key questions
to be raised in hearings of the
financial accounting standards
board. (Business Insurance, April
29, 1974.)

Mrs. Marianne Burge, partner
in the firm, said here last week at
the ASIM conference that a ques-
tion of accrual of reserves is aris-
ing out of the increased frequen-
cy of non-insured or captive in-
sured risks.

"But we believe these are fu-
ture contingencies not predict-
able or accruing with any reg-
ularity," she said. "We feel an
insurance company should accrue
catastrophic reserves for regular
multi-period losses," Mrs. Burge
added, noting that this applies
also to captive insurance carriers.

Mrs. Burge also noted that the
Price Waterhouse position paper
objects to the use of the term
self-insurance for commercial and
industrial corporations.

"We see this as non-insurance"

she said. •

Two carriers

begin small
group plans

CHICAGO-Two carriers are

making their debut in the field of
small group life and medical ex-
pense insurance with packages
for businesses employing as few
as two workers.

The Hartford Life Insurance Co.

is beginning a new small group
plan May 15, and Lincoln Nation-
al Life Insurance Co. recently an-
nounced the birth of its own
accidental death and dismember-

ment coverage package.

. A SPOKESMAN for Hartford
Life told Business Insurance "we

haven't even announced it yet."
But he did say it would be a plan
for three to nine employes, pro-
viding group life and medical
coverage.

Lincoln National Life's small

group package offers seven

amounts of life insurance ranging
from $5,000 to $50,000. It will
cover between two and nine

workers. Premium rates are set

up in five-year age brackets, a
company source noted.

Rates for life insurance cov-

ering a 30 year-old male are
about.$1.70 a month for each $5,
000, the source explained. For the
basic expense benefits, the same
man must pay $8.65 a month, or
$14 for his whole family. •



Last year,we started building
a new Zurich-American.

Heret how it's shaping up.
In an ad last year you saw me laying the foundation for

an improved Zurich-American. And I asked you to tell me
how we can do a better job for you.

Now, thanks in no small part to your excellent response,
we've come a long way.

Our zones get stronger.
Last year we started to decentralize our operations with

the zone office system. This puts our senior managers
closer to the agents and brokers who write your insurance.

Now we're concentrating on turning our branch offices
into risk-management and sales centers. You get your an-
swers where the mail goes faster and phone calls don't cost
so much.

Our new Western zone.

To improve our system even more, we're now opening
a fourth zone, our Western zone with headquarters in
Fresno.

We're making faster quotes.
Many branches are already using ZIP-the Zurich

Instant Price computer-based quotation system for
our multiple line package policy-TOP SECURITY.*
If the system isn't operating in the Z-A branch near 
you, it soon will be.
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Our branch offices can provide your independent agent
with quotes quickly-in a few hours on the telephone and

not more than a few days by mail.
Quite a tool for servicing the small- to - medium sized

commercial risks that are a specialty at Z-A.

Our new commitment.

We're concentrating our efforts to reach small and
medium-sized businesses-companies with sales up to about
$10 million annually. We have the expert "know-how" and
the flexibility to protect and service this kind of business.

One indication of this commitment is our new simplified
commercial umbrella. Now, you can get needed high-limit

protection often including hazards excluded in ordinary

policies - all at reasonable rates. We think you'll like the

added protection of this umbrella.

Here's the point.
Remember the independent survey we reported on last

year? Conducted by Francis D. Barrett, Jr. & Associates,

San Francisco, among agents across the country, it ranked
Z-A first in overall services. We're going to keep

busy trying to live up to that.

r-.7 »f/j»ddsPresident

Zurich Insurance Co.

American Guarantee

& Liability Insurance Co.
Zurich American

Insurance Co. of Illinois

Executive Offices:

111 W. Jackson Blvd.,
Chicago, 111. 60604

*T.M. The policy is
available in most states.
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Be aware of deficiencies that

may occur in your D&0 cover
"Unfortunately some of these exclusions and limitations leave wide openings in
the coverage that might be needed by individuals... on boards of directors."

BY WILLIAM H. RODDA

President,

Marine Insurance Handbook Inc.,
Chicago, 11.

EMBERS OF THE governing board ofan officers' club were sued individu-

ally because an employe of the club suffer-
ed injuries while at work. The employe
decided that the workmen's compensation
benefits were insufficient to pay for the
severity of his injuries. He alleged that

the members of the board had permitted
an unsafe condition to exist and that they
personally were liable for his injuries. A
directors' and officers' liability policy Chad
the club been foresighted enough to buy one)
would not have covered the liability of its
board members.

The individual members of a church of-

ficial board were sued by the parents of a
child who fell over a cliff and was killed

during a church picnic. The parents al-
leged that the board members should have
exercised supervision to prevent the acci-
dent. A directors' and officers' liability
policy would not have covered the liabil-

ity of the board mem6ers if it had beerr
written in its usual form.

The directors' and officers' liability
(D&0) policy has exclusions and limita-
tions that tend to be accepted as reasonable
or necessary. Unfortunately some of these
exclusions and limitations leave wide open-
ings in the coverage that might be needed
by individuals in their capacities on boards
of directors.

SERVICE ON THE governing board of
any organization should not be taken
lightly. Directors have been sued because
their continued or frequent absence from
meetings allowed other persons to steal or
to act improperly. Suits have alleged that
acts of boards were improper, unwise or
negligent. Such suits allege injury to
stockholders or others from the improper
payment of dividends, unwise invest-
ments, unfortunate mergers, and expan-
sions of business that later proved to be
costly to the organization.

Many states permit an organization to
reimburse its directors for amounts that

they are required to pay as a result of
their acts for the organization. This is a

desirable arrangement wherever it is
permissible. This reimbursement arrange-
ment has two problems. First, it is of
little benefit to the directors if the organi-
zation does not have the assets to make

payment. Second, it could be a serious
drain on the organization's finances if it is
not backed up by insurance. D&0 insur-
ance has the dual purpose of covering the
directors for their acts and also to pay the
organization for its contribution under
any reimbursement agreement.

What are the deficiencies that may
occur in a D&0 coverage? The coverage
applies to a -wrongful act" of the direc-
tors or officers. A broad definition of a
wrongful act that appears in some policies
covers essentially any matter claimed
against a board member or officer solely
by reason of his position in the organiza-
tion. Other definitions list breach of duty,
error, neglect, incorrect information, mis-
statement, or other wrongful acts committed
solely in the capacity as officer or director.
All of these definitions standing alone would
provide a broad degree of protection but all
of them are circumscribed by exclusions and
limitations.

Can the insurance industry cope
* with consumer product safety?

.. i

f .. .

BY MARSHALL W. REAVIS

Professor of business administration,

Governors State University
Park Forest South, 11.

(Editor's note: In the March 18 issue of
Business Insurance the author gave his view
01 the Consumer Product Safety Commis-
sion during its first year of activity. In this
companion article Professor Reavis reviews
the past habits of the insurance industry in
crisis response and wonders how it will cope
with the varied problems created by the

Consumer Product Safety Act. )

"Indeed they felt that here, at last, was the tool they need-
ed to force their reluctant policyholders into producing a
safe and therefore claim-free product."

ECAUSE OF THE RAPID growth ofproducts liability claims during the lat-
ter half of the 1960's, plus the fantastic boost
its aged safety programs had received by
the enactment of OSHA, many insurance
professionals sighed with relief as the
Consumer Product Safety Act became
law. Indeed they felt that here, at last,
was the tool they needed to force their re-
luctant policyholders into producing a

safe and therefore claim-free product.
But it has not worked that way. There

has not been an immediate decline in

claims but instead a continuing increase in
the number of product liability losses. The
knight in shiny armor who was to rescue
them has not yet made it out of the castle.
And before he does it appears there is a
great deal the insurance industry could do
in its own behalf to wrestle with the joint
problem of product safety and product li-
ability claims.

TO UNDERSTAND WHY the CPSA has
not been an immediate cure nor has yet to
accomplish all they hoped it would, it is
first necessary to examine the insurance
industry and the impact of such an act
upon it. One must be aware, however, that
consumer product safety cannot be viewed

from the historic standpoint of underwrit-
ing, claims and marketing, the three com-
mon approaches of the insurance industry.
Instead we will trace the industry
through its practices and attitudes in prior
crisis situations. For unfortunately that is
what the insurance industry faces...a
products liability crisis in an aware society.

The insurance industry has lived

through and often grown because of social
phenomena and crises. In fact, Dr. Barbon
founded the first fire insurance company
in London following a fire which left the
city in ruins. Another example involves
the efforts of labor to win its rights from
management at the end of the last centu-
ry. One offspring of this social revolution
was the passage of workman's compensa-,
tion laws during the early 1900's. Many
insurance carriers were founded because
of these laws and many more grew be-
cause of them. However, this was not an
innovation of the industry but a reaction
to social change.

In the area of automobile insurance
we find a classic example of industry
reaction to change. In the unexpected
prosperity at the end of World War II a
new social phenomenon developed-the
suburban subdivision and the shopping

busi·ness insurance, May 13,1974/39

William H. Rodda

Substantial deductibles and participa-
tion by the insured are characteristic of
D&0 policies. A policy written for a large
corporation may provide for a $20,000 de-
ductible and a 5% participation for each
occurrence. This means that the insured
would pay $69,000 of a million dollar
claim. ($20,000 deductible plus 5% of the
$980,000 remaining after application of
the deductible). Lower deductibles and
participations are likely in policies writ-
ten for boards of education and similar
bodies where the directors are not expect-
ed to have a financial interest in the acts
of the board.

Insurance companies consider that a de-
ductible and participation are necessary
because of the judgment nature of the acts
to be covered. An insured might be more

Continued on following page

center. Tie to this the automobile and its

new role in suburbia and an unexpected
spiral began within the automobile insur-
ance business. This: spiral was undoubted-
ly aided by the enactment of motor
vehicle responsibility laws and the broad-
er base of carriers as a result of the
multiple line. laws. One now "needed"
insurance and there were companies that
were more than willing to write it. Neces-
sary limits for. the coverage were estab-
lished by law: More claims began to occur
or at least were being reported and
settlements were being made. Then bigger
claims... higher premiums... tighter
underwriting . . . more cars . . . faster -
highways.

The cry went out to settle fast, don't
warehouse claims! We need more premi-
ums! Cancel risks! Cut commissions !

Tighten underwriting! Then someone said,
"Hey, wait a minute. This isn't the way to
survive. Let's not pay these claims so
easily." Finally rates increased and premi-
ums began to catch up with. losses.

BUT IT MAY HAVE. been too late be-

cause everyone had wanted some magic
solution to the automobile "problem" with-
out any introspection. Now there are new
federal regulations on automobiles and "no-
fault" was viewed as the saviour of the in-

dustry whether at the state or federal level.
A crisis reaction. The spiral has confused
the industry so much and so long that it
may eventually bow to government regula-
tion.

Another example of the industry's reac-
tions was during the social changes of the
1960's. The Watts riots resulted in heavy
property loss to a confined area in a short
period of time. At that :ime extended cov-
erage rates were pennies, thus on premi-
ums of probably less than a $1 million
more than $10 million was paid out in

Continued on following page
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business insurance general liability policy but a basic cover- Defense expenses customarily are con-
age under the D&0 policy may be needed sidered part of the settlement costs and

LIER %3 *5*ftN/1
in order to provide satisfactory protection are subiect to any deductible and partici-

D for the board members pation This usually is not obJ ectionable, |
D&0 policies usually exclude nuclear particularly if the policy limit is high ·

exposures Here again 15 a coverage that Consideration should be given to whether
the board members may need They may the insurer should have the right to settle
have to decide whether to install certain a claim without the consent of the af-
nuclear processes or materlals The nu- fected board members There may be cir-
clear exclusions should be deleted if the cumstances where settlement would imply

sion of the D&0 policy would cover per-

D&0 cover... coverage is needed, or in any ease the ex- misconduct Determmation should be made
sonal injury on an excess basis above the

clusion should be re-worded so that board when the policy is written whether the ulti-
general liability policy of the named in- members are protected from the future mate decision as to settlement will rest with
sured This should Include not only libel effects of a well considered decision It the insurer or the board membersContinued from preceding page and slander but the other personal in- would be manifestly unfair to exclude

willing to take chances if every dollar of the juries such as false arrest, invasion of the coverage for the directors of a public util- THE POLICY SHOULD be clear as toconsequences is insured These are deliberate right of privacy, and the related occur- tty that found lt desirable to establish a what positions or persons are covered andacts and are not the same as the accidental rences covered in the usual personal inlury nuclear power facility whether notification is required whenoccurrences that are covered by the usual 11- endorsement to the general liabillty policy
The named insured's attorneys as well there is a change of personnel It lS pref-ability policy

as the board members' personal attorneys erable from the insured's standpoint forDeductibles and participations can be D&0 INSURERS have become scared of should examine carefully the exclumons the policy to cover by position so that all
negotiated An insurer may hold out a pollution liabilities This has resulted in a and limitations applying to unlawful acts, persons occupying the stated positions will
lower rate as a bait to secure a high de- new exclusion applying to bodily in] ury conflict of interest, personal gain, viola- always be covered
ductible and participation but may be and property damage Insurers tend to tions of the Securities and Exchange Act D&0 policies may contain an exclusion

willing to settle for lower amounts if the dismiss this exclusion as merely a clarifi- or regulations, and dishonesty of the board which says in effect that the policy ex-
actual chances of a claim are low The size cation of the original intent of the policy, members Regulations and laws are so com- cludes losses that should be covered by
of the deductible is not a major considera- but it does widen the gap in coverage as plex that it is difficult at times for directors other policies Other insurance earned by
tion in the insurer's loss expectancy far as the officers and directors of an or- to act without doing something that a the organization should be coordinatedClaims in this field are big Even a $69,000 ganization are concerned bureaucrat at some later time will say was with the D&0 coverage so that there lS nO
participation by an insured is small in An excess cover for pollution exposures illegal The intent should be clear that the need for such an exclusion The interest of
comparison to the total of a million dollar may not be adequate for board members board members are protected for any honest board members may not always track with
claim A reasonable deductible and partie- Many general liabillty policies have pollu- act that they perform in the general inter- those of the organization The obj ect of the
ipation may be acceptable to an insured tion exclusions Coverage under the D&0 est of the organization Fraud provisions D&O pollcy is to protect the board members
but a suggestion by an insurer for large pollcy should be coordinated with the should be carefully reviewed first and the organization second
amounts should be negotiated

THE FOLLOWING discussion of exclu-
sions necessarily is general Theze iS no
standard form or policy

D&0 policies exclude bodily injury,

Safety.
off much like other reform legislation (i e The third approach and the most proper

sickness, disease or death, and damage to mine safety) has done over the years but it seems is a full understanding and ac-
or destruction of tangible pi operty That it will still be the pride and Joy of the in- ceptance of the fact that this is a flew type
is why a D&0 policy would not have cov- surance industry. of problem which cannot be divided into
ered the directors of the officers' club or Continued from preceding page Looking back over these several com- neat little compartments for underwriters,
the church board mentioned in the begin- losses Then there were additional riots m ments, what is it that is so unique about claims people, engineers, law*yers and
ning of this article These suits alleged other cities and the losses moved Lp The our industry when it faces something new then filed in manuals and shipped out to
bodily injuries as a result of actions or lack industry's response? Cancel rlsks or unexpectedp Particularly when it faces the field for routine handling We are
of actions on the part of board members tighten underwriting try for premium social change or crisis9 One thing we have dealing with a social problem One m

There is an increasing frequency of increasesi What has happenedp FAIR seen is that its first reaction is to try to which the manufacturer's attitude is of
suits by employes looking for ways to cir- plans and federal regulations Other areas eliminate the problem by rel ecting the utmost importance-his attitude toward
cumvent the hmited recoveries under the such as crime insurance and flood insur_ class of risk or to fight the claim or his product, the marketplace and the gen-
workmen's compensation system These ance have also found there way into the to tighten its selection process The insur- eral public
suits may be against boards of directors federal government's book of business be- ance industry has never been one which In a recent study at Governors State we

for allowing an unsafe condition to exist cause the insurance industry found them sets out on a unified basis to seek the source found that the Insurance Industry has ap-
It is insurance company practice to cover to be "unacceptable" of the problem and fight it at that level parently boiled down ltS analysis of a

all bodily injury claims under workmen s In the middle of this confusion the in- Knowing this about our industry's reac- products liability risk to 13 areas The in-

compensation, employers' liability 01 gen- dustry was hit by a rapid increase in tion to social phenomena in the past, what dividual carriers ask questions within

eral liability policies The general liability product liability case loads and costs Why?
pollcy, for example, includes as insureds Partly social pressure, social awareness
any executive officer, director or stockhold- and a new income source for plaintiff at- "And now thanks to the Consumer Product Safety Act there
er while acting within the scope of his duties torneys No longer did one Just put aside a
for the named insur ed But what happens to product that failed and mutter in embar- is the potential for more federal regulation of risks whichthe officer or director if he is sued personally rassment Now you set out to let someone
and the limit of liability of the general lia- know you received a lousy product are normally considered insurable by the industry.bility pollcy is already exhausted by a suit
against the named insured? AGAIN A SPIRAL developed within

Let us look at a possible occurrence A the insurance industry The premiums
catastrophe may kill or injure numerous that had been collected over the years can be done about the present problem of these areas as their guide to underwriting
workers, or there may be a conflagration were pennies compared to the losses If consumer product safety and product lia- decisions These questions cover such top-
that is started by a fire in the named in- the risk was a tough one most companies bility') How can our industry face this ics as the number of years a product has
sured's plant Workers or their familles may Just refused to write the line It was a well joint problem9 What can it (109 Where has been manufactured, the losses incurred,
sue for damages in excess of workmen's known marketing technique to cut the it failed to react9 the processes used, etc It appears at this
compensation benefits, neighbors may sue premium on the general liability in order One choice is to do nothing and con- point in most of these areas it doesn't
for in] uries or deaths, or neighboring plants to lower the total cost on a good work- tinue to crises react This philosophy is matter if the firm has had a record of un-
may sue for property losses Even very high man's comp, fleet and GL account So if one of hoping the problem will solve itself safe products or not they still answer
limits under general hability pohcies may be only good risks were written and at heavi- or go away One insurance spokesman the questions the sarne This leads one to
exhausted Claimants may allege that the ly credited rates there could not be much wrote, "In the long pull the Act (CPSA) wonder if the industry has been asking
occurrence was caused by some process that of a premium built up to handle the sud- Will cause firms to build better products the right questions
was authorized by the dii ectors and theY den rush of claims which will cause fewer inj uries and result In a recent project conducted by two
may be sued individually Such claims would What happenedp The number of claims m a more stable, less costly insurance students, three hundred housewives were
be excluded from the usual D&0 policy Jumped From about 10,000 per year to market " While this may be true he may interviewed to determine if they had ever

100,000 to then 500,000 and now there is have a long and lonely wait And in the found foreign objects in canned, baked or
IT IS SUGGESTED. therefore, that the talk of a 1,000,000 product liability claims meantime who will insure the risks, pay frozen foods and what they did about it if

D&O exclusion of bodily injury and prop- year Loss ratios are expected to be "omi- the increased claims and fight the mount- something was found Of the group 55%
erty damage be changed to an excess pro- nously" high in 1974 Risks w.11 be can- ing law suits'> had found something, and of those 80%
vision so that it would step in to protect the celled, claims paid and premiums increased had returned the product to the grocer
officers and directors if the limit of the Sounds famillai doesn't it And now thanks SO FAR THIS has been the approach while only 20 % sent a complaint back to
liability policies is exhausted or if for some to the Consumer Product Safety Act there is Very few insurance representatives have the manufacturer These results indicate
other reason it does not protect the offi- the potential for more federal regulation of gone before House and Senate committees that if insurance companies are rating and
cers and directors The exposure to the risks which ate normally considerea insur- or the National Commission on Product underwriting an insured based on his
D&0 insurance company would be min_- able by the industry Safety None of the five CPSC commis- claims experience they are looking at only
mal if the bodily injury and property Only once has the insurance industry, sioners came from the insurance industry the top of the Iceberg unless he has some
damage liability coverages were written which has fought federal regulation of its And too, none of the fifteen man advisory method of collecting information from the
with adequate limits own business, come out ahead due to a committee came from the insurance in- field

The D&0 policy usually excludes federal law And that is through its cur- dustry or related areas All of this has
claims foi libel and slander Action of a rent love affair with OSHA But OSHA is happened during the past few months and IN ANOTHER STUDY we have looked

board of directors might be claimed to different, what it has done for the insur- none of the insurance companies had any- at the attitude of the manufacturer
constitute libel or slander The members ance industry is what many had preached one selected It certainly doesn't say much toward six factors that exert pressure on
of the board may be sued individually for years and that was to regulate "a safe for the industry's lobbying ability in his decisions regarding the manufacture
The organization can protect itself bY work place" plus it had the blessing of Washington of a safe product These factors are gov-
adding personal inJury coverage to its both government and labcr Thus while A second approach lS for the insurance ernment regulation, consumerism, and
general liability coverage This would backing the management of our industrial industry to react-they can state that they legal Judicial actions plus the profit mo-
protect the officers and directors if they nation into a corner the government had will or they won't insure a company that tive, employe relations and peer pressures
are covered by the general liability policy performed a service for the insurance in- has products subject to CPSA standards The first three are external pressures

However, they would be exposed if the dusti y And since it was already in the Job because these standards may or may not and these we found varied with the indus-
limits of the general liability policy ai e of working for safety, the insurance in- increase the chance of loss And I can't try, the product hne and the past experi-
exhausted, as pointed out in the case of dustry could Jump onto the band wagon tell you which way they will go proba- ence of the firm However. the other
bodily Injury claims A desirable exten- with both feet OSHA will probably level bly some will and some won't Continued on page 42
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/ETNA CLAIM STATUS REPORTS
CAN HELP YOU KEEP THINGS

ON AN EVEN KEEL.

On-the-job accidents cost and cost and cost.
Add up lost production time, replacement and
retraining time, possibly ruined materials or
equipment, and the hiddencosts can be five times
the amount of the actual insurance claim.

We can help. Because /Etna can now supply
smaller and medium-sized operations as well as
the larger ones with periodic loss-analysis data.
The kind that can help reduce such profit-eating
accidents. Through our /Etna Claim Status
Reports. These reports will tell you what happened,

(1) Charlie busts his thumb. (2) Willie and Stan rush over to Charlie;
their job goes to pot. (3) Shipment to customer is late. (4) Customer's
cancellation leaves manager grief stricken (already weakened by sight
of Charlie's replacement). (5) Now the front office is grief stricken.
(6) Big Boss descending to axe everybody who is rocking the boat.

2

rJi*·

 The ttna Casualty and Surety Company, Hartford, Conn.

where it happened, and when it happened. Plus
the dollar am6unt of each claim, breakdowns by
coverage and status, and totals. In brief, the.things
you have to know to tighten up loss control.

Talk to your local /Etna Life & Casualty agent
or broker about receiving these reports. Claim
Status Reports. One more way to show you we're
not your average insurance company.

LIFE & CASUALIY

You get e€lion with JEtna

6
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Product safety . . .
Continued from page 40

three, the internal pressures, were
interesting in that profit was a dis-
guised concern, there was heavy
blame put on the employe for "do-
ing the job wrong", and peer pres-
sure from other executives was

of concern ( in other words every-
body must say yes if the boss does).
Probably of greatest significant is
that those factors that turned out

to be most important, the internal
pressures, are the ones over which
the firm can exercise the most
control.

Thus it appears that the insur-
ance industry can be of help to a
firm in- finding out just what it is
that is causing it to produce unsafe
products. It may be something
simple like no follow-up on pro-
duet complaint information or the
reduction of peer pressure in deci-
sion making situations.

WE DEVELOPED a product risk
survey manual, containing 85 pages
of questions designed to cross check
on different areas of the problem.
In one study the answer was sim-
ply poor internal communications
. . . not an usual underwriting

question.

But this approach is costly, it
is not simple and it cannot be done
by sending a form or two out to an
agent to complete and send back to
the underwriter to read.

Basically the point is, that
there is the social phenomenon of
consumerism tied to the creeping
regulation of the federal govern-

. ment and this requires a much dif-
feren: approach for the insurance
industry than it has ever faced be-
fore. It can no longer face such a
risk with underwriting and engi-
neering. We must not only hope
that the manufacturer builds an

idiot proof' product but we must
take a good hard look at this total
firm and its collective attitude to-
ward society, its profits, its em-
ployes and the marketplace.

There is no simple solution.
Our research has been limited by
a lack of good data. The two soure-
es today are claims filed with in-
surance companies and the CPCS
electronic injury collection system,
NEISS. This latter is too new to be

very helpful and still has its limita-
tions but at least it is a start. So in
our research efforts we have had

WAYS
YOU CAN

PUT THE

REI@LUTION
TO WORK!

fl

1 Put new speed into all your appraisals. Computerized
techniques help our professionals do in a day what used
to take a week. That's part of The Valuation Revolution.

2 Cut costs with the M/S Simpraisal. Now saving time
and costs for multiple location operations.
Check the potential for your business. Revolutionary!

3 keep covered/keep current with M/S Annual
Valuation Service. Costs a fraction of original appraisals.
It's a logical way to insure your insurance.

r

Call the M/S Revolutionary Consultant
and say: Show me.

appraisals by
Marshall and Stevens
Atlanta/Boston/Chicago/Dallas/Detroit/Houston/Los Angeles
Minneapolis/New York/Philadelphia/Pittsburgh/St. Louis/San Francisco

6 A Unionamerica Company

to go directly to the firms and they
often don't have any better. infor-
mation than the claims filed. What

we need is complaints as well as
claims to fully understand the
problem.

THE INSURANCE industry can
help solve this road block if they
too would think in terms of com-

plaints and not just claims. Only
in this way can the extent of the
problem be determined.

Another assist the industry
can give is to help finance stu-
dies of product risk analysis. An
examination of the firm as a whole.

This is a costly approach but may
be the only way that a crises reac-
tion can be avoided in the long run.

Looking at the past history of
the insurance industry one should
note carefully that everytime it
did not act decisively the solution
was found by federal legislation.
Perhaps the next step may be the
nationalization of the insurance in-

dustry. It is not as remote a possi-
bility as one might think. •

Mr. Reavis is a university pro-
fessor of business administration at
Governors State University, Park
Forest South, Il., and has had ex-
tensive risk management and in-
surance experience. He holds the
CPCU designation and the Asso-
ciate in Risk Management (IIA)
designation,

$9 million
awarded in

tunnel blast
LOS ANGELES-Twenty-three

civil suits resulting from the June
24, 1971, Sylmar Tunnel explo-
sion which killed 17 persons were
settled for $9,315,000 by superior
court judge Bernard S. Jeffer-
son.

The awards included $9 million
for damages for 16 deaths and in-
juries to three persons at the time
of the explosion, and $315,000 for
injuries to four men in a flash
fire the day preceding the explo-
sion.

The metropolitan water district
will have to pay 76% of the
money, the Mine and Safety Ap-
pliance Co. 12.5 %, and the state
division of industrial safety 11.5%.
Awards for deaths ranged from
$70,000 to $800,000.

Still pending is a case by survi-
vors of Louis Richardson, the sin-
gle metropolitan water district
employe killed, against Lockheed
Shipbuilding & Construction Co.
Judge Jefferson said he hopes to
settle that case in the near future.

HE SAID Argonaut Insurance
Co., workmen's compensation in-
surance carrier for Lockheed,
agreed not to try to recover

money it has paid the survivors
from their court award. Because

most of the men who were killed

worked for Lockheed, their sur-
vivors could collect the benefits

but could not sue the employing
company.

Two criminal trials resulted

from the explosion, which oc-
curred during construction of a
tunnel planned as a water feeder
line.

In one, Lockheed's subsidiary
was convicted of concealing evi-
dence and fined $500. A safety

engineer, Otha G. Ree, was ac-
quitted of misdemeanor charges
involving removal of a gas record-
ing meter from the tunnel after
the explosion.

In the second case, the firm'

was fined $205,000 for safety vio-
lations. Mr. Reed and project

manager Loren Savage were

given deferred prison sentences

on charges of safety violations
and Bross negligence. •

Call for reform of N.J.
work comp practices

TRENTON-After an exten-

sive ten-month inquiry into al-
leged abuses in the New Jersey
workmen's compensation system,
the State Commission of Investi-

gation called for stringent reform,
recommending 13 bills, two joint
resolutions and eight administra-
tive actions to Gov. Brenden T.

Byrne and the legislature, seeking
an end to corruption of the courts,
lawyers, doctors and others in-
volved with insurance payments to
injured workers.

A spokesman for the SCI said

that prior to the report, "there
were persistent reports and alle-
gations that, the atmosphere in
the workmen's compensation courts
had evolved to a point where ir-
regularities, abuses and even ille-
galities were being ignored or tol-
erated."

Executive director at SCI,
Martin G. Holleran said that "our

feeling is that we have looked at
the workmen's compensation sys-
tem in the state and, as a result
of our analysis, we feel this is
something the legislature should
give priority to within this term."

IT HAS BEEN learned that
preparations for legislation will
be made within the next three

weeks, despite the official com-
ment from state labor and indus-
try commissioner Joseph A. Hoff-
man, that the SCI report is only
being studied.

Under the recommendations

submitted by the SCI, the direc-
tor of compensation would have
the power to dismiss any judge
or referee "for cause" and would

serve for a period of seven years
to avoid the political stress charac-
teristic of changes in administra-
tions. He would receive an

increase in salary comparable to
the salary of superior court judges,
or $37,000.

Recommendations also seek to
end the practice of two tier billing,
which involves a charge of one
fee for regular treatment to doc-
tors and another 200 % higher fee
for compensation cases.

THE COMMISSION also called
for a formation of a nine-member

commission to study compensa-
tion rate-making practices.

Under this reform posed, corn-
pensation court judges' salaries
would be raised to $34,000 from
$29,000, putting them on the same
salary scale as county district
courtjudges.

In addition, insurance corn-
panies and employers would be
subject to a 25% penalty for
holding up temporary disability
payments to injured workers.

The report also recommends
yearly audits for insurance com-
panics dealing in compensation
insurance.

Other propcsals noted in the
report include a stop to the prac-
tice under which some lawyers
reduce doctors' fees in work

comp cases where settlements are
low; making work comp court
judges subject to screening by
the state bar assn.; charging doc-
tors with a misdemeanor in case

of filing false medical reports, or
knowingly using an unlicensed
x-ray technician. m
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Southern Marine is there with skill, resources
and the abilitv to meet unusual risks!

SOUTHERN
MARINE &
AVIATION
UNDERWRITERS, INC.

610 POYDRAS ST„ [504} 524-4131, NEW ORLEANS 70130

Branch Offices in LOS ANGELES / HOUSTON / ATLANTA / TULSA

Serving insurance agents and brokers only - no direct business



Continued from page 1
further evidence "there is a real

shifting of risks" from the parent
company to the captive insurer,
she noted.

THE INTERNAL Revenue Ser-

vice has recently treated the use
of captives as a shift in self-
insurance reserves, thus elimi-
nating much of the tax advan-
tage in having an offshore cap-
tive. But the IRS may well be
more favorably disposed to al-
lowing deductions of premiums
paid into a captive if it is, indeed,
shown to be a "real" underwriter
doing business outside and main-
taining evidence of "an arm's
length relationship" with the

parent company, experts believe.
Mr. Bladesp whose firm is

estimated to be the second largest
Berrnuda captive-management
company, noted during his pres-
entation that "several of our Ber-

muda captives are participating
with Swiss Re, in addition to
London," as evidence of captives
going into outside markets.

Commercial

Union and

ARM call off

merger talks
TORONTO-Fred M. Reiss,

chairman of Englewood, N.J.-
based American Risk Manage-
ment, said here at the annual
ASIM conference that talks with

Commercial Union Assurance Cos.,
Boston, have been terminated.

For 15 months, ARM talked
with CU about the insurer's ac-

quisition of the captive specialist.
Mr. Reiss said nnerger talks

ended Tuesday, April 16.
It is understood that the halt in

negotiations was a unilateral de-
cision on Mr. Reiss's part which
was based on CU's final offer,
which he could not accept. The
decision was not based on finan-

cial chnsiderations, sources close

to the company said.
Mr. Reiss declined to confirm

or deny industry reports that
American Risk Management had
been asking over $20 million
from CU for the company.

ARM officials said, however,
that four other underwriters be-.

sides CU have approached ARM
about acquisition. ARM has sub-
sidiaries in the insurance bro-

kerage business and in the prop-
erty engineering and fire protec-
tion engineering business, but its
major endeavor is International
Risk Management, which sets up
and manages captive insurers and
operates a master captive of its
own.

Mr. Reiss told Blisiness InsuT-

ance that International Risk

Management now has over 60 cap-
tive clients, 45 of whom contract
for property engineering services
which have grown to a "substan-
tial" part of ARM's business.

At a discussion here on the use

of captives, Mr. Reiss said that
his company now manages rein-
surance pools "in all lines," an
expansion from the pools' begin-
nings in the fire, boiler and ma-
chinery, and inland marine lines.

He disclosed that the company's
loss prevention engineerjng ser-
vice operation now employs some
200 people who account for 80 %
of total dollar payroll. American
Risk Management now does busi-
ness with about 140 different rein-

surers, Mr. Reiss said. •

"I think you'll find more and
more Bermuda companies acting
as brokers on commercial busi-

ness, too," Mr. Blades predicted.
"A few are already participating
with the large national broker5,
some as the sole producing agents
for their business," he added.

Mr. Blades said there are four

reasons for expanding a captive

ASIM Conference
Report

subsidiary into a commercial
lines writer: to make the compa-

ny a profit center, to give the
captive substance as well as

form, to take advantage of reci-
procations, and to be in a better
position to know current market

conditions and the latest insurance

forms and precedures.

To get a captive ready for
the outside commercial insurance

market, Mr. Blades advocated a
minimum capital and surplus of
$2.5 million, in addition to estab-
lishing proper auditing and finan-
cial reports. "This has been a real
problem in Bermuda with some of
the auditors," Mr. Blades said.

He went on to note that in order

to write ouside business, a captive
should make certain that its busi-

ness with the parent company is
on a sound actuarial basis. The

captive should review its need
for reinsurance protection. It
should also find out if the parent
company will indemnify against
losses, and to what extent. And it
should get on the "approved" list
used by reinsurance markets.

"Some people deny that there
are such lists, but we know they
are there," Mr. Blades stated.

"Obviously the bulk of the in-
ternational underwriting is done
in London, and I personally think
it will be there for a long time to
come," Mr. Blades said, noting
that his company has introduced
about six Bermuda-based cap-
tives into the London market.

"If your captive is set up prop-
erly, you can be doing business
with the country (the U.K.) and
not technically 'in the country,
and you don't pay British taxes,"
Mr. Blades added.

"IF YOU'RE trying to write a
book of international business,
make sure you're within the IRS
definition of 'foreign' business,"
Mr. Blades urged.

Cyril Ranee, an officer of Ber-
muda Fire & Marine Insurance

Co., Hamilton, Bermuda, told
Business Insurance that the in-

ternational banks with branches
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in Bermuda are also starting to
form reinsurance corporations to
reinsure risks of captives, en-
couraged by the growing prospect
of good cash flow from this busi-
ness. Bermuda Fire & Marine has

a subsidiary called BF&M Manage-

ment Ltd., which manages about
23 captive insurers.

During the questioning period
at the captive session, Robert Lee
of Armco Steel's Bellefonte In-

surance Co. subsidiary noted that

Bellefonte figures it gets about a
17 to 18 % after-tax return on in-

vestment, making the captive
operation a most worthwhile ar-
rangement for Armco. Bellefonte,
he said, expanded into the Euro-
pean nnarket last year by
acquiring a French reinsurance

firm, accomplishing two things:
gaining access to the London

market for further large-scale
business there, and gaining stature
in the European Economic Com-
munity by having a company do-
miciled in France. •

The economic climate in recent years has required a wide choice of funding vehicles in order to achieve the best
investment results. Consider the flexibility we offer your pension or profit sharing plan through these separate
investment accounts:

Our Separate Equity Securities Account for long term growth through investment in a diversified portfolioof
common stocks of major, well established companies.
Our Separate Capita/ Growth Account for above average, long term growth from a diversified group of
equ ities, primarily common stocks of companies with above average growth rates.

- Our Separate Bond Account for better than average total return through investment in
high grade publicly traded bonds with strong emphasis on broad marketabil ity.
Our Separate Mortgage and Real Estate Account for a high rate of return from

investments in fixed income mortgage loans and real estate equities with
additional earnings potential through some participation features.
Or our Genera/ Account for attractive interest and annu Ity

purchase rate guarantees. FewTo find out more, contact our nearest general agency, regionai nndland
group pension office Or write Arthur J. Brockelman, lifeAssistant Vice President of Pension Marketing,

at our Home Office. New England Mutual Life Insurance Company,
501 Boylston Street, Boston, Mass. 02117

Ws time welooked into other investment vehicles, Stanley"
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Wallace lambasts

Fortune buyer survey
TORONTO-"My personal

overall reaction is considerably
more negative than positive," de-
clared J. Bransford Wallace of

his feelings about the Fortune
magazine survey of major corpo-
rations' views of property and li-
ability insurance.

Mr. Wallace, speaking on a
panel discussing the study at the
12th annual American Society of
Insurance Management, is presi-
debt of Armistead Miller Wallace
Inc.,insurance brokers.

He attributed his "rather harsh

judgment" of the survey to the fact
that he contended it was difficult

to interpret and doesn't contain
much significant information.

Mr. Wallace criticized Fortune

for sending the questionaire to

the chief executive officers of

corporations queried, resulting in
answers drawn from people not
entirely familiar with risk manage-
ment.

He also noted that widely vary-
ing interpretations of liberal ver-
SUS conservative underwriting
philosophies clouded the infor-
mation in the survey. (The For-
tune survey was reported fully
in Business Insurance Nov. 19,
19733

"IT IS MY feeling that catego-
rizing captives as self-insurance
within the framework of the

question (number 5 about eorpo-
rate risks self-insured through a
firm owned by our company)
had a negative effect on the re-

sponses and could account for an
unreliably low number of affirm-

ative answers to the questions,"
Mr. Wallace contended. He noted
that his criticism in this instance

stems from the sensitivity if the

issue of tax deductibility of pre-
miums paid into captives, which
"in most instances operate inde-
pendently and at arm's length
from their parent."

THE FORTUNE study reported
that only 7% of the top 500 in-
dustrial companies and only 1 %
of the second 500 said they used

captives for purposes of self-in-
surance.

Mr. Wallace went on to note

that risk managers' choices of

companies having the best multi-
line capabilities was indicative of
a "lack of attentiveness" by the

respondents, since Factory Insur-
ance Assn. and Factory Mutual
System were both prominently
mentioned and both are specialty
underwriters. •
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First State is the largest and oldest domestic com-
pany formed to write Surplus Lines, Special-Pur-
pose and Reinsurance Business.

And through the years we've created problem-solv-
ing insurance and reinsurance programs for busi-
nesses of every description - including over 500
of the world's major corporations. We've also pro-
vided them with continuity. Many have been clients
since our beginning - many, many more for over
twenty years.

First State... we're here now and shall be here in

the future... call us, we're ready to listen, ready to
create and assist in areas of common interest to

agents, brokers and their insureds.

MULTINATIONAL

PROPERTY and LIABILITY

MULTIPLE LINE THROUGH

AGENTS AND BROKERS

A + :A*AAA, Alfred M. Best, Inc.

FIN-KS'12 ST*FJ BI
R]WISCURAN©B 0© ]NI IP ANY

(a CAMERONT landHEOLBY activity)

60 Batterymarch St., Boston, Mass. 02110 • Telephone 617/357-8400

Wclter D. Woodard, outgoing president of The American Society of:nsur-
ance Management presented the prestigious 'resident's Awa-c -0 -rank
Hornby Jr., ins»/rance mcinager for J. P. Steve-ts & Co. Inc. Mr, Horiby was
honored for his distinguished service to ASI/* and h s contributiins to the
corcept of -isk -ninagement. Mr. Hornby 1-as served ASIM For some 29
years a: a nem ier of a mafor national commi-tee, or as 0-ficer D-: the na-
tional organization or a local chapte: He was ASIM.'s firs- repr.sentative
at a Nztional A:sn. of Insurance Commissioners meeting. At .. F. Stevens,
Mr. Hc,nby is responsible for insurance and -isk managerrient as well as
emplo·/e bene:its, loss prevention, safety, p-/perty, casua ty and marine.

New targets for product
safety to be announced

TORONTO-The Consumer

Product Safely Commission will
announce shortly as its target
prcduess book matches, lawn
mowers, swimming pools and ar-
chitectural glass, based on injury
rates compiled from the daily re-
ports cf 119 hospital emergency
rooms nationwfde.

David Schmeltzer, assistant

general counsel for CSPC, said
CSPC will accept offers from any
interested per:cn or  company
who wish to help in the formula-
tion of safety standards for the
produess, in Line with its inten-
tion to "use existing expertise in
each product area in developing
standards."

Mr. Schneltzer, who addressed
the consumer product safety ses-

FiRE' I.)ta,M,6.:*•40,/,DS,n..
L

sion .f she 12th annual confer-

ence cf the American Scciety of
Insurance Management nare, was
introd.iced by moderator Bryant
H. Balcom, secretary of Royal
Globe Insurance Cos.

Mr Balcom said that in the
1960s, there were 50,000 product
claims outstanding, bi: today
there are 500,000. The average
claim is up to $25.000. rempared
with S]0,000 in the last decade,
he ncted. "I predict there will be
a million claims outs:anding, at
an average of $50,000 by the end
of this century," he added.

"I feel that 45% of all product
claims are phony .., There is a
whole army of people out there
who want to file claims," he
charged. .

00)994C67,
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NOT al Burned...

NOT all Lost

NOT when you call USCO!

mi or
NEFIC RK

Whe, fire s:rikes, there may well be more widespread damage fro-n
smoke and water than from the flames. But USCO's fL,// salvage ser-ice
- . fat sa#vage service . can retr eve dollhrs nat could otterwise be

gone foreer.
B call, day cr night, to any of USCO'522 3ffice., and aarehoL ses

across the country. will put such inportant JSCO se-vices as trese o
work fol yoL at once - services tailored to rreet you'r loss:

Femoral & Storage Evaluation of Loss & Oamage

Feconditioning Expert Consultation

Inveltir·/ Control Macimum Net Returr on Sales

WI-ether you are an independent or staft adjuster, an insurance
compan, 21:ims or corporate risk nanager, a :211 to JSCO is the wi:e
mive tc keep all from being lost.

Send for Free Carly of Saltor Cperat;ng Princip'es

UNDERWRITERS SALVAGE COMPANY
OF NEW 'rONK

HEADQUARTERS: 125 ENTIN RD., CLIFTON VII. · 201·779·5454 · 212-966-5454

Therf«

»Qdrick Action Company



IN LINE WITH the importance
of proper valuation and appraisal,
Mr. Pinkham noted, is the impor-
tance of watching currency fluct-
uations, the revaluation and

devaluation of the dollar. Mr.
Carbino asked which currency-
domestic or foreign-is best in
terms of insurance. Several panel
members answered that "it de-
pends essentially on how you
would replace a loss."

The question of insuring for-
eign exchange risks, posed by
Prof. Kailin Tuan of Upsala Col-
lege, who was in the audience,
was at first disregarded by pan-
elists. "In a centralized-control

multinational company, it would
seem to be a straight business risk
to be handled by the financial of-
fice, rather than insurable," one
panelist answered.

Prof. Tuan challenged them,
noting that if insurance com-
panies are unwilling to under-
write the risk, government-regu-
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Live/y international session views foreign risks
TORONTO-The need for con-

stantly updated appraisals of for-
eign assets, currency fluctuations
and inflation, and a wide range
of foreign insurance problems
sparked lively discussions at the
international risk management
problem clinic at the 12th annual
conference of the American Soci-
ety of Insurance Management
here.

A panel of nine international
specialists from corporate risk
management departments, bro-
kers and insurance companies ex-
plored the technical questions
before an audience of about 300.

Moderated by Burton J. Carbi-
no Jr., risk and insurance man-
ager at Schlumberger, Ltd., the
panel included: William Crowley,
secretary at AFIA; Jerome Kart-
er, marketing manager at F. M.
Insurance Co. Ltd.; Michael J.
Twomey, senior vp at American
International Underwriters Corp.;
Paul Pinkham, vp at Johnson &
Higgins; William B. Baxter, risk
manager at J. C. Penney Co.;
William J. Manson, Jr., vp at
Marsh & Mciknnan Inc.; William
E. Bray, vp at Alexander & Alex-
ander; and John Pritchard, vp-
international at Fred. S. James &
CO.

"WITH RAMPANT inflation,

it's most important to keep insured
values current," said Mr. Twom-
ey. He and Mr. Baxter indicated
that after checking they did not
find any property insurance car-
rier abroad providing a free ap-
praisal services similar to U.S.
insurers.

"However, there are a number
of professional appraisal services,
some in western Europe, for
example, working on a cost
basis," Mr. Bray noted. Mr. Pink-
ham added that while updating
is important, it is not as difficult
as some risk managers think.

"I feel that getting rid of ex-
tensive coinsurance solves the
first big step," Mr. Pinkham said.
Mr. Baxter noted that Penney's
"blankets everything up" in
order to get rid of the coinsur-
ance provisions. "To have a prop-
er valuation at the time of a
loss it is also important to sit
down in advance with the under-
writer to determine how you
would face a loss," he said.

Mr. Bray used the example of
a loss in a U.S. company's Ger-
man location, where no up-to-
date insurance inventory was

available and the valuation orig-
inally estimated by the company
at 40 million deutschmarks

dropped to 7 million deutsch-
marks. "If there is no insurance
inventory available how do you
calculate the value of the loss?"
he said.

lated agencies might very likely
include such coverage in a pro-
gram akin to the Overseas Private
Investment Corp.

Mr. Pinkham added that there
is a clause in some foreign insur-
ers' policies that temporarily pro-
tects the buyer when the currency
fluctuation results in a coinsur-
ance deficiency and a fortuitous
loss occurs. Mr. Crowley noted that
most of AFIA's DIC losses have
been because of a coinsurance de-
ficiency in the original policy.

ARE STANDARDS of construc-

tion for overseas properties prom-
ising improvement? Will Western
Europe become more responsive to
the priority of a safe building?
members of the audience asked.

Mr. Baxter said the highly-
protected-risk standard has been

exported recently to Penney's
overseas locations, noting that "we

are major self-insurers of build-
ing contents." Very strict fire
prevention standards are being
enforced in Belgium as a result of
a severe fire several years ago, he
added, noting that the shortage of
water supplies in western Europe
is usually the biggest fire preven-
tion problem.

Mr. Karter noted that FM uses
its own set of standards and tries
to work with 1ccal laws overseas.
"We haven't seen any immediate
changes overseas, although the
NFPA (National Fire Protection
Assn.) standards seem to be
making some inroads," he added.

Mr. Carbine asked whether a
change from FM standards to
those of a different carrier usual-

ly means cbstly equipment instal-

lations in foreign locations. Mr.
Pinkham said, "If you're. under
NFPA standards, you're proba-
bly within range with the local
laws. There is a rapidly growing
concept of the HPR in Europe
and a strong trend for new con-
struction."

MR. PRITCHARD noted that
"from the vista of South America
there has been a tremendous
growth of basic protection, espe-
cially in Brazil. It may not be fancy
and it's not what we have here, but
it does encourage planning ahead."

How can the risk manager en-
courage his company's manage-
ment to install protection in a
foreign location when its capital
investment is low! Mr. Karter,
suggested approaching the prob-
lem from the point of view that

\ove

the company probably expects
the branch to at least establish its

foothold in Belgium, or some
other country for example, and
"the sprinkler investment now
would be much better than hav-
ing the foreign location, however
small, burn down."

Mr. Crowley said AFIA consid-
ers engineering for foreign plants
to be "an increasingly important
factor, because we want to write
a more profitable book and be-
cause we want to help risk
managers reduce losses."

"Higher retentions now than
even a year ago make engineer-
ing increasingly important," he
added. Mr. Pinkham noted that

American companies are at the
forefront of efforts to get engi-
neering services, "not just be-

Continued on page 48

The Group group at Prudential
can help you find a piece of the Rock thatll

make your employees love you.
A good group insurance package will

do wonders for employee relations.
But just how good your group coverage

is, in the eyes of your employees, often
depends on the question, "How long will
I have to wait for my payment?"

Not long. Last year, a full-time staff of
more than a thousand Prudential Group
Claim people in 40 offices from coast to
coast paid more than 90% of all group

\/1/

health claims within 10 calendar days of
receipt. Prudential paid almost $4,000,000
in life, health and disability claims every
working day.

For further information about speedy
claim service-and all the other things
Prudential can doto makeyouremployees
love you-talk to your Prudential agent or
broker...or call the Prudential Group
Office or Home Office nearest you.

Prudential
Group Insurance
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International session ...
for almost five years, with regu-

has offered boiler and machinery
coverage in the United Kingdom

lar inspections. He added that the
coverage is available on an indi-
vidual risk basis all over the
world.

Continued from page 47
cause risk managers want it, but
because you are demanding it."

Mr. Carbino said he foresees a
great future for product reliabil-
ity engineering, although Mr.
Bray said there does not appear
to be any casualty engineering
available in western Europe

We are
proud to

present our
man in

Chicago.

His name is Don Kline.

And he brings with
him more than 20 years
experience with Blue
Cross, as an expert in cor-
porate health service
benefit programming.

Now, we' re proud
to say, he represents
us, the Blue Cross Plan

today.
On a question of boiler and

machinery coverage Mr. Twomey
said AIU has adopted some stan-
dards although not the Hartford
Steam Boiler standards yet. Mr.
Crowley noted that AFIA works
with Hartford Steam Boiler as a
reinsurer. Mr. Karter said FM
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of Rockford, here n Chi-
cago. If you're interested
in a corporate benefit
program, get in touch with
him: Don Kline, Vice-Presi-
dent of Marketing.

You'll find him in

our new office, 625 North
Michigan Avenue, 337-
7070.

®

The Blue Cross Plan of Rockford
Illinois Hospital and Health Service, Inc.

Looking
for a

new

spedaly
market?

Check out

WHO PROVIDES better service
-a multinational broker, foreign
broker or correspondent of a U.S.
broker? Mr. Baxter said, "I have
found that I get better service if
I work through the local foreign
broker or a U.S. multinational

broker with an office near the
overseas location, rather than a
correspondent.

"If the correspondent has to do
all the work and then split the
commissions with an American
broker he usually won't finan-
cially be able to service the ac-
count as closely as I might want
him to," he added.

Mr. Pritchard disagreed with
Mr. Baxter. "There are some
very fine correspondents. And
sometimes a broker seeking to
expand overseas finds local indi-
genous firms which are very so-
phisticated and who just don't
want to be owned," Mr. Pritchard
stated.

On the subject of kidnap-ran-
som insurance and executive se-
curity, Mr. Carbino said "there
has been and is a market in Lon-
don, plus underwriting by a lead-
ing U.S. carrier."

MR. TWOMEY said AIU has
been writing kidnap ransom risks
overseas, and American Home has
been doing the same in the U.S.
"We are planning a combination
approach for these two so that
the coverage will be truly world-
wide," he added.

Mr. Carbino said that while "it
is tough to get the cover in Ar-
gentina, if you buy on a multi-
country basis, it is possible. The

nt

rating is similar to the travel-
accident policy, with an addition-
al 10% premium covering im-
mediate families."

"Make sure you shop this in-
surance because the rates are
fluctuating," Mr. Carbino noted,
"but there is a market and usual-

ly if you shop around you can get
what you want." He added that a
corporate plan for executive se-
curity is important, too, and
suggested that risk managers
give serious consideration to the
executive security seminars

available.

The use of non-admitted DIC
coverage, which could be a seri-
ous breach of the law with severe
consequences for the corporation
that is found out, seems to be a
necessary evil, especially if the
exposure to loss is substantial
and has to be protected beyond
the local capacity, panelists said.

MR. CROWLEY noted that "the
same is true with umbrella cov-
erage, but you really have no al-
ternative." Mr. Twomey and

other panelists suggested an in
depth consultation with the cor-
poration's certified public ac-
countant, chief financial officer,
and legal authority before

making any decision to circum-
vent local laws in a foreign coun-
try.

Mr. Pritchard noted that if the
local policy fails, and the govern-
ment finds out about the DIC or
the umbrella, the corporation is
subject to a severe penalty.

Although none of the panelists
had heard of any case of penal-
ties enacted against a multina-
tional corporation, one noted "it
is difficult to get the premiums
back into the country after the
loss." The government can make
it really difficult, Mr. Pritchard
added. •

You know there are times when you need a source for those specialty lines...
as well as for innovative and complete insurance programs, especially when
they involve credit-related insurances.
That's where Stuyvesant comes in... The founders of The Stuyvesant
Insurance Company saw a special need for fire insurance in the New York of
the 1850's. Ever since, Stuyvesant Insurance Group has emphasized those
coverages not generally available in the industry. Today, Stuyvesant fields a
complete range of specialty lines, in addition to custom-designed coverages
for limited markets, lines and products, including...

• New products-for emerging market areas.
• Excess and Surplus lines-for highly specialized and experienced agents.
• Reirsurance-for specialty and capacity requirements.

Have a new program and need a specialist to write it?
. . . Check out The Stuyvesant Approach to specialty lines programs for
Managing General Agents. Rely on a substantial (Best's rated A-AAAA),
experienced and reliable specialist to develop an innovative program tailored
to your needs.

For more nformation about The Stuyvesant Approach to your specialty lines
programs, describe your requirements by writing or calling collect... Walter
A. Taylor, Director of Agency Marketing. Telephone 215-437-8361.

Stuyvesant Insurance Group
EXECUTIVE OFFICES 1105 Hamilton Street. Allentown, Pennsylvania 18101

REGIONAL SALES MANAGERS:

Richard· C Howard - 434 Union Street, Hudson, New York 12534
Darrow R. DeCarto - 2865 East Coast Highway, Corona del Mar, California 92625
Russell J. Varady - South Del<alb Oftice Park, Suite 140, 3009 Rainbow Drive,

Decatur, Georgia 30034

ASIM focus

to improve
dialogue on
two fronts

TORONT 0-Improving com-
munications on two fronts-with
society members and with the in-
surance industry-will be the big-
gest challenge facing ASIM's new
officers, according to this year's
president, E. William Altstaetter.

"Sometimes it's difficult to get
your message through," Mr. Alt-
staetter explained at an ASIM
press conference here. "We're
faced with the same problems as
other organizations in this area."
But by increasing the "personal
involvement" of members in their
ASIM chapters and the national
society, the risk managers' society
will continue to grow.

"I don't think the communica-
tions problem is so much a lack of
interest as that you have to get
people's attention and develop
their involvement," the president
said.

Walter D. Woodard, the outgo-
ing president of ASIM, noted that
the primary allegiance of society
members is to their respective
companies as risk managers, and
this creates diversified interests
within the membership.

"ASIM IS A voluntary organi-
zation of some 2,200 members who
represent employers. This group
may appear lethargic at times, but
that's because it's so diverse in
interests, and represents so many
companies."

Mr. Woodard added that he was
"very encouraged by the response
to the programs we've put togeth-
er," for the Toronto conference.
"The contents of the meetings have
been most effective, and the at-
tendance has increased over the
previous year. The feedback I'm
getting appears to be on the posi-
tive side."

Mr. Woodard noted that "this
remains a working conference, and
that is a continuous challenge to
US..

Berry L. Griffin Jr., vp of the
ASIM conference for 1974-75, said
that the society would continue its
drive to improve communications
with the insurance industry.

"One of our prime efforts is to
see that the society is designed to
the risk managers needs," he told
reporters, "and this means putting
our thoughts across to the insurers
about how they can improve their
product."

ASIM would continue its in-
volvement in the legislative area as
well, Mr. Griffin said.

"THERE'S NO AREA of legis-
lation that touches upon risk man-
agement that we won't be involved
in," he commented. The society
would continue its support, for ex-
ample, of 'state workmen's com-
pensation reforms.

Working with consumer groups
will also be part of the ASIM
communications program, Mr. Alt-
staetter added.

"We recognize this growing con-
sumer attitude and we intend to
move ahead, continuing to work
with these people. We've estab-
lished a number of good relation-
ships and we think it's important
these continue."

Commenting on the speech by
United Auto Workers president
Leonard Woodcock, who told the
conference members that unions
were risk managers too, Mr. Alt-
staetter said "I don't see us work-
ing with the unions in a more
structured communication. But I

see more communications in this
area than ever." •



Insurer sees less group and more
tailored employe benefits in future

TORONTO-Group life insur-
ance will become a less signifi-
cant employe benefit in future
years, as more emphasis is put on
benefits tailored to the changing
needs of workers at different age
levels and in various life stages.

Gary F. Burt, speaking at the
12th annual American Society of
Insurance Management conference
here, also indicated that part of
this tailoring of benefits will in-
volve significant changes in group
policies. Mr. Burt is director of the
group division of Aetna Life and
Casualty Co.

Aetna is "giving a lot of
thought" to group life plans pro-
viding different sets of options.
One for young employes and a
second for workers with families.

Still a third set of options would
be available to employes nearing
retirement, or whose children are
grown.

HE SUGGESTED such things

as a survivor income option at
the time employes have new elig-
ible survivors. "By changing the
potential benefit to monthly in-
come related to a percentage of
final salary, but with contingen-
cies for ending the benefit pay-
ment on remarriage of death of
the survivors, and including other

Calif. hopes
to solve work

comp issues
tor all states

LOS ANGELES-The National
Commission on State Workmen's
Compensation has not tackled
some of the really complex prob-
lems in state workmen's compen-
sation, the executive director of
the National Program to Improve
State Workmen's Compensation
said.

Clarence G. Johnson thinks the
California Workmen's Compen-
sation Commission has the talent,
time and money to come up with
answers to these stubborn road-
blocks such as permanent partial
disability payments. "Hopefully,
our answers will help the whole
country," he said.

AFTER 30 years of inadequate
attention in some states, compen-
sation reform will cost money,
Mr. Johnson added. But the

amounts will not be prohibitive,
especially if the systems are to-
tally reformed.

As recommendations for im-
provements mount, he said, it is
more important to look at reform-
ing the complete state system. "To
balk at the cost of modernizing a
state system is to eventually defeat
the whole system."

The cost can be predicted rath-
er accurately by rating the state
organizations. Also, the cost of
workmen's compensation proba-
bly will rise over the current less
than 2% of payroll, Mr. Johnson
said.

If handled judiciously, the ad-
ditional cost involved can be con-

trolled and we can still keep
within the social requirements,
he added.

The National Conference of
Commissioners on Uniform State
Laws has appointed a committee
to draft a uniform state work-
men's compensation law, but the
committee has been inactive so
far, Mr. Johnson said. •

features which target this need
more directly, it is possible to pro-
vide greater benefits for the sur-
viving family than is possible with
a single sum benefit," Mr. Burt
noted.

ASIM Conference
Report

A further set of options could
become available when an em-
ploye reached age 55 or had a
youngest child reach age 22, Mr.
Burt continued.

"If he is concerned primarily
with estate preservation," Mr.
Burt said, "providing cash for his
wife and the payment of estate

taxes, perhaps a return to the
single sum benefit related to his
salary is indicated. Or if his
accumulated assets have estab-
lished a base of financial security
for his wife, why not offer hinn
an option of a reduced single sum
benefit, perhaps a flat amount of
one-half or one times salary,
with the remainder of the contri-
bution you would have made
toward life insurance directed to
a widow's option arrangement,"
he suggested.

Mr. Burt called on the insur-
ance industry as a whole to re-
examine traditional group life
insurance and options to fit the
attitudes and expectations of the
employes "who are supposed to
benefit."

This restructuring of group life
insurance options, he said, will be
a response to the growing impor-
tance of other benefits such as
disability coverage, health insur-
ance, pensions, dental insurance,
savings plans and profit-sharing
plans.

The average company present-
ly spends as much as 30% of pay-
roll on employe benefits, of which
only 8 % goes for group life in-
surance, Mr. Burt said.

FURTHER, he noted a recent
study of executives showed Amer-
ican business receives only about
a 66 cent return on investment for

every dollar spent on group life
because of a low recognition of
the value of company-paid bene-
fits provided.

If this trend continues un-
checked, group life insurance
may be destined to become the
most unappreciated employe ben-
efit of this decade," he predicted.

Mr. Burt noted that group life

Prof*t ev
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insurance has reached the point
where it frequently provides ben-
efit amounts up to two or three
times pay. "In my own company,
the average certificate is about
$10,000 per employe," he added,
noting that total group life insur-
ance in force is up to $6000 billion.

"As one of the favorite play-
things of Congress, Social Secur-
ity will undoubtedly continue to
provide every increasing survivor
benefits," Mr. Burt predicted. But,
he added, "Even with the combi-
nation of group life insurance and
Social Security, a portion of the
employe's basic needs remain un-
filled."

Mr. Burt urged employers to
send each employe a benefit de-
scription periodically, and to "have
him re-elect or confirm benefi-
ciary designation-anything to get
him actively involved in the bene-
fits you are providing."

an annual employe benefit state-
ment he said. •

Michigan Mutual has been helping policyholders keep abreast with their respon Ihe
sibilities under the federal Occupational Safety and Health Act-OSHA
-ever since the Act became law. policy behind
Our safety consultants have put together a program which shows
step-by-step how your company can actually increase profitsthrough our S

loss prevention.
We're a business insurance leader because we understand the needs makesthe
of business and industry and do our best to meet them.
Let us put our ideas and experience to work for you. difference.

1VIichigan Mutual
Insurance Group

Michigan Mutual Liability Company
Associated General Insurance Company
Home Office: Mutual Building • Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis,
New York, St. Louis, St. Petersburg
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IF THERE'S A WAY

TO IMPROVE CARGO COVERAGE

YOU CAN BET TALBOT BIRD WILL FIND IT

What separates the men from the boys ti- ase days is the
ability to make a quick decision and change course when a
new opportunity appears. So if you want 3 imorove your
cargo coverage take a hard look at us. We 1- ave Gutstanding
specialists on our staff who can help you innovap with cov-
erage, service and imaginative insurance ideas. We expedite
with expertise.

TALBOT, BIRD & CO., INC.
156 William Street, New York, N.Y. 10038

COMPANIES INCLUDE:

CALEDONIAN INSURANCE COMPANY • CHRISTIANIA GENERAL INSURANDE CO.PORATION OF N.Y.
EAGLE STAR INSURANCE CO., LTD. • MARYLAND CASUALYY COVANY

NORTHWESTERN NATIONAL INSURANCE COMPANY · SERVICE FIRE INSURNCE C DMPANY OF NEW YORK

SWITZERLAND GENERAL INSURANCE CORPORATION OF NEW'r•)RK

THE YASUOA FIRE & MARINE INSURANCE CO.FANY OFAhER DA

Employe benefits communications award winners (from left) were Mario
Catuogno, benefits manager for Metrcmedia Inc.; James Dunham, A.S.
Hansen Inc., consultants; George Heiring, consultant with Hewitt Assoc.;
John Lamantia, Lever Bros.; David Caughlan, DeSoto Inc.; Richard Harvey,

Pfizer Inc.; and Leonard Zimmerman, Kwasha Lip-on Inc., consultants.

Benefit award winners
named at conference

TORONTO-DeSoto Inc., and
its consultant, A. S. Hansen Inc.,
took top honors in two categories
of employe benefits communica-
tion competition.

Awards were presented here at
the 12th annual American Socie-

ty of Insurance Management con-

ference by the competition's
sponsor, Business Insurance mag-
azine.

First place awards went to De-
Soto for its employe benefits
booklets and its audio visual

presentation. In the two other
communications categories, Pfiz-
er Inc. of New York won top
prize for its total communication,
and Hunt-Wesson Foods Inc. of

Fullerton, Ca. took the highest
award for its personalized corre-
spondence program.

Hewitt- Assoc., a consultant
firm in Deerfield, Il., was also
given an award for its work in

-ie's married, has two

children, a nice house, and

a medium-priced car. He's a

good mixer, often active
n church affairs, and a hard-

working, trusted employee who
has had several promotions.

He's just like a million other
young men except for one thing.
-le's a thief.

Maybe you can't do much to stop
lim but you can protect your com-

Dany from a damaging loss (and
-naybe save your own job, as well)
with adequate Honesty Insurance.

Ask your insurance agent or
3-oker about the protection

alorded by this valuable
rsiranee. Also, you might like
o write us for a copy of our
-ree booklet: "Embezzlement

Dortrols for Business

Enterprises."

Fidelity and Deposit Co.

Nation's leading bonding experts (2*t=)
Balt more, Md. 21203

preparing Hunt-Wesson's person-

alized correspondence package.
In the total communications

category, second place awards
went to Coats & Clark Inc. of

New York and their consultant,
Marsh & MeLennan. Johnson &

Jlhnson of New Brunswick, N.J.
p.cked up the third prize with
their consultant, Edward Nayor
Productions.

SECOND PLACE in the audio
visual presentations went to Lever
Brothers Inc. of New York and to

their consultant Hewitt Assoc.
Metromedia Inc. of New York and

Pfizer tied for third place. Metro-
media's consultant, Kwasha Lip-
ton, also received a prize.

Equibank, N.A. of Pittsburgh
took second prize in the booklets

category along with its consult-
ant, Towers Perrin Forster & Cros-
by. Third place went to Squibb
Corp. of New York and its con-

sultant, Hewitt Assoc.
In the personalized corre-

spondence category, First Nation-
al Bank of Chicago won second

place with its consultant Hewitt
Assoc. Pfizer picked up the
third prize for a total three
awards in all.

Five judges from the commu-
n.cations ar-d advertising field
considered almost 100 entries in

the annual competition. The jud-
ges were: Winthrop Clement,
chairman of the board of Cle-

ment & Ganfield, New York;

Theodore Barash, Ted Barash &
Co., New York; W. Barry McCar-
thy, director of corporate corn-
munications, The New York

Times Co.; and James V. O'Gara,
editor-at-large, Advertising Age,
New York.

SIDNEY R. Bernstein, chairman
of the executive committee of

Crain Communications, said at
the awards presentation that "the
best program of employe benefits
can fail to fulfill its mission if it

is not supported by a communi-
cations effort which is completely
and professionally handled.

"In dealing with employe ben-
edits," Mr. Bernstein added, "the
most important communications
problem is to tell your employes
what you are doing, in the most
sfraightforward, easy-to-under-
stand manner.

"But that's only half your com-
munications job," he noted. "The
other half is to explain why each
employe benefit is set up as it is
... and in general to try to de-
velop a positive force for creat-
ir-g rapport between management
and workers and a real attitude

of appreciation is developed." •
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Speaker predicts 1975 passage of health bill
TORONTO--While pressures are

building in Congress for passage of

a national health insurance bill,
this year "chances are that some-
thing will pass in 1975," predicted
one insurance broker at the ASIM

conference.

"It's somewhat possible that a

bill will come through this year,
but Congress is pressuring to get
back home and campaign," said
Joseph Holtzer, senior vp for
Marsh and MeLennan in New

York.

If a bill passes before this fall's
elections, "I think it would re-
semble the Kennedy-Mills bill
the most," he added. "In my
opinion the Kennedy-Mills bin is
politically the most important

bill. Politically speaking it's po-
tent."

The Kennedy-Mills bill, intro-

duced in early April, is consid-
ered by many legislators to be a
compromise between the Kennedy-
Griffiths proposal and the admin-
istration's health insurance bill.

AN IMPORTANT aspect of the
Kennedy-Mills bill is its "signifi-
cant role for private health in-
surance," Mr. Holtzer noted.

Timing of the congressional

elections and the nation's politi-
cal atmosphere are affecting la-
bor's endorsement of the bills

already before Congress, Mr.
Holtzer pointed out. Major un-
ions like the United Auto Work-

Approval of
dental plans
dependent on
good control

HARRISBURG-Until Pennsyl-
vania insurers come up with some
good "quality control programs"
for dental plans, the plans them-
selves and rate hikes will not be

approved, according to William J.
Sheppard, acting insurance com-
missioner.

Speaking at the first confer-
ence on quality dentistry last
month, Mr. Sheppard told the
group of dentists and insurers
that it is the responsibility of the
insurance companies, regulatory
agencies and dentists to insure that
consumers get improved. dental
care. He advocated statewide

standards and applications for the
final approved dental plan.

MR. SHEPPARD noted that for

years Pennsylvania "was caught
in an almost unstoppable upward
spiral and our experience with
Medicare has shown that the in-

fusion of dollars without attendant

quality control only serves to
worsen the problems. The Medi-
care experience also proves that
existing controls are sadly inade-
quate. This is why we need a good
cost and quality control program
for dentistry before dental insur-
ance becomes commonplace."

He stressed that there should be

a provisi6n to insure that dental
work done was actually necessary
and of the best possible quality.

A provision assuring that pre-
ventive services such as periodic
checkups, cleaning and fluoride
treatments should be included in

the quality control program.
He added that there should be

a provision in the plan to limit
the amount of x-rays given to a
patient, adequate measures for
follow-up treatment; auxiliary
personnel available and the ini-
tiation of effective educational pro-
grams for all dentists involved. •

ers and the AFL-CIO are still

steadfast in support of the Ken-
nedy-Griffiths bill, which would
take health coverage out of the
hands of private insurers.

"Maybe they feel that ' if they
have enough of their representa-
tives elected in the fall they can
have a veto-proof bill passed

ASIM Conference
Report

closely resembling the Kennedy-
Griffiths bill," Mr. Holtzer said.

But the Kennedy-Griffiths bill,
along with the Long-Ribbicoff
bill and the American Medical

Assn.'s Medicredit proposal "have
virtually no chance of being
passed," the broker added.

The growth of the medical care

e

industry "leaves no doubt that
the issue of health insurance is a

big one, Mr. Holtzer commented.
Because of all the attention in

this area, eventual passage of a
national health insurance bill 'fis

a virtual certainty."

MR. HOLTZER noted that in

1929 about 3.6 % of the nation's

gross national product was relat-
ed to medical care costs. By 1973
medical care accounted for 7.5%

of the GNP. And at the current

growth rate, medical care could
take up 10% of the GNP before
the end of the century.

Under national health insur-

ance "employers' costs are going
to rise tremendously," Mr. Holtzer
said.

"But nobody's come up yet
with any cost figures." The ef-

fects on the insurance industry

could be substantially more pain-
ful. Canada's health insurance

precedent, however, makes it

look unlikely that the private in-
surers could be badly hurt, he
noted.

Whenever national health in-

40'*Al •44&
t IVD s

surance legislation is passed, em-
ployers will have "at least a
year" before they must comply
with it, the broker added. "They're
talking about July 1, 1976 for the
effective date of the Kennedy-Mills
bill," he said.

MATTHEWS-DANIEL

COMPANY
7015 GULF FREEWAY, SUITE 232

P.O. BOX 26836, HOUSTON, TEXAS 77032
TELEPHONE 713 644-1971

SURVEYORS • ADJUSTERS

DRILLING RIGS • WELL SERVICE UNITS

SPECIALIZED PETROLEUM SERVICE EQUIPMENT

COMMERCIAL HULLS • OFFSHORE STRUCTURES

Have oneonus.

WEW
moPERTY

Insurance Company of North
America wants you to have a copy of this
major new survey recently completed
by Fortune Magazine's Market Research
Department.

How MajorIndustrial Coiporations
View Property/Liability Insurance is

"must" reading for everybody who has
anything to do with insurance.

It's 70 pages long, and shows
exactly how executives associated with
the top 500 U.S. corporations feel about
insurance companies.

For your free copy of this important
new survey by Fortune'sMarketResearch
Department, write to Frank E. Raab,
President, Insurance Company of North
America, Philadelphia, Pa. 19101.

INA INSURANCE COMPANY
OF NORTH AMERICA
AN INA CORPORATION COMPANY

LIFE INSURANCE COMPANY OF NORTH AMERICA • PACIFIC EMPLOYERS INSURANCECOMPANY • INA REINSURANCE COMPANY
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Once again, on July 22, the editors
of BUSINESS INSURANCE will pre·
sent their exclusive special issue de-
voted to listing the profiles of this
country's leading commercial insur-
ance agents and brokers.

The profiles will contain valuable in-
formation about the size, scope of
operation, number of employes, in-
come, premium volume and special
services of insurance brokers and

.L

agents who have responded to a spe-
cially prepared questionnaire.

This publishing exclusive-which last
year was an advertising sell out-is
sure to attract the largest number of
buyer/seller readers ever assembled
as an audience of an insurance pub-
lication. The profiles will serve as
reference for buyers, underwriters,
sellers and others for at least one

year, in making it a long-lasting sell-
ing opportunity for your services.

WHO WILL BE READING THIS ISSUE?

• Over 58,000 corporate insurance buyers in the 16,500 most
important U.S. corporations (employing over 44 million workers)

• Over 26,000 insurance agents and brokers

• Thousands of financial, association, union, consultant, and
government readers

This means that thousands of corporate insurance buyers and financial ex-
ecutives will be reviewing these profiles while they are in the process of look-
ing for brokerage services, and thousands of insurance agents and brokers
will be reading their own profiles and those of their competitors. Many other
readers involved in risk management, employe benefits and other asset con-
servation functions will be using this issue as an important buying guide.

Your advertising message-dominant and well directed to this influential
Business Insurance audience-is sure to bring you reader attention and
buyer action.

Remember, the profiles appear on Juiy 22; ad closing July 10.

Take advantage of this invitation to reserve your ad space now.

business insurance
NEW YORK: 708 Third Avenue, (212) 986-5050 *ABP
CHICAGO: 740 Rush Street, (312) 649-5275
LOS ANGELES: 6404 Wilshire Blvd., (213) 651-3710
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Walter D. Woocward, outgoing p-esident of ASIM, addresses his fin,11
board of d'rK-O-5 meeting in -cron-o. Mr. A tstaetter, ne/ ores dent o:

-he grcup, is to the right of the podium.

ASIM elects officers

votes name change
TORONTO--The American So-

ciety of Insurar.ce Management's
beard of diractors elected E. Wil-

lian Altstaefter, director of in-
surance and risk management for
Rockwell International Corp. in
Pittsburgh, president 03 the group.

Also elec:ed officers for the

1974-75 term were: first vp-Dan-
iel E. Sullivan. manager of insur-
ance and prcperty taxes, North-
ern Elec:ric Cc. Ltd.. Montreal;
vT of communications and re-
search-Joe E. Brifges. risk man-
ager-director of corporate insur-
ance, AMFAS Inc., Honolulu; vp-
conference-Berry L Griffin Jr.,
manager: insurance, Hughes Air-
craft Co, Los Angeles; vp of
member aff airs and secretary-
Burton J. Caroir.0 Jr.. risk and in-

surance manager, Echlumberger
Ltd., New Ycrk; vp d public af-
fairs-Pail Kipp, m:nager of in-
surance, linked States Gypsum
Cc., Chicago; vp of technical serv-
ices-Robert S. Spencer, vp of in-

surance, Fugia Indusir.es Inc., At-
lanta; vp and treasurer-Ralph

Gentry, insuran De manager, The
Times-Mzrror Co., Los Angeies.

Directcrs alac voted a change
in Ron Judd s ritle tc executive

director of ASIM.

In addition to electing new 01 -
ficers a name change was voted by
the board of directors.

If approved by the general
membership, the associatior. wourt
change its name to Risk and Ir-
surance Management Society In 2
(RIMS) soon after Jan. 1, 1975.

Members of the society wculf
have to vote approval of the ne•v
name by a simple majority. The

bcard of directors appro ed the
change by at least a two-thu·ds
majority .

Actuarial division

Booz, Allen & Hamiltcn Inc.
management consultants; an-

ncunced the formation of a ner

divisicn, Booz, Allen Consulting
Actuaries, which will be headquar-
tered in Newport Beach, Ca. The
division will provide actuarial ser-
viees in tne life and casualt> insur-
ance and employe benefit. areas
with emphasis on all-lines applica-
ticns. Cordination with the man-

agement consulting operat.ons cf
Booz, Allen & Hamilton will k
maintained through th€ Sar. Fran-
ciEco offioe of the firm.

Cayman
Underwriters

Services, Limited

Managers of

Cffshore Insurance Companies

(exclusively)

P.O. Box 1068, Grand Cayman, B.W.I.

Phone 9-6344, Telexi CP321 CAYUNDSER



X

business insurance, May 13, 1974/53

Security depends on c/ose check of newcomers
TORONTO-Upgrading the

caliber of a company's emp16yes
is a top-priority measure for im-
proving any security system, a
trucking industry security direc-
tor said here at the 12th annual

ASIM conference.

About 85 % of all thefts in the

motor carrier industry are attrib-
utable to employes, Carroll J.
Hunt of the McLean Trucking
Co. told a session on property se-
curity. So job applicants should
be studied carefully if a company
wants to keep down the amount
of stealing done by employes.

"This, of course, is a cool}era-
tive venture between security
and personnel," Mr. Hunt said.
He added that job applicants at
his company are reviewed in a
number of ways for security pur-
poses.

"It is interesting to observe a
room full of prospective employ-
es as they listen to a personnel
department representative ex-
plain our requirements and qual-
ifications," he noted.

"SOME QUIETLY leave when
fingerprinting is mentioned-
others at the mere thought of a

driving record check."
Mr. Hunt estimated that "out

of 200 applicants, we feel ten to
15 are qualified to drive a truck."

The full cooperation of top
management is required if a

company wants to tighten its se-
curity properly, the security di-
rector explained. "Most security
procedures will be an inconven-

ience to operations ... The most
successful security executive is
one who knows his company's op-
erations, and one who has gained
the respect and support of top
management by making recom-
mendations that offer a minimum

of interference with normal op-
erations."

After gaining the cooperation
of top management and person-
nel, a security director must turn

Uncover the
real value of

property

his attention to the protection of
his company's property. Organiz-
ing property security should be
done before plans for a new fa-
cility are off the drawing board,
Mr. Hunt said.

"The building itself will have
sensitive areas which must be

protected," he added. "Knowing
how these areas will be pro-
tected, and building in as much
protection as possible gives one a
head start on preventing theft,
and is much less expensive than
if no thought is given to the mat-
ter until after completion of con-
struction and the beginning of
your operations."

IN DETERMINING how much

and what kind of protection is
needed for company property, Mr.
Hunt advised consideration of the

property's value, the threats in-
volved, the location of the facili-

ty, legal and social restrictions,
and the cost of security.

John R. Hitt, vp of security for
Pinkerton's Inc. told the session

that effective security is not "just
a matter of keeping the plant
from burning down or keeping a
person from taking a typewriter."

Security can mean protecting
personnel as well as property, he
noted. And the proper training of
security guards is another impor-
tant responsibility. Finally, the
evaluation of an. ongoing security
program is necessary to find
whether it is adequate and realis-
tically funded.

ZEROING IN on computer sec-
urity Joseph J. Wasserman, presi-
dent of Computer Audit Systems,
commented that many corporate

computer centers "have a rather
ineffective level of security over
their property."

In companies that rely heavily
on computers, a data center dis-
aster could mean a business in-

terruption loss. "We have to look

at this as 'what happens to my

Knowing real values could cut the costs of insur-
ance by helping to avoid:

- the excess premium of over insurance.
- the after-loss disaster of under insurance.

- the penalties of coinsurance.

industrial Appraisal Company places values on all
kinds of tangible and intangible assets. Our inde-
pendent appraisals are objective, well-supported,
backed by over 40 years' experience. Call one of
our 28 offices. Or write for brochure 500.

Industrial Appraisal Company
222 Boulevard of the Allies • Pittsbuigh, PA 15222 • (412) 471„2566

New York • Chicago • Los Angeles • Philadelphia 4 24 other cities.

company if we have no more
computers?" Mr. Wasserman said.

The four main risks a company
faces with its computers are
human error, fraud, fire and

water damage, and natural disas-
ters. But human error "is where

most monies are lost," he noted.

SINCE VALUABLE computer
data is easily lost or destroyed,
computer personnel need to be
trained well in order to keep

needless error and loss at a mini-

mum.

"All sorts of weird things hap-
pen under the pressure of getting
a job done," Mr. Wasserman point-
ed out. "During the celebration
following the Mets' world series
victory a few years ago, punch
cards and tapes were thrown out
of Manhattan office windows in

innocent jubilation... Humans
are a problem."

A company with computers

should keep its auditing thorough
and up-to-date in order to catch
any fraudulent computer use, Mr
Wasserman said. He then pre-
dicted that "a tremendous com-

puter fraud" in a bank payments
system would probably happen in
the future "due to auditing
shortcomings" in some company.

If the operation were smooth
enough, he added, it might "go
right through to a bank account
in Switzerland." •

Legal weather often good predictor
of product liability suit outcome

TORONTO-Risk rnanagers

trying to master the product lia-
bility problem should learn how
to recognize trends in the legal
climate, one lawyer-insurance
director noted.

"You have to watch the legal
liability trends so you can antici-
pate what's coming," Russell
Drake Jr. of Borden Inc. told an

ASIM session on loss prevention.
"This is, I think, our best defense
against legal exposures and lia-
bilities."

Using the company's legal de-
partment for counsel on risk
problems can help a risk manag-
er gain legal overviews he needs,
Mr. Drake added. But the re-
sponsibility for coordinating the
legal department and other

corporate resources ultimately
rests with the risk manager.

"You have to educate, corn-
municate, and you have to over-
conne the pride of various
corporate departments," he said.
"Show them how the elements of
insurance have to be viewed...

you have to follow them and you
have to agitate. It's a continuing
educational process."

Steve Valovic, Kaiser Alumi-
num & Chemical's insurance di-

rector noted that "the ability to
work with other corporate spe-
cialists is especially critical in the
area of product liability.

"Managing product liability is
not the exclusive domain of any
one specialty," he added.

"Recognizing that legal, quality
control, research, product devel-
opment, sales and manufacturing,
as well as insurance departments
have their particular inputs to
make is essential if a viable

product liability policy, organiza-
tion and loss prevention program
are to evolve."

An awareness of legal trends in
product liability is necessary in
order to convince top manage-
ment that changes may be re-
quired, he explained.

"THIS AWARENESS includes
knowing that strict liability is not
absolute liability... that product
liability losses can be prevented,
and that product liability suits
are defensible."

A risk manager should have
specific knowledge of the compa-
ny's operations and products, he -
noted. Such knowledge "can in-
sure that those products which
are likely to result in the most
severe losses are accounted for in

any loss prevention program.
Risk managers intent on keep-

ing their jobs should not take a
do-nothing-and-hope-for-the-best
approach to product liability, Mr.
Valovic said. A company may find
itself with a complacent attitude
regarding product liability "be-
cause of a good loss experience or
a product mix that includes few
significant or high-risk products."

The complacency trap is usual-
ly short-lived, he noted, due to a
number of changes in loss expe-
rience such as:

• a serious product liability
claim;

• competitors suddenly expe-
riencing their own product liabil-
ity losses;

• a significant increase in the
cost of liability insurance;

• the appearance of strict and
costly standards set by the Con-
sumer Products Safety Commis-
sion.

A RISK MANAGER who wants
to curb losses by anticipating them
through a good loss prevention
program has to get out of his of-
fice and view his company's op-
erations close up, said Kenneth E.
Kerr, insurance manager for the
Steel Co. of Canada Ltd.

"We have always felt the risk
management job cannot be done
sitting at a desk, and our sched-
ule provides for periodic visits
to each works, to keep ourselves
up to date and to discuss progress

along loss prevention lines," he
told the session.

"Excellent liaison has been es-

tablished with the supervision of

the various plant protection de-
partments," he added, "who real-
ize we are complementing their

activities not usurping their au-
thority."

Generating momentum in a
loss prevention drive often re-
quires "missionary zeal" from the
risk manager, Mr. Kerr pointed
out. "But eventually the word
seems to get around."

Once the company is conscious
of loss prevention, the risk man-
ager cannot allow his attentions
to diminish, or hand responsibili-
ties over to anyone else. He is the
nucleus of a loss prevention
prograrn.

"I am also convinced that you
know your operations far better
than an insurance inspector or
your broker," he added. m

NewKind

Insumnce
Haws Model 8300 emer-

gency safety station is
a new kind of insurance

plan. It helps prevent
disabling injuries from
harmful chemicals by washing
them from eyes, face and body.
It benefits employer and employee
by lowering insurance costs,
raising production, cutting down
on lost time and improving

working conditions... and
it can save a person's sight and
his life. For more information on

Haws emergency decontamination
equipment, write to the Safety
Division of Haws Drinking Faucet
Co., 4th and Page Streets,
Berke/ey, California 94710.

aEREBEY [IUME,11

Model 8300

Haws emergency equipment helps you comply with OSHA

Haws Emergency Safety Equipment:
Eye/ Face-Wash Fountains • Drench Showers •
Decontamination Stations .

Laboratory Units • Freeze-Proof Units
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dates for buyers
May 29-31: American Management Assn. is offering a seminar on

insurance management and its role in financial planning for the small
company in New York City. Write the AMA, 135 W. 50th St., New
York, N. Y.10020.

June 2-5: Insurance Accounting and Statistical Assn.'s annual meet-
ing will be held at the Palmer House, Chicago. Subjects will cover ac-
counting, data processing, statistics and management and supervision.
Write E. C. Carlson, Insurance Accounting and Statistical Assn., 406
W. 34th St., Kansas City, Mo. 64111.

June 2-6: Municipal Finance Officers Assn. will have its annual
convention in Las Vegas at the Las Vegas Hilton. Write the associa-
tion, 1313 E. 60th St., Chicago, Il. 60637 (312-324-3400).

June 2-8: National Assn. of Insurance Commissioners annual meet-
ing will be held at the San Francisco Hilton Hotel. One of the issues
will be the effects of the energy crisis on the industry. Write the
NAIC, P.O. Box 3902, Rincon Annex, San Francisco, Ca. 94119 (415-
392-3185).

June 3-6: International Foundation of Employee Benefit Plans will
host a Canadian series of one-day seminars in Halifax, Toronto, Ed-
monton and Vancouver. Employe benefit trust fund problems related
to deliquency in contributions will be the subject. Write the founda-
tion, P.O. Box 69, Brookfield, Wi. 53005 (414-786-6700).

June 4-5: Chicago State University will present a seminar on the
Consumer Product Safety Act: how to protect your products from lia-
bility, at the Pick-Congress, Chicago. Techniques for compliance will
be featured. Write the university, Management Program in Business
Administration, Ninety-Fifth St. at King Dr., Chicago, Il. 60628.

June 10-11: The Society of Chartered Property and Casualty Un-
derwriters' New Mexico chapter is sponsoring a seminar on agency
management, administration and planning, at the Airport Marina
Hotel, Albuquerque, N.M. The program is divided into three sessions:
the agency, the accounts and the future, Write Jim Reed, Society of
CPCU, Box 566, Media, Pa. 19063.

June 13-14: The American Management Assn, will host a seminar
on how to increase profits through self-insurance, in New York City.
Write AMA, 135 W. 50th St., New York, N.Y. 10020 (212-586-8100).

June 13-14: American Management Assn. is having a seminar on
product liability, in New York City. Write the AMA, 135 W. 50th St.,
New York, N.Y. 10020.

June 17: The American Management Assn. is sponsoring a seminar
on punitive damages-the impact of recent awards on insurance
claims, in New York City. Write the AMA, 135 W. 50th St., New York,
N.Y. 10020.

June 20: The American Management Assn. is sponsoring a seminar
on group dental benefits in Chicago at the AMA Management Center.
Write the AMA, 135 W. 50th St., New York, N.Y. 10020.

July 7-10: The International Foundation of Employee Benefit Plans
will have a foundation meeting at the Bayshore Inn, Vancouver, Canada.
Write James J. Neitzel, Public Relations, 18700 W. Bluemound Rd.,
P.O. Box 69, Brookfield, Wi. 53005 (414-786-6700).

Political Risk

Insurance

at Lloyd's
War · Confiscation

Expropriation · Riots
Non-Convertibility

For further information have your agent contact:

CTIJ 1.H. Blades & Co.
)-9 (international) Ltd.

P.O.Box 691 · Hamilton 5, Bermuda
Phone 2-6971 · Telex BA280 · Cable "BLACOINS"

Stuart H. Grayston, Vice President and General Manager
William M. Daniel, Jr., Vice President/Special Risks

Member: Blades Group

Hearings held on state
sex bias guidelines

SACRAMENTO-Public hear-

ings were held in April at Los
Angeles and San Francisco on
proposed guidelines which the
fair employment practices divi-
sion of the California Department
of Industrial Relations would im-
pose on the insurance industry as
well as other business and

industrial operation in :he state.
The guidelines would govern

California enforcement of anti-
sex discrimination procedures.
The public hearings attempted to
determine situations when bona

fide occupational qualifications
exist for hiring only male or only
female applicants.

OTHER AREAS of discrimina-
tion reviewed included violations
in newspaper help wanted adver-
tising; questions on job applica-
tions; granting of maternity
leaves and benefits; hiring of
women who may be pregnant;
equal pay for equal job classifi-
cations for women; equality of
promotion and seniority systems
and employment agencies prac-
tices.

Prominent among those testify-
ing were Ms. DeDee Ahern, a pen-
sion fund consultant in San Fran-
cisco for Bankers Life Co., who

people
Korn ioins
E. & J. Gallo

Ralph Korn will join E. & J.
Gallo Winery in Modesto, Ca. May
20 as director of risk management.
Mr. Korn, who resigned as a mem-
ber of the ASIM executive coun-

cil during the society's annual con-
ference because of the job change,
has been director of risk manage-
ment for Duplan Corp. for four
and a half years. No replacement
at Duplan has yet been named, but
the company is moving the risk
management department to New
York from Winston-Salem, N.C.
At Gallo, Mr. Korn replaces Rich-
ard C. Feddersohn, who left the
firm in March to join Marsh & Mc-
Lennan in San Francisco as an
accounts manager.

***

Joseph Gullo joined Richardson-
Merrell Inc., New York, as direc-
tor of insurance, a newly-created
position. Mr. Gullo was formerly
with The Overmyer Co., New
York, as vp, director of insurance
and administrative services. Rich-
ardson-Merrell said the insurance
manager now reports to the cor-
porate director of insurance.

***

Philip J. Saturnino was named
fnanager of the corporate insur-
ance division for Inland Steel Co.,
Chicago, succeeding William F.
Burke, who retired April 1. Mr.
Saturnino was formerly assistant
manager of the division.

***

Raymond Cox is retiring May 17
from City Stores Co., New York
City, as corporate risk manager.
He has been with the company for
some 17 years, with responsibility
for property, casualty, employe
benefits and pensions. Robert Al-
kire will succeed Mr. Cox. He was
formerly risk manager for the Glen
Alden division of Rapid-American
Corp.

charged last year that "women
have suffered the most from inad-
equate pension and investment
plans" as well as sex discrimina-
tion.

The San Francisco also listened

to contract compliance officers
for that city's Human Rights
Commission, who accused five
insurance brokers and 12 insur-
ance companies last year with
being "deficient in providing job
opportunities for women."

"Inequities exist across the
board," asserted Edward Vurek,
in a report to the Human Rights
Commission which alleged that
"those insurance carriers which
do business with San Francisco
city agencies have been relatively

untouched by contract compli-
ance."

Mr. Vurek said five brokers
"place 97% of San Francisco's in-
surance business" and that the 12
carriers involved "each are paid
premiums in excess of $35,000 a
year.

"More than 50% of the total
work force of those 12 insurance
companies," Mr. Vurek said, "are
women. However, less than 8 %
of those women hold jobs higher
in rank than the clerical level." •

international expansion
Willis Faber & Dumas Ltd. of

London and Boels & Begault of
Brussels have combined to form

Willis Faber Boels & Begault.
The company is based in Brus.els
and is handling international in-
surance and reinsurance business
in Belgium. Boels & Begault are
Belgian correspondents for John-
son & Higgins.

classified advertising
MISCELLANEOUS

Two Multiple Line Producers with 35
years experience. wish to purchase
Chicago Suburban Ins. Agency cash or
terms. Reply Box 451, BUSIUESS IN-
SU RANCE, 740 N. Rush St., Chicago,
111. 60611

NON-STANDARD HOMEOWNERS PROGRAM
Non-admitted carrier will appoint general
agents to develop homeowners programs.
Protection will be given to agents with a
volume of this business or a potential to de-
velop. Excellent commissions. Write agency
details to

Box 461, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

Property and Casualty

DIRECTOR NATIONAL ACCOUNTS
Leading insurance organization, international in scope, headquartered in ideal
midwest community is creating a key management and marketing position to
sell large accounts, manage a professional department of 10 and direct the
companies mass merchandising activities.
Exceptional growth and future business plans require that qualified candi-
dates have a flexible and persuasive personal and management style, 10 years
business experience (primarily in the insurance industry) with exposures to
all aspects of property and casualty insurance, a BS degree, CPCU helpful.
If you really want and are capable of a top management position that has
additional growth potential you owe it to yourself to investigate this oppor-
tunity. Send resume including salary requirements in confidence (OUR EM-
PLOYEES KNOW OF THIS AD):

Box 459, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

WANT AD ORDER BLANK
RATES AND CLOSING TIME: $2.25 per line, minimum charge $9.00. Cash with order.
Figure all cop lines (maximum-two) 30 letters and spaces per line; upper & lower case
40 per line. Add two lines for box number. Replies are forwarded daily. Closing deadline:
Copy in written form in Chicago office not later than noon, Monday 7 days preceding publi-
cation date. Published every other Monday. Display classified takes card rate of $19.50 per
column inch, and card discounts on size and frequency.
Mail ads to Business Insurance, 740 N. Rush St., Chicago. Illinois 60611.

Number of Insertions:

Issue dates:

Name·

Company:

Adrireft·

Amount Enclosed $

Clip and Mail This Form To:

WANT AD DEPARTMENT

business insurance
740 Rush St., Chicago, 111. 60611
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"We get 90 claims aweek on group health insurance.
Slow pay means 90 unhappy employees.

How would Allstate handle it?"
Our specialists on your company's

account begin processing your ckim as
it' s received. They use our Date Control
system to keep things moving.

Making sure claims doitt drag is just
one of the ways we stay so healthy in a
uery tough business.

Available in most states.

Whenever an Allstate Account

Executive shows up, have your
secretary show him in. He brings
you know-how, and news about
the innovations we're bringing to
group insurance.

Insurance is as competitive as
your business, so we capitalize on
our advantages.

Extra hustle. An aggressive
just-let-us-quote attitude.
A management that thinks an

T tr

insurance company's service
should bend to suit the customer
instead of the other way around.
And a full-time staff of claims
specialists.

The price? That's right-
very competitive.

But don't take our word for all
this. When our Account Executive
shows up, put him to the test.

Ask him to quote.

Allstate
GROUP INSURANCE


