
Benefit front:
Bias ruling could force

maior pension overhaul
By JERRY GEISEL

WASHINGTON-Pension experts predict unequal benefits
may bethenext casualty now thatthe Supreme Court has made it
unlawful for pension plans to require women to contribute more
than men.

While the immediate impact of the court decision is extremely
limited, the case may trigger a new round of legal battles that
eventually could force most of the nation's pension plans to be
overhauled.

"It is hard to see how the court could come to the conclusion

that unequal contributions for the same benefit is wrong without
also coming to the conclusion that equal contributions for an
unequal benefit is wrong," observed Robin Holloway, senior

actuary for Towers, Perrin, Forster & Crosby.
Some observers believe last month's decision already has

made it illegal to pay women lower pension benefits than men.
"The court was saying just as there can't be a sex-based differ-
ence in the amount contributed into the plan, there can't be a
differentialin benefits receivedunderthe plan," said Susan Ross,
a staff attorney with the American Civil Liberties Union in New

Continued on page 33

... Despite talk, fe-
choose flexible benefits

By REBECCA A. FANNIN

NEW YORK-Flexible benefit programs, which allow em-
ployes to tailor their benefits to their needs, continue to spark a
lot of talk but little action.

Only American Can Co. has recently followed the lead ofTRW
Inc. and Princeton-based Educational Testing Service, which
introduced the innovative benefit program in 1974.

M' Interest in flexible benefit plans was dampened by the Internal
Revenue Service ruling that offering cash in lieu of benefits
meant both the cash and the benefits were taxable as income.

Benefits are usually tax-free to employes.
"A lot of companies would like to offer employes a choice

between cash and medical coverage, so this ruling has put a
freeze on the plans," said Theresa B. Stuchiner, a partner with
Kwasha Lipton.

Ms. Stuchiner noted, however, that President Carter's tax re-
form package would permit cash benefits to be excluded from
gross income.

TRW, which already offers employes choices of benefits from
four basic areas is frustrated that it can't expand the choices to
include vacation, said Gary L. Swinhart, insurance manager for

Continued on page 34

... Applause welcomes
move to amend ERISA

WASHINGTON-The first comprehensive effort to overhaul
the 1974 pension reform law draws high marks from members of
the pension community as a major step toward reducing the
administrative burden ERISA has imposed on employers.

"The bill is very well thought out and is a sound legislative
response to ERISA problems," said Richard Fay, a Washington
attorney and one of the architects of the Employe Retirement
Income Security Act.

But while applauding the overall scope and intent of the
legislation-which was introduced by the original authors of pen-
sion reform, Sen. Jacob Javits (R-N.Y.) and Sen. Harrison Wil-
liams (D-N.J.)-pension experts took exceptions with several
key provisions of the proposal.

In addition, pension experts acknowledged, as did members of
senators' staffs, that enactment of the far-reaching legislation (S.
3017) will not take place this year and final legislation probably

Continued on page 35
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N.Y. ponders free trade zone
to deregulate special risks

By ELLIS SIMON

NEW YORK-A bill is pending
in the New York legislature that
could help restore New York's po-
sition as an insurance center by
permitting underwriters to insure
large or unusual risks without
seeking prior approval on rates or
forms from the state insurance de-

partment.
If passed, New York would be-

come the first state to have an in-

surance "free trade zone" in which

qualified insurers could write such
risks in a relaxed regulatory envi-
ronment. The bill was introduced

this month by Gov. Hugh Carey on
behalf of the insurance depart-
ment.

It calls for exemption from rate

and form regulation for policies
with annual premium in excess of
$100,000 or for risks "of an unusual
nature, a high loss hazard or diffi-
cult to place" as defined by a crite-

ria to be developed by the state su-
perintendent of insurance.

An insurer would have to main-

tain a $4 million surplus, twice that
required of qualified insurers in
New York, to participate in the
zone and would have to pay a
$1,000 annual licensing fee.

New York presently does not re-
quire prior approval for rates on
certain lines of insurance, how-

ever, prior approval is required
where there is a deviation from the

traditional form of the policy.
The time involved in getting

state consent could run as much as

30 days and it often encourages in-
surance buyers and their brokers
to 20 elsewhere. exolained insur-

ance superintendent Albert Lewis.
The superintendent hopes the

free trade zone will reverse a pat-
tern of insurance companies and
premiums leaving New York. In
recent years, the state's share of

gross premium in the United
States has dropped from 11% to
9%, he said.

Assumingtotallifeandproperty/
casualty premiums of $65 billion,

Power plant disaster

that represents a loss of $1.3 bil-
lion.

Much of that business has been

lost to London, Mr. Lewis added.

Approximately $2.5 billion in pre-
mium goes to Lloyd's annually
from the U.S. and "if we can tap it,
we're well ahead," he added.

American International Group

has been a principal supporter of
Continued on page 36

An inspector tours the wreckage inside a cooling tower at a power plant *n
West Virginia where more than 50 workers died when the scaffold collapsed.
Although both the utility and subcontractor say they have adequate insurance,
the existence of hold-harmless agreements and restrictions on suits by employes
could result in a Comolicated |irihilitv trlnnIA Prle:* 9
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Scaffold crash lowers legal maze
on W. Va. utility, 2 contractors

By REBECCA A. FANNIN ,

ST. MARYS, W. Va.-When the
scaffolding inside the cooling
tower of an unfinished West Vir-

ginia power plant tore loose from
its concrete base, it dropped 51
workers to their death and lowered

a legal maze upon the utility build-
ing the plant and its general con-
tractor and subcontractors.

The collapse has also left Occu-
pational Safety & Health Adminis-
tration investigators, as well as in-
vestigators for insurers, unions
and contractors, searching for the
accident's cause.

Initial speculation indicated that
the scaffolding may have given
way because the concrete it was
bolted to wasn't hard enough to
support the scaffolding's weight.

An OSHA spokesman said the
cause probably wouldn't be deter-

mined for up to three weeks. Three
OSHA investigators are continu-
ing inspection after a swarm of
seven OSHA investigators, includ-
ing OSHA director Eula Bingham,
descended upon the construction
site a day after the scaffolding col-
lapsed. Previously, the cooling
tower construction hadn't been in-

spected.
But the OSHA spokesman said

the safety concern had inspected
the overall construction site 13

times during a four-year period,
with no investigations after April
1977. The disaster is the agency's
worst single industrial accident
since it was founded in 1972.

The scaffolding system of build-
ing the cooling tower was patented
by subcontractor Research-Cottrel
Corp. of Bound Brook, N.J. Scaf-
folding was bolted to the top layer
of concrete poured usually the pre-
vious day. Concrete was being
poured for the 2941 layer when the
scaffold broke free, peeling away

from the inside wall of the cooling
tower.

All but two of the 51 workers,
mainly steelworkers, carpenters
and laborers, reportedly were em-
ployed by Research-Cottrel at the
construction site, valued at $677
million.

The New Jersey-based company
was under a $12 million subcon-
tract to complete the building. It
was hired by general contractor
United Engineers & Constructors
of Philadelphia which in turn was

employed by the utility company,
Monongahela Power Co. Monon-
gahela and its parent company, Al-
legheny Power System, were
building the tower as part of an ex-
pansion into the upper Ohio River
Valley.

The relationship among the con-
tracting parties is crucial to de-

termining who will ultimately be
held liable for the workers' deaths.

Reportedly, the utility company
has a hold harmless agreement
with United Engineers to transfer
all liability to the contractors. It
couldn't be determined, however,
if United Engineers also has the
same sort of agreement with its
sub-contractor, Research-Cottrel.

Experts said although the hold
harmless agreement varies by ne-
gotiation, generally the general
contractor attempts to transfer all
liability to the subcontractor.

A Research-Cottrel spokesman
said it is "adequately covered" by
The Travelers Insurance Co. for

such general liability exposures,
but declined to name the limits of

its insurance coverage.
Contractors and subcontractors

are often insured along with the
utility company under one insur-
ance program covering all expo-
sures. It couldn't be determined

whether United Engineers and
Research-Cottrel were covered un-

TAILORED

der a "wrap-up" program

furnished by the utility company
or whether they were insured sepa-
rately. A spokesman for Allegheny
Power said only its coverage is lay-
ered in three parts and is spread
among three insurers.

While general liability,
constructor's equipment and other
constructor's risks are often folded

into the wrap-up program, workers
compensation is usually insured
under a different policy.

Under West Virginia workers
compensation law, surviving fam-
ily members of the workers can
only recover workers compensa-
tion benefits. While they can't sue

their employer, Research-Cottrel,
they can sue other parties in-
volved.

Hold harmless agreements: how-
ever, may prevent liability of other
parties.

Contraetural liability experts
said, however, if the party being

sued was solely negligent, then a
hold harmless agreement might
not apply. But ifjointly negligent,
then the hold harmless clause

would apply.
No lawsuits have been filed.

While Research-Cottrel had con-

sidered its unique method ofbuild-
ing the cooling tower exception-
ally safe and efficient, workers re-
portedly had complained that they
were under pressure to speed up
construction at the expense of
safety.

They reportedly said .that the
concrete needs 72 hours ofharden-

ing rather thanthe 24 hours usedto
harden the concrete and support
the scaffolding.

Research-Cottrel has suspended
construction on four other cooling
towers. The company declined to
discuss the value of the delayed
projects or when construction
would resume. .

WORKERS' COMPENSATION SELF-INSURED PLANS BY

GATES, McDONALD

Businesses, like yours, need employee infonnation and re-
services tailored to 1heir habilitation services. Add loss

wants and needs. Gates, control services, safely pro-
McDonald has been grams, and
tailoring workers' 5./,AGA tailored

compensation GA . _i:;*MItfS management
administration Di ..../&/4 reports and

_--,r---Ang #G,eL,-
plans for busi- . ..sm« 91 „um:=..,iki.I-_ you have
nesses since i administrative
1929. Our tai- -/ services tai-

lored services ' lored to your
include: customized business. Go ahead -

systems to administer your be particular - contact
workers' compensation plan Gates, McDonald, or your
efficiently, review and pro- insurance broker.

cessing of all claims, a high
quality of medical care for 1/MIL GAI MCDONALD
employees, and assistance in

CORPORATE ONE NATIONWIDE PLAZA

the development of OFFICE R O. BOX 1944

COLUMBUS, OHIO 43216
614/227-7211

Agent/Broker Questionnaire
The questionnaire sent to agents and brokers for inclu-

sion in the annual Business Insurance Agent/Broker Pro-
files issue contains an error. Agents and brokers. should
provide information on premium volumes gross revenues,
employes and percentage of commercial business for 1977
and 1976, not 1977 and 1978. Figures can be corrected by
filling out the correct figures on the questionnaire that
appears on page 26.

for your information ...

Mass. girl wins $4.5 million award,
largest malpractice suit in state

BOSTON-A Massachusetts Superior Court jury has granted a $4.5
million medical malpractice award to a 15-year-old Wrentham girl and her
family. The award is believed to be the largest for malpractice in the
state's history.

The St. Paul Cos., insurer for the defendant, Dr. Theodore J. Goodman
of Canton, declined to reveal the limits of coverage since an appeal is
pending.

The suit, file in 1973, charged that Dr. Goodman, the child's pediatri-
cian, failed to properly administer or did not administer tests when she
was brought to him complaining of fever. Since that time the girllostone
kidney and more than 50% use of the remaining organ. She went on
dialysis three times a week in April 1978.

The award is not expected to have a direct impact upon Massachusetts
doctors since they are now covered through a state-run joint underwrit-
ing association, said John Messina, general manager of St. Paul's Boston
office. However, the award could influence experience rating factors, he
added.

Report may absolve plow in air crash
OTTAWA-A Canadian government report on the crash of a Western

AirlinesjetatCranbrook,B.C.,is expectedto saythata snowplow was not
on the runway as the airline claimed.

Forty persons died in the crash of the 737 jet, which overshot the
runway while attempting to land in light snow in February. The govern-
ment report is expected to say that the snowplow was off the side of the
runway, said sources close to the investigation.

A public information officer for the Canadian transportation ministry
declined to comment, saying it could be several weeks before the infor-
mation was made public.

New work comp procedures planned
NEW YORK-The National Council on Compensation Insurance,

under intense pressure from regulators to improve the methods it uses to
set workers compensation insurance rates, is undertaking a new program
to supplement its procedures.

"The existing data collection system had not been designed to capture
casual factors in the detail now required," the NCCI admitted in making
the announcement. "The new program will enable NCCI to investigate
hospital and medical cost changes, increasing time lost from work, the
extent of litigation" and other social and economic trends affecting
workers compensation costs.

The NCCI files workers compensation rates in 39 states. Recent work-
ers compensation rate hikes in several states were approved only after
state officials warned further increases would be denied unless NCCI

mended its ways.

Calif. seeks quake insurance info
SACRAMENTO-The California Insurance Department has proposed

that all property insurers in the state report all earthquake liabilities
written in California to the insurance commissioner.

The proposal would also require allinsurers transacting property insur-
arce in California to develop statistics on earthquake liabilities in accord-
ance with instructions contained in the state's earthquake liability report
form.

In addition, insurers must provide their reinsurers zone, construction,
probable maximum loss (PML) and deductible information on the same
basis and format as they submit to the insurance department for liabili-

ties ceded under each reinsurance treaty other than catastrophe treaties.
In turn, reinsurers must combine their information with their own fa-
cultative recordings for a total aggregate probable maximum loss esti-
mate on their writings.
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errors &
omissions

. The new "first layer" buffer pol-
icy being offered by NAS Ltd. is an
umbrella policy, a fact inadver-
tently omitted in an April 17
story.

. The new errors and omissions in-

surance policy for risk managers
available through Fred S. James is
supplied by First State Insurance
Co. of Boston. The word "State"

was inadvertantly omitted from a
May 1 story.



ONONDAGA COUNTY (N.Y.)
achieved cash savings of $1.1 mil-
lion f'or 1977 in the ill'st year of a
self-insured group health benefits

, program. The program. which pro-
vides coverage f'or 5,200 employes
and their dependents, offers bene-
fits identical to those previously
provided through Blue Cross/Blue
Shield and is administered by the
Central New York BC/BS plan.

The BC/BS program cost $2.6 mil-
lion. As a result of the program's
success, a group dental plan for

county employes will be converted
to self-insurance by mid-year, said
William R Loehr, risk and insur-

ance analyst. Last year Onondaga
County was able to convert from
using a surgical fee schedule to
providing .usual, reasonable and
customary" fee payments, he
added. While it merely shifted pay-
ment from major medical to the

surgical area, it eliminated the
need f'or employes to pay deduct-
ibles and co-insurance in about 95%

of the cases, Mr. Loehr explained.
Onondaga County has excess stop-
loss insurance placed on the Lon-
don market with Thompson &
Grant as lead underwriter and the

Brougher Agency of' Greenwood
Ind., as broker.
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Chicago Tribune improves benefits, moves to Prudential
CHICAGO TRIBUNE employes
received improved benefits at no
extra cost when their life and

medical/dental insurance plans
were transferred to The Prudential

Insurance Co. from the newspaper·
company's subsidiary, Tower Life
& Accident Insurance Co. The life-

time maximum benefit under the

medical program for 3,500 em-
ployes was increased to $150,000
from $100,000 and the lifetime
maximum bene fit underthe dental

program was increased to $5,000
from $2,100. The annual maximum
dental benefit was increased to

$1,000 from $700 and the schedule
of benefits was increased. Pre-

miums remained the same with a

single employe paying $6.43 a
month for his insurance and the

company paying $30.07 and a fam-
ily plan costing the employe $21.08
a month and the company $100.08.

Under the new life program, ac-
tive employes can buy more cover-
age at less cost than they could
with Tower Life. The life and

medical/dental business was trans-

ferred to Prudential, a company
spokesman said, to provide for
more efficient claims handling. In
addition, the company's voluntary
accident and long term disability
program was converted to INA.
LTD benefits were improved to
provide for eligibility in the pro-
gram after one year of service in-
stead o f five years and the monthly
benefit was increased to 60% from

50% ofsalary with a $5,000 monthly
maximum.

MADISON AND DANE County

Wis., plans to self-insure health
benefits folded because of union

opposition. Even though the
unions had been promised the
same benefits they now receive as
members of the Wisconsin Physi-
cians Service, an open panel HMO
the unions fought self-insurance as
threatening altered benefits and
too much management control
over· the programs.

CITIES, STATES and other pub-
lic employers must of'fer the HMO
option in their health benefit
plans under a regulation an-
nounced last month by HEW. The
regulation requires public employ
ers providing health care benefits
must offer the option if a federall>
qualified HMO is operating where
at least 25 ofthe agency's employes
live. Only private employers were
subject to the HMO option require

ments previously.

UNION CONTRACTS Ieached

during the first three months of
this year called f'or heftier wage
and benefit increases than agree-
ments negotiated in 1977, says the
U.S. Labor Department. Wage and
benefit gains in contracts in the
first three months averaged 8.5%
over the life of' the contract com-

pared to 6.2% last year.

ERISAWASNOTamajorfactorin

the decision of' pension plans to
terminate, the GeneralAccounting
Office found in a massive review of

terminated plans. Only 17% (103
out of 595) plans cited ERISA as

the major terinination factor. Rea-
sons that overshadowed ERISA in

the decision to terminate included

adverse business conditions, high
administrative (non-ERISA) costs
andthe inability ofthe planto meet
the employer and employe's
needs. GAO also found that partici-
pants of' terminated plans received
or were about to receive almost all

their vested benefits under exist-

ing plan provisions. About 41% of
the sponsors of terminating pen-
sions continued pension coverage
for their eniployes through new or
existing plans. Of the plans that
continued ernploye coverage,

about 46% were profit sharing and
15% were defined benefit. Money
purchase, IRAs and thrift and em-
ploye stock ownership plans made

up the other plans used to continue
coverage.

CANCER CHEMOTHERAPY

should be fully covered on an out-

patient basis to precludethehospi-
talization of cancer victims just so
their treatment costs are reim-

bursed, says the American Society
of Clinical Oncology (ASCO). It is
urging all Blue Cross/Blue Shield
plans to provide the coverage at no

additional,cost to policyholders as
Blue Cross/Blue Shield of Michi-

gan did in 1974. But only a few
other plans include 100% relm-
bursement for outpatient chemo-

therapy and then it's under costly
riders, ASCO charges. About 80%

of Blue Cross/Blue Shield plans
provide reimbursement to 80%,
but plans in northeastern Pennsyl-
vania, Connecticut and upper New
York do not cover it all, ASCO

says. The society is also lobbying
for Medicare to provide full reim-
bursement for outpatient treat-
ment.

SOCIAL SECURITY system could

get a shot in the arm from legisla-
tion introduced by Sen. Gaylord
Nelson to require that federal em-
ployes hired after this year be cov-
ered by the system. Currently, fed-
eral workers are exempt from So-
cial Security and are covered un-
der their own plan. The Wisconsin
Democrat also introduced a mea-

sure that would require the Civil
Service Retirement Fund to be

placed on a financing basis that is
actuarially sound and fair to the
employes and taxpayers that sup-

Continued on foltowing page
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Continued from preceding page

port it. Currently, the Civil Service
plan, which covers about 75% ofall
federal employes, has an un-
funded liability of $117 billion. In
introducing the legislation, Sen.
Nelson said it was unfair for

workers and employers to pay the
full cost of Social Security bene-
fits, while federal employes only
pay a fraction of the cost of their
pension costs since the rest is fi-
nanced by general revenues. Pres-
ently, federal workers' contribu-
tions to their retirement benefits

only pay for about 24% of the cost
of the system. If new federal
workers were to be covered Linder

Social Security, as Sen. Nelson has
proposed, their benefits would
drop sharply. For example, a fed-
eral employe becomes vested after
five years. Under Social Security,

an employe is not vested until he or..

she has worked 10 years. In addi-
tion, under the Civil Service Re-
tirement fund, an employe may re-
tire at age 55 and receive full bene-

fits. Social Security does not pay
full benefits until age 65.

GROUP HEALTHinsuranceplans
continue to pay an ever greater
proportion of medical expenses,
says the Health Insurance Assn. of
America. Last year, individuals

covered by group health insurance
programs received reimbursement
for 85% of all covered medical ex-

penses, up from 80% 10 years ago.

The HIAA study of 41,000 claims
submitted to 65 health insurance

companies also found that more
than half the persons were reim-
bursed for 90% or more of their

medical expenses while 75% were
reimbursed for 80% or more of the

cost. There was no marked varia-

tion in charges on a regional basis

and the average claim in 1977 was
$354 compared with $211 in 1967.

Short on promises

Long on perbrmance

London experts say U.S. brokers
to renew effo rts to gain Lloyd's link

By JOHN H. MILLER

LONDON-The battle of large
U.S. brokers for direct access to

the Lloyd's market is likelyto con-
tinue despite Lloyd's efforts to bar
such moves, London observers
say.

Last month Lloyd's turned back
a bid by Frank B. Hall to purchase
Leslie & Godwin, a London broker
with direct access to Lloyd's. It
was learned a t that time that Marsh

& McLennan. the largest U.S. bro-
ker, was also making overtures to
several London brokers.

The Committee of Lloyd's also
considered two other bids from un-

identified U.S. interests, rejecting
both because :hey meantthat over-

seas interests would own more

than 20% of a Lloyd's broker.

After fairly brief reflection, the
Committee reasserted the attitude

it adopted April 19: "We are still
applying the rules which limit to
20% the share an outside insurance

interest may hold in a firm wishing
to continue as a Lloyd's broker."

But this decision is likely to be
examined on many occasions in
the coming months as the attrac-

tion of. getting into the Lloyd's
market becomes more apparent to
overseas interests

Ian . Findlay, chairman of

Lloyd's, has defended the ruling
on the ground that Lloyd's "needs
to stay independent" and specifi-

ROLLINS BURPICK
HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, Illinois 60606

cally denies that he is in any way

antagonistic to U.S. companies in
this approach.

At the same time Lloyd's is seek-
ing wider access to the European
insurance market, where restric-

tions for underwriting business
still exist, and hopes that diree-

tives by the Common Market will
relax some of these guidelines.

So the obvious conflict of views

between its desire to expand its
own underwriting and to restrict
foreign domination of its brokers
will gain tremendous momentum
in the future.

There are fears at the moment

that profitability is slipping in the
London insurance market and this

may have its effecton those who
would like to enter it in the coming
months. But it is still a temen-

dous market with ·opportunities
for development in many areas. Its
attraction to U.S. 'insurance inter-

ests is unlikelyto go away now that
the scene has been set by major
brokers.

Harsh comment on the Lloyd's
decision came from theLondon Fi-

nancial Times, which declares: "At
a time when their business is notas

buoyant as it has been in recent

years, some Lloyd's broking firms
undoubtedly feel threatened thatif
the take overs go ahead, U.S. com-
panies will channel business
through their proposed London
subsidiaries at the expense of the
independent fifms.

"This might happen to some ex-
tent, but what a broker needs most
is skilled placing power spread
right across the market, which one
of the would-be U.S. bidders

promised would still take· place. ./
"To·debar broking companies of

the size and strength of the two
U.S. groups concerned in the talks

seems nothing short of ridiculous.
Lloyd's has been actively. canvass
ing foreign capital for its under-
writing capacity and an insurance

market loses in efficiency if it
limits the access of healthy partici-
pants."

However, comment in. the Lon-
don Sunday Times was: "To shut
out two of the top five U.S. brokers
is a brave and possibly foolhardy
step which might ultimately lead
to loss of business. U.S. brokers

have not hitherto been internation-

ally·minded, but some of them are
now gearing themselves to break
this mold and, like bankers. in-
vade foreign soil.

"Lloyd's broking firms might
lose business that would go to

newly acquired subsidiaries and
there is no way that -Lloyd's can
retain its present character if the
trans-Atlantic invasion comes

about.

"But Lloyd's should be given the
benefit of the doubt, for as well-as

being exclusive, independent and
keen to run its own internal affairs,

it is also sensible and pragmatic. If
the next tide is the captive broker,
it will continue to exercise practi-

cal judgments on the best way of
controlling it." .

NAS ups limit
on legal expense

CHICAGO-Excess and surplus
broker NAS Ltd. has raised the

limit on its legal. expense policy to
$25,000. Formerly the policy, de-
signed to cover legal expenses for
companies with less than 50

employes, was available with
limits of either $5,000 or $10,000
annually.

The insurance is underwritten

by Lloyd's of London and is avail-
able in most states. •



WAUSAU STORY

NO USE CHANGING
AGOOD HORSE

FOR A STRANGE ONE."
H M Comns, president of Collins 8 Hobbs, Inc., an Employers Insurance policyholder since 1946.

 mployers of Wausau providesfive lines of business insur-
ance to Collins & Hobbs, Inc.,
general contractors in
Chattanooga, Tennessee.

 eventy five per cent of theirwork is gained on a bid basis.
Frequently, the price of certain
insurance coverages is part of the
bidding formula. With our policy-
holder's good record, which has
earned favorable rates for them,
they often enjoy an
important bidding advantage.

Left to right: Norm Keller of Employers Insurance and
Selmon I Franklin, Jr., architect for the Chattem Drug
Executive Office Building.

T t's the policyholder's good at
Ititude that helps them keep

their good rates. Collins & Hobbs
knows that the way to hold down
insurance costs is to hold down
losses. And that takes a part
nership effort.

Mr. Collins puts it this
way: "The policyholder must , j
work constantly for a good
experience rating." Of the
Employers people he says,;
"They have always been
above board. It's the day-to-day
communication that keeps us
together."

Employers sales representa-
tive, Norm Keller, cites an exam-
ple of this close day-to-day
service: "We may get a call at
10:00 in the morning that Collins
& Hobbs will bid a job the next
day and they need builders' risk

and owners' pro-
tective liability

Our Norm Keller, left, and Fred Shirley, chief estimator
for Collins & HobbR. on A r.,irmnt nrrhiArt

Collins & Hobbs recently completed this building for
the Tennessee Temple Schools - Harrison Gill, architect.

"We'll take immediate action
to get a quotation to the policy-
holder so it can be included in
the bid "

The insurance "partners" at Chattem Drug's
headquarters, Chattanooga, Tennessee.

 uccessful insurance partner-ships don't just happen. They
are the result of attention and
effort by both partners.

Insurance costs are one of
the few expenses in business that
are controllable. And all the
more worth investing the time
and energy to control them.
That's the Wausau story.

Come to the source

Employers Insurance of Wausau
phimii.Wigrnnqin

T
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editorial opinions

Lloyd's doesn't understand free trade
A RE LONDON BROKERS afraid to compete in an

./1 open market?
That's certainly the way it looks to us, in the wake of

a decision by the committee of Lloyd's to prohibit U.S.
insurance brokers from owning more than 20% of a
Lloyd's brokerage firm.

All of the standard arguments supporting free mar-
kets could be cited in this situation. And they would
certainly be appropriate, since Lloyd's would be furious
if artificial barriers of any kind were erected in the U.S.
to limit their freedom to handle U.S. business.

Executives of several brokerage firms here were justi-
fiably angry when the committee of Lloyd's in effect
denied U.S. brokers the right to have direct access to the
Lloyd's markets. What's worse, the committee's deci-
sion was all the more disturbing because several of the
big national U.S. and Canadian brokers already own
large equities in Lloyd's brokers. Thus, to apply the rule
now is to deny some U.S. brokers-on whom Lloyd's is,
we might add, very dependent for business-the same
competitive advantage their colleagues already have,
merely because they got into the .Lloyd's brokerage
business before the London operators got worried
about their future.

• It's easy, indeed, to see why the Lloyd's brokers in

London should worry. They've always had a monopoly
on all business going to Lloyd's; they could effectively
control commission rates charged and they've had a
cozy relationship with the Lloyd's syndicates with
whom they "negotiate" insurance deals for buyers.
Dominance of Lloyd's brokerage firms by some of the
highly competitive U.S. brokerage firms like Marsh &
McLennan, Alexander & Alexander and Frank B. Hall
would doubtless have meant tougher competition on
commission rates and even underwriting terms.

More important, perhaps, was the threat posed for
some of the largest Lloyd's brokers who now get sub-

stantial portions of their business through firms like
M&M and Hall. Certain Lloyd's brokers stood to lose

much, ifnot all, ofthat business should more U.S. firms
have gained direct access to Lloyd's through subsi-
diaries.

The decision ofthe committee, moreover, came while
Ian Findlay is chairman of Lloyd's. Mr. Findlay has
spent his career as a Lloyd's broker with one ofthe firms
that would be seriously affected by the inroads ofthe big
U.S. brokers.

Statements by the committee about the basis for their
decision implied that the London arbiters foresaw some
unethical conduct arising out of the ownership of

Lloyd's brokers by U.S. brokers. Words likd "inconsist-
encies" and "pressure" were used to describe what
might happen ifU.S. brokers were allowed to operate as
Lloyd's brokers. The committee, without being explicit,
had the audacity to say that only by remaining "inde-
pendent" can Lloyd's brokers best serve their clients at
Lloyd's and the London companies.

• Hogwash. The theory looks good on paper, butthere's
no way you can call Lloyd's brokers independent
from outside pressure at the present time. In many,
cases, the Lloyd's brokers either own-or are owned
by-the Lloyd's underwriters, or by the large merchant
banks, or by both. Is that independence? The insurance
business in London is as incestuous a business as you
can find anywhere, with brokers and insurers fre-
quently sharing the same bed, so to speak.

Since the object of this move *ras clearly to protect
their own flanks, the members of the committee at
Lloyd's would have done well to come right out and say
so. But to pretend that their decision was made in order
to protect the buyer of insurance defies credulity.

We regret that some of the most,sophisticated people
in London don't understand the principles of free
trade.

Insurers should compete carefully
 UCH OF THE CONVERSATION at the recent

RIMS Conference in New Orleans centered

around the amazingly fast change in insurance under-
writers' attitudes... casualty risks that went begging
only six months ago are suddenly pulling a half-dozen
premium quotes at rates that are 5%, 10%-and even a

whopping 3090-below rates paid in 1976 and 1977.
Here we go again...
"Are we to endure another feast-and-famine situa-

tion?" buyers ask. On the one hand, they're glad to see a
tempering ofthe insurance industry's earlier panic pric-
ing of liability insurance, pushing rates up 100%, 500%
and 1,000% for many commercial policyholders.

But wait a minute. Buyers have wanted to see insurers
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emplove benefit management
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moderate their views of potential liability losses. But
even buyers are getting worried that the insurance in-
dustry, for all its talk about how it needs to be"responsi-
ble" and how a good lesson was learned from the last
wild cycle, hasn't yet learned how not to overreact.

Don't get us wrong, we like to see healthy competition
among insurance companies. For all the things that are
supposedly wrong with the insurance industry, it shows
itself at times like this to be surprisingly responsive to
customers' needs, diving right in to compete.

But if 12 months from now the industry will go
through a strangling contraction the way it did in
1974-76, we'd just as soon see the industry take things a
little slower.
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letters-

Business Insurance welcomes

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

Court woes

To the editor: Re: "A radical sol-

ution to court woes" by Peter
Downes (April 17). This was an ex-
cellent article by a man with sev-
eral attractive qualities; intellect, a
controlled sense of humor and-

most important of all-the unique
ability to see the broad picture in
realistic terms.

Obviously, Mr. Downes will al-
ways be frustrated with an indus-

try and society unable to keep pace
with his mind.

Jay Lavensoh

Executive vp, Harlan Inc. of
Pennsylvania, Philadelphia, Pa.

Swiss Pensions

To the editor: In your issue of
Feb. 20, you published a brief arti-
cle with respect to the expected
legislation on mandatory pension
plans in Switzerland.

We would stress that only the
National Council, the equivalent of
your House of Representatives,
has completed its deliberations on
the 2nd pillar butthe Councilofthe
States, the equivalent to your Sen-
ate, has not yet completed its dis-
cussions. Accordingly we cannot
as yet say that the legislation on the
2nd pillar is completed. Consider-
ing the fact and the time-
consuming legislative procedures
in Switzerland the proposed legis-
lation will not be effective prior to
January 1, 1980. We would also ad-
vise you that the brochure "Em-
ploye Benefit Climate in Switzer-
land" by our consultant Michael
Buchs, is available from Swiss Life
in Zurich, free of charge.

M. Lochmann

Swiss Life Insurance & Pension

Co., Zurich, Switzerland

Punitive damages
To the editor: The ISO's recent

attempt to exclude coverage for
punitive damages has stirred quite
a debate. In your excellent presen-
tation of it, several articles have
suggested a particularly important
point.

The point is that punitive dam-
agesfallmorelogicallyundercrim-
inal law than civil law. Their intent

is to punish anti-social behavior

rather than to compensate for in-
jury.

What has not been clearly stated,
however, is this: There is a mAjor
difference between our system of
criminal law and our use of puni-

Continued on page 8
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* Many private golf and country clubscarry insurance which is, quite frankly,

below par.They have different

hazards.This is not only inefficient, but chances are the policies overlap, or even *
worse, leave gaps in important protection.

Now you can protect your entire club with a program that's
specifically tailored for clubs.

Commerce and Industry's Club Insurance.

damageltnid-2frnore.firetn ten oYhotljifcovtage. 0- , »
There's simply no better way to insure your club.

To learn more about theadvantages ofC&I's Club Insurance,just

C&I's Club Insurance is available to private golf and country clubs .-

organization of any sort. It's available on a brokerage - -

Youdodt have tobea regular producer to place i:=mr4
Dept. A, 102 Maiden Lane, New York, N.Y. 10005 |

Available in most states. 1 Please send me more information on Commerce and |
 Industryk Club Insurance. 
 Name
| Title Phone I
1 Company Address 
1 1
 City State Zip 
i_fE A Member Company ofAmerican,nternational Group BSIN-5-114 
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letters

Continued from page 6
tive damage awards. The former
has both written statutes and a

large number of court decisions
to define what is acceptable be-
havior; the latter has neither. As a
result, no one really knows what
actions should be punishable by
punitive damages (or to what de-
gree).

Perhaps a beneficial result ofthe
ISO's action will be to illuminate

this dilemma. Punishment by
punitive damage payment may not
be cruel and unusual, but it is cer-

tainly capricious. If states want to
discourage negligent behavior by
such means, they have an obliga-
tion to define that behavior.

Work comp

Ron Hall

To the editor: In reference to

your opinion on workers compen-
sation benefits in the April 17 is-
sue. Being involved in the "thick"
of things working for a manufac-
turing firm that is self-insured, I
would tend to somewhat differ

withyour point ofview. I interview
employes immediately following
an accident. I see them periodi-
cally during their rehabilitation
period. I attend the hearings at the
industrial commission and have

interviewed some of the phoniest
claims you will ever want to see.

The commission, sympathetic
with the petitioners' phoney claims
or not, should look at the situation
more realistically and start hand-
ing out awards strictly by the act
("arising out of and during the
course of employment") and not
by some alleged situation that is
remotely connected with the place
of employment. In addition, I feel

dates for buyers
May 21-May 24. Executive dishonesty and

related white-collar crimes will be the issues

under debate at the International Security

Conference to be held in Chicago. There will
be a security product expo for which a busi-
ness card is sufficient for entrance. Other

workshop topics include disaster survival
planning, industrial espionage countermea-
sures. executive protection computer security,
retail security and premise protection plan-
ning. The fees range from $25 to $195. Contact:

Bob B. Gelman, International Security Coun-

cil. 2639 S. LaCienega Blvd., Los Angeles,
Calil' 90034: phone (213) 836-5000.

May 21-24. Washington Legislative Update
1978, a con ference for trustees, admin istrators

and professional advisors who serve labor-

management employe benefit plans. The con
ference is sponsored by the International
Foundation of Employe Benefit Plans to be

heidi in Washington, D.C. Meetings will be di-

rected exclusively to the concerns of the

Tait-Hartley pension and welfare trusts. Cost:

$225, members; $285, non-members. Contact

International Foundation of Employe Benefit
Plans, 18700 W. Bluemound Road, P.O. Box 69,

Brookfield, Wis. 53005; phone 414-786-6700.

May 24-25. Litigation under ERISA and
other Pension Related Laws is the title of a

conference to be sponsored by Executive En-
terprises Inc. and to be held in Arlington, Va.

The con ference will present an analysis o feach

regulatory agency-Department of Labor,

SEC, PBGC, and IRS-its current interpreta-
lions of law, regulation standards, litigation
and enforcement priorities. Cost: $350. Con-

tact Registrar, Executive Enterprises Ine., 10
Columbus Circle, New York, N.Y. 10019;

phone (212) 489-2680.

July 24-26. The National Conference on
Workers Compensation to be sponsored by
Busii:ess Insittrance in Chicago. It will include
six general sessions and seven concurrent ses=
sions covering aspects of workers compensa-
tion regulation, insurance and self-insurance.
One of the highlights will be a debate on the
question of state versus federal regulation, fea-
turing seven nationally recognized authorities.
Among the topics to be considered will be pro-
posed federal legislation, occupational dis-

ease, cumulative trauma provisions, the
present system of establishing workers com-
pensation benefits, self-insured programs,
fraud in workers compensation. has the fed-

eral Longshoreman's & Harbor Workers Act
gone far enough, administering safety and loss
prevention programs, rehabilitation pro-
grams, working with state workers compensa
tion regulators. Cost: $385, 10% discount for

companies sending more than one person.
Contact Taylor Lewis, Crain Education Divi-

sion, 740 N. Rush St., Chicago, Ill. 60611; phone
312-649-5245.

that what we need is two different

rates. One for TT and a higher rate
for permanent totals.

Name withheld on request

Property market
To the editor: Admittedly the

property market has a soft belly
and there are a variety of reasons
for this condition (April 17).

Entrance into the market in re-

cent times by carriers such as the
Allianz has had little effect, if any,

on the trend toward reducing pre-
miums. The Allianz is a sound,

rather conservative property un-
derwriter and can hardly fall into
the"swinger"category. Therearea
lot of other markets around that

are cuttingpriceswhichhavemore
influence on the market.

The property-casualty business
tends to fluctuate in cycles. During
the years 1967-69 there was a se-

vere constriction of property ca-
pacity which forced up rates. While
the peak or bottom of the periodic
cycles may flatten out quite
quickly, it takes about 10 years for

f

4 S

$

the full cycle. We are witnessing
the tail-end of the last property ca-
pacity crunch. While the property
cycle is at the ebh point, the casu-
alty carriers are riding the high
point of the cycle. There is now an
imbalance of premium income for
the property-casualty carriers that
they wish to balance. The fastest
and easiest method to achieve this

result is to be con*etitive by price
cutting.

A substantial amount of pre-
mium has been written by the ex-
cess and surplus lines carriers and
amgjor portion of their writings is

{

d,

due to the fact that the E&S car-

riers tend to be innovative and able

to provide the insured with cover-
ages suiting his particular need.

In the last two years we have wit-
nessed a proliferation of standard
carriersjumpingheadlongintothe

E & S field. There is price cutting
within this specialized excess/
surplus field.

H.P. Sealander

President, A&M Property In-
surance Brokerage, Pasadena,
Calif.

4
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U.S. comp evaluators make more claims: GAO
WASHINGTON-The federal

agency that evaluates workers
compensation claims by disabled
government employes paid 10
times more awards to its own

employes than to other U.S. agen-
cies of similar size, a House com-
mittee says.

That agency is the Labor De-
partment's Office of Workers
Compensation Programs, the
administrator of the Federal

Employes Compensation Program
that pays out benefits to govern-
ment employes who become dis-
abled because of their work.

Investigators for the House Ap-
propriations Committee found
that OWCP, which has a staff of
1,125, reported a total of 156 cases
ofemployes who received benefits
under the Federal Employes Com-
pensation Act.

Five other agencies of compara-

ble size, average employment
1,431, had on the average 16 cases
of employes receiving payments
during the year, investigators
found.

For example, the Federal Power

Commission, with 1,363 employes,
had only nine compensation cases,
the Federal Communications

Commission with 2,136 employes
had 17 cases and three other small

agencies had between seven and 33
cases.

Committee investigators didn't
explain directly why OWCP
employes won such a dispropor-
tionate number of awards for

themselves except to note that
"there is a correlation between

awareness of how the compensa-
tion program works and increased
claims."

One source close to the investi-

Self-insured?
Orplanningtobe?
Get the natiods leading
independent serviceorganization
to stand behind you.

Whether you're small or large. Industrial, or commercial. A government agency or
union. Local, national or multi-national. We have the answer.

We can help you save time and money in handling all the details of claims
investigations, settlement, and administration in any or all of the following areas:

D Workers' Compensation Il Transportation and Ocean Marine

0 Automobile Property and Liability El Professional Liability

0 General Liabilify 0 Safety and Loss Control

El Products Liability 0 Employee Benefits

0 Property and Catastrophe 0 Recovery Administration

We'll act as an extension of your own claims handling operations, or handle the
whole job for you. We draw on over 90 years of experience in claims handling. And we
can tailor programs to the requirements of each risk manager, broker or agent.

When you need us, we're there...everywhere! With 5,000 employees in 650
locations. In all 50 states, Puerto Rico and the Virgin Islands. In the United Kingdom,
Belgium and Spain.

Send the coupon for GAB's "Comprehensive Guide to Self-Insured Services".
Or ask for a GAB representative to call.

---- We have the answer.

123 William Street New York, N.Y. 10038
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-

Attn: Mr. Joseph J. Nigro, Secretary, Marketing and Sales Division

Gentlemen: ( ) Please have a GAB representative call on me.
C ) Please send me a copy of "Comprehensive Guide to Self-Insured Services".
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gation said: "OWCP employes
knew a good thing when they saw
it and took advantage of it." A dis-
abled employe, under the federal
program, receives 75% of his sal-
ary, tax-free, during the period of
disability.

Appropriations committee in-
vestigators, blasted the OWCP for
its operation of the government-
wide compensation program.

The OWCP has opened the gates
wide open for "outright abuse"
and a "plethora of frivolous injury
reports" through such sloppy ad-
ministration practices as "accept-
ing the employe's allegations and
the personal physician's statement
even though the OWCP medical of-
ficer did not have the facts he

needed to make a decision in 40%
of the cases reviewed."

Investigators singled out com-
pensation payments to air traffic
controllers as an example, where
the federal program has been
abused substantially. Although air
traffic controllers comprise only
40% of the Federal Aviation Ad-
ministration staff, they accounted
for about 75% of the claims.

According to investigators a con-
troller was able to get 10 hours off
with pay for a cut hand when a
salt-shaker slipped and hit a table.
Another controller received 165

hours of compensation for a
slipped disc suffered while "pick-
ing up a purse."

Investigators noted that com-
pensation costs for the program
have soared at a time when the size

of the federal workforce has re-

mained stable. Compensation
costs totaled $190 million in 1972.
This year, the federal program is
expected to cost $700 million, a
368% increase. .

Destein leaves
A&A's Anistics

CHICAGO-Joseph A. Destein
resigned as president of the Anis-
ties division of Alexander & Alex-

ander to do consulting in the fields
of risk management and insurance
and to investigate possible new
ventures. He expects to be in-
volved in projects related to cap-
tive insurance companies and the
emerging Bermuda markets.

Mr. Destein was a co-founder of

Anistics eight years ago. A&A ac-
quired the firm in 1972, making it
part of the risk analysis and man-
agement group under Robert
Gielow. Mr. Destein, whose head-

quarters have been in Palo Alto,
Calif., expects to relocate near Los
Angeles. .

Separate
coveraae may
lower Texas
workers'

comp costs.
In Texas, your national carrier's
workers' compensation
insurance rates are the same as

ours. The difference is that,

through the efficiencies of
prompt local service, we were
able to return to our

policyholders over $39.2 million
in 1977 alone through dividends,
premium discounts, and
retrospective savings.
That's why many national
companies place the Texas
portion of their workers'
compensation coverage with
Texas Employers'. Get all the
facts by calling our National
Accounts Division at

214/653-8100.
Texas ErnPLovems,

 insumanceAssocenon

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers Rational Life Insurance Co.
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SYSTEMS ANALYSTS--PROGRAMMERS--PROCESSORS

MALPRACTICE INSURANCE

FOR

COMPUTER SPECIALISTS

Call us or have your Broker call us:

4

TOLLEY OF AMERICA, INC.

Special Risk Division

3901 North Meridian Street-Suite 200

Indianapolis, Indiana 46208

(317) 924-1301 (317) 923-2356

Arizona OKs time limit

on prod uct iniury suits
PHOENIX-Arizona has en-

acted a statute of limitations mak-

ing it the eighth state this year to
pass a major product liability re-
form bill.

Under the measure (H.B. 2215), a

suit must be filed within 12 years
after the product was sold to the
first user. In addition, the bill re-
quires suits to be filed within two
years after the date of injury or ac-
cident.

The bill prohibits asking for
specific damages. A plaintiff only
can seek "reasonable damages."

Manufacturers and sellers are

given a state of the art defense and
liability is eliminated if product
alteration or modification were the

proximate cause of injury.

New Surplus Lines
Facility from

Ivanhoe/Northumberland

1
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•Re-Insurances for Insurance Affiliates

•Annual Aggregate Stop Losses on Self-Insured Retentions

Ask your broker for an Ivanhoe/North-
umberland proposal. Ivanhoe Interna-

.ional Limited specializes in the de-
velopment of individualized, innovative

property and casualty insurance plans for
major corporations and institutions.

Northumberland General Insurance

Company is a major federally licensed
Canadian insurer supported by the rec-

ognized financial strength of leading
U.S. and London reinsurers.

Ivanhoe International Limited
P.O. Box 1641, HAMILTON 5, BERMUDA Telex: 3495 BA Telephone: (809-29) 2-4800

U.S. Consultants: Haddon S. Fraser Associates Ltd., 85 John Street, New York, N.Y. 10038

Telephone: (212) 227-6400 Telex: 12-8258

Recovery also is barred if the in-
jury were the result of an unfore-
seeable misuse of the product or if
the product were used contrary to
express warnings or instructions.

Wholesalers and retailers cannot

be held liable unless they had
knowledge of a defect or if they
modified the product.

The measure bars introduction

of evidence in a product liability
suit that reveals improvements in
product design or testing since the
time of manufacture.

The Arizona state senate and

house passed the measure by
overwhelming margins last month.
Gov. Bruce Babbitt signed the bill
late last month. The law goes into
effect 90 days after the legislature
adjourns.

Arizona Assn. of Industries

executive director John Leonard

said the unification of employer in-
terests in working out a com-
promise bill with the state trial
lawyers association was the key to
success.

"It was a case of going to the
legislature with a united position

after we had done some pretty hard
negotiating with the triallawyers,"
Mr. Leonard said.

A major compromise reached
between business groups and trial
lawyers was increasing the time
limitation on filing product liabil-
ity suits from six years, as was orig-
inally proposed, to 12 years.

The seven other states that have

passed product liability reform
bills this year are: South Dakota,

Indiana, Georgia, Tennessee, Ken-
tucky, Minnesota and Nebraska.

In 1977, Utah, Colorado and Ore-
gon enacted comprehensive mea-
sures. •

300 comp
laws enacted

WASHINGTON-In 1977, nearly
300 laws covering almost every
aspect of workers compensation
were enacted by state legislatures,
the Chamber of Commerce reports
in its annual survey of workers
compensation.

Indemnity benefits were in-
creased in 51 j urisdictions. Forty-
two states now provide for annual
automatic adjustment of benefits
based on the state average weekly
wage.

In 43 states, the maximum

weekly benefit now equals or ex-
ceeds 66% of the average weekly
wage for temporary total disability

cases. Twenty-three states pay
100% or rnore of the average
weekly wage.

In all jurisdictions, medical care
is now unlimited. New Mexico de-

leted its $40,000 limit and Tennes-
see removed its three-year limit.

Employers spent $10.8 billion
in 1976 to insure or self-insure

workers compensation programs.
That'sa 22.5%increaseoralmost$2
billion more than the 1975 cost of

workers compensation.
Copies of the 1978 edition of the

"Analysis of Workers Compensa-
tion Laws," may be obtained from
the U.S. Chamber of Commerce,
1615 H St.,N.W., Washington, D.C.
20062. Purchasers should request
publication No. 5690. Cost is $5 per
COPY. •

AIA taps Bagnell
James W. Bagnell has been ap-

pointed counsel in the New Eng-
land government affairs office of
the American Insurance Assn. Mr.

Bagnell formerly worked in gov-
ernment affairs at The Travelers
Insurance Co.
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Insurance liftoff key to Space Shuttle blastoff
By ELLIS SIMON

NEW YORK-The availability
of insurance coverage for man-
made satellites and other commer-

cial payloads to be placed aboard
the Space Shuttle could spell the
difference between success and

failure for the multibillion dollar

NASA project.
The first space flight for the $500

million craft is scheduled for mid-

1979 and the first commercial

payloads are scheduled to be car-
ried a year later. Eventually five
shuttlecraft will be in service, fly-
ing approximately 60 missions a

year.

Although it will be used to
conduct scientific experiments
and for other government pur-
poses, launching of satellites, both
commercial and government, will

be one of the shuttle's prime func-
tions.

The shuttle represents a depar-
ture from earlier launching vehi-
cles in that it can carry more than
one payload and can be flown back

to Earth for reuse. While the $21
million cost of a shuttle flight is
about the same as for more con-
ventional satellite launch vehicles,
its exposure to loss is much great-
er.

In addition to the value of the
shuttlecraft itself, commercial
payloads placed aboard it could
represent an additional $100
million exposure. At present,
worldwide capacity for satellite
launch insurance is only $50 mil-
lion.

However, capacity has grown
significantly. In 1972, world capac-
ity was $10 million with a one
failure deductible, noted Patricia
A. Lertora, vp-international for
Lexington Insurance Co., the prin-
cipal American market for space
insurance.

There is no deductible on the
present capacity, she added.
Lexington, an AIG subsidiary, has
put together about one-fifth of that
capacity, using American reinsur-
ers. ·The remaining capacity is
mostly in London.

Simplicity is NASA's intent in
coming up with regulations re-
garding liability of shuttlecraft
users, said George Baker, a staff
engineer at NASA.

Unduly complicated liability
rules could not only discourage pp-
tential users of the shuttle, but also
interfere with NASA's ability to
mix and match payloads, he ex-
plained.

NASA has adopted a "no-fault"
approach to liability of payloads on
the launch. Otherwise, the user
could be liable for the $500 million
shuttle plus the remaining pay-
loads should it be responsible for
any damage.

On property damage and injury
to employes, the users will be
asked to agree not to bring action
against the government or each
other or to indemnify all parties in-
volved, Mr. Baker said.

"It's to NASA's advantage that
users not be exposed to unreason-
able liability," said Richard M.
Nausch, president of Nausch,
Hogan & Murray, a New York
brokerage firm. "If they were, it
could involve business risks

beyond what anyone could self-
insure or insure commercially."

NASA's attitude reflects what
the market for space insurance
probably will be, he added. Be-
cause risks will be limited to the

value of the payloads, certain mar-
kets that have not participated in
space risks up until now, such as
the major marine cargo underwrit-
ers, could be persuaded to partici-
pate, said Mr. Nausch.

While the limited exposure
could attract other insurers to the
space field, Ms. Lertora believes

Mock-up of the controls on the NASA Space Shuttle.

many of them could be interested
solely in insuring payloads while
aboard the shuttle.

However, she added that the
greatest need for capacity occurs
while the pal·loads are aboard the
shuttle because of the concentra-
lion of exposures. Once the pay-
loads are launched from the shut-

tle, they become individual risks,
Ms. Lertora said.

The space shuttle': long-range
effect on launch insurance should
be to reduce rates, she added.
Launch exposure obriously drops
since the craft is manned and has a

zero failure acceptability rate, she
added. On traditional "expend-
able" launch vehicles a 10% rate of
failure was considered acceptable.

To date, space insurance has
been highly profitable for the in-
dustry. According to Gerald Frick,
up at Marsh & McLennan, $45 mil-
lion has been paid in space insur-
ance premiums to daze.

The only loss to date, however,
was a large one-$29.5 million on
the European Orbiting Te.1 Satel-
lite which exploded in September
upon launch from Cape Canaveral.

One question yet to be answered
-egarding launch insurance is that
lhe rule will be concerning a
payload that is jettisoned from the
shuttle to save the shuttle and the
remaining payloads.

In marine practice, general aver-
age is declared when cargo is
.hrown over to save a ship in peril.
While Mr. Nausch said he felt gen-
eral averages would be a good con-
cept to apply to the Space Shu:tie,
NASA is opposed to the concept,
Eccording to Mr. Baker.

Space insurance concerns do not
end with the launch coverage. In
addition, there are satellite life and
space liability lines.

Space life policies are normally
written for 3 years, but can-
celled after the first year and re-
placed by a new three-year policy,
E aid Marsh & McLennan's Mr.

Frick. The typical communica-
lions satellite has a seven-year life
expectancy and the greatest risk
occurs during the first and last
rears, he noted.

"If you make it through the first
rear, you know you're sound."

Satellite life also provides cover-
age on partial loss of an orbiter's
facilities. Ms. Lertora said it is rela-
lively easy to adjust for the loss of
some of a communications satel-
lite's transistor channel. Policies
are often written with channel loss
deductibles. she added.

Users of the Space Shuttle will
be required to carry third-party
liability insurance, currently avail-
able only through Lloyd's, said Mr.
Baker.

Space Shuttle users are required
to indemnify the government or
name it as an additional insured for

t_ ·

third-party claims resulting from
the user's payload after if has been
separated from the shuttlecraft,
Mr. Baker said.

Commercial use of space is ex-
pected to grow tremendously as
the Space Shuttle program goes
into full operation and its larger
successors come on line. By the
year 2000, revenues from space in-
dustries could exceed $30 billion,
predicted Mr. Frick.

Communications satellites will
remain the major user of the shut-
tle during the next decade, but
geological and meteorological
satellites will also grow in use, he
said. Construction of giant solar

power stations in space, as large as
three miles square, is also techni-
cally feasible, he noted.

Such activities will require new
forms of insurance such as space
builders risk, workers compensa-
tion and property coverages, Mr.
Frick said.

Will the insurance community
be able to provide such coverages?
According to Ms. Lertora: "It's our
responsibility to learn about the
product. I don't think it will be our
desire to limit coverage." .

SP =(4ALTY
UNDE :i,A,RITERS

AGENCY, INC.

UNDERWRITING MANAGERS FOR HARD -TO PLACE
CASUALTY • PROPERTY • TRUCKS

122 MAIN BUILDING / MILFORD. OHIO 45150
(513) 831-RISK TELEX: TWX 810-460-8322

WE WELCOME
ROUTINE CLAIMS.

THE

EXTRAORDINARY ONES
WELCOME US.

Johns Eastern claims investi-

gation and adjusting services
are availabe iii many sections of
the country 24-hours a day. We
welcome routine claims and
because of our extensive ex-

perience in medical malpractice,
product liability, agents errors
and omissions and workers'

compensation we seem to be
receiving more and more of the
tough cases, too.

For three decades, our claims
adjusting work has been ded-
icated to excellence. We train

our people to be thorough in
each phase of a particular
claims file. We require our

Cal Johns Eastern.

the claims adjusting fi

adjusters to give you our recom-
mendations as to what your
position should be. Johns
Eastern people
know how to

separate
fact from

fiction in , 4-3 166
obtaining 4*' r #-I,
the vital , 
informa-

tion you  . ,
need.

Many of
our clients ..

call upon Johns
Eastern first when

the tough claim file comes in.
Try us with your next tough one.
We think you'll like the results.

rm the pm%ssionah use.

=*'*, JOHNS EASTERN COMPANY, INC. dep,
P.O. Box 41 75/2238 Gulf Gate Drive/Sarasota, Florida 33578/(813) 924-1301 -/.../.-4.

Contact Don or Ken Johns for your copy of our corporate brochure.
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Police insurance available
WASHINGTON-Republic Group of Texas will now in-

sure police departments as part of the publicofficials liabil-
ity insurance program it underwrites for cities and counties
that are part of the International City Managers Assn.
(ICMA) and the National League of Cities.

The program offers the best rates available for a line of
insurance very few companies will underwrite, said Peter
L. DeGroote, ICMA Public Service Center general man-
ager.

He recalled that five years ago ICMA responded to public
officials' concern about their personal liability because it
was unclear ifcities and counties would indemnifythem for
a judgment against them. ICMA hired the Wyatt Co. of
Chicago to draw up specifications for liability insurance.
But after circulating the specifications throughout the in-
dustry, ICMA heard from only a couple small insurers.

ICMA hopes that the program's history wilI convince the
insurance industry that the risks are worth underwriting. In
the meantime, once PRIMA is active, ICMA will ask for a
panel to monitor the program to unload some ofthe work.

Public bod ies' risk managers unite
to insure information isn't a risk

By KATHRYN J. McINTYRE

WASHINGTON-A national as-
sociation for risk and insurance

managers of local governments
and political subdivisions is ger-
minating here and hopes are it will
burst into bloom this summer.

The Public Risk & Insurance

Managemen= Assn. (PRIMA) was
planted this spring to provide a
"clearinghouse and information
house" for public risk manage-
ment concerns, said acting presi-
dent Dennis Tweedale, risk man-
ager of Madison, Wis.

The International City Manage-
ment Assn. Public Service Center

here is tending PRIMA's de-
velopment, convinced the organi-

zation is needed.

The idea of a professional associ-

ation strictly for the public servant
risk manager has been floating
around the country like milkweed
in May. The public risk managers
who met in industry sessions at
the annual Risk & Insurance

Management Society conference
would wryly refer to themselves as
GRIMS (Government Risk and In-

surance Management Society), but
they never organized.

At a University of Arizona semi-
nar conducted last October by
Nestor Roos, the concept floated
by again. This time it found a fertile
field in a group of people there:
Sheldon Weinberg of Hennepin

Reevaluating your safety engineering programs?

Call inyourJames
- Account Executive...

4 He'll put James'
z technical services

specialists
toworkforyou.

Introducing James' "Service-in-Depth" concept
An international corps of experts available to
design, evaluate and implement modern safety
engineering programs whateverthey are,
wherever they are. These James specialists
will help you control loss to property and
earnings and, most importantly, help prevent
human injury

Available throughout the country-through your
James Account Executive.

When you contact James, an Account Executive
experienced in your industry is assigned to your
company on a permanent basis. He becomes
thoroughly familiar with your corporate

structure, your operations, unique risk
management requirements.

Depending on your needs, technical services
representatives make inspections for the purpose '.,
of preventing losses and producing minimum
insurance rates. Loss-control systems are tested
and hazards carefully checked. Written reports
confirm important findings to you.

James' "Service-in-Depth" the answer to all

your safety engineering needs.
James has technical service capability in OSHA
regulations, nuclear energy, products liability auto
mobile and truck fleet safety, and more. All are
available either as part of James' insurance
brokerage service, or on a fee basis as an adjunct
to brokerage functions. They are also available as
an independent service for which a fee is charged.

For further information on·this aspect of James' "Sarvice-in-Depthi'
contact your nearest James office or write Reynolds Blossom,
Communications Department, Fred. S. James & Co., Inc.,
230 West Monroe Street, Chicago, Illinois 60606. James

FRED. S. JAMES & CO:, INC.
Insurance Brokers Since 1858
Insurance.and Risk Management Services
Through More Than 100 Offices Around. The World.

County, Minn., Robert Bieber of
Westchester County, N.Y., Mr.
Tweedale and Peter L. DeGroote
of ICMA.

Those willing tillers met in
March at ICMA, along with Betty
Conner of Memphis and James
Banner of Clark County, Nev., and
formed PRIMA, appointing Mr.
Tweedale acting president and
themselves to the first board of di-

rectors. Steven Webber, risk man-
agennent chief for Jefferson

County, Ala., and Robert Bowman,
founder and president of the Pub-
lie Agencies Risk Management
Assn. on the West Coast, were also
invited to join the board.

ICMA Public Service Center is

aiding the development of PRIMA
as an offshoot of its efforts to se-

cure public officers liability insur-
ance. In convincing Republic
Group of Texas to underwrite its
program, ICMA assured the un-
derwriter"we would develop arisk
management consciousness in

local governments. The best way to
do that is to create an institution,"

said Public Service Center general
manager Mr. DeGroote, who is
serving as the first executivedirec-
tor of PRIMA.

Mr. Tweedale added that ICMA

as well as other government or-
ganizations, such as the National
League of Cities and the National
Assn. of County Officers, are often
questioned about insurance and
they are asking for a professional
source to turn to for answers. It's

believed PRIMA, which will even-
tually have its own office and staff
in Washington, will fill that need.

"We will be a place for the
smaller communities to turn to for

information and for the more

sophisticated risk managers we
hope to have regional or national
meetings," Mr. Tweedale said.

Mr. DeGroote sees PRIMA not

only as a resource and forum for
risk management principles but
also as a tool for educating higher
level government administrators

about risk management.

Announcements introducing
PRIMA to government entities

are going out this month from
ICMA and a membership drive
among all local governments and
political subdivisions should blos-
som this summer. National dues

for institutional membership
won't be more than $50.

But PRIMA's breakthrough "is
sort of like the chicken and the

egg," Mr. DeGroote observed. "We
can't have a membership drive
without a newsletter and staff-an

organization to offer." Anyone
who wants to support the growth
ofPRIMAiswelcometojoinearly,
though Mr. DeGroote requested
that inquiries be written to ICMA
because he still doesn't have the

staff to handle telephone calls.
Mr. Tweedale said that PRIMA

44was not formed as an alternative

to RIMS, but to make risk and in-
surance management more avail-
able to all government entities."

Mr. DeGroote sugge-sted that
PRIMA is finally taking root not

only becauserisk management has
become amore important function
in local governments faced with
higher insurance premiums and a
shrinking market, but also because
local governments are searching

for ways to control costs in re-
sponse to taxpayer pressure..The
risk management function, Mr.
DeGroote asserted, has certainly
proved it is cost effective. .

Questions about PRIMA should be

addressed to Peter L. DeGroote,
ICMA Public Service Center, 1140
Connecticut Ave. N.W., Washing-
ton, D.C. 20036.



We ltook,
butdowe see?

In properly interpreting any unknown
it's always good to have an authorita-
tive explanation. For instance, when
we tell you this patchwork pattern is
really a photo of agricultural fields,
that will surely influence how you'll
see it from now on.

By the same token, if you're responsi-
ble for property insurance at your
company, you're the authority that
the rest of management relies on in
this area.

At Allendale Insurance, we try to
understand the role of the risk man-

ager and how we can best back you up.
We'11 help implement and maintain
an effective loss control program.
We'11 provide insurance protection
geared specifically to your needs.
And, if a loss occurs, we'll aid your
recovery with equitable and practical
adjustments.

Explaining the many nuances of
property insurance is a lot more com-
plicated than interpreting this optical
puzzle. Look to Allendale Insurance
for an experienced viewpoint. It can
make your job that much easier.

Allendale Insurance
Allendale Park. Johnston. Rhode Island 02919



AIG-
Ourbusiness
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Just a few of the more than 80 kinds of insurance
provided by the more than 70 members of the

American International Group.



irector's & Officer's Insurance.
Kidnap & Ransom Insurance. Pension

Trust. SEC Liability Insurance. Special
Events Coverage. Product Liability Insur-
ance. Multinational Insurance. AIG Risk
Management. That's just the beginning.
And the end isn't yet in sight. Our job is not
only to come up with insurance methods to
solve your traditional business problems, but
to anticipate the problems you're going to
have and to create ways to handle those
just as effectively.

What is AIGZ

American International Group (AIG)
is made up of over 70 separate insurance
organizations. All of whom deal directly
with insurance agents or brokers. They may
be as specialized as AIG Oil Rig Inc. or as

all-encompassing as American Home
Assurance Company. Many operate in the
US. like National Union or Commerce and
Industry. Others, like AIU insure risks every-

where but the US. Together they  1977offer just about every kind of 1395

insurance, for every kind of bus-
iness, everywhere in the world. 1240

Where is AIG going?
AIG is one of the world's

major insurance groups.
Employing 13,000 people
in more than 130 coun-

tries and jurisdictions
around the world. And .

generally offering
highest capacities
and providing %-

1973
insurance in

categories many
insurance

companies are
unable to
venture into.

1975

1976

Domestic General
Insurance Gross

Premiums

\ (Millions of Dollars)

1085

930

775

620

465

310

155

In the United States alone, AIG com.
panies wrote more than $1,500,000,000 in
gross premiums in 1977. In addition, AIG is
the largest US. insurance group doing
business overseas. Selling insurance not
only at the local level,
but creating new
and innovative
policies for
multinational

companies. We
started to bring
US. insurance
methods to the
rest of the world
over 59 years ago.
So today, when more
and more companies
are doing more and
more business in

more and more countries, we can offer
through member companies like AIU, the
expertise, as well as the financial capabilities,
to provide adequate and effective insurance.

Where to find out more about us

If you're interested in a specific type of
insurance, or AIG in general, fill in the
coupon and we'll be pleased to send you fur.
ther information. We believe that the more
you know about AIG, the better it is for you
and your business.

We welcome inquiries from any
licensed agent or broker. You don't have to
be a regular producer to place business with
most AIG companies.

AIG American International Gwup
Dept. A, 102 Maiden Lane, New York, N.Y. 10005
Please send me more information about the following policy:

Name

Title

Company
Address

Phone

City State Zip
0

BSIN-5-124

AIG Risk Managemert, Inc. • American Home Assurance Company • American International Life Assurance Company Am MemberComoanies of

of New York • American International Underwriters • Commerce and Industry Insurance Company • National Union American Internadonal Group

Fire Insurance Company of Pittsburgh, Pa. • New Hampshire Insurance Group • North American Managers, Inc.
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DAVIS, BORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007 TEL: (212) 791-2100

Unique Illinois figures show

Malpractice suits drop,
but product actions up

CHICAGO-The nunnber of

malpractice suits filed in Cook
County, Ill., in 1977 dropped by 3%
compared to 1976 but product lia-
bility litigation increased 14% for
the same period.

The Cook County Jury Verdict
Reporter says 830 malpractice
suits were filed in 1977 compared
to 856 in 1976, while 991 product
liability suits were filed in 1977 and
868 were filed in 1976.

These results track the experi-
ence of 1976 compared to 1975
when the number of malpractice
suits filed in Cook County de-
creased 25% from a record high of

Prudentials Group Insurance
comes with a"Team Benefit:'

The Team Benefit. It's a

Prudential Group Insurance
Team. Experts who will work
with you and your broker or
consultanttocreatea program
that precisely fulfills your
companys needs.

The Team Benefit. It's

innovative services. Things like our
fast, computerized claim service,
flexible premium plans, periodic claims
analysis. and "Group Focus;'
Prudential's periodical about new laws
affecting your benefit programs.

TheTeam Benefit. lt'sspecialists
who can advise you in intricate fields
like ERISA, HMO's and cost
containment.

For more information

about "The Team Benefit,"
write: Director, Group

Insurance,The Prudential  1'·.-44
Insurance Company of
America. 3 Prudential Plaza, - .
Newark, NJ 07101.

At Prudential.

Group Insurance is a group effort.

11 ./
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1 Prudential
Group Insurance

1,141 in 1975 and the number of
product liability suits increased
13% over the 769 filed in 1975.

In Downstate Illinois, product
liability cases outnumber malprac-
tice cases two-to-one with the av-

erage verdict per successful plain-
tiff in product liability suits run-
ning $195,000, the Illinois Jury Ver-
diet Reporter says.

In its mid-term report on per-
sonal injury awards in Illinois
courts; the statistical arm of the Il-
linois Information Service said

therewasonlyonesuccessfulmed-
ical malpractice suit reported in Il-
linois outside Cook County for the
six-month period September 1977
to March 1978. The award was

$35,000.

Much larger settlements, how-
ever, were reported. A woman
whose ureter was ligated and
bladder nicked during a 1969 hys-
terectomy settled for $900,000. The
family of a premature baby that
had to be readmitted to the hospi-
tal with pneumonia and retolental
fibrosplasi-when he had been re-
leased without blood gas tests-
settled for $645,000.

In sheer numbers, 32 fewer per-
sonal injury suits have been filed
around the state so far this court

term compared to last, 434 com-

pared to 466. Cook County saw 29
fewer cases and downstate saw 13

fewer.

In dollars, the Cook County
aggregate of personal injury
awards is almost 10% less than a

year ago, $9.3 million for the first
half of the current court term com-

pared to $10.2 million a year ago.
Downstate, the aggregate is less
than half ofthe $5.8 million already
awarded at mid-term a year ago,
but last year one $1.5 million ver-
diet inflated the Downstate and

statewide aggregates. Still, state-
wide, awards to date are down $4.4
million from the same time last

year, $11.6 million now compared
to $16 million a year ago.

Keeping in mind the one large
verdict last year, it is not as im-
pressive as it may.first appear
that the statewide average verdict
per successful plaintiff for this
term to date is $55,790 compared to
$70,249 ayearago. The statistics for
Cook County indicate that the pat-
tern here is about the same as last

term, with the average award per
successful defendant this term

running at $59,858 compared to
$60,331 Ett'the same time last year.

The success rate ofthe defense is

also about the same as last year,
though Downstate the defense
won 51% of the cases so far this

court term compared to 49.1% dur-
ing the corresponding period last
year. In'Cook County, the defense
is *inning 51% ofthe verdicts, only
a shade better than the 50.4% won

at the sarne tinne last year.
Statewide, the defense is squeek-
ing by the plaintiffs with 50.7% of
the verdicts found in its favor com-

pared to 50.2% in 1977.
The Illinois Jury Verdict Re-

ports is a unique service of the Illi-
nois Insurance Information Ser-

vice, drawing onthestatistics com-

piled by the Cook County Jury
Verdict Reporter for Cook County
and the reporting of its member

companies and cooperative de-
fense attorneys for downstate Illi-
nois. i

$13 million damage
Insured losses of $13 million are

estimated from a storm thatswept
parts ofTexas and Arkansas in late
April.
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Insurers crow, but flu claims trail predictions
By KATHRYN J. McINTYRE the swine flu immunization pro- instead of the 200 milhon persons tion," said Justice Department tort insurance, Mr Kimble conceded

gram, both Mr Kimble and his ashad been intended "It's hard to sectionchief Jeffrey Axelrad Only Stlll, looking atclaims for $700 mil-
WASHINGTON-The Insur- former boss, Mr Cheek, stressed tell what would have happened if three claims totaling $363 have hon in damages, Mr Kimble agreed

ance Information Institute is crow- that federal assumption ofhabihty the whole population would have been paid so far In all. the 1,363 with Mr Cheek that, "I think it'S
ing "we told you so" regarding the probably held down claims The been immunized," Mr Cheek said claims filed request $700 milhon in safe to say that we would have lost
number of claims that would be Federal Tort Claims Act, under Insurers did underwrite $220 damages. That's $999 million less our shirts absent the federal stat-
generated by the swine flu im- which claims are being processed, million of liability insurance for than it would have been if a claim- ute "
munization program But the hmits lawyers' contingency fees to the manufacturers for $8.4 milhon ant hadn't changed a claim for $1 But the trial lawyers recall that

numbers don't quite stack up 20% and provides for an adminis- to protect them against allegations bilhon forthe death of her son to $1 they said in 1976. "We are confi-
A recently widely pubhshed III trative settlement of a claim before of neghgence The federal gov- mnlion Sixty-five suits pending dent that the American public will

press release said, "Early fears of a Jury trial ernment, which will pay all claims seek $102 milhon in damages not make improper, excessive or

the insurance Industry that the it finds valid, can sue the manufac- frivolous claims "

federally sponsored swine flu im- "But for Congressional action, turers for recovery of claims paid if Without federal assumption of Looking at the same numbers,
munization program of 1976 could the number of claims would have the manufacturers are thought to liability except in the case of the trial lawyers are standing by
result in an epidemic of liability been substantially greater," Mr have been neghgent neghgence, insurers would have that statement as strongly as the III

claims are now proving well Cheek maintained And only 25% "To date we have not paid any charged more than the $8 4 milhon maintains the insurance industry's
founded " The release said over of the population was vaccinated claims warranting that kind of ac- they collected on $220 milhon of fears were proven Justified
1,000 claims have been filed

Actually, 1,363 claims had been
filed as of last month But the re-
lease failed to mention that in 1976
insurers had told Congress "there
could be anywhere from 38 mil- 4

lion to 10 million in colorable

(genuine) claims and perhaps the
same number of spurious claims
against manufacturers for adverse
reactions "

Leslie Cheek, the American In- 4

surance Assn (AIA) lobbyist who
offered those figures in 1976, said,
"I can't defend the III on the

number of claims For them to

have emphasized that aspect was
too bad for the insurance industry
Far more important would have
been to point out the problems that i'
haven't been resolved "

The former vp of federal affairs
at the AIA, who now holds the
same position with Crum & Fors-
ter, explained that drug manufac- 1. >¢-
turers are still subject to the same
liability exposure in public irn-
munization programs as existed

) 1 -
1/
I!

for the swine flu program until the
f

federal government stepped in on 'r

the one-time basis Drug manufac-
turershave aduty to warninpublic
immunization programs under
strict liability, he said -

- *164'll"I'lli. .

A provision of the law that re-
heved manufacturers of this duty
to warn, and m fact all liability ex-

r

cept for neghgent acts, also re-
quired the Department of Health, E

Education and Welfare to issue a
2

white paper on the hability issue in
future immunization programs

HEW has not issued such a
document Instead, HEW wants to
handle the manufacturer's duty to
warn in public flu immunization
programs as it does in the chil-
dren's vaccination programs, said
James L Kimble, counsel of the

*6

--

.r=

AIA in Washington HEW will 1

centrally purchase the flu vaccines
and as part of the contract will as-
sume the duty to warn, he said f« 2 -* f In ditlas 1* itse 45.-

Vaccine manufacturers and their ..4 -t-*56i'Y -SO'».
msurers have been satisfied with i€YAL.kz f.]-36<4:-t:-i,92-ft.- -Sir- 92,4-*%F-*67:2:-t_-y ; --,rs .*1 . s.
this arrangement in the children s
vaccine program and HEW as- ·5*85----<-« 4 4.51- i -BE ,7 1 ../-

sumes it will work for the high risk
immunization program that in the :...<11'439-F -t;I.-593-*-79. *Ef***lit. 7
last six months of 1978 is expected ..0 - 49%. 5 -7

to vaccinate 92 milhon persons
against three strains of flu, Mr
Kimble said .f- : •·.4--31-*7.,m,-e#2.--:-2/7 --4,621.6£*rtigf, -

Though this high risk immuniza-
tion program is not of the mag-
nitude of the swine flu program, ·:*·. 26; #*lie&Fi /11.iv./22*:5..2-E/FAMILO;f* V-7 4%= .

Mr Kimble observed, it is different
from the children's vaccination

programs that the pubhc is accus- :3>4-- 3&2 5 7...4** 4% ,;
-

Si- *

tomed to
f

"I'm not sure this is acceptable,"
Mr Kimble said, "but it seems to
be up to this point " He noted that

- lili- . - . ..

Merck & Co said at a House com- .-0 - ... ... 0 - 00-0.- - 0 -

merce health subcommittee hear- 0. I... ..

ing recently that its insurer is satis- .... ...

fied with the arrangement. But two
other manufacturers, Connaught

.. ... - . -- --

(of Canada) and Wyeth Labo-
.-0 - ... .. --

ratories, said they haven't nego- .. .. .. ..

tiated their insurance policies in .... 0 - 0 0 .-

hght of this provision
-

' GRAIn DEALERS mUTUAL
-

"You cannot suggest the hability
issue 18 totally resolved," Mr Kim-

infuronce company .-0 -

ble cautioned .We are waiting to .. -- .. ...

problem "
see if this works with no liabihty

Assessing claims experience in
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One domestic phone call
should put you in touch
with a world of international

insurance expertise.

In the world of international insurance, the insurance

rule of one country is the exception of another. So, by
definition, a major international underwriter must have
many experts, located in many countries, speaking many
different languages. For the U.S. agent or broker, this can
cause problems. You know the expertise is there-sonne-

where -but who do you call? And where do you call?
At INA International, one single domes tic phone call

will put you in touch with our world of insurance. That's
because each of INA's seven domestic "international"

offices is linked directly to over 100 INA facilities around
the globe. If the expertise is not immediately available at
the office you've called, we can easily track it down and
respond to you promptly.

You shouldn't have to search for the answers you need
within your international underwriter's organization. At
INA you don't have to. One phone call does the job.

For further information and a new brochure write INA

International at 1600 Arch Street, Philadelphia, PA
19101, or call one of our seven domestic offices in Phila-

delphia (215-241-2460), Houston (713-626-5060), Los
Angeles (213-480-4270), New York (212-233-5010), San
Francisco (415-391-9310), Atlanta (404-688-3228), or

Dallas (214-688-0326).

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

This is the third in a series.
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PE SPECTIVE

Your detailed guide to the little understood,
but not-so-harmless world of hold-harmless
By Ron Almquist
Regional Underwriting Superintendent
St. Paul Fire & Marine Insurance Co.
St. Paul, Minn.

'" HE ASSUMPTION or avoidance of lia-
bility by contractual agreement may re-

sult in very serious, sometimes catastrophic
loss-not only to the indemnitor but to the
indemnitee as well. While liability by con-
tractual agreement has been around a long
time, it has been surrounded by mystique
and misunderstanding. It has been ap-
proached with naivete by indemnitors, a
false sense of security by indemnitees and
casualness by insurance underwriters.

The avoidance of unexpected loss re-
quires a thorough review and understand-
ing of contractual terms and their potential
implication. Mystique and misunderstand-
ing must be replaced with a familiarity of
contractual hold-harmless agreement "jar-
gon," the scope of the agreement, an
analysis of exposure and a reasoned evalua-
tion of action alternatives.

Contractual liability is, simply stated, the
assumption of the liability of another under
contract or agreement. These contracts,
called "hold-harmless" agreements, may be
written or oral. The liability assumed covers
the waterfront, ranging from no more than
that which the assuming party already has
under laws of negligence to "absolution."

Hold-harmless agreements do a number
of things, either singly or in combination.
They:

• Reinforce already existing liability im-
posed by law, either common or statutory.

. Transfer liability from one party to
another, thereby reversing the effect of
common or statutory law. This can involve
the elimination of contribution under the

doctrine of contributory negligence to the
transfer of the sole liability of one party to
another.

. Relieve a claimant from proving negli-
gence. Liability is established under rules of
contract, thus avoiding the burden of dis-
proving contributory negligence.

. Extend the statute of limitation. Gener-

ally the time in which a legal action may be
commenced is longer under law of contract
than tort.

Hold-harmless agreements may be found
in virtually every phase of business en-
deavor and in a myriad of ways. They are so
common and found in so many everyday
business forms they very often go unrecog-
nized. Consider just some:

' I

lk,96 M

"Quite to the contrary, Dixby, when you've read one
policy you haven't read them all."

• Purchase and sales orders.

. Servicing agreements.

. Leases of premises and other property.
• Municipal permit agreements.
. Railroad sidetracks and crossings.
• Easements.

• Performance bonds.

Essential to removing some of the mys-
tique is a familiarity with the "jargon" of
hold-harmless agreements. An indemnitor,
for example, is the party who has assumed
the liability or obligations of another; the
insured under a contractual liability insur-
ance policy. An indemnitee is the party
being held harmless.

An incidental contract refers to the five

types of hold-harmless agreements for

which liability insurance policies provide at
least qualified protection on an automatic
basis without additional charge. These are:

• Lease of premises.
• Easement agreement, except in connec-

tion with construction or demolition opera-
tions on or adjacent to a railroad.

• Agreement to indemnify a municipality
as required by municipal ordinance, except
in connection with work for the municipal-
ity.

• Sidetrack agreement.
. Elevator maintenance agreement.
Blanket contractual coverage is the au-

tomatic pick-up and coverage for all non-
incidental contractual agreements under a
liability insurance policy without them

being specifically scheduled. This automa-
tic coverage may be for either written or oral
agreements, but most often limited to writ-
ten agreements for obvious reasons. Some
insurance policies have this "built-in" while
in others it may be added by endorsement
on request. The important thing here is to
read your policy carefully or get the advice
of a knowledgeable insurance agent, broker
or consultant.

Hold-harmless agreements may be clas-
sified by the extent ofthe liability assumed,
being:

• LIMITED-under this form of contract

the indemnitor is merely affirming his own
legal responsibilities. In effect this agree-
ment says, "If you (the indemnitee) incur
any liability or legal expenses for actions
which I (the indemnitor) am solely respon-
sible for, I will make you whole."

• INTERMEDIATE-The indemnitor un-

der this form of contract gives up any
recovery he may have under laws of con-
tributory negligence by agreeing to indem-
nify the indemnitee for all liability and
legal expenses jointly caused. It makes no
difference that the indemnitee is 1% or 99%

at fault. This may be accomplished through
elaborate wording detailing the respon-
sibilities ofthe contracting parties or merely
exempting the indemnitor for the sole neg-
ligence of the indemnitee.

• BROAD-In this class, the indemnitor
agrees to hold the indemnitee harmless for
all liability no matter who is at fault.

. SUICIDAir-This form holds the indem-
nitor absolutely responsible for all loss,
however and by whomever caused. It is not
limited to legal liability of any party, but
includes even acts of God such as earth-
quake, wind and rain. While formerly re-
served to industry giants who were able to
get away with such insidious terms because
of their economic muscle, it is now the stan-
dard form of agreement.

We have seen the many areas in which
hold-harmless agreements may be encoun-
tered. Everyone in the organization must be
alert to such agreements and procedures es-
tablished for referral to the legal department
for review. Without adequate control proce-
dures, embarrassing losses are going to
occur and the negotiating process made
more difficult or the insurance more costly.

While it is necessary to determine the de-
gree or type of hold-harmless it does not
necessarily follow that a broad form agree-

Continued on following page

Lean self-insurers foresee growi ng future
By Gilbert Waters
Administrator

Florida Construction, Commerce and
Industry Self-Insurers Fund

.Mr. Waters delivered his remarks at the
fourth annual Workmen's Compensation
Self-Insurance Seminar in Sarasota. He is
also secretary-treasurer of the Associated
Setf-Insurers of Florida.

n OWE REALLY HAVE A FUTURE? Of
-L' course, the answer is yes. But why?
This question forces me to examine what we
do that's right and presumably what we do
better than our commercial insurance
friends who are also offering coverage to
employers to meet their statutory require-
ments for workers compensation.

The unique advantages of self-insurance
(and many of these points cover individual
self-insurers as well as funds) are manifold.

First, of course, is that's all we do. We
specialize. We worry with it on a day-to-day

Self-insurers do more useful work for the dollar than

anybody else...If everyone starts with the same
premium dollar, then we save money by not having
big buildings, large expensive staffs . . .'

-Gilbert Waters

basis. The self-insurance administrator is
very close in the chain of command to the
actual insured and to the servicing process.
In an insurance company there appear to be
layers of insulation between the injury and
the claims analysis and between the safety
inspection and the carrier's action process.

Thus, if self-insurance is to have a real
future this advantage must continue to be
preserved and emphasized in the future.

Next, there is a series of self-insurers' ad-
vantages that can best be summed up by

using my favorite economics word-
productivity. Self-insurers do more useful
work for the dollar than anybody else. Why?
I call ours a bare-bones operation. If every-
body starts with the same premium dollar,
then we save pennies by not having big
buildings, large expensive staffs, costly ad-
vertising, big sales costs and large acquisi-
tion costs. So while it costs a commercial
insurance company over 50 cents in over-
head to deliver nearly 50 cents in benefits,
we think it costs us less than 40 cents to
deliver over 60 cents in benefits.

In addition, funds have fixed fee ar-

rangements with service companies; they
carefully control their investments so as to
always protect principal and provide the
maximum safe rate of return. Therefore the
future should see a preservation of this em-
phasis on productivity and conservatism
that results in more service for the dollar
and more savings.

Self-insurance also offers better control of
the insured. This is axiomatic in an in(ie-
pendent self-insured. Funds, too, have this
asset. Our fund tries to be a "preferred risk"
program. We screen every applicant. Our
principal criterion is safety history! We
scrutinize at least three years of loss experi-
ence; we look atcredit; we look atnet worth;
we look at size and reject applicants under a
certain amount.

Once 'accepted, members of our self-
insurance fund are subject to regular safety
inspections and pre-employment question-
naires are required to assist in uncovering
previous injuries and preparation for possi-

Continued on page 26
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DEADLINE

June 30, 1978

QUESTIONNAIRE FOR

SEVENTH ANNUAL AGENT/BROKER PROFILES ISSUE

AUGUST 7, 1978

business insurance

All Items

MUST Be

Filled Out

(To qualify, agents and brokers must deal DIRECTLY with insureds and must have an annual premium
volume of $1 million or more, and at least $150,000 in gross revenues.)

Name of firm:

Home office address:

Phone number (include area corie)

PLEASE PRINT CLEARLY OR TYPE

Zip:

1977 1976

Premium volume: $ $ (estimate acceptable)

Gross revenues: $ $

Employes: (include principals or partners)

% commercial business: (based on gross revenues)

(NOTE: Profile cannot be run unless gross revenues and numbekof employes are supplied.)

Names and titles of principal officers (list no more than five):

How are you compensated by your clients? IlCommissions IlFees U Both

Acquisitions and mergers in 1977 and so far in 1978: (give dates)

Branch offices (cities):

Subsidiaries (list names):

Parent company:

Explain reason(s) for any major increase or decrease in gross reventies

Is your firm a licensed excess/surplus line broker? YFS

In what state(s)?

Name:

Title:

NO

Signature:

(Please recheck closely for accuracy and completion of ALL items.)

Please return to:

AgentIBroker Profiles, Business Insurance,
740 Rush Street, Chicago, Illinois 60611

DEADLINE

June 30, 1978

Our Agent/Broker listing
to be published Aug. 7

THE SEVENTH ANNUALBusiness /nsurance AgenVBroker prdfiles issue, which
contains vital information on more than 350 leading commercial insurance agents
and brokers in North America, will be published August 7.

The annual Profiles issue has become a year-round reference source for corpo-
rate executives interested in services provided by insurance brokers. It is the most
complete list anywhere of insurance brokers specializing in commercial accounts.

The special reportwill provide detailed looks atthe 20 largest U.S. brokers and the
largest Canadian firms. This year, in addition to information on revenues, employes,
acquisitions and future plans, Business /nsurance will publish the salaries of the
chief officers of the publicly held brokers. Information on gross revenues, employes,
acquisitions and officers is also provided on more than 300 other agents and brokers
in the U.S. and Canada.

Many agents and brokers listed in previous Profiles issues
have already received the questionnaire in the mail. The ques-
tionnaire on this page should not be filled out if you have
alreadycompleted thequestionnaireyou received inthe mail.

To qualify for the Profiles issue, an insurance broker or agent must deal directly
with insureds, must have an annual premium volume of $1 million or gross revenues
of at least $150,000 and must generate at least 50% of its business from commercial
accounts. Profiles will not be included without information on gross revenues and
the number of employes.

If you have any questions, call or write Greg David, Managing Editor, Business

/nsurance, 740 N. Rush St. or call 312-649-5279.

DEADLINE for returning the questionnaire is JUNE 30.

Self-insurers...
Continued from page 23

ble second injury cases. We have
specific cancellation requirements
for those who don't pay and dis-
counts for those who pay prompt-
ly.

The years ahead will see more
selectivity in the acceptance of
self-insurance members and more

constructive monitoring after ac-
ceptance. Additionally, we must
control claims, reserves and litiga-
tion. These age areas in which we,
through our service operations,
can properly investigate and
speedily pay off deserving claims,

help select proper medical help,
ferret out malingerers and unjus-
tified claims, contest the avarici-
ous and let it be known to attor-

neys and claimants that we are not
a pushover for the undeserving.

This is a long, rocky road, but I
think independent self-insureds
solve it better than group funds
because they are closer to the
scene and can act with more per-
sonal knowledge. It may well be
that we will have to come to a pol-
icy in which the insured himself
will have to pay his own bills for
the emergency room or the iso-

lated doctor's charge of say, up to
$50. We know it costs more to have

the insurance carrier process the
bill and we tend to lose control, es-
tablish reserves and have the in-

jured employe possibly think it's
okay to be sick a few more days
because the insurance company is
taking care of it.

Safety is another area of great
importance. In our FCCI Fund we
have often heard members say
they have never had an insurance
company safety program before.
Such a program seems to me to be
of paramount importance. If 60%
of every premium dollar or more is
spent for claims and emphasis on
safety can reduce that percentage,
we're talking about big dollars.
We've saving employer's produc-
tivity and most important we're
saving lives, pain and suffering.
Today our fund inspects every
member's jobs from once to four
times a year. Our office reviews re-
ports and we have inspectors call

back to see if discrepancies are
corrected. We conduct-with the

excellent help of the department of
commerce safety division-

three-day statewide safety semi-

nars. We plan cash safety awards
for safety supervisors of no-loss
members-special safety bonuses
to member companies that have
low loss years.

These four factors-specializa-
tion, productivity, control of in-
sureds and safety-sum up the
present unique assets of self-
insurance.

I haven't mentioned the prob-
lems. They are mostly difficulties
inherent in achieving a high degree
of success in thesefourmgjorareas
plus one more-excess insurance.

Our most critical present prob-
lem is sharing losses and providing
excess coverage. This situation hit
rock bottom in 1976 and hasn't

really improved much since. All
the information I've received in the

past 18 months shows that excess
insurers want to get further and
further from the losses-therefore,
we will see higher retentions and
more selectivity in providing ex-
cess insurance.

This also will mean that funds

will have to build up their own re-
serves or merge. Or it will mean
innovative new ideas. My as-
sociates and I have been exploring
ways of forming a captive insur-
ance company to provide a layer of
reinsurance to make our stop-loss
requirements more attractive to
reinsurers. I am very close to a
definite excess program which will
be applicable to funds that have
had decent histories of perfor-
mance. This is highest priority for
the future, as stop-loss coverage
represents life and death for our
funds. It affects our refund policy,

our choice of service programs and
our ability to develop financial
strength.

A future direction for self-

insurers funds is to move closer to

participating in the insurance in-
dustry ratemaking process, and
the experience modification re-
porting procedure. In these areas
we have a timely need for loss runs
and experience modification in-
formation. The Florida Rating
Bureau will eventually feel the
push of rising costs and a smaller
share of the market to assess for

operating budgets. We should be
ready to provide financial support
for these vital insurance functions.

Finally, looking ahead to the fu-
ture, we come to our insureds. I see

us as a more "preferred risk"
program-accepting employers at
manual rates or better, or review-
ing their loss ,histories carefully.
We should have cancellation

policies based on two years' loss
experience in our funds and we
should have variable discounts,

just as we have variable refunds
based on safety records. •
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t merges the.knowledge of the past with the activity of the
day to add an extra dimension to your company's point of view.

Active Reinsurance. Use its perspective to build the financial
strength of your company.
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around the states

Wyoming abolishes municipal immunity
CHEYENNE-The Wyoming

supreme court says that local gov-
ernments in the state can be sued

for damages.
On an appeal ofa traffic accident,

the court ruled unanimously that
persons can sue for damages
caused by counties and munici-
palities. It pointed out 36 other
states have eliminated legal im-
munity for local governments.

The court didn't say whether the
state can be sued for damages.
However, justice Robert R. Rose
Jr. said in a separate statement that
the ruling "may be broad enough"
to make the state liable for damage
claims.

However, the court postponed

any other effect of its decision until
July 1, 1979, because of "certain
problems which must be consid-
ered and proper arrangements
made" by governments.

"Although at one tikne there was
a clear majority of jurisdictions
which recognized the application
of the doctrine of immunity of
states and local government en-
tities," the court said, "it. would
appear that this is no longer the
case and there is a steady march to
eliminate it."

Suing parents

TOPEKA-Kansas Gov. Robert

Bennett has signed into law legis-

Product

Liabi lity
Control ...

when you're
up in the air
over product
liability.

Some things are best left to the experts.
We're also experts in... • Air and Water Pollution

• Industrial Hygiene • Occupational Health

• Accredited Industrial Hygiene • Ventilation Design
Laboratory Analysis • Trainingand Education

• Safety Call NATLSCO TOLL-FREE:
• Fire Protection Engineering 800-323-9585
• Claims Management
• Noiseand Vibration Consultants to management.

NATLSCO

National Loss Control Service Corporation
Long Grove, Illinois 60049 • 3121540-2400

lation allowing damages to be col-
lected from parents whose chil-
dren destroy property or inflict
bodily injury. It would allow law-
suits against parents for actual
property damages of up to $1,000
or actual medical expenses. The
suits could go beyond the $1,000
limit if the court finds that the

damage was the result of parental
neglect.

S.C. rate hike

COLUMBIA-A 29.2% increase

in workers compensation rates was
approved by the South Carolina
insurance commission, which then
called for a full examination of the

workers compensation assigned
risk plan as well as a yearly audit of
the state reinsurance facility.

The National Council on Com-

pensation Insurance told the
commission in January that work-
ers compensation experience in
South Carolina has deteriorated

badly and requested a 45.4% over-
all increase.

State insurance commissioner

John W. Lindsay told the commis-
sion that the "data provided indi-
cates a deterioration to some de-

gree. But our actuaries say this is
not in the magnitude they claim it
to be.'

The increase breaks down by in-
dustry groups to 32% for manufac-

,) .lit)4(liarv <)1

KempeR CORPORaTIOn

turing, 11.5% for contracting and
40.2% for all other. The increase

applies to policies issued or re-
newed after June 1.

Minn. rate hike

ST. PAUL-Minnesota insur-
ance commissioner Berton Heaton

approved increases averaging
30.5% in rates paid by Minnesota
employers for workers compensa-
tion insurance.

The insurance industry last fall
asked for a 67.5% increase in work-

ers compensation rates. The indus-
try said it could not afford to con-
tinue offering the insurance in
Minnesota under the old rate

schedule after the 1977 state legis-
lature increased benefits (BI, Sept.
19, 1977).

= Maximum benefits, which are
tied to the average weekly wage in
the state, are now $197 a week, up
from $145 a week in early 1977.

Under the new schedule, total
annual workers compensation
.premiums paid by state employers
will increase by $66.million to $279
million. Large, portions of the in-
creases will be retroactive to Oct. 1,
1977.

Nationwide appeals
TRENTON-Nationwide Insur-

ance Co. is appealing a ruling by a
New Jersey judge that the com-
pany cannot continue to not renew
automobile insurance policies.

Nationwide, citing heavy losses,
earliersaiditwaspullingoutofthe
state where it wrote auto fire and

commercial insurance policies.
Under an agreement with the state
insurance department, the com-
pany is offering policyholders one
additional renewal.

Nationwide said it would con-

tinue its policy of pulling out of
business in commercial and

homeowners policies.

W. Va. benefits

CHARLESTON-Gov. Jay Rocke-
feller has signed into law legisla-
tion requiring medical payments
while a workmen's compensation
claim is under court litigation.

Gov. Rockefeller termed it a

"dramatic and beneficial change."
It raises benefits from 66-and-

two-thirds of a claimant's weekly
paycheck to 70%. Another provi-
sion calls for a, 5% disability, or
20-week benefit rate, for any
worker suffering from white or
black lung.

Increases also were prescribed
in benefits for hearing disabilities
and dependent children who are
still in school.

Oklahoma veto

OKLAHOMA CITY-A con-

troversial workers compensation
bill has been vetoed by Gov. David
Boren of Oklahoma.

The measure would have dis-

mantled two major provisions
which will become effective July 1
under the Workers Compensation
Reform Act of 1977. It would have

restricted workers compensation
coverage to employes working in
hazardous occupations and would
have wiped out a new definition of
disability with what Gov. Boren
called an outmoded manual labor

definition.

The manual labor definition

would mean that an injured work-
er's disability would continue to be
rated on his ability to perform
manual labor, even if the job he
held when injured did not involve
manual labor.

Arbitration upheld

BALTIMORE-The Maryland
court of appeals upheld a state law
requiring that malpractice claims
be submitted to non-binding arbi-
tration before a lawsuit may be
filed. The appeals court reversed a
lower court ruling. .
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Faceoff on work comp regulation keys conference
CHICAGO-A faceoff on the

question of state versus federal
regulation, featuring seven nation-
ally-recognized authorities, will be

one of the highlights of the Na-
tional Conference on Workers

Compensation being sponsored by
Business Insurance July 24-26.

The two-and-a-half day confer-
ence will be held atthe Continental

Plaza Hotel in Chicago. It includes
six general sessions and seven
concurrent sessions covering
nearly every aspect of workers
compensation regulation, insur-
ance and self-insurance.

The entire morning on Wednes-
day will be spent debating the
merits and demerits of' proposed
federal legislation on workers
compensation. Donald E. Elis-

burg, assistant secretary of Labor,
will focus on the need for federal

regulation, being joined by Nor-
man A. Weintraub, chief econo-
mist for the International Brother-

hood of Teamsters and John H.

Lewis, an attorney from Florida
who has studied the need for a fed-

el'al workers compensation law.
Taking the position that state

regulation of workers compensa-
tion should be retained will be

Harry W. Dahl, an attorney from
Des Moines, Robert B. Collyer
from a Washington lobbying group
called the UBA and William J.

Moshofsky, vp of Georgia Pacific
Co. in Portland, Ore.

Setting the pace for the confer-

ence Monday morning will be
three widely-respected authorities
discussing occupational disease
and its relationship to workers
compensation. Dr. Thomas Man-
cuso from the University of Pitts-

burgh will speak on management's
responsibilities for the past and the
future, a subject expanded upon
by Dr. Peter Barth of the Univer-

sity of Connecticut and by Anth-
ony Mazzochi, vp of the Oil,
Chemical & Atomic Workers Inter-
national Union.

Now that cumulative trauma

provisions are proposed and under
discussion in at least a half-dozen

states, California's experience
with its cumulative trauma law

will be the subject of presentations
by Richard Robinson, an as-
semblyman from California who
had a great deal to do with that

info for buyers
• Will OSHA deemphasize minor
infractions and concentrate com-

pliance with major regulations?
Can OSHA conquer its bureaucra-
tic history and adhere to the Carter
Administration's promise of
"common sense" enforcement of

the Occupational Safety and
Health Act? The U.S. Chamber of

Commerce has analyzed these
questions in an 18-page booklet-
Switch to Common Sense

Priorities. One to nine copies cost
$1.25 each; 10-99 copies, $1 each,
and over 100 copies, $.75 each.
Write the Chamber of Commerce,
1615 H St. N.W., Washington, D.C.
20062.

. Directory of Facilities and Gay
& Taylor Introduces a New Ser-
vice are two promotional pam-
phlets describing the services of
Gay & Taylor Adjusters, an inde-
pendent firm providing multiple
line adjusting, automobile ap-
praisals and claims administration
for self-insurers. The new service

the firm is introducing is its auto-
mobile material damage appraisal
program. For free copies write
Marketing Dept., Gay & Taylor
Inc., P. O. Box 1410, Winston-
Salem, N.C. 27102.

state's law, and Alan Tebb, general

manager of the California Workers
Compensation Institute.

What's wrong with the present

system of establishing workers
compensation benefits? Will the
wage-loss concept ever supplant
the present method of setting ben-
efits? And would the wage-loss
concept solve any problems?
These questions will be tackled by
Ron Conley, acting director of the

office of policy research and analy-
sis for the U.S. Department of
Health, Education & Welfare, by
Clarence G. Johnson, executive vp
of Employe Benefits Insurance Co.
and by Joseph E. Markey, legisla-
tive advocate for the California

Self-Insurers Assn.

Gary J. Bausom, director of risk

management at Esmark Inc. and
Edward R. Lloyd, director of insur-
ance for Dan River Inc., will share
their experiences in planning and
administering the shift from in-

sured workers compensation pro-
grams to self-insured programs.

A broker and a self-insurance

administrator-John F. Milliken,
vp of Alexander & Alexander, and

Dan W. Huggins, regional vp of R.
L. Kautz & Co.-will present an
overview of the environment in

which companies who are self-

insuring must set out to obtain
fronting services and excess insur-
ance coverage for their self-funded
progranns.

There have been a handful of ma-

jor investigations into the problem
of fraud in workers compensation.
Because employers face increas-
ingly difficult problems on uncov-
ering illegal claims, three experts
on fraud will present their views of
how to document fraud, the extent
of the problem and what employ-
ers can do to prevent fraud.
Sharing his New York experiences
will be Salvatore J. Camp, assist-

ant counsel for the investigative
unitoftheWaterfrontCommission

of New York. Joining him is

Charles F. Murphy from the state
of Washington's department of la-

bor and industries, along with Wil-
liam W. Johnston, chairman ofthe
industrial commission for the state

of Ohio.

Crescent Wharf & Warehouse

Co. in Los Angeles set a precedent
when it won a battle with the Inter-

. Primer ofBoiler and Machinery
Insurance is an educational man-

ual describing the objects insured,
kinds of protection afforded, as
well as important accident preven-
tion and inspection services that
nnost carriers of this insurance

provide as a service to the
policyholder. Copies are $3. Write
Communications & Public Affairs

Dept., Kemper Insurance Cos.,
Long Grove, Ill. 60049; specify
XRA3.

. Kemper Insurance Cos. outlines
what it calls "the ultimate" in

properly damage coverage in a
brochure on its Manufacturers

Output Policy. For a free copy
write Communications & Public

Affairs Dept., Kemper Insurance
Cos., Long Grove, Ill. 60049.

• Reducing insurance costs for
Municipal Risk Management is
detailed in a reprint offered by
RIMCO insurance consultants.

Procedures for identifying expo-
sures, developing a risk program
and steps for risk analysis are
explained. For a free copy write
Keith Kakacek, Suite 180, RIMCO
Inc., 10300 N. Central Expressway,
Dallas, Tex. 75231.

nal Revenue Service over deduc-

tions taken for incurred workers

compensation losses. But there
were only a few issues resolved in
that case and some equally impor-
tant questions were left unre-
solved. The leading tax attorney in
the country on the subject of ac-
counting for so-called IBNR's is
Arthur B. Willis, an attorney in Los
Angeles who won thecase for Cres-
cent Wharf. He'll share his views

and expertise during a session of
this conference.

The question of whether the fed-
eral Longshoreman's & Harbor
Workers Act has gone far enough
or is going too far will be debated
by Ralph M. Hartman of the U.S.
Department of Labor, by Dennis
Lindsay, an attorney from Oregon
who has represented the steve-
doring industry, and by John J.
Runzer, a Philadelphia lawyer.

Administering safety and loss
prevention programs, the critical
element in controlling workers
compensation costs, will be tack-
led by a trio of experts, including
Richard Wilkins, manager of in-
dustrial relations and safety at
Rockwell International Corp., Wal-
ter Pfeiffer, director of corporate
safety at Coca-Cola Bottling Co. of
Los Angeles, and Harold V. Hod-
nick, safety consultant with Reed
Shaw Stenhouse of California.

Rehabilitation programs present

both problems and opportunities
for employers, particularly in
those states where legislation man-
dates that injured workers be voca-
tionally rehabilitated. Addressing
this complex subjectwillbe Edwin
L. Scharlau of 3M Co., George T.
Welch of International Rehabilita-
tion Associates, and Linda

Abernathy, director of rehabilita-
tion services for Fred S. James &
CO.

Documentation of health status

and cumulative injury presents
employers with a question of how
much to test, the cost-effectiveness
o f periodic testing and the relation-

ship of health and hearing tests to
workers compensation claims. Dr.
Joseph LaDou ofthePeninsula In-
dustrial Medical Clinic in Sunny-
vale, Calif., will speak on these

subjects, along with Dr. David
Lipscomb of the department of
audiology at the University ofTen-
nessee.

A nuts-and-bolts session on the

problems and solutions to working
with state workers compensation
regulators will be moderated by

Thomas S. Sprentall, manager of
workers compensation for East-
man Kodak Co., and by Henry Wi-

dick, regional vp of Gates, Mc-
Donald & Co.

The registration cost is $385. For
companies sending more than one
person to the conference, theregis-
tration fee is 10% less per person.

Inquiries and registrations
should be directed to Taylor Lu-
cas, Crain Education Division, 740

N. Rush St., Chicago, Ill. 60611, or
call (312) 649-5245. .

It's Time Yon
Staded
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join the PRO ... LONE 

When you're increasing STAR LIFE , and enjoy Let's talk about it
your Life Insurance and all the benefits offered just call me on our WATS

Disability Income Insur- in our Life and Disability line, 800/527-4527 or, if
ance business, you are Income Insurance pro- you're in Texas, dial 800/
starting to build a good grams. Then you will 492-4816.
future. have a good solid line

up.

*3EPRO

LONE STAR |aL
LIFE INSURANCE COMPANY

200 Treadway Plaza Exchange Park
P. 0. Box 35047 Dallas, Texas 75235

A Subsidiary o' K mart Corporation
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DIRECTOA OF SPECIAL MAAKETING

... it pa¥s big! Claims service is the bottom line in Self-Administered
Workers' Comp programs. Our answer: many small, key claims offices in
major cities- and a big computer. When your claims come in we're ready.
Wherever they are. We have the management, the staff, and 45 years' experi-
ence. We know what to do. And we care how we do it. R. L. Kautz & Co.

CORPORATE HEADQUARTERS, 1800 AVENUE OF THE STARS, LOS ANGELES, CALIFORNIA 90067, (213) 556-1111
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IRS move perils non-qualified plans
By JOSEPH S. ROBINSON

Attorney-at-Law

MANY NON-QUALIFIED de-
ferred pay plans will be outlawed if
the Treasury has its way. Here's the

story:

On Sept. 7, 1977, the IRS an-
nounced the suspension of rulings
dealing with the income tax treat-
ment of certain non-qualified de-
ferred compensation plans estab-
lished by state and local govern-
ments and other employers in
order to permit the IRS time to
complete a review of this subject.
On Feb. 3,1978, the IRS issued

proposed regulations that were
designed to reflect the conclusions
reached as a result of its review of

these non-qualified deferred com-
pensation plans.

The proposed regs would virtu-
ally eliminate the tax advantages
of deferred compensation ar-
rangements, other than qualified
plans. The proposal provides that
if a taxpayer (whether or not an
employe) individually chooses to
have payment of some portion of
his or her current compensation or
an amount of an increase in com-

pensation deferred and paid in a
later year, the amount will still be
treated as received by the taxpayer
in the earlier tax year. (Proposed
Reg. Sec. 1.61-16(a).)

The reg won't affect qualified
pension, profit sharing or stock
bonus plans, qualified bond
purchase plans or employe an-
nuities. But it will apply to any

other deferred compensation ar-
rangement even if the taxpayer's
rights in the deferred amount be-
come forfeitable as a result of exer-

cise of the optionto deferpayment.
If the proposed regs become fi-

nal, they will represent a switch in
the IRS position on deferred com-
pensation arrangements. Treasury
says that a number of rulings (Rev.
Rid. 67449: Rev. Rid. 68-86, Rev.
Rul. 69450, and Rev. Rul. 71419)
that permitted deferral of tax on
deferred compensation would no
longer be applied. In addition, IRS
acquiescence in Oates, 18 TC 570
and Robinson, 44 TC 20, would be
reconsidered. A number of other

rulings would also be re-examined
to determine whether the deferral

was in fact at the individual option
of the taxpayer.

An exception to the general rule
noted above provides that the
proposal would not apply to the
amount of any payment which the
employe has chosen to defer under

a plan or arrangement in existence
on Feb. 3, 1978, if the amount

would have been payable but for

GAO says U.S.
neglects arson

WASHINGTON-Although ar-
son losses now exceed $2 billion
annually, the federal government
still does not consider arson-
related crimes an enforcement

priority, according to a report by
the General Accounting Office.

The GAO report found that since
the government does not consider
arson to be a major problem, it not
too surprisingly lacks a unified
program to prevent, detect and in-
vestigate arson.

This lack of a concerted federal

effort to combat arson, comes at a
time when the number of incen-

diary bombings increased 200%
between 1975 and 1976, the GAO
said.

In San Francisco, arson fires
have jumped 800% in the past 12
years, while in Chicago 621 per-
sons were killed by fires in the last
threeyears. .

the employe's exercise of the op-
tion to defer receipt before a date
30 days after publication of final
regulations.

For purposes of this exception to
the general rule, the proposed reg-
ulations indicate that a plan or ar-
rangement in existence on Feb.
3, 1978, which is significantly
amended after such date will be

treated as a new plan as of the
date of such amendment. Cited

as examples of significant plan
amendments are the extension of

coverage to an additional class of
taxpayers or an increase in the
maximum percentage of compen-
sation subject to the taxpayer's op-
tion.

l

At this time it is uncertain when

final regulations will be issued by
IRS or whether they will differ to
any exter-t from their proposals.
Benefit managers involved with
plans affected by the proposals
should, however, be aware of the
uncertainties involved in the es-
tablishment of or modification to

such plans subsequent to Feb. 3,
1978.

Pension loans

Employes can borrow their pen-
sion benefits before they retire, ac-
cording tc final IRS pension rules.
Pension plans will not lose tax
qualification by lending funds to

j

an employe that equal the amount
ofpensionbenefitorprofitsharing
he has a right to. Otherwise, pen-
sion benefits cannot be assigned
before employe retires.

Limits increased

IRS has announced cost-of-

living adjustments to the dollar
limitations on benefits and con-

tributions under qualified pen-
sion, profitsharing and stock
bonus plans. As of January 1978,
the ceiling for the annual benefit
under defined benefit plans is
$90,150. For a defined contribution
plan, the limit for the annual addi-
tion is now $30,050.

1

Business meals

Under a long-standing rule, an
employe who voluntarily works
overtime at his office is not taxed

on supper money received from
his employer. But now the IRS
says it's another story when he
goes on extended one-day trips
that do not keep him away from
home overnight. In such a case, the
employe is liable for taxes on meal
reirnbursernents unless those

meals otherwise qualify as busi-
ness "entertainment" because he

dines with clients or customers.

Moreover, the employer must
withhold income and social secu-

rity taxes on reimbursements.
Example: Suppose, a Chicago

salesman flies to Washington to see
a customer, eats lunch by himself,
contacts the customer and then

eats dinner by himself before he
catches a flight back to Chicago
that same day. According to the
ruling, he is taxed on his reim-
bursements for his two meals. .

L
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The Hartford gave one compam
Colds, flu, and strained backs don't just disable

workers. They can also disable companies. When
too many workers are iome sick, productivity suffers.

And if those workers don't receive the proper
medical care or fast, efective rehabilitation, they stay
home longer. That raises disability costs and creates
headaches, too.

Those were the chronic problems facing one big
paper company. Problems that The Hartford, work-
ing with one of our incependent agents, helped
solve with a loss prevention program.

After three years or the job, The Hartford's loss
prevention program had helped reduce the average
number of disability days per employee by 48%.

Which kept the company from losing 11,148 work-
days a year due to injuries or illnesses. And saved it
$175,247 a year in disability claim costs.

Loss Prevention keeps companies healthy.

The Hartford's loss prevention specialists in group
health can design a program for virtually any large
business. One that can help keep workers on the job

and offthe sick list.

For example: We may work directly with doctors
in a local area to develop more effective diagnostic
techniques and rehabilitation programs.

We may recommend simple preventive health
measures such as an immunization program. Or



Court ruling...
Continued from page 1
York.

But a spokesman for the Ameri-
can Council of Life Insurance said

the decision didn't deal with equal

benefits. "A lot of people have
been reaching for the assumption
that because the court said you
can't have unequal contributions,
you can't have unequal benefits,"

he said. "But that is not the case at
all."

The Council spokesman added,
however, that there is certain to be
litigation in the future that will
tackle the unequal benefits issues
head on.

Defined contribution plans may
only need patchwork, but defined
benefit-that vast majority of U.S.
pension plans-might need ma-
jor surgery to be put back in or-
der in the wake of the decision,
some pension experts said.

In the landmark decision, the
court ruled that the Los Angeles
Department of Water and Power
violated the federal civil rights act
by requiring female employes to
contribute more than male em-
ployes into a mandatory pension
plan. The water department con-
tendedthatsincewomenontheav-

erage outlive men, women receive
more benefits and should be re-
quired to contribute more into the
plan.

The court rejected that argument
in ruling that the 1964 Civil Rights
Act prohibits treating individuals
simply as members of a racial, reli-
gious, sexual or national class.

Annuities

The statute's focus on the indi-

vidual is "unambiguous," wrote

765

1

suggest new workers get pre-employment physicals.
So they won't be assigned to jobs they can't physically
handle-and get injured as a result.

Maybe what your business really needs is an
"early warning system," a way to keep closer watch
over absenteeism and the reasons for it. If so, we'll
help you set one up.

Justice John Stevens. "Evan a true

generalization about the class is an
insufficient reason for disqualify-
ing an individual to whom the gen-
eralization does not apply."

Defined contribution plans
could be affected since the plans
often purchase annuities when
participants retire that pay women
lower monthly benefits than men.

A solution to this problem would
be for the plan to turn over the ac-
crued benefits to the employes and
let them purchase individual an-
nuities, said Harrison Givens, vp
and actuary for the Equitable.

The court specifically allowed
this option as Justice Stevens
wrote that the Civil Rights Act in-
volved only employer-employe re-
lationships.

An individual receiving a lump
sum payout from a retirement plan
would have to purchase the annu-
ity within 60 days of receiving the
benefits or the worker would have

to pay taxes on the benefit.
There is, however, a hitch from

ifti
f

11,148 extra workdays in one year.

When losses go down, rates don't have to go up.
By preventing injuries, illness and long periods of

disability, The Hartford can also help make insurance
more affordable.

Because our more than 60 years of experience in
designing loss prevention programs has shown that

switching annuity purchases from
the plan to the individual. Due to
higher acquisition and administra-
tive costs, individually purchased
annuities often give a lower return
than plan purchased annuities,
said William E. Chapman II, 2nd vp
at Connecticut General Life Insur-
ance Co.

Defined benefit pension plans
may be set up "for the next ham-
mer blow" as Mr. Chapman puts it.
The challenge to those plans will
be to using sex as a basis for calcu-
lating joint survivors benefits.

Survivor benefits

Defined benefit pensions do not
consider sex in determining bene-
fits since an individual's monthly
payment is usually based on salary
and years of service.

Currently, survivors benefits
have sex distinctions. For exam-

ple, a male employe entitled to
$500 a month at 65 may choose to
have the benefit reduced to $400 so

when losses go down, rates don't have to go up.
That's why The Hartford's loss prevention

counseling comes with every group policy we sell,
including our'new group dental plan.

Find out how it can help your business and your
employees become more productive. Just check the
Yellow Pages for the independent agent -who represents The Hartford. Do it today. f,you•»A
It'll be good for your company's health.

The best protection is prevention.

THE HARTFORDjum#'**
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that his wife can get a $200 survi-
vors benefit if he dies.

But if a working wife, also en-
titled to a monthly $500 pension
benefit, exchanges her full pension
for a joint survivors benefit, she
might only receive $350 per month,
with the spouse picking up $175
when she dies.

"A woman is bound to say:'This
isn't as good a deal you give a man.
The joint survivors benefit is part
of the pension and the pension
plan cannot be contaminated by
sex distinctions under the Civil
Rights Act,' " said Mr. Givens.

Employers may have to put more
money into defined plans to equal-
ize male and female benefits, ifthe
courts outlaw actuarially-based
joint survivors benefits, said Rich-
ard Sears, a partner at Kwasha
Lipton of Englewood Cliffs, N.J.

Few experts expressed sur-
prise at the court decision. "It is
in line with what I would have ex-
pected them to come out with,"
said Joseph J. Stahl II, deputy di-
rector of the human resources
management group at Alexander
& Alexander in New York.

'Inconsistencies'

But one pension authority
blasted the court for its inconsist-

encies. "The justices say they
don't want to affect actuarial struc-

tures," said Kenneth Keene, senior
vp at Johnson & Higgins. "Yet
they are introducing an actuarial
distortion since everyone knows
women live longer than men."

But Susan Ross of the American

Civil Liberties Union praised the
court for championing a "further
erosion of the whole notion of the

legitimacy of classifications based
on sex."

Ms. Ross said she was surprised
by the decision since the same
court ruled in December 1976 that

the civil rights act does not require
employers to pay disability bene-
fits to pregnant employes.

Justice Stevens, who wrote the
6-2 decision, said the two situa-
tions were different. In the preg-
nancy case (General Electric vs.
Gilbert), the plan only discrimi-
nated on the basis of a disability
not on the basis of class as the Los

Angeles pension plan did.
The court emphasized that it did

not want to "revolutionize" the in-

surance and pension industries.
Insurance companies can still de-
termine the sexual composition of
an employer's work force in deter-
mining the rates it charges.

And for individual policies,
women still may be charged more
than men. But down the road,
Johnson & Higgins's Mr. Keene
believes "it is not too unlikely that
we will have a true unisex ap-
proach in profit sharing and pen-
sion plans and in terms of what in-
surance companies are allowed to
charge for bearing risks." .

New company
Kansa Cos., one of Finland's

leading insurance groups, has
formed Kanda International In-

surance Co. Ltd. in Hamilton,
Bermuda. The Blades Manage-
ment Co. will manage and under-
write for the new insurer, which
will participate in the Blades U.S.
and international pools.

- imd@[p@et 
insurance and employee benefits

complete analysis
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Flexible benefits...
Continued from page 1
TRW systems and energy division
in Redondo Beach, Calif.

The company plans to expand
flexible benefits from the Califor-.
niadivisiontocorporateheadquar-

ters in Cleveland. "But first we

have to wait for legislation that
would clarify how vacation and
cash will be treated by the IRS,"
said Ray Olsen, director of com-
pensation and employe benefits
for TRW.

TRW, however, does offer em-
ployes up to $2 a week in cash in-

stead of credits to be applied to-
ward other forms of benefits. This

action is permitted under ERISA,
which permits changes such as al-
lowing cash payments if a flexible
plan was in existence before June
27, 1974.

Despite such difficulties, Thorn-
as H. Paine, a partner with Hewitt
Associates, expects flexible bene-
fits to spread. "We foresaw a lot of
problems originally, but we have
worked enough with these prob-
lems that we know they can be
solved," he added. Hewitt Asso-

C../YPTYMPri9APT'Mrh</4
There are
UmbrellasJand
thereareUmbrellas
Primary or Excess, Complex or Simple,
Land or Water

The Wetzel Company,Inc.
2000 South Post Oak, Suite 2400

- - - Mailing Address: P.O. Box 66452
Houston, Texas 77006

Telephone: 713/626-3240
Telex: 76-2053
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ciates consulted on both the Amer-

ican Cari and TRW program.
Mr. Paine noted that some con-

cerns about flexible benefits plans
centered cn whether workers

would select good choices and
whetherthecompanywouldbelia-
ble if it gave bad advice. Those
problems were solved at American
Can and ETS by clearly communi-
eating with employes and giving
them two chances at enrollment,
he said. In addition, wheneverETS

thinks an employe has made a mis-
take in selection, it sends the

worker a "reasonability state-
ment" to allow the employe a sec-
ond look at his selections.

Time & money

The "cafeteria approach" to em-
ploye benefits takes a strong com-
mitment both in time and dollars,
Mr. Paine said. He estimated that
implementasion of a flexible bene-
fit program would cost $500,000
and would take one to two years.

Thomas E. Kenney, corporation
director of compensation and
benefits at Bectron Dickinson &

Co., is among those who say that
flexible benefits is a good idea but
involves too many problems.

Mr. Kenney said the flexible plan
would be a tough concept to sell to
management since the prime con-
cern in benefits is the high cost of
providing insurance coverage.

"To add this (flexible benefits) to
the whole benefits will make the
problems enormous," he said.

Also compounding problems
with the caf€teria approach is that
it creates a "bureaucratic night-
mare" and that it takes "unlimited

computerresources"toadminister
the program Mr. Kenney added.

Regardless of the administrative
problems, high costs and large
amounts of money to add flexibil-
ity to plans, TRW, ETS and Ameri-
can Can said they are pleased with
the results o f their efforts.

As far as cost is concerned, Mr.
Paine said, companies think that
their efforts pay off because em-
ployes look at the company as a
good place to work and because
employes like an imaginative com-
pany. "Overall," he said, "it con-
tributes to a sense of good will
among the employes and the com-
pany."

American Can's program con-
sists of required core benefits and
optional benefits above the core
level. Using flexible credit dollars,

FISHING IN TROUBLED WATERS?
Professional Liability

COVERX CORPORATION

30161 SOUTHFIELD ROAD

SOUTHFIELD, MICHIGAN 48076
TELEPHONE' (313) 644-3200
TELEX 23-5635

PRIMARY/EXCESS for...

• Hospitals
• Abortion Clinics

• Mental Health Clinics

• Diagnostic Laboratories
• Medical/Surgical Clinics
• Nursing Hcmes
• Emergency Rooms

Call Us...

Excess & Surplus Lines
Specialists

Serving Insurance Agents
& Companies exclusively

Affiliated Office:

AGENCY MARKETING, INC. OF COLORADO

180 Adams, Denver, Colorado 80206

(303) 321-2700

employes select optional cover-
ages that add up to the company's
traditional program. Employes can
select coverages from medical, life,
vacation, disability and retire-
ment/capital accumulation bene-
fits. (Bl, March 6).

Currently, American Can is test-
ing its program with 760 employes
but plans to expand it by Jan. 1 to
salaried employes at 164 different
locations.

TRW's program is of lesser
scope in both the number of loca-
tions used and in the variety of
choices offered to employes. But it

is used for approximately 12,000
employes in California.

It offers choices in hospital/
medical insurance, either a stan-
dard plan, improved or low-benefit
plan. Eight choices are available in

employe life insurance, ranging
from one-half annual salary up to
,five times salary. Employes can
also buy dependent life insurance
in the amount of $1,500. Coverage
for dependent children from age 11
days to six months is $100.

ETS plan

Six plans are available in supple-
mental accidental death and dis-

memberment. Amounts range

from $25,000 to $250,000 and vary-
ing amounts ofcoverage are availa-
ble for spouses and dependent
children.

ETS introduced its flexible pro-

gram as an improvement in bene-
fits. The amount of flexible bene-

fits employes can buy is based on
the number ofyears served and sal-
ary. An employe with one year of
service can buy benefits up to 3%
of his salary while an employe with
10 or more years service could buy
benefits up to 6% of his salary.

Coverage above basic benefits
can be bought in life insurance,
travel/accident insurance, Blue
Cross/Blue Shield medical insur-

ance, dental or for an annual physi-
cal exam. Tuition aid can also be

purchased.
Armed with extensive commu-

nication efforts, complex com-
puter systems and strong commit-
ments to implement flexible bene-

fits properly, the three companies
have found much success.

TRW was able to overcome the

cost and administration problems

of starting its flexible benefits
since the company was already in
the process of computerizing its
payroll system. ETS and American
Can also had the advantage of com-
puterized systems already in place

)efore adding the flexible benefit
program to the overall computer-
ized system.

"It's a complex system but once
it's in place it's as successful as any
computerized system," said TRW's
Mr. Olsen.

TRW plan

In fact, the only major problem
TRW had with its new plans is that
some employes selected low level
plans yielding credits that weren't
used to purchase other flexible
benefits. This left a balance and ei-

ther the employes had the option
of changing their choices or de-
faulting to their previous irlsur-
ance coverage.

The company said 200 employes
were in this situation and that

many didn't view the program as
very flexible for their particular sit-
uation.

Regardless, an employe attitude
study in 1976 found approximately
87% of employes were satisfied

•with the flexible benefits program.
TRW and American Can told of

pressures in implementing such a
program. TRW said the employe
benefits department received 4,000
calls from employes in a three-
month period preceding imple-
mentation of the program.

Robert Bogart, director of sala-
ried benefits for American Can,
said "we would have liked to have

had more time to get everything
done. We were rushing to get the
communications and printing jobs
finished."

Mr. Bogart said a staff of three
worked almost a year and a halfto
complete design of the program
and communication with reviews
from Hewitt after the initial deci-
sion was made to go ahead with the
program. •

Wyatt consultants mailing
1978 D&0 questionnaire

CHICAGO-Wyatt Co. is in the
process of mailing questionnaires
for its 1978 directors and officers

liability insurance study. The
study wasn't conducted in 1977,

but is being resumed with final re-
sults scheduled to be ready in mid-
September.

Wyatt's director of risk man-
agement services, Warren Brock-
meier, said the mailing will go out
to about 11,000 different com-
panies, asking them about their
purchasing practices regarding
D&0 insurance. They will also be
asked to provide claims data.

The survey includes a new ques-

tion this year, relating to D&0 pol-
icy exclusions added in the last
year or so. "We want to know how
prevalent some of the new exclu-
sions are, such as the exclusion of

antitrust violations, illegal pay-
ments to officials, political con-
tributions, the acts of advising or
financing any real estate invest-
ment trust and the exclusion of all

acts giving rise to prior or pending
litigation," said Mr. Brockmeier.

All participants in the Wyatt sur-
vey will be sent a summary report
of the results. In previous years,

Wyatt has sold a detailed report
based on the survey. This report
has been eliminated in favor of a

series of two-day seminars around
the country costing $325, at which
people from Wyatt will present in
detail the findings.

Also speaking at the seminars will
be William E. Knepper, a lawyer
who is the author of a text on the

liability of corporate directors. .

We want your info
for our upcoming issues
The Info for Buyers column in Business Insurance lists

educational, informational and promotional material of in-
terest to risk managers and employe benefit executives.
The information must be available free or for a modest cost

(under $10). The Info for Buyers column in several
issues will carry reader service numbers, allowing our read-
ers to order severalitems merely by returning a single card.
If you would like to offer material on any risk management
or employe benefits topic, just send a sample to Merrill
Saltzman, Business Insurance, 740 N. Rush St., Chicago, Ill.
60611.
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will look a great deal different than
the bill introduced this month.

Still, "this is going to be the lead-

ing bill in the Senate. As far as
legislation that calls for changes in
ERISA, thisisgoingtobethehorse
that everyone is going to be keep-
ing their eye on," said Washington

attorney Michael S. Gordon, who
helped draft ERISA while a Senate
staffer.

Highlights of the bill include cre-
ation of a single agency to enforce

ERISA, simplification ofreporting
requirements, tax incentives to im-
prove plans and reversingthe now-
famous Daniel decision.

At the very core ofthe bill, which
Sen. Javits calls the ERISA Im-
provements Act of 1978, is the
elimination of the current tripar-
tite system of administration.

A new federal agency, the Em-
ploye Benefits Commission,
would be created that would take
over the present ERISA-related re-
sponsibilities of the Labor Depart-
ment, the Internal Revenue Ser-
vice and the Pension Benefit Guar-

anty Corp.
The commission would have five ·

members. The chairman would be

selected by the President from a
list of nominees prepared by the
secretary of Labor while the vice
chairman would be chosen from

nominees prepared by the Trea-
sury secretary. The remaining
three commission members would
be selected from a list drawn up by
the Labor Department and Trea-
sury.

The one agency regulatory ap-
proach was described by Atlanta
attorney Stanley Hackett as a ma-
jor step toward eliminating the
enormous delays and duplication
that he said is a natural by-product
of dual jurisdiction.

But a Washington, D.C., attorney
said a new agency only would
transfer, not solve, ERISA-related
problems. "I don't think it (ending
dual jurisdiction) would get rid of
the mass incompetence at the La-
bor Department," he said. "That
incompetence wouldjust be trans-
ferred en masse to the new

agency."

Employers would be en-

couraged to offer improved pen-
sion plans, through the use of tax
credits. Plans that have "signifi-
cantly earlier participation and
significantly more rapid vesting
rules" than ERISA's minimum
standards would receive a 5% tax

credit of plan contributions in ad-
dition to the normal tax deduction.

Tax credits also would be per-
mitted for five years for small em-
ployers that establish new quali-
fied plans. The credit would be

equal to 5% of the deduction al-
lowed for the first year, 3% for the
next two years and 1% for the
fourth and fifth years.

Mr. Williams and Mr. Javits also

have proposed "special master
plans." Under the concept for de-
fined contribution plans, employ-
ers could join plans sponsored by
financial institutions such as

banks and insurance companies.
The financial institutions would

handlereportinganddisclosurere-
quirements, communication with
federal agencies, claims by partici.
pants and asset management. As
plan administrator,.the institution,
rather than the employer, would
have fiduciary liability for the plan.

All that would be required-ofthe
employer would be to furnish the
institution with workforce data

and "timely contributions."
Mr. Gordon saluted the master

plan concept as one of the best fea-
tures in the bill. "It provides a more
feasible way of.. enabling. small
business plans to get started and .
be maintained with a minimal

and a minimal amount of ERISA

compliance," he said.
The bill takes direct aim at the

paperwork and reporting burdens
that many administrators said
have been a factor in plan termina-
tions. Summary annual reports no
longer would have to be distrib-
uted to employes though an em-
ploye still could request a copy.

Instead, an administrator simply
would be required every 10 years
to provide a summary plan de-
scription that includes all plan
amendments.

The elimination of the summary
report requirement and other re-
porting requirements that are
"costly, confusing, useless and
driving everyone crazy" will be a
boon to employers, said Richard
Fay, an attorney with Reed, Smith,
Shaw & McClay in Washington,
D.C.

But Karen Ferguson of the Pen-
sion Rights Center said,"We think
it is absolutely essential that em-
ployes be told in a meaningful way
what is being done with their
money."

The bill also would give the pro-
posed Employe Benefits Commis-
sion authority to exempt benefit
plans from existing paperwork re-
quirements.

Employe pension benefits

would be improved under the bill.
For a participant who is 50%
vested, the pension plan would
havetoprovideasurvivor'sbenefit
to the spouse that would begin on
the annuity starting date. In addi-
tion, welfare plans would be for-
bidden to reduce disability bene-
fits to compensate for Social Secu-
rity increases to participants.

The legislation would reverse
the Daniel decision in which

courts held that pension funds are
subject to the antifraud provisions
of the security laws.
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Bill would tackle trusts
The proposed legislation would fill the legal vacuum that -

has permitted the unregulated growth of self-funded multi-
ple employer trusts by defining whether or not federal or
state regulation would apply.

If participants in the plan'have a commonality of interest
with respect to their employment relationship, the plan
would be considered an ERISA employe benefit plan and
regulation would be at the federallevel. However, ifthe plan
participants lacked this commonality of interest, ERISA
would not preempt state law and the plans would be subject
to state regulation.

In addition, the legislation calls for the establishment of
solvency and reserve requirements for uninsured welfare
plans.

The Pension Rights Center's Ms.
Ferguson blasted ·this section of
the bill as a "total sellout to George
Meany (president of the AFL-CIO)
and big business." In proposing to
overturn Daniel, Sen. Williams and
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1 / , I-1*

143

-,-i... -

W/$7&7/" , ,
-

4 7. 1-.

Wm. H. MeGee & Co., Inc.
Established 1887

Representing

Sen. Javits are disregarding the in-
terests of workers, Ms. Ferguson
added.

The administration has not tak-

en a position on the bill and hear-
ings have not been scheduled. .

Security Insurance Company of Hartford Since 1894
St. Paul Fire and Marine Insurance Co. Since 1902

Sun Insurance Company of New York Since 1924

Marine Indemnity Insurance Company of America Since 1945
Royal Exchange Assurance of America, Inc. Since 1945

Taisho Marine and Fire Insurance Co., Ltd. Since 1957

The Monarch Insurance Company of Ohio Since 1965

The Camden Fire Insurance Association Since 1974

General Accident Fire and Life Assurance Corp., Ltd. Since 1974

Millers National Insurance Company Since 1974

Peerless Insurance Company Since 1977

The Baloise Insurance Company of America Since 1978

For a stable ocean marine, inland marine & multi-peril market,,

"See McGee"
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New York pro posal...
Continued from page 1
the trade zone concept. AIG presi-
dent and chief executive officer

Maurice R. Greenberg first called
for its establishment over a year

ago.

'The regulatory climate doesn't
m Fe fast enough to deal with the

large corporations; he told Busi-
ness Insurance, "These corpora-
tions want to sit down and design a
program and getit fast" ratherthan
wait for departmental approval.

A regulatory climate that is con-
ducive to doing commercial ousi-
ness faster will aid New York in-

We'm
all fired

up about
our AD&D
- plans.

You'll see why when you contact
your nearest Fireman's Fund American
Group Office and talk to one of our
Group Sales specialists. They handle all
forms of 24-hour or travel-only group
Accidental Death plans for virtually any
group, including Sports Teams, Concen-
trations, and other special risks. Group
Insurance needs are their full-time
business. They can get you the right
quote fast. And equally fast issue.

This coverage is available in most
states. Just check the phone list below
for the nearest Fireman's
Fund American

Group Office.
And get

fired up too.

FIREMANS FUND AMERICAN LIFE INSURANCE COMPANY

Home Office: San Rafael, CA
Atlanta 404-261-2500 Dallas 214-748-5151 Nashville 615-383-2600
Boston 617-742-5100 Detroit 313-557-5700 North Jersey 201-285-3150
Chicago 312-435-2000 Houston 713-526-2771 St. Louis 314-569-2100

Oncinnati 513-381-6060 Los Angeles 213-381-3141 San Francisco 415-421-1676

surers seeking to increase their
business, Mr. Greenberg added.

Risk managers and brokers in-
terviewed generally supported the
proposal. "I'd be in favor of any-
thing that loosens up the insurance
marketplace and to the degree that
this bill does it, risk managers
could favor it," said Fred W. Ing-
ham, corporate director of insur-
ance at Union Carbide.

Edith Liehota, assistant trea-
surer for Carborundum Corp. and
chairmanofthe RIMSgovernment
affairs committee, said the pro-
posal could be the forerunner of a
"Lloyd's bill" that would reduce
regulationonawiderrangeofrisks
and policy sizes.

Further deregulation could
produce a 'Lloyd's-type market"
and lead not only to increased un-
derwriting in New York, but also
have a positive effect on the U.S.
balance of trade with Great Brit-

ain, she explained.
"It is something that should

have been done 35 years ago," said

Marsh & MeLennan executive vp
Robert Clements. Since brokers

share their clients' concerns re-

garding inadequate market capac-
ity, brokers will welcome this
move, he predicted.

"What attracts business to Lon-

don is that it is the center of capac-
ity and talent," Mr. Clements
noted. "If this law attracts capacity
and talent to New York, it will

puild New York as a competitor to
London."

"Anything that makes it easier
for insurance companies to work
tends to bring more capacity,"
added Richard E. Lynn, senior vp
with Alexander & Alexander.

"Where there is a lot of capacity, it

EDI-H LICHOTA of Carborundum says
fhe oill could be tl-e forerunner of c

Lloyd's bill that woLId reduce regula-
tion on a wide range of risks.

becomes competilive capacity and
it tends to affect price."

Other states are considering the
possibility of establishing free
trade zones, he noted. The more
states establishing such zones, the
greater the benefits that will ac-
c rue to insurance buyers, Mr. Lynn
said.

It is no secret :hat many com-
mercial insureds secure their insur-

ancefromLcndonbecausethe reg-
1_latory process imits coverage
available here, said Henry Katz, se-
r.ior vp forgcvernment affairs with
The Home Insurance Co. The

Horne supports the free trade zone
concept and is studying the par-
ticulars of the bill, he proceeded to
add

Whether the regulatory reform

ROBERT CLEMENTS of M&M says the

N.Y. proposal "is something that
sho Jld have been done 35 years ago"
anc brokers will welcome the move.

propcsal willlead to an expansion
of capacity among New York un-
derwriters depends upon whether
tha-. business can be written eco-

nonically and profitably here, Mr.
Katz said. "Capacity goes where it
can te used profitably."

Tne New York state senate insur-

ance committee will hold a public
hearing on the trade zone bill and
other proposals for easing the reg-
ulatory climate regarding commer-
cial Insurance May 19 at New
York s World Trade Center. The

hearing is scheduled to begin at 10
a.rn.

An aide to committee chairman

John Dunne (R-Garden City) said
the senator has not taken a position
on --he bill but is conducting the
hearing to learn about various pro-
posal. and their workings. .

AMERICAN INTERNATIONAL
UNDERWRIERS& AL CHARM

OFEGYPTANNOUNCE
THE FORMATION 01

THEEGYPIAN AMERICAN
INSURANCE COMPANY.

Egyptian American is the
first American joint venture
insurance company established
in the Free Zine of Egypt and
authorized to write alllines of
insurance in US. dollars
coT-ering risks thiroughout the
Middle East.

For full info]mation please
contact your local American
International Underwriters office.
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EGYPTNIN RMERICRN INSURRN[E CO.
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Continued from page 38

Donald J. Jennings, who previ-
handled Chicago-area

claims, is in charge of claims for
both Chicago and Phoenix.

***

Judith L. Schroeder has been

named risk manager for the city of
Aurora, Colo., where she adminis-
ters the city's self-insurance pro-
grams in property, liability, work-
ers compensation and safety pro-

gram. She reports to safety depart-
ment head Robert Dorsey. Ms.
Schroeder, formerly senior safety
coordinator for the University of
Arizona, has been replaced by Dr.
James Glaze. Dr. Glaze whose new

position was effective May 1 was
previously employed in the en-
vironmental health and safety de-
partment at the Urbana campus of
the University of Illinois where he
hasn't been replaced.

***

Susan K. Backus at age 22 is one

oftheyoungest risk managers in the
U.S., after recently joining Good-
pasture Inc. in Houston. Goodpas-
ture, operators of terminal grain
elevators, experienced a major loss
of $26 million when one of its
elevators exploded in 1975. Ms.
Backus is currently seeking to ob-
tain coverage on a newly built
elevator. As a 1977 graduate of the
University of Georgia with a de-
gree in risk management, Ms. Bac-
kus's first job was as assistant risk
manager for Federal Mogul.Corp.
in Southfield, Mich. She worked
under corporate risk manager
Ronald W. Stasch for approxi-
mately seven months; her former
job hasn't been filled.

***

Charles H. Harry, 43, has joined
National Tire Dealers & Retread-

ers Assn. as director ofinsurance, a
new position reporting to execu-
.ive vp Philip P. Friedlander. Pre-
viously, Mr. Harry worked for
Dynalectron Corp. in McLean, Va.,
as corporate insurance manager.
James A. Stuart has filled that po-·
sition as assistant vp of risk man-
agement.

***

People's Gas.Co. of Chicago has
realigned its insurance and pen-
sions department into three areas
of responsibility, each headed. by
an administrator. The adminis-

Lrators are Howard E. Hight, pen-
sions and benefit plans; Fred J.
Rudow, fund analysis and control,
and George Schuitema, risk man-
agement. All report to John Doer-
ing, director of insurance and pen-
sions. Mr. Hight will handle non-
financial aspects of employe pen-
:ions and benefit plans, Mr.
Rudow will concentrate on finan-

cial responsibilities of such plans,
and Mr. Schuitema will specialize
in corporate property and casualty
insurance. Mr. Hight, who joined
the company in 1954, transfers
from employe relations. Mr.
Rudow most recently was coor-
dinator of insurance and pensions
and has been with the company
since 1966. Transferring from in-
surance and pensions specialist is
Mr. Schuitema, who joined the
company in 1967.

***

Betty Ann· Moravek, 28, has
joined Squibb Corp. in New York
as insurance analyst. She reports
to insurance director John B.

Heekin. Previously, Ms. Moravek
was an account representative for
Marsh & MeLennan in New York.

She replaces Raymond Steinbach
III, who as reported joined Fos-
ter Wheeler Energy Corp. in
Livingston, N.J.

**

The position of assistant insur-

ance manager has been created at
Schering-Plough in Kenilworth,

-_----3

Charlie Groves, 69, a former risk
manager and the man who almost
singlehandedly engineered the
passage of the Colorado Captive
Insurance Company Act in 1972,
died in late April in Denver after a
long series of illnesses and heart
attacks. A native of Nebraska, he

served for many years as vp-
general counsel in charge of insur-
ance and labor relations for a

Denver-based company now

known as CF&I Steel Corp. In the
late 1960s he joined Frank B. Hall
& Co. as a consultant, spearhead-
ing the Colorado captive move-
ment in the early 1970s and manag-
ing until 1975 Hall's Denver cap-
tive management operation, which
is the leading manager of
Colorado-based captive insurers.
Mr. Groves worked closely for
many years with J. Richard

Barnes, the insurance commis-
sioner of Colorado. In the last few

years, Mr. Groves had continued to
consult on special projects for
Frank B. Hall of Colorado. He

leaves a widow, Frances, two sons
and a number of grandchildren.

Carazo, 33, was named to the posi-
tion with duties in casualty insur-
ance. He reports to Spencer Ran-
kin, director of insurance and
risk management. Previously, Mr.
Carazo was senior insurance

specialist at BASF Wyandotte

Corp. in Parsippany, N.J., where
he hasn't been replaced.

* * I

The new director of human re-

sources at Norwich-Eaton Phar-

maceuticals in Norwich, N.Y., is
W. Gilmore McKie, 50. He's re-

sponsible for personnel functions
and administrative service de-

partments, reporting to senior vp
of administration Jean J. Intes. Mr.

McKie's new position follows the
promotion of Hugh C. Marx ·from
human resources in the Norwich

subsidiary to vp of human re-
sources at Morton-Norwich Prod-

ucts Inc. in Chicago. Mr. McKie
previously was director of

employe relations at the Link divi-
sion of Singer Co. in Binghamton,
N.Y.

Charles W. Hoffman, 50, has
joined Revlon Inc. in New York as
director of safety, a new position.
He reports to Dr. Abraham Miz-
rahi, vp and director of health and
safety. Previously, he was corpo-

rate manager of safety for Inmont
Corp. in New York, where he
hasn't been replaced.

.

We'd like to report on staff
changes in your risk management
or emplove benefits department.
Just drop a note to Rebecca A.
Fannin, Business Insurance, 708
Third Aue., N.Y., N.Y. 10017 or
call 212-986-5050. We'd also like

to receive pictuTes of those in-
volved.
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6*re you insuring
your insurance?"

isThe time to "smell smoke

when you're reviewing your
property insurance
coverage-not later. With
building and equipment costs
soaring, and no end in sight,
many companies are
dangerously underinsured.

For nearly fifty years,
Marshall and Stevens' clients

have realized the security of
"insuring their insurance"-by
keeping values and property
records upto date.

The smaller insureds need

detailed inventories and values

while the major companies
(even those with "captives")

require periodic independent
study of procedures and
resulting values. Either
service, detailed appraisal or
valuation consultation,

assures that the property
investment entrusted to

management by the

stockholders is well protected.
If there's any doubt about

your insurance "being
insured," Marshall and

Stevens would be pleased to
review your specific situation.

Want to learn more? Any of
our 17 local offices have

detailed free information. For

the one nearest you, call any
Area Office-collect:

Los Angeles-(213) 624-3661
St. Louis-(314) 621-7025
Philadelphia-(215) 299-5700

Appraisals by
MARSHALL

AND STEVENS

INCORPORATED

The Asset Management Professionals '

Contending with the risks of
explosion, rupture and
overheating is bad enough. insurance carriers with a
But when you can't get boiler and machinery
quotes or a completed facility, Z-A can offer this
policy on time, you may do important coverage either
some exploding yourself. separately or as part of a full
Relieve the pressure. Come insurance package. And we
to Zurich-American, where #-1.9. don'ttakeyourbusi-
we can lame the boiler j)'iA --94%4 ness for granted. At
and machinery mon- r.j/Ee,211 15 Zurich-American,
sters. As one of the· -tfi==-=*21.6 service is our
few multi-line number one policy,
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POSITIONS WANTED

people
INSURANCE ACCOUNT EXECUTIVE

classified advertising LOOKING FOR OPPORTUNITY Commercial agency needs executive

AGENCY MANAGEMENT/OWNERSHIP/ with property/casualty experience for
RISK MANAGEMENT-20 years of excel- account service and development

lent experience as Special Agent, Pro- Excellent opportunity for advance-

AmEx ups
ducer, Marketing Manager, Risk Manage- ment Salary open subject to qualifi-

RATES AND CLOSING TIME $300 per line, minimumcharge $1500. Cash ment and Agency Management Early cations Our Western Massachusettsforbes Willing to re-locate Resume location with its recreational and

with order Figure all cap lines (manmicm-two) 30 letters and spaces upon request cultural advantages is also a great

per ime; upper & lower case 40 per hne Add two hnes for box number. Box 135. BUSINESS INSURANCE
place to live Send resume to Gil-
bert A Haberman. James C Haber-

post, names Rephes are forwarded daity Closing deadkne: Copy in written form in
740 Rush St Chicago, Ill 60611 man, Inc , 146 Chestnut St , Spring-

field, MA 01103

Chicago office not later than noon. Monday, 7 days preceding publica-

O'Connell vp
tion date. Published even; other Monday Dispwy class:j:ed takes card WANTED:
rate of $4500 per column inch, and card discounts on size and frequen- Loss Control Specialist
cy· Mall ads to Pensions & Investments, fflassifted advertising dept., Midwestern brokerage firm is LOOKING FOR AN

American Express Co in New 740 N. Rush St,, Chicago, Illinois 60611. seeking experienced person to
York has upgraded its employe OUTSIDE SALES OPPORTUNITY

assume major responsibility m OPPORTUNITY

benefits function and has pro- HELP WANTED Flonda's far growing Southwest can be existing Loss Control Depart-
moted Robert E. O'Connell, 39, your home Need agent or solieitors li- ment P.E. or C.S P very de. We are looking for special talents.

PROPERTY INSURANCE MANAGER Persons with extensive independentcease Must be self starter Salary and

from director Of benefits to vp of Large well established Agency/Broker 10- commission Service Insurance Company. strablel insurance agency background m of

benefits Mr O'Connell, who re- cated in Mid-East and Southern Area Box 110, Bradenton, Florida 33506 Must have ability and experience fice management Also, need to

seeks a highly qualified individual with INSURANCE COMPANIES In developing comprehensive have knowledge of agency auto

ports to senior vp of personnel erperience
Marine, Multi Peril

in Commercial Fire,
and knowledge

Inland mated accounting Positions to be

Hamy Olson, is responsible for of
Aggressive Orange County,

with 1 or 2
Cal

seeks appointment multiple

Broker loss control programs based on filled will involve sales al,d/or

Factory Mutuals Candidates should pos- line carriers Desire close working' re- individual chen'ts physical and training insurance agency person-

employe benefits programs and sess college degree, minimum of five lationship with experienced local under- psychological needs. nel for the Installation of In-house

planning He Joined American Ex- by
years insurance experience supplemented writers Broker has outstanding track rec-

formal insurance education CPCU
information processing servtces We

ord Particularly interested in hearing Send resumes to
press in 1976 and previously held designate and knowledge of coal industr3' from small to medium size cos Box 128, BUSINESS INSURANCE

are willing to train qualified indi

destred but not required Must have Box 134, BUSINESS INSURANCE
viduals m the operation of our

positions in personnel, employe
740 Rush St., Chicago, Ill. 60611 system Some travel

management abilities as well as knowl- 740 Rush St Chicago. Ill 60611
benefits and compensation at W R edge of insurance markets Compensa-

tion commensurate with qualifications.
Send resume and references to

Grace & Co in New York Box 133, BUSINESS INSURANCE
AID, P O Box 99343, San Fran

740 Rush St Chicago, Ill 60611
cisco, CA 94109. Attn Marketing

***

CLAIMS SUPERVISOR- EMPLOYEE BENEFIT Dept.

At Ingersoll-Rand Co m Wood-
WORKERS' COMPENSATION

Excellent career opportunity for a
cliff Lake,NJ, Jack W. Lyon, 43, workers• compensation claims supervi-

has been named director of insur- i-00in-ke.cI-ean1 15(6 n:Z MARKETING
ance effective mid-May He re- gional headquarters office of a promt-
places John P Olsen, who as re-

nent international broker in Boston

Knowledge of Mass Workers' Compensa-
RISK

portedjoined Fred S James & CO tion law required with 3 to 5 years mint CONSULTANT
mum experience Salary based on experi-

Zo*22=rk ansda vgnrll ItulZI ZUZeejs in==N:Vit:kenExafeie eni°ms
ployee and family Fast growing Midwest based Employee Bene- MANAGEMENT

Norman Pacun at Ingersoll-Rand contact Mr williams at
Previously, Mr Lyon was insur- Frank B Hall & Co, Mass, Inc fit Consultant and Administrator seeking

89 Broad St, Boston, MA 02110
ance manager at Babcock & Wil- (617) 482-3100 qualified Marketing Consultant to work with
cox Co in New York, where no AN EQUAL OPPORTUNITY

CONSULTANT
EMPLOYER, 2rF

plans for a replacement have been
E.R.I.S.A. Trusts, Stop-Loss Reinsurance and

RISK MANAGER

made due to Babcock's merger CITY OF PORTLAND Third-Party Administrative services. Five To service existing accounts of

with J Ray MeDermott & Co Inc Approximate annual salary $28.080 with years experience as group insurance account major consulting firm m Mid-
possible increase in July The Risk Man- west. Considerable travel in-

*** ager is responsible for identifying. eval- executive or employee benefits consultant volved. Position requires knowl
uating, controlling, and minimizing the

William J. Parisi, 37, has been City's exposure to loss of or damage of edge of casualty/property large
physical assets, fidelity losses and losses for actuarial or third party administrative firm

promoted to insurance manager arising out of liabllity claims. worker
lines, self-insurance and RM

frorn assistant Insurance rnanager compensation claims and employee insur- desired. Duties will include design and imple- principles income potential ex-
ance benefits Applicants must have

at Texasgulf Inc m Stamford, knowledge of the theories, techniques. mentation of marketing programs, selling cellent Resumes invited.

Conn Mr Pal'isl reports to office laws and regulations in the areas of risk
management, insurance underwriting and stop-loss reinsurance, third party services, in- Insurance Audit & Inspection Co.

manager Charles J Gillem, who loss control methods. knowledge and skill
in effective management, and skill in sured plans and consulting services. Compen- 6525 E. 82nd St., Ste. 206

previously handled both insurance developing, recommending. implementing

manager and office manager and evaluating insurance, self insurance, ation determined by your credentials. Excel- Indianapolis, indiana 46250

safety accident prevention, fire preven.
duties Mr Parisihasbeenwith the tion, and other loss control programs. lent fringes.
company since 1975 as Insurance Apply to Portland Civil Service Board,510 S W Montgomery, Portland, OR
manager 97201 by May 26. 1978

***
AN EQUAL OPPORTUNITY Send your confidential inquiry to:

EMPLOYER

A health care department has WRITER/EDITOR William C. Ellwood, Vice President
DIRECTOR

been created at Motorola Inc and Employers Insurance of Wausau, a lead-
ing multiple lines insurance carrier 10-

John R. Keating, 51, has been ap- cated in Wisconsin, is looking for a Pension & Group Services, Inc. For Insurance Center, Drake Uni-

pointed department manager in
writer/editor to plan. write, and edit a 308 Michigan Building

versity. Person with broad-based

variety of print and AN communications insurance industry background is
Phoenix He is responsible for im- This position requires a person who likes

to write and who has experience in bust- Kalamazoo, Michigan 49007 desired to direct activities of the
plementation of health mainte- ness journalism, preferably in an insur Center. Responsible for planning
nance organizations and develop_ ance-related fieldThis writer/editor is a member of a pro-
ment of programs designed to cut fessional communications team Access

and directing all insurance pro-

health care costs Mr Keating re- to top management is an important part grams, including research projects,
of the Job function Salary will match continuing education, student in-

ports to Ray Orth, corporate dll=ee- qualifications. and there's room for ca-
tor of employe benefits m Chicago reer and salary growth Employee bene-

fits are exceptional RISK MANAGEMENT ternship and scholarship programs,

Mr Keating's previous position If you have the qualifications and the
industry liaison, student recruit-

desire to relocate in a community of
as manager of self-administered 50.000 (plus) people among the rivers,

ment and supervising assistant di-

group insurance coverages in lakes, and forests of north central Wis INSURANCE CLAIMS rector. Ph D. is not a necessity.
consin, please write. including writing

Phoenix has been consolidated samples and resume. to
Salary open Send confidential res-

with a similar position in Chicago Betty Donovan, Coordinator of ume: Dean Richard Peebler, Drake
Recruiting and Placemen' A basic materials Fortune 500 company in Ohio

Continued on page 37 Employers Insurance of Wausau University, Des Moines, Iowa 50311.
2000 Westwood Drive requires an INSURANCE PROFESSIONAL to man-
Wausau, WI 54401

HELP WANTED Equal Opportunity Employer age all property and multi-line casualty claims in-

¥-
cluding some workers' compensation.

An educational background in business adminis- EMPLOYEE
tration and law would be ideal, while other busi-

INSURANCE
ness experience in loss prevention engineering,
accounting or finance would be useful.

BENEFITS

ADMINISTRAIR Here is an unusually good assignment for a sea- SPECIALIST
soned insurance person to handle all fortuitous

A career opportunity exists in abusi ness claims. Someone who has negotiated progressive company located m
This leading communications company requires an Assistant contracts for a major insurer, a broker, or a cor- Madison, Wisconsin for a pro-
for the Manager of Corporate Insurance. Will aid In all porate risk organization would be very interested fessional with 3-5 years of gen-
areas of insurance programs casualty, property, benefits for eral,st personnel experience. We
Cable TV, film production and entertainment subsidiaries. in this rewarding opportunity. require a minimum of two years

Ideal applicant will have. We need a resourceful, pleasantly assertive com-
experience m benefits admin-
istration with preference g,ven

• Bachelor's degree, preferably,n business area municator who can establish a close working re- to individuals with a working

lationship with all levels of management. The knowledge of ERISA. The posi
• 2 to 3 years experience, corporate or small broker company offers an excellent salary and excep-

tion entails the planning and
administration of long term em-

• background In negotiating and evaluating proposals with tional benefits. All inquiries are protected. Please ployee benefits. We offer a com-
underwriters send your resume in confidence. petitive starting salary and ex-

cellent fr, nge benef,ts. Cand,-
Send resume with salary history in confidence to Depart-
ment C, C/O dates send resume including

VIACOM DIRECTOR OF RISK MANAGEMENT
salary history to:

Box 132, BUSINESS INSURANCE Employment Supervisor

INTERNATIONAL INC 740 Rush St., Chicago, 111. 60611
P.O. Box 192

Wisconsin Power and
Ught Company

1211 Avenue of the Americas, New York, N.Y. 10036 "an equal opportunity employer" Madison, WI 53701

An Equal Opportunity Employer An equal opportunity employer M/F



HOW DO YOU KNOW IF
YOU HAVE THE RIGHT

THE INSURANCE BUYER'S ERISA QUIZ
El Does your policy limit coverage to persons defined as liduciaries?
0 Does your policy limit coverage to wrongfulacts of insureds only?
C Does your policy provide defense costs within the limits of liability?
[3 Does your policy limit loss to damages by definition, and exdude non-pecuniary

claims?

0 Does your policy by definition exclude employee benefits liability losses?
C Does your policy include outside persons as insured fiduciaries?
0 Does your policy contain a limited retroactive acts exclusion?
0 Has your policy been purchased without the advice of competent legal counsel who

has rendered an opinion in writing as to which contract he felt offered the broadest
coverage?

If the answer to any of the above questions is
"Yes;' the chances are you have probably pur-
chased the wrong policy. And the real problem
is that you will probably never know until you
have an uninsured loss.

How do you know you have the rightfiduciary
liability policy? There's only one way -to com-
Pare. Remember-aU policies are not created
equaL While all contracts may appear to be
similar, there can be substantial differences in
their terms and conditions -differences which
can be very significant - and costly. And, un-
fortunately, it's impossible to compare policies
without a thorough understanding of the law.
(ERISA)

The Professional Indemnity Agency, direct
Lloyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business -our only business. We under-
stand this is a difficult business -and we re-
fuse to take the easy way out. Combining a
Fiduciary Liability and a Directors and Offi-

cers Policy may serve the best interests of the
insurance carrier and the broker, but it may -
not serve your best interest because it may not
give your people the complete protection as
provided by the RI.A. form. The responsibil-
ities of persons covered under each policy are
quite different; in fact the law (ERISA) man-
dates this conflict. RI.A. does not deal directly
with insureds, but we will be happy to make
our facilities available to your agent or broker.
Before the enactment of ERISA, your sole re-
sponsibility was the guarding of corporate as-
sets. But now, because of this law, (ERISA)
you are faced with .the tremendous additional
responsibility of protecting the personal as-
sets of your directors, officers and other em-
ployees. Youte got to be sure. You've got to
compare. You've got to talk to the experts ...
NOW!

Professional Indemnity Agency

BO 3901 North Meridian Street
Indianapolis, Indiana 45298
Tel. (317) 924-5311 (212) 421-2033



The way some
Employee Benefit Plans

are treated is un-American
If your Employee Benefit program

is being handled in a ho-hum way, you
should talk with American Mutual.

We give you intensive planning,

reviews at regular intervals, and updat-
ing of coverages when you need it.

Active. Alert. Attentive. That's the

American way, the American Mutual way.

American
AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want to keep you safe, and sound.


