
Bad accidents spark Transit Authority safety plan
- .- CHICAGO-A rash of collisions and derailments since any claims for the last 18 years.

January has spurred the Chicago Transit Authority The worst accident of 1974 occurred May 10 when one
(CTA) to spend $25 million for new traffic safety equip- transit train ran into the back of a halted train on the
ment. same track. About 215 persons were injured, none seri-

Investigations of the five accidents, which caused more ously. Property damage has not yet been determined.
than $80,000 in property damages, are now being con- Eighteen days earlier, on April 22, a rapid transit
ducted by a newly-formed committee of U.S. and Cam- accident occurred near Chicago's loop. Seventeen persons
dian public transportation experts. Three mishaps took were taken to the hospital, but all were released.

r place in only one month. On April 11, two cars from a CTA train derailed. One
m William Ashley, the CTA's risk manager, noted that the car was left dangling dangerously over the street. Fire-

plague of incidents would probably not affect the agency's men rescued passengers with snorkel equipment. Although
insurance rates. Because of CTA's $1.5 million deductible no one was hospitalized, 22 injuries were reported.
per incident, the agency's carrier has not had to cover Continued on page 2

Enti, contents copyright 1974 by Croin Communication: inc.
45¢ a copy; $10 a year Week of May 27, 1974

business insurance
tile national newsmagazine for buyers of employe, property and liability protection and financial services

OUR ANNUAL Insurance

Regulation issue, with stories
starting on page 27 and run-

ning through page 49, pro-
vides a reference on activities

of state and federal officials

in the past year, looking
ahead to the next.

STATE INSURANCE com-

missioners now have juris-
diction over health mainte-

nance organizations in many
states, with more legis. atures
in the process of passing en-

ablin laws (page 27).
-

MANAGEMENT consult-

ants McKinsey & Co. com-
pleted a report for t) e Na-
ticnal Assn. of Insirance

Commissioners which calls

for sweeping changes in the
methods of regulatio n and
examination of insurance

underwriters, to better pro-
teet consumers (page 28).

INSURANCE

REGULATION

A FEDERAL woronen':

compensation law is not like-
ly to be enacted this year, we

learned from knowlecgeable
Washington sources (page
34). And Federal Insurance

Adminisatrator George K.
Bernstein sees the govern-
ment as a reluctant but nec-

essary participant in markets
where the private insurance
industry is lacking (page 36).

IN A MOVE which may
change insurance marketing
practices, stockbrokers were

given clearance by the New
Yirk Stock Exchange to sell
all forms of insurance prod-
ucts (page 41).

REGULATORS are taking
a closer look at ennployers'
uninsured group benefit plans

tc make sure promised bene-
fits can be covered (page 43).
At the same time, they are
scrutinizing the proliferation
of 'pup' insurance cirpora-
tions in their states (page 45).

IN OUR PERSPECTIVE

section (page 51), commis-
sioners Fred Mauck of Illinois

and Tom O'Malley of Florida
offer their views on regula-
tion.

Administration is

aiming for national
health care in '74

By RICHARD L. GORDON

WASHINGTON-President Nix-

on last week made it clear that he

wants a national health insurance

program passed this year and that
he is willing to compromise with
Congressional backers of rival pro-

posals in order to achieve it.
In a radio speech from the Flor-

:da White House, Mr. Nixon said,

Bank's heavy
trading loss

may not be
fully insured

NEW YORK-Franklin Na-

tional Bank will not be totally in-
sured under its blanket bond
lirnits if losses incurred as a re-

sult of unauthorized foreign ex-

change trades reach levels of
close to $40 million.

Franklin National's blanket

bond cover is said to have limits

of $25-30 million, with a $1.5 mil-
lion deductible. This coverage

would be inadequate if losses reach
the high levels some have specu-
lated may result.

HOWEVER, a spokesman at the
bank noted that insurance will

"provide for a substantial portion
of the loss."

The bank disclosed that loss-

es have already reached the $12
million mark, but the bank failed
to confirm the additional $27 mil-
lion figure determined by an
outside source.

According to insurance manag-
ers of other rnajor banks, rnost
large financial institutions carry
a blanket bond limit of $40-50
rriillion, much higher than Frank-
lin National's. Franklin is the na-

tion's 20th largest bank.
Fireman's Fund American In-

surance Cos. is said to be the

principal insurer, with the re-
mainder of the risk spread be-
tween INA Corp. and Aetna Life
and Casualty Co.

Continued on page 2

"We are not mling out compromise
where compromise does not violate
the basic principles of our pro-
posals."

The next day, Health, Education,
and Welfare Secretary Caspar
Weinberger told the Senate finance
committee, at its opening hearing
on health insurance, that two of the
areas where compromise would be
difficult are in the role of private
insurance carriers and in the areas
of deductibles and coinsurance.

HE TOLD THE committee, how-
ever, that the administration would
be willing to "negotiate" on the
portion of national health insur-
ance premiums which would have
to be borne by the employer in
group plans.

The administration's Compre-
hensive Health Insurance Plan

(CHIP) now calls for employers to
pay 75 % of the premium, calcu-
lated on the experience of the
group.

Under the administration plan,
employers "would probably have
to pay about the same, perhaps a
little more, for better coverage than
they now provide...we believe
employes will be paying a little
less."

He pointed out, however, that
most of the present administration
cost estimates were based on price
controls still being in effect for the
health care industry. Congress,
over administration objections, re-
moved such controls earlier this
spring.

He also made it clear that the

administration definitely wanted
an active role for private health
insurers in any national plan.

'TO REPLACE IT (the private
system) altogether would call for
an unnecessary and massive in-
crease in our federal nnedical care

expenditures," he said.
He also said the administration

was firmly committed to keeping
deductible and coinsurance provi-
sions in any final national plan.

First dollar coverages, he said,
could drastically drive up costs.

Mr. Weinberger estimated that
employers are now probably pay-
ing between 60% and 70% of the
premiums for health insurance and
said that collectively bargained
plans might soon reach the admin-
istration's 75% minimum soon. •

Film makers insured for

damage, not disruption
HOLLYWOOD-Four different

movie producers sustained losses
in a fire that swept the old Sam-
uel Goldwyn Studios lot here the
evening of Monday, May 6, caus-
ing several million dollars dam-

age and destroying at least three
expensive sound stages.

Samuel Goldwyn Studios, (not
associated with Metro-Goldwyn-
Meyer) an independent, had prop-
erty coverage of $10 million with
Unigard Insurance Co., San Fran-

cisco, through Johnson & Higgins.
Movie industry sources said

Unigard only last month took
over the Goldwyn account. A
Goldwyn official declined com-
ment on speculation that Unigard
would not want to keep. the ac-
count following this loss. Estimates
of property damage to Goldwyn
focus in the area of $2 million, al-
though the Goldwyn ·official said
there is no firm estimate yet.

THE GOLDWYN spokesman
said the firm does not have any
business interruption insurance.

Goldwyn's property insurance
was formerly split among several
underwriters, but the primary in-
surer was Reserve Insurance Co.

QM Productions, an independ-
ent producer responsible for such
television shows as Barnaby Jones

and Cannon, had its studios com-
pletely destroyed by the fire. Scott

Milne, head of the entertainment
division of Albert G. Ruben & Co.,
brokers, said he gave QM a check
for over $50,000 from Fireman's
Fund American Insurance Co. on

May 8.
QM, which rented several

small studios on the lot, expects
to rebuild on the Goldwyn site.

SID AND MARTY Krofft Pro-

ductions was filming a children's
series on the lot when the fire oc-

curred. The Krofft facility was
completely destroyed, and the
firm does not plan to rebuild
there. Krofft was insured through
American National General Agen-
cies, which represents six compa-
nies specializing in insurance for
the entertainment industry. The
major underwriter in that group
is Pacific Indemnity Co. American
National General has paid $75,000
to Krofft.

American National General

also paid $200,000 to Compact
Video Trucks Inc., which had
several trucks on the lot doing a
taping when the fire broke out.

They were damaged extensively.
Production Systems Inc. also

had equipment on the lot that
was damaged in the fire.

Carruth Byrd Productions suf-

fered damage to its rented studio
cn the lot. It was filming the Star
of India television feature. •
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T ransit Authority...
Continued from page 1

An eight-car train also derailed
during rush hour on March 4,
delaying service more than 15
minutes.

The first crash of the year oc-
curred January 16 on the city's
south side, when one train hit an-
other stalled on the same track.

Thirteen people were inj ured.

THE CTA'S investigating com-
mittee said it will study all possi-
ble causes of each accident,
including mechanical failure and
negligent operations. Many ob-
servers complained that the ill-
fated trains were driven reck-

lessly fast when the accidents
happened, and some of the mo-
tormen were allegedly drunk or
drugged. Motormen in both April
mishaps and the January colli-
sion have been fired, a CTA

spokesman pointed out.
As an aid to reducing judgment

error, the $25 million safety sys-
tem will include a signal box in
every motorman's cab as well as
track monitoring equipment. The
system controls both the spacing
and speed of trains, the spokes-
man said. When an emergency
situation appears imminent, visu-
al and audible warnings are
blared in the motorman's cab. If

the motorman fails to respond
within 2.5 seconds, the system
automatically takes over and
brings the train to a complete
stop.

Edwin Hays, manager of the
CTA's claims department, said
most of the personal inj ury

claims this year have been small
because the mishaps were "all
bump and bruise accidents."

Mr. Hays added that none of

the accidents' total claims "will
reach the proportion of $1 mil-
lion."

The CTA is basically self-in-
sured, Mr. Ashley explained. Its
catastrophic property-casualty
coverage is underwirtten by Har-
bor Insurance Co. of Los Angeles.
Harbor covers the losses between

$1.5 million and $7.5 million for
any one accident.

HARBOR WON the CTA's

three-year insurance contract by
offering the lowest rates when
public bids were sought in 1972.
Mr. Ashley said the premiums to-
tal $59,000 a year.

Last year, personal injury
claims totaled about $10 million,
Mr. Hays noted, costing 5 % of
the CTA's gross revenues. About
6,500 injuries were reported, due
to accidents, robberies, heart at-
tacks, molestations and other
mishaps. Individual inj ury claim
payments amounted to roughly
$300 per incident, he estimated.
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Even with the five accidents
occurring between January and
May of this year, injury claims
are "about par," Mr. Hays said.

In the CTA's safest year, 1973,
the transit agency had a conn-
bined bus and train accident rate
of 6.6 per 100,000 miles of opera-
tion. Last year the CTA

registered 48.2 million miles of
rapid transit operation over 192
miles of track.

"You have your good years and
your bad years," Mr. Hays noted.
"They (the public) should get
on our tails for these (accidents).
We should be nnore safety-con-
scious."

The last time the CTA needed
to make a claim under its insur-

ance coverage was in November,
1956, Mr. Hays recalled. Seven
persons died and 190 were inj ured
when one train struck the rear of
another at rush hour. The CTA's

carrier then was Lloyd's of Lon-
don.

IN THE LAST few years acci-
dents have been decreasing, he
noted. Between 1970 and 1973 the

CTA experienced 6 % reductions
in injury claims losses each year.
A good loss record still might be
possible in 1974, Mr. Hays added.

One problem with the recent
public transit accidents are the
false claims that need to be sift-

ed through. "We've had several
phoney claims come in from people
who couldn't have been there," he
said. "You have to play it by
ear." Many of the claims are
thrown out right away because
people say they were on another
train, or were headed the other
way.

One "punk" even said he board-
ed an ill-fated train at a station

that doesn't exist, Mr. Hays
noted.

The CTA's traffic record may
soon improve with the hiring of
better-qualified drivers and mo-
tormen, Mr. Hays said. The agen-
cy recently signed a new labor
contract, providing experienced
drivers with wages up to' $12,000
a year. And this could possibly
attract better employes, he ex-
plained.

Move toward

earnings loss
cover seen

BOSTON-Disability insurance
is moving in a "ground-swell" to-
ward the use of basic economic
loss coverage instead of occupa-
tional disability coverage, accord-
ing to a forrner president of the
National Society of Actuaries.

John H. Miller told a meeting
here that the economic loss cov-

erage is being coupled with in-
creased emphasis on vocational

rehabilitation by the health in-
surance industry.

The problem with occupational
disability coverage, Mr. Miller

explained, is that "it's conditional
only on inability to perform a

former occupation and without
regard to the fact that the in-

sured may be earning a liveli-
hood-possibly a larger income

than ever-in a new occupation."
As an example of the occu-

pational insurance pitfall, Mr.
Miller cited the hypothetical case
of a neurosurgeon whose hands
became crippled by arthritis. He
received tax-free disability bene-

fits to age 65 while serving as a
high-salaried president in a

pharmaceutical company.
One advantage of economic

loss disability coverage is that it
allows a person to seek rehabili-
tation that might lead him

toward a new kind of vocation,
he stated. •
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Bank /oss...
Continued from page 1

Corroon and Black, brokers for
the ban<, declined comment

pending further investigation of
possible fraud, as did the insur-
ers.

Like most blanket bond covers,
Franklin National's contains a dis-
honesty :lause. Under this clause,
it must be established whether the
loss was sistained by an employe
or official acting in a dishonest
fashion.

One insurance source said,
"Evidence of dishonesty is neces-
sary. The mere fact that sqrneone
violated his authority does Tmel
necessarily prove dishonesty."

One or nore persons at Franklin
National acted without authority
when larg3 trades in foreign cur-
rencies were transacted, the bank
said.

Commenting on Franklin Na-
tional's predicament, an insur-
ance manager for a major New
York bank told Business Insur-

(mee that "this whole problem is
pretty up in the air with all the
banks. It could happen to any-
body."

HE AD)ED that, "somebody's
going to have to do some adjura-
tion to krow if this has indeed
been a fraudulent act. There is no
definition -n the bond for fraudu-

lence, only one definition of em-
ploye and she other of property."

At another leading New York
bank the insurance manager

questioned the limits of Franklin
National's bond cover. "Most

New York City banks do carry

banker's blanket bond limits to
cover a loss like Franklin Nation-
al's. I think they will probably
realize this loss under the

bond." •
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Variable life insurance still held

up by questions about regulation
By MARY ANN CALLAHAN

NEW YORK-Variable life in-

surance, after spinning its wheels

in the bogs of regulatory challen-
ges since being introduced in
1969, faces still more delays be-
fore the Securities and Exchange
Commission will allow its full-

fledged entry into the insurance
marketplace.

Industry and SEC sources indi-
cated this month that it will be at

Least late summer, and possibly
much later, before the SEC issues
a final ruling on how VLI as an
equity-based insurance product,
should be regulated. So far, 17
companies have filed registration
statements and prospectuses with
the SEC, but none has been ap-
proved because of the regulatory
questions.

VLI regulation is expected to
come up ata Montreal meeting of
the Society of Actuaries next
week and it was on the agenda
for the society's meeting in Dal-
las on May 23.

Nebraska insurance commis-

sioner James Jackson, chairman
of the VLI subcommittee of the
National Assn. of Insurance

Commissioners, said he will call
a special meeting of the subcom-
mittee at NAIC's semi-annual
meeting June 2 in San Francisco.
He said NAIC adopted the sub-
committee's model state regula-
tion for VLI at its last meeting in
early December, but Mr. Jackson
said he does not expect any
major developments in the VLI
sage at this meeting.

SO FAR. two states, Nebras-
ka and California, have adopted
the NAIC model, although the
SEC delay in approving registra-
tions has prevented any mark-
eting of the policies under the
law.

The latest major development,
actually, came in late March
when the SEC reopened hearings
on a proposed amendment to the
January, 1973 ruling which ex-
empted VLI from the Investment
Company Act of 1940 (which
calls for disclosure of the internal

operations of the separate invest-
ment account, much like mutual
funds). Following the exemption
ruling, however, a mutual. fund
group filed suit against SEC in
circuit court of Washington, claim-
ing that SEC was giving VLI pro-
ponents an edge. The case is still
unresolved.

Now the SEC amendment pro-
poses to make the exemption
2onditional on its prior approval
of state VLI regulations to make
sure they provide equal protec-
tion to the 1940 Act in the five

relevant areas: uniform valua-

tion of portfolio securities, an an-
nual report, protection against un-
authorized or improper change in
investment policy, against exces-
sive management or sales charges
and protection regarding trans-
actions with affiliates.

Dividends for holders

MarketDyne Intl. Co. said that
trade association members par-
ticipating in commercial proper-

and workmen's

compensation safety group pro-
grams underwritten by Pacific
Employers Insurance Co. re-
ceived a total of $2.8 million in

dividends during 1973. Market-
Dyne attributed the sizeable divi-

dendis to the group plan's efforts
to institute effective safety and
loss control programs. A group of
international financial institu-

tions earned the highest dividend
of 42.9% of premiums.

NAIC, however, while willing
to disclose its model regulation
with the SEC, and "wanting to
cooperate to the extent it is possi-
ble to do so," refuses to acknowl-
edge that the federal commission
should be able to decide the VLI

question. NAIC believes that
VLI, as primarily an insurance
product, is subject only to state
insurance law; while SEC claims
that the product's equity base
may move it into its jurisdiction.
The SEC already requires VLI
carriers to comply with the Secu-
rities Act of 1933 (which requires
disclosure of the policy form in
the prospectus) and the Securi-
ties and Exchange Act of 1934

(which requires salesmen to be
either registered or licensed brok-

ers or dealers).
At the March hearing, Harry

Walker, president of Equitable
Life Assurance Society of Ameri-
ca testified that the NAIC model

was substantially equivalent to

the provisions of the 1940 Act,
"but in a way that recognizes the
nature of a VLI policy."

THESE PROVISIONS were in

the following areas; he said:
"First, the model regulation

imposes on the company issuing
the policies -a heavy penalty by
requiring substantially increased
cash values if the premiums
charges exceed those specified."

Second, it imposes a stringent
limit on annual charges against
assets in the separate account for

..y:

managing the account and for
mortality and expense risks."

"Third, each VLI policy must
include the privilege of changing
within 18 months after issue
from VLI to fixed life without

requiring evidence of insurabil-
ity."

"Fourth, the model includes a
policy provision which gives the
insured a free look at the policy
for ten days."

Following the March hearing,
the record was left open and SEC
sent a 23-page questionnaire to
NAIC, going through the model
regulation almostline by line and
asked for answers by May 24. Mr.
Jackson said that while NAIC in-

tends to answer the SEC's ques-
tions, the project won't be ready
until at least late June. Other

interested parties, including Amer-
ican Life Insurance Assn. and the

17 insurers also were queried on
the cost disclosure and sales com-
missions provisions of their poli-
cies, sources said, and their re-

business insurance, May 27, 1974/3

sponses will be filed shortly.
As the .regulatory fury rages

around VLI, two companies,
Aetna Variable Life Insurance
Co. and First Variable Life In-

surance Co., both domiciled in
Arkansas, have begun limited
and selective mass marketing
(VLI) to tax-qualified corporate
pension groups regulated by the
Internal Revenue Service, in-
stead of SEC. Since 1972, Aetna
Variable Life has about 900 poli-
tices to 134 groups amounting to
$12 million in coverage, with
$330,000 in premiums, according
to Ian Charlton, vp-actuary.

"Of course, every company

would like to sell VLI to the gen-
eral public, but until the regula-
tory situation is cleared up, we're
going to take a 'wait and see'
attitude," said a spokesman at
Prudential Insurance Co. of Amer-

ica. Sources at Travelers, New
York Life, Equitable, replied they
also plan to wait until the regula-
tory guidelines are clarified. •

0-CHOO
INSURANCE

4

I

4.8-» . 3:=r

/

7/' .
4 4-4

The new 24-acre Chattanooga Choo-
Choo tourist center is on the right
track. When they wanted multiple line
coverage, they turned to The Home
for protection.

This nostalgic reconstruction is
located on the site of Chattanooga's
Southern Railroad Terminal Station.

It includes a Hilton Motor Inn,
restaurants, shops and a museum.
Through its local representative,
Caldwell & Associates, Inc., The Home
provides property and liability cover-
age. The Home even covers 24
converted Pullman cars that are

occupied by Hilton guests.
If you need sqmething as unique as

"Ch60-Choo insurance" or as down-

to-earth as multiple line retail cover-
age, contact your broker or look for
your Home agent in the Yellow Pages.

Home .
Insurance

Companies
A CITY INVESTING COMPANY GROUP
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New footba H league buys cover for some NFL' ers
8 y STEPHEN GOOD phins to play in 1975-Larry One insurance industry source players and managers is now up vp for the WFL, said his new

Csonka, Jim Klick and Paul War- told Bustness Inste dice that at for renewal, and insurance cov- league has already set up ltS OWn
CHICAG-Some star player's field They were obtained m a 3- least eight new WFL players are erase has been a sore spot in the insurance packages for the 12

in the National Football League year, $3 million contract package, covered with disability insurance negotiations When the previous new teams Using the insurance
( NFL) will have disability cover- explained Robert Glroux, the purchased by the teams In most NFL contract expired on March broker services of Capital Con-
age this year-bought for them team's vp of finance So the cases, the coverage is demanded 31, the players were left without servation Corp from Santa Anna,
by teams in the fledghng World Southmen bought full coverage by the player's agent, he noted coverage until the new season Ca, the league has arranged two
Football League (WFL) in case any of the players were Depending on the value of the This coverage termination, seen coverage programs

The oizarre situation devel- disabled during their last year player and file size of his con- by many players as management
oped when WFL teams signed up with the NFL tract, disability insurance might coercion to continue the old con- "THE FIRST one is a medical
veteran players who are required cover all of the exposed payroll tract, forced the NFL Players and life insurance package that's
by contract to play with the NFL MANY CARRIERS are m- or a specified percentdge. Assn to buy Blue Cross coverage mandatory for all franchises to
for another year volved in the coverage, Mr Gir- In the NFL, the source added, for ltS members this spring (see subscribe to," Mr Palmquist ex-

Thirty-two NFL players out of oux said One is Lloyd's of London 'many players buv their own dis- Bumness Insurance, April 29) plained "This way benefits will
the 48 who signed contracts with "We covered them for anything ability insurance (-knly two have The NFL players and manage- be consistent tn rough out the
the new league still have to play that could happen to them," he theirs paid by the teams and it'S ment are currently far apart in league They take the insurance
at least one more season with said, whether they are on or off very expensive. But the players their contract negotiations, the through the league office
their present teams And accord- the football field "We're not pro- are most interested in having it " source noted And a strike ap- "The second program, optional
ing to one WFL team spokesman, riding them with benefits, we're As a result of this demand for pears hkely before the season be- to the teams, is a general liability
many of these players are being actually covering ourselves " disability coverage, the NFL may gms If the NFL has a late start package It includes stadium cov-
covered "for our own benefit " Mr Giroux added that he be prodded by its players into this year, the WFL will gain erage, personal and property

One WFL team, the Memphis hoped other WFL teams with big buying league-wide disability in- more attention and fans than it damage, equipment and travel
Southmen, signed on three foot- contracts were doing the same surance this year, the source said ever expected coverages The teams may take it
ball greats from the Miami Dol- thing for their own protection The NFL labor contract between Ted Palmquist, administrative if they wish, or they can negoti-

ate their own

Carrier for the medical and life
4 1 coverage is the Maritime Life As-

surance Co of Hahfax, Nova.

Scotia, a wholly-owned subsidi-
ary of the John Hancock Mutual
Life Insurance Co A spokesman
for Capital Conservation Corp

EY' said the medical insurance has

1 - "very broad coverages," includ-
Vi

Z ing a $50,000 comprehensive
maJor medical and $25 deducti-
ble A $700 maternity benefit is

t A also part of the package, but no
dental coverage is provided.

---- The spokesman cautioned that
the coverage may change beforeit
the season starts Although the

»,f packages were "sewed up" m Feb-
ruary, no premiums will be paid
until practice season starts June

' A # f 1 The WFL has its first season

i' i game July 10

]BASIC COVERAGE in the

94'f A#44
league's optional general hability
package ts earned by Fireman's
Fund Insurance Co, Mr Palm-

i .sa i.r :m"*ME :F.. (r).6 quist noted And Lloyd's of Lon-
:6.Tifq 6 -, *·- don isinsunng some ofthe travel

3 accident risks

"Most of the teams took lt," he
f. '

--
added "

U / . I.

3 L
/

1 For teams wanting extra insur-

' **3- -,---,i,d,.,=, '-1-- ance on their star players, the
i WFL offers key man coverage as

an option tn the general liability
plan "It's up to the team, but it's

. -A

222&317 7/11 a good idea for big contracts,"
Mr Palmquist said

...-86. . ' ,=6 The WFL, key man coverage
does not cover a player who still
has one more year to go with the

-
L.61_ F1 NFL before his contract begins

C- with the new league

.

f

4

All these WFL insurance cov-
4

b 7, ers are not intended to entice
ir..Ir.../'imr.lif

NFL players away from their old° *1.16',:*+f :<7, '6*r;2* r-----,----3-:t- .. L. league, Mr Palmquist asserted
.We have not tried to surpass the

L,z_, L % ]X.+#fi L t Littif 3 NFL or use this as an inducement
to Join the WFL "

Fire: Comforting THE QUESTION <,f legality in

... oraisastrous having one league's player in-
sured by another league's team ts
unresolved, according to a lawyerIt s no comfort when a disastrous loss occu rs expert engineers vull work c losely with you to pro- for one NFL team "There might

And, when a loss does hanpen, it's no fun trying to tect your bw,Iness against unnecessary loss be some question about it, but we

separate the boiler and machinery damage from the We think you'll agree that it's better for your reallv haven't checked into the

resulting fire damage business to prevent .1 loss before it occurs, rather legality of it," he said

Why not protect your business against com- Meanwhile, the WFL has been
than to simply insure against d and take your taken to court by two NFL teams

bined losses with a single policy? At PMMI, out Fire, chances over the issue of signing up

Machinery, and Boiler Policy provides complete ,«--' So. before fire or boler and machinery losses players for newly- tormed teams

coverage-giving you the benefit of the full limits D. before they finish their cur-
?*1441 cause you to examine Four current cover-

for the boiler and machinery as indicated in age, call your nearest PMNT j Account Rep-
rent contracts f.,ast month the

Dallas Cowboys obtained a tempo-
the fire policy with no increase in premium resentative Ask h,m how PM,\11 can help rary injunction against the WFL,
It's protection no company should be without protect your bus,riess from loss with our prohibitnig the new league from

We use the word "protection" much hiladelphia Cot , 6.90 -' Fire-Boiler policy signing up players who are still
under contract to the Cowboysmore than the word "Itisurance " We have Manufacturers P,ilill . . Your Partner in Prnlection.

But in Cincinnati, the WFL re-good reason When we sell you insurance, our
MUI LAI- INSURANCI COMMNY cently won a similar legal battle

AUS district court ludie ruled
*hat an injunction sought bv the
NFL Bengalf against WFL con-Pitiladelphia Manufa{ turers Mutual insurance Company #13 Iwecutive Mall, Box 814, Valiey Forge, Pa, 1 9411 2 1-21 ..1'1., *

[)ISTRICT OFFICES Atlanta, Ga DeWitt (Spracuse) NY, Greensboro, NC, Houston, Tex , Whither (Los Angeles), Ca, tract raids would "harm the pub-

New York City, NY Southfleld (Detroit), Mich, Towcon (Baltimore), Md , Valley Forge (Philadelphia), Pa .Ve< I. 111 llc interest in fostering free
competition in the marketplace
for the sports rlollar "



it's only natural that
a heavy#ift"pioneer
should turn te
an insurance pioneer
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When you use huge helicopters to haul timber out of otherwise
inaccessible forests, that's pioneering. These Sikorsky S-64E
Skycranes can hoist up to ten tons of timber per trip - literally
fly the load over steep valleys, swamps, rivers and other hazards
- and deposit it gently at the loading zone.

This new logging method allows the selective harvest of
needed timber that otherwise could not be used. It also greatly
reduces the need for logging roads and the associated destruc-
tion of the forest environment.

Erickson Air-Crane Co. of Marysville, California, pioneered the
practical use of this highly unconventional idea. The kind of idea
that requires some unconventional thought... especially when
it comes to insurance.

And when you're pioneering a new idea that involves hazards
to employees, you Just naturally come to the pioneer in work
men's compensation insurance We're the people who wrote the
very first policy in the country back In 1911 We carefully eval
uated Erickson's operating procedure, and decided they had
done their safety homework very well

·

i .,r 51. \
fL 6-.:.--
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Now we're up there with Erickson, serving the
lumber industry on the West Coast, the con-
struction industry in Illinois, the electrical
transmission industry in the Southwest, and
wherever else Erickson's helicopters are
needed tomorrow or the day after.

Because here at the source, our business
is business insurance. And sometimes that

includes helping new ideas get off the ground.
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Come to the source %,5252 d A

Employers Insurance of Wausau .510"'.P:.1 1(1
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Report poor compliance with laws
now in force on benefit disclosure

WASHINGTON-New pension,
welfare, and employe benefit re-
porting requirements are now
being debated by Senate-House
pension conferees, but thousands
of firms have yet to comply with
the terms of the 1959 disclosure
regulations.

A spot-check by the Labor de-
partment of a midwestern area
revealed about 80 % of the plans
then in operation were not filing
the required forms with the Labor
department office of labor-man-
agement and welfare-pension re-
ports.

"It's our feeling that there are

vast numbers of people who still
don't know what to do, and an
equally large number of people
who know what to do, but don't
do it," a Labor department official
told Business Insurance.

And while the new disclosure

requirements of pension reform
aren't known, plan officials are
still required to file reports for
1973 under the old regulations.

The Labor department requires
a D-1 form on any pension, wel-
fare, or employe benefit plan that
has 26 or more members.

SUCH PLANS include pension
or other retirement benefit plans,
group health, group life, group
paid sick leave, group long term
disability, group weekly accident
and sickness, or group travel ac-
cident insurance plans.

The D-1 form includes general
information such as the name of

the firm, the type of plan, the
group covered, how it's financed
and, if insured, through what
carrier, as well as the names of
the trustees or administrator of
the plan.

The D-1 form would also indi-

cate the type of industry the
group members are in and

whether the plan is collectively
bargained.

If the plan is collectively bar-
gained and is mentioned in the
labor contract, the Labor depart-
ment says it would also require a
copy of the contract to be filed
with the D-1 form.

In pension cases, if the pension
agreement is kept separate from
the labor contract, then the pen-
sion agreement should be en-
closed with the D-1 form.

IN THE CASE of any benefit
plan, the Labor department re-
quires a booklet or some sort of

document describing benefits to
be enclosed with the D-1 form.

While the D-1 form need only
be filed once, it must be kept up
to date and changes such as in
the company name, address, plan
administrator, the benefits of-
fered, or the group covered must
be filed with the Labor depart-
ment on a form D-lA.

Such changes must be reported
to the Labor department within
60 days after they occur.

If there are major changes in
benefits, or trustees, or insurance
carriers, "then I would suggest
and require that a fresh form D-1
be filed and designated as an
amended form," a Labor depart-
ment official said.

For pension and other retire-
ment plans, an amendment to the
disclosures approved in 1973 re-
quires a form D-lS be filed with
the labor department.

The D-lS form is a simplified
explanation of a plan's benefit
provisions and requirements de-

signed to increase the under-
standing of the plan by its
rnernbers.

For plans with 100 or more
participants, the Labor depart-
ment requires that a D-2 annual

financial report be filed which
would disclose such cost factors

as the amount of premium paid,
the amount of benefits paid out,
the cost of insurance commis-

sions.

FOR FUNDED welfare or re-

tirement plans, it also reports on
the assets of the fund and how the
assets are invested as well as the

amount of new money placed in
the fund.

D-2 forms are due 150 days
after the end of the policy year
for employe benefit plans. The
Labor department says insurance
carriers are required to supply
their clients with the financial

information within 120 days after

the end of the year, giving the

client 30 days to transcribe the
information on to the D-2 form.

The law requires that all ter-

minations of benefit plans, includ-
ing insured plans, be reported to
the department. In the case of
plan terminations of funded plans,
"we require a general statement on
the distribution of assets," accord-
ing to the Labor department offi-
cial.

Such a statement could be in-

cluded with the D-lA form noti-

fying the department of the
termination.

, "The onus is on the firm or

plan administrator to comply
with the reporting requirements,"
Labor department officials said.
The department has been unable
to mount a serious effort to get

the necessary forms filed, primari-
ly through lack of funding.

The department, however, does
keep track of D-2 filings for
plans which have already filed
D-1 forms and they have on oc-
casion taken companies or unions
to court in civil actions to obtain

the required D-2 annual reports.
"All we'd have to do is go

through the telephone directory
and make calls and we'd find a

lot that haven't filed," said a Labor
department staffer.

FOR COMPANIES whose plans
operate on a calendar year, the
D-2 annual report forms are due
by the end of this month. About
8,000 reports have been filed so
far this year out of around 65,000
expected.

About 33,000 D-lS forms have
been filed including hundreds
from plans that had never before
filed a D-1 or D-2 form. About

13,000 firms are still tardy in filing
the D-lS form, although they

were originally due last June 31.
Labor department efforts to col-

lect the forms could pick up
sharply in the future if it and the
Internal Revenue Service, which
has complete lists of all tax-
exempt benefit funds, ever choose
to share information.

Much of that, however, hinges
on the final form of the new leg-
islation for pension reform.

The necessary forms to comply
with present law and information
on how to fill them out are avail-

able at the Labor department's
regional offices. •

Insurance reserves up
Exxon Corp. reported in its

1973 annual report that the com-
pany's "annuity, insurance and
other reserves" increased 9 % in

the last year, to $624,670,000 from
$572,848,000. The addition of $51,-
822,000 to these reserves was more
than double the addition of $23,-
870,000 made to the reserves in
1972.

A[Id six divisions

toyour agency
but not

toyour overhead
I've been in this business a long time and I

know how complicated and competitive
Workers Compensation insurance is, especially

if you're an independent agent. In order to
compete effectively you have to be able to

tap the best talent available.

That's why we put together a six part team
of marketing, underwriting, claims, loss

control, loss histories and audit experts. To
help you sell-and keep sold-participating

Workers Comp insurance. It's like adding
six divisions to your agency. And the result is

lower net costs to the insured and higher
renewals for you.

John R. Patchett
President

i4

At PEG, we're always searching for new ways to give independent
producers a competitive edge. Because we know that our success depends

more than anything else on the number of superior agents we work with.
So it's on our behalf as well as yours that we stay hungry for innovation,

that we' re quick to respond to the needs of producers, and we're flexible
enough to be able to reshape our thinking to meet new challenges.

We have over 500 underwriting and marketing specialists at PEG. They
work closely together to provide the kind of support that makes independent

producers superior to any competition.
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Bar Assn. in trouble over opposition to group legal
WASHINGTON-Labor is pre-

paring for a real fight with the
American Bar Assn. (ABA) over
the future of group legal services
provided through closed (pre-se-
lected) panels of lawyers, a Sen-
ate subcommittee was told this
month.

"We informed the ABA at the
recent Boston conference spon-
sored by its prepaid legal com-
mittee, that we have reluctantly
come to the conclusion that we
must resort to the courts for en-
forcement of our constitutional
and other legal rights," Robert J.
Connerton, general counsel of the
Laborer's International Union of
North America, testified.

He appeared before Sen. John
V. Tunney's (D-Ca.) subcommit-
tee on representation of citizen
interests at hearings called to ex-
amine the effects of a key meet-

ing of the ABA's house of dele-
gates in Houston last February.

As a further thorn in the side

of the ABA, the Justice Depart-
ment warned the association that
there are antitrust implications in
its opposition to certain kinds of
group legal insurance plans.

Bruce B. Wilson, deputy as-
sistant attorney general, testified
that the antitrust division is
closely studying ABA resolutions
opposing closed-panel group legal
plans, which are supported by
many labor unions and other
groups.

THE ABA favors open panel
plans, which involve payment of
certain legal expenses and allow
subscribers to freely choose their
lawyers. ABA opposition to closed
panel plans centers around the fact
that these plans use, and are lim-

PEG provides professional claims service at
one of the lowest expense ratios in the

country. Specialists at 57 claims offices in
the U.S. and Canada (and in 130 offices in the

countries throughout the world) are
constantly on top of the many laws and their

changes and, through specialized reporting
systems and training procedures, work closely

with policyholders in minimizing losses.

PEG has an array of loss control services for
every type of business. Through the science of

Profit
P105 Iia=r

ited to, a group of pre-selected
lawyers.

The ABA adopted amendments
to its code of professional respon-
sibility giving it the authority to
"approve" future group legal ser-
vices plans.

Labor officials are charging
that "approval" would be re-
stricted to "open panel" plans in
which the individual has the op-
tion to pick an attorney of his
choice who would be paid from
group funds.

Labor wants the option kept
open for legal service groups to
be able to negotiate with groups
of lawyers or law firms to pro-
vide services on a contractual
basis and says the ABA effort to
discourage such "closed panel"
plans is an attempt to "corner
the market."

"Counsel have been engaged

by the consumer movement," Mr.
Connerton said. "Preparation for
suit is underway. It will be insti-
tuted on or about June 1."

THE ABA ACTION in Hous-
ton came in the wake of several
steps that seemed to pave the way
for group legal services as a hot
new employe benefit.

The Supreme Court in 1971 set-
tled a suit between the United
Transportation Union and the
Michigan State Bar Association
in the unions favor by specifical-
ly allowing that "workers have a
right...to act collectively to se-
cure... lawyers to assert their
claims,"

The Congress last year
amended the Taft-Hartley Act to
allow collective bargaining for
legal service plans and the con-
ference report approved by both

loss prevention, which utilizes the most
advanced concepts and techniques, PEG

, works to reduce the extent and cost of
disability, and to lessen financial loss.
Inspections, preliminary environmental
health surveys, loss control evaluation,
consultation, and follow-up reports are
only a few of the tools PEG uses.

Like you, PEG wants the most
equitable premium possible
applied to every contract.
Through audit and loss histories
services, PEG's lowest net cost
philosophy has resulted in
substantial saving to policy-
holders ranging from simple
one-man operations to huge
nationwide companies.

When you come to the bottom

,
.:tri

, L

of the PEG six part team are yours to enlist. Just call
or write: Marketing Department, Pacific Employers
Insurance Company, 4050 Wilshire Blvd.,
Los Angeles, CA 90010, (213) 381-2577.

t

line, the true test of any c6mpany is not
how many employees it has, but what
kind. PEG's six part team is a closely knit,
enthusiastic and highly competent group
of insurance professionals. Together they
have written and administered the
participating Workers Comp programs
that have set today's standards in accident
prevention, loss control and claims
service. All the talents and resources

5e
PACIFIC EMPLOYERS INSURANCE COMPANY

an INA CORPORATION company

houses of Congress made it clear,
say legal group proponents, that
such plans could use open or
closed panels of lawyers.

Sen. Tunney has described the
future of legal group services
in glowing terms such as: "Pre-
paid can be to legal care what
Blue Cross and Health Mainte-
nance Organizations are to medi-
cal care."

The Laborer's International

Union has had an open panel
prepaid legal plan in operation
for members in Shreveport, La.,
since 1971 and has added an
"HMO-type closed panel in Co-
lumbus, Oh., with staff attorneys
a law firm, a back-up center and
referrals to attorneys in rural
areas.

Other Laborer's Union plans
have been set in Washington,
D.C., and in Birmingham, Al.

"By the end of 1974, plans of
Laborer's Union will serve well
over 100,000 members and their
dependents. In 1975, that number
should be at least double," Mr.
Connerton said.

"WITHIN A few years, absent
the present unusual circumstane-
es, I would have confidently pre-
dicted that 80 to 90% of our 700,-
000 members and their families
would enjoy full legal services,"
he said.

The ABA decision has strained
what had been a good working re-
lationship between the unions and
ABA leaders on the prepaid legal
question, United Auto Workers
president Leonard Woodcock told
the committee.

"Despite this most recent coop-
eration between UAW and the
American Bar Association," Mr.
Woodcock said, "we are aware of
selfish elements within the ABA,
currently and unfortunately dom-
inant in the House of Delegates,
-which are nnore interested in the
lawyer's pocketbook than the in-
terests of the clients and the larg-
er society.

"We in the UAW believe that it
ks imperative for the consumers
of legal services to have a choice
of plans," he said.

"THERE MUST be both open
and closed panels in this country.
Certainly, any national plan we
negotiate will have to be open
panel in certain areas of the na-

tion where we do not have suffi-
cient numbers of members to
support closed panels.

"Moreover, we see the diver-
sity of plans as helpful and useful
to the consumer. The competition
from the two kinds of operation
cannot help but promote better
service at more reasonable cost.

"We will not permit affected
professionals, with an economic
axe to grind, to use their power
to call the tune," he said.

Consumer advocate Ralph Na-
der told the subcommittee, "Un-
doubtedly, there will be chal-
lenges to these new limitations on
the courts and elsewhere. The

only thing certain about them is
that their fate is uncertain.

"Hopefully, no legislation will
be required, but I do suggest that
this committee give consideration
to that possibility and begin con-
sidering appropriate measures

that will insure the rights of
consumers to organize group

legal service plans' according to
their own best judgments as to
their needs." I

Agency acquires broker
ECCO General Agency Inc.,

Houston, acquired Risk Controls
Inc., a national insurance broker,
from The Signal Cos. based in
Beverly Hills, Ca. ECCO now has
offices in four major metropoli-
tan centers.



8/business insttr(mee, May 27, 1974

LAST CALL

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

Agent/Broker Profiles issue.

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

Those profiled last year should have received in the mail a copy
of their listing as it appeared last year along with instructions as
to how it should be updated for inclusion in the 1974 Profiles issue.
The deadline for the return of this is June 3.

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

Courts inefficient for
claims cases: Insurer

HOUSTON-An insurance com-

pany executive called on his indus-
try to find a more expedient way
to settle claims than by using to-
day's court system.

"Any sizeable, sensible seg-
ment of American business is fool-

ish to rely on the court system as
the method of settling disputes
that arise with its cutomers and

beneficiaries," said Roy C. Mc-

Cullough, chairman of the Mary-
land Casualty Co. of Baltimore.
He told a meeting of the American
Mutual Insurance Alliance and
American Insurance Assn. this

month that "If there are any bet-
ter methods of getting on with our
business, we better devise them
and use them."

It would help the risk manag-

ers and public as well as the in-
surance industry, he added, if
carriers took the initiative and

developed new ways of handling
claims arbitration and subroga-
tion without remaining overly
dependent on the courts.

"CLAIMANTS, insureds and
long-suffering managers of claims
operations would all be better
served if we immediately started
to work on figuring out some
methods of bypassing the admit-
tedly inefficient method of using
the courts."

The present legal system for
settling large claims keeps the
plaintiff waiting and "the meters
in the back offices of the law

firms continue to click away,"

6reasonswhyyoushouldbe
living ina No-fault state.

''

. No-fault painted his house.
A man was painting his house

during his vacation when he was injured
in an auto accident.

Result: In addition to his other losses

from the accident, No-fault paid
for a professional painter to finish

painting the house.

5. No-fault picked up her
85,000 medical bill. Injured

in a highway accident. the wife of
a migrant farm worker with 8 children

and no health insurance

would not have been eligible
for benefits under the

old Fault system.
Result: No-fault paid $5,000.

0,

1 : ___. . No-fault paid him for his
wage losses. A Massachusetts man
was hospitalized when his car skidded

.

on ice and hit a tree. Under the old Fault
ill/ system he would not have been able

to recover a cent in lost wages.
L ' Result: Just 9 days after the accident he

0- received his first wage-loss benefit check.

/ „. No-fault covered his nursing care.
7 An elderly man was laid up at home

/ -1 i after an accident with no wife or other
1---7 relative to care for him.
r---' Result: He received $5,000 for nursing
\ care and maid service.

. No-fault paid her $1,014 for ! ,
a housekeeper. During a two month i

recuperation from a car crash, 1
a Florida woman was unable i f

to do housework. j i

Result: On top of her wage and j j
medical benefits, No-fault paid her an j j

additional $1,014 for household help. j 1

3. No-fault saved her house from
foreclosure. Injured in a car crash, a
New England womaff was disabled
for six months with no wage continuation
from her employer and no disability
income insurance.

Result: Her bank said it would have had

to foreclose on her house if the No-fault

wage replacement benefits hadn't been
available to meet mortgage payments.

American Insurance Association

Mr. McCullough lamented. But
he added that the lawyers and
courts are not entirely responsi-
ble for the current situatjon.

"I think it is important that we
not blame our judges nor any
particular segment of the legal
profession for the quagmire that
the litigation process has come
to," he said.

In part, Mr. McCullough point-
ed out, the courts are simply not
prepared to handle the volume
and complexity of claims cases
that are foisted upon them.

One way of settling claims

disputes is through arbitration,
he noted. "Why should we stop
with arbitration. on automobile
claims? Isn't the arbitration tech-

nique just as readily adaptable to
the srnall and moderate size

claims in the fields of fire and

other property insurance, and in
workmen's compensation?"

IN A PRODUCT liability suit
where both the manufacturer and

components supplier are involved,
the litigation can be simplified as
well, Mr. McCullough said.

"If both the manufacturer and

the supplier are insured, can't we
work out a standard arrangement
whereby the supplier is notified,
given an opportunity to contrib-
ute to the investigation and de-
fense, or even to possible settle-
ment, without actually dragging
him into the lawsuits? ... The re-

lative rights of the manufacturer
and the supplier can be subse-
quently determined in a cheaper,
quicker, and more suitable forum
by a less formal means of resolv-
ing any dispute." •

Truck safety
linked to

slower speed
NEW YORK-The Travelers

Insurance Co. opposes reinstate-
ment of higher speed limits for
trucks and urges "management
commitment to safe operating
practices, the selection of equip-
ment consistent with function and

safety, and effective training and
supervision of drivers to insure
compliance with safe operating
principles."

A Travelers spokesman said that

unfortunately, hazardous driving
practices for truckers are rooted in
economic practices like paying on
distance runs, or number of trips
covered.

Another unfortunate practice
cited was the use of specially de-
signed equipment, made to per-
form best at higher speeds.

It was added that the argument
for higher speeds because of de-
sign "has been accepted as an ad-
mission that many long-distance
truck operator have knowingly
violated highway safety laws."

Safety laws "were established

in the best interest of all highway
users," a company spokesman
said. And lower speed limits for
truckers "take into account the

braking disparity between cars
and trucks at higher speeds."

Citing a research study done

by a major engineering manufac-
turer, a Travelers source said
that tractor-trailer units were

found to operate best at 50-65

miles per hour. •

Agency acquisition
The New York-based Man-

hattan Life Corp. acquired The
Richard M. Grosten Insurance

Agency Inc. and The Grosten
Group Insurance Agency in Los
Angeles. The agencies will con-
tinue to operate as general agen-
cies of The Manhattan Life

Insurance Co. under the manage-
ment of their former owners.



You heard us rig-t.
When you speak cf "deductibles, trans*er and

non-insurance," we understand you perfect.7. Because
now trey're part of our language, too.

We've decided ris< management maes sense
when executed properly. So we're learning to think
and speak like risk maragers.

To start, we believe we've trained mo -e people in
risk management than any other insurance company.

282 of our employees have received, or are about
to receive, Associate of Risk Management d'olomas
from the Insurance Institute of America.

*
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At The St. Paul

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

kno# the-e are folks out here who accept risk
management on your terms.

From us, you're more likely to hear "loss
prevention, loss reduction and increased retention"
ratte tnan "h,gher premium."

This commitment to responsible risk
management is just another way we've met the
changing needs of insurance buyers since our
beginnings back in 1853.

Talk witt'; an independent agent for The St. Paul.
He's in the boat with us. And in the Yellow Pages.

THE ST. PAUL
COMPANIES

C / 1, 1

Serving you around the worb...around .ne clock
St. Paul, M nnescta 55102

Risk managementese spoken here: St. Paul Fire and Marine Insurance Company, St. Paul Mercury Inswance Company, The St. Paul Insurance Company.
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Mi washington watch
OSHA chief gives outlook, review
after administration' s first 3 years

WASHINGTON-As the Occu-

pational Safety and Health Ad-
ministration (OSHA) neared its
third birthday last month, its
chief, assistant labor secretary
John H. Stender, gave the Na-
tional Assn. of Manufacturers'

committees on employe safety
and health and labor-manage-
ment relations a rundown on

problem areas and future possi-
bilities.

First, the problem areas.

Industry requests for simplifi-
cation and revision of standards

won't come overnigh: said Mr.
Stender, but OSHA has already
indexed its standards by hazard
and intendstoindex thern by in-
dustry.

AND THE agency is considering
a proposal to allow 50 days for
comment on new proposed stan-
dards instead of the present 30-
day limit, he noted.

"Let me state that nearly every
request for additional time for
comment has been honored," he
told the NAM meeting. "There
probably would continue to be
requests for added time for com-
ment even if the rule was set for

90 days."
Industry would also like OSHA

to more fully price out the impact
of their standards, but to do that
for all standards "doesn't make

sense," according to Mr. Stender.

OSHA is willing to undertake
"economic impact statements"

and already does take into ac-
count the cost of standards, he
said. "When the standard under

consideration might have broad
economic consequences, we go

even further.

"For example, we are now in
the final stages of developing a
new noise standard. As part of
the research that has gone into
this standard, we contracted with
an outside firm to provide us
with an estimated cost-to-indus-

try study over the next three to
five years of both an 85-decibel
maximum noise level and a 90-
decibel level. The results of this

study have been made public, as
is all input into the standards de-
velopment process."

BUT THE expense of impact
sta tements for all standards

would be "astronomical" to both
OSHA and the taxpayers.

Mandatory penalties for first

For risk management that
pays off at the bottom line,
tty the James equation.
This equation shows how
James works to make risk

management programs
steadily more effective. For
thousands of growing corpo-
rate clients. Around the coun-

try and around the world.
Minimizingthesumof:

Self-insured losses

+
Premiums for yourinsurance

+
Loss control expenses you
absorb

Risk managementadminis-
trative expenses

Effective Risk Management

Let's take the equation apart
and see what it holds for your
organization.There are three
divisions in the management
of risk. Eliminate Qr reduce ii.
(Loss control expenses).
Transfer jl (Premiums for in-
surance). Assume all gr part
Qf 11 (Self-insured losses).

James professionals can
help you identify the shape
and scope of your risk. And
suggest whichchoices, in
what combination, are likely

James

to minimize yourtotal risk
management cost.

There is no pat answer, no
canned solution. Each situa:

tion is different, and we ana-

Iyzeit as such. We might advise
onecompanytoassume more
riskandtransfer less.This

might raise the cost of self-
insured losses whilecutting
insurancepremiumsmore. In
anothercase, ourtechnical
services may be used to lower
the incidenceof accidents.
Thiscould raise loss control

costs but more sharply reduce
self-insured losses. The driv-

ing idea of this balanced ap-
proach is to progressively
minimize total risk manage-
ment cost. Which is another

way of saying effective risk
management.

For more information on

how effective risk manage-
ment can help your organiza-
tion atthe bottom line, write
Thomas J. Ryan, President,
Fred.S. James&Co.,Inc.
230 West Monroe Street,
Chicago, Illinois 60606.

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

MORE THAN 80 OFFICES TO SERVE YOU THROUGHOUT THE WORLD

instance serious violations and
discretionary penalties for first
instance non-serious violations
will probably not be eliminated.

Mr. Stender said, ". . . there
will always be some employers
who would wait until inspection
before making any effort to elim-
inate safety and health hazards if
it were not for first instance
sanctions."

OSHA is aware of the problem
of overlapping jurisdictions, an-
other industry criticism, Mr. Sten-
der said, and is trying to do
sornething about it.

"I'll be just as happy as you
are," he told the NAM meeting
"when our compliance officers
stop bumping heads with railroad
safety inspectors and fellows from
the Bureau of Mines."

Mr. Stender said industry re-
guests for on-site consultation
probably could be better handled
by an agency such as the Small
Business Administration. And, he
added, the experience of state
plans which offer on-site consul-
tation indicates "there is not a
great deal of demand for it when
it is available."

MR. STENDER promised the
NAM commitee members that, in
the future, they can expect more
inspections; more standards, espe-
cially health s tan da r ds; more
training programs; more respon-
siveness from OSHA area and

regional offices; more actions
taken by states with approved
plans; more uniformity in stan-
dards interpretation; and "more
interest in what you are doing,
and in the suggestions you have
to offer us."

Specific job safety and health
areas would include job and oc-
cupational health, with particular
emphasis on toxic substances.

"To you, the manufacturing in-
dustry, this means that OSHA
will be giving more attention to
chemicals, fumes, and other
health hazards," he said. "Ai-
ready, we have nearly doubled
the number of industrial hygien-
ists on our compliance staff.

"Any company that works with
chemicals or with processes that
produce dangerous waste prod-
ucts can expect more frequent
monitoring for dangerous sub-
stances.

"On the other hand," he said,
"you can also expect more infor-
mation about health hazards and

more training in the same area to
be made available."

AND OSHA will be pushing
harder for voluntary compliance
programs.

"I might add that employers
who have established voluntary
compliance programs-with in-
ternal hazard inspections and
labor-management committees-
on the average are found to have
fewer violations and lower injury
rates than firms that have done
nothing."

Mr. Stender also dismissed

what he called a "near-sighted"
industry criticism-that OSHA
does not attach employe careless-
ness because its standards apply
only to the employer.

"First, it should be obvious
,that OSHA has no business disci-
plining your employes. That is
your job. You have the res-
ponsibility of instilling safe work-
ing habits among your employes.

"Second, there is a direct corre-
lation between safety and health
conditions that exist in the plant,"
he said. •

Carrier sells agency
Utica Mutual Insurance Co.

said it plans to sell its wholly-
owned general insurance agency,
Utica Mutual Assoc. Inc. to Alex-

ander & Alexander. The agency

employs over 100 persons and has
eight offices in New York state.



NEW YORK-Pan American
World Airways said it is reacting
to four -nnaj or crashes of its
planes in less than a year by
moving swiftly to install in all its
140 airplanes a costly new warn-
ing device that may avert future
disasters.

Pan Am has racked up hull
losses of about $20 million cou-
pled with the deaths of some 290
persons in the four crashes which
occured in a nine-month period.
Pan Am was insured through As-
sociated. Aviation Underwriters
for those property logses. The
value of total liability claims
filed against Pan Am as a result
of those crashes is not known.
The latest crash occurred last
month when a Boeing 707 jetliner
hit a mountaintop in Ball ,killing
107. (Business Insurance, May 13.)

Pan Am is the second major
airline to begin installing the
warning system, at a whopping
cost of $2.9 million. The first was
Scandinavian Airlines, which is
now in the process of installing
the device in its 50 planes.

THE SUPPLEMENTAL warn-

ing system, designed by Sund-
strand Data Control Inc., will
become standard equipment on
all Boeing Co. jumbo jets start-
ing next January.

The alarm system, which can-
not be bypassed or shut off by
the pilot, includes a loud war-
bling siren which sounds a
"whoop whoop" noise, a pre-re-
corded tape which shouts "pull
up," and a flashing red 'light sig-
nalling "terrain."

The system is touched off by
an incorrect landing· approach,
sudden loss of altitude near ter-
rain, or approach of a mountain
or other terrain at the wrong
angle or wrong speed.

The system also warns crew
members of impending danger by
telling them the plane's altitude.

Exxon not

covered for

kidnaping
NEW YORK-Sources at Exxon

Corp. told Business Insurance that
they did not carry ransom in-
surance for the record payout of
$14.2 million to the People's Revo-
lutionary Army in Buenos Aires,
Argentina for the release of Esso
Argentina's refinery manager,
Victor E. Samuelson, who was
kidnapped nearly five months ago.

Despite the apparent exodus of
foreign service employes from
the kidnap-prone Argentina, Ex-
xon sources said that his inci-
dent "would have no effect on
employment practices" abroad in
the future.

Exxon employs more than 1200
employes abroad, although one
corporate source said that we do
not have "terribly many. Most of
our foreign operations are staffed
by local. nationals."

The original ransom demands
from the People's Army for Mr.
Samuelson's release was reported
as $10 million. The amount was ·
rejected by Exxon and was. sub-
setluently raised to $10 million
plus $4.2 million in food, clothing
and building supplies· for flood
victims in northern Argentina, ac-
cording to one source.

Exxon finally agreed to pay
the full $14.2 million in cash,
saying that the corporation was
not in any position to meet the
relief supply: demands. •

Signals are set to trigger in time
for the pilot to pull back the con-
trols and raise the plane to a safe
level.

Aviation experts at Sundstrand
noted that although such a system
might have averted the Bali crash,
parts of the mountain angled by
as much as 85 degrees. The sys-
tem is designed to notify of ap-
proaching mountains with average
slopes 60 degrees. A sharper angle
may not allow enough advance
warning of terrain for the alarm
to sound.

Yet, industry experts conclude
that many past crashes over the
years could have been prevented
had this device been installed by
commercial airlines. (Business In-
surance, Oct. 8, 1973.) •
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Thisisa
commercialabout
ourcommercial

business.

Managing your firm's
risks is demanding
enough in the best of times.
And tougher still if you need
protection against unique exposure to loss.

Perhaps we can help. Innovative underwriting
has always been a mainstay of the Reliance reputa-
tion for superior performance. The result is usually
a policy or package that fits the specific require-
ments of your organization as snugly as a fresh
coat of paint.

For example, we have a department devoted
entirely to creating property and casualty coverages
that meet the unique needs of large commercial risks.

We also give our branch managers substantial

authority to make their·
own underwriting decisions,

based on their intimate knowledge
of local conditions.

And finally, we challenge
our. people continually-to use imag-

ination and initiative to respond
effectively to changing policyholder needs.

We've learned, you see, that people generally
give their business to the company that's easiest to
do business with. And we work hard to be that
company.

Contact your Reliance agent. Reliance Insur-
ance Companies, 4 Penn Center Plaza, Philadelphia,
Pa. 19103. Founded in 1817.

2 RELIANCE . --I=-I .

h:/"fi INSURANCE COMPANIES --'

Were easy to dobusiness with.
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Committee thrashing out compromise pension bill
WASHINGTON-Senate pen-

sion refornn conferees have

agreed to drop their reform bill's
ban on non-qualified plans dur-
ing closed door meetings this
month with House conferees,
Business Insurance learned.

The conferees also reached

agreement on compromise stan-
dards for a qualifying year of
service and maximum participa-
tion requirements.

The compromise pension re-
form bill is now expected to
allow non-qualified plans but
under restrictions for vesting,
funding and participation and is
basically the House bill's lan-
guage on that question.

The agreed-upon definition for
a qualifying year of service was
rewritten to mean 1,000 hours
worked during a 12 month pe-
riod. That is a change from the

.

.

.

Senate bill's definition of a year
of service as five months during
a year in which 80 hours or more
were worked each month.

THE HOUSE bill would have
allowed the definition to be es-

tablished by regulation, rather
than statute, and was supported
by the Nixon administration.

"We were very glad to get rid
of the original Senate definition,"
said a source close to the confer-
ence. "It was too rigid."

Sen. Jacob K Javits (R-N.Y.)
insisted, however, that the defi-
nition be made amendable by
regulation in special cases such
as those involving seasonal work-
ers.

The compromise maximum

participation requirement now
would make workers eligible for
pension plans at age 25 after one

year's service with a "lookback"
feature that would credit young
employes with up to three years
of service.

The compromise kills an

amendment sponsored by Rep.
Bella Abzug (D-N.Y.) which
would have allowed employes
younger than 25 to qualify for
plans as long as they had three
years of service.

The Senate-House conference

committee began meeting May
15. Three meetings were sched-
uled for last week and the con-

ferees were expected to move
from participation and coverage
into the areas of vesting, funding,
and termination insurance.

The thorny issue of jurisdiction
by the Treasury and labor de-
partments was deferred until

later.

Senate and House staffs close

•00

/

C 7//1

to the bill were predicting a
smooth conference that could be
wrapped UP sometime next

month.

The Nixon Administration,
through deputy assistant Treas-
ury Secretary John H. Hall, took
the opportunity of- a meeting of
the Assn. for Advanced Life Un-

derwriting earlier this month to
let its opinions on the pending
pension question be publicly
known.

"ON THE WHOLE," said Mr.
Hall, "with the principal excep-
tion of termination insurance, the
Senate bill was a constructive and

moderate approach to pension re-
form, and a bill we were reason-
ably happy with."

"The Senate bill was generally
a good bill, except for a number
of technical errors which have

Atotal solution toclaim handling
for the Self-Insurer.

Read about itGAB's new "Custom-Tailored

Services for the Self-Insurer"
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unique appraisal, inspection, in-
vestigation and settlement capa-
bilities in these vital areas:

Workmen's Compensation

Auto Fleet Property and Liability
General Liability

Products Liability

Property, Catastrophe and
Recovery

Transportation and Ocean
Marine

Accident and Health, Life and
Disability

Safety Engineering and Loss
Control

Equally important, it explains how

compliance and how our
computerized management

we do it. Locally, nationally, inter- reporting system keeps you on
nationally.

top of all types of risks and
How we handle your account. How losses.

we custom-tailor procedures,forms
and routines to match your precise GAB, working with your agent or

requirements... even create a broker, delivers the most compre-
new service for you if necessary. hensive personalized service avail-
How we help you in such areas as able today. If you don't already
safety engineering and OSHA know about us, you should.
....

.

: 1. R. Gray, General Adjustment Bureau, Inc. ,- = rm
] 123 William Street, New York, N.Y. 10038 U'US

: Gentlemen: Please send me your new booklet "Custom-Tailored Services
for the Self-Insurer."

Name

TitiB

Address

City State

Company

7ip

been corrected on the House side,
and we would be pleased to see
something along those general
lines enacted," he said.

Mr. Hall, however, objected to
the House provision for direct
statutory requirements on vest-
ing, funding, participation, and
terrnination insurance to be

administered by the labor de-
partment.

"This approach, of course, was
inherently irreconcilable with the
existing structure of indirect
pension regulation through mini-
mum requirements for tax quali-
fication," he said.

"The idea is that IRS and
Labor will issue joint regulations
and thereafter plans will have to
report to, and satisfy both the
IRS and the labor department.
This is one of the principal fea-
tures I had in mind when I said
that I wish the legislators would
give a little more thought to basic
economics.

"The administrative costs nec-
essary to satisfy even one gov-
ernmental agency will be great
enough for smallplans; the inflic-
tion of overlapping and poten-
tially conflicting supervision of
the identical substantive rules by
two different bureaucracies may
be a good political way to get a
bill reported when a deadlock
develops, but as a way to handle
a substantive problem, it is in my
judgment indefensible."

A SECOND problem with the
House bill, Mr. Hall said, is its im-
pact on non-qualified plans.

"It is one thing to impose strin-
gent prerequisites for receipt of
special tax benefits, but the
House bill imposes the identical
substantive requirements for

vesting, funding and participa-
tion whether the plan seeks to be
qualified or not."

"The Senate bill is more direct.

It outlaws non-qualified plans
directly.

"I am not optimistic that it will
be possible to preserve the legal
right to set up a pension plan or
profit-sharing plan which does
not qualify under the code. It
certainly vastly increases the
sanctions for being disqualified-
and the new bill has a myriad of
traps for the unwary whereby
this can happen.

"Not only do you and your em-
ployes lose their tax benefits, but
the very maintenance of such a
plan, at least under the Senate
version, will be illegal."

Mr. Hall also said he was con-
cerned that the House bill pro-
hibits "front-loading" of benefits.

"This doesn't make sense at all,
for it runs counter to the entire
intent of the bill to accelerate the
achievement of retirement secur-
ity.

"FOR INSTANCE, the House
bill prohibits a pension whereby
the full pension accrues after, say,
30 years, at least if there are no
early retirement provisions it
likewise effectively prohibits a
plan with special benefits for
lower-paid workers, for with a
rising pay-scale, this would be a
front-loaded plan."

The administration, said Mr.
Hall, also has taken "serious ex-
ception" to the Senate bill's rules
on participation having itself
suggested a three-year and age
30 requirement and has suggested
that the definition of a "qualified
year of service" be done by regu-
lations, not by statute.

"There are some real problems
with this definitional area in thE
Senate bill, which in essence de-
fines a year as five months and a
month as 80 hours," he said.

On vesting, he said the Admin-
istration still preferred an age-

Continued on page 62



Connecticut General

opens its third HMO
BROOKLYN - Connecticut

General Life Insurance Co. opened
its third health maintenance or-

ganization (HMO) since 1969 last
month.. A professional corporation
of 65 bhysicians co-sponsor the
health care center with Connecti-

cut General.

"Our objective is to give medi-
cal consumers convenient access

to comprehensive medical care
without financial hardship," said
John A. Campbell, Connecticut

General's healthcare program di-
rector. A fixed monthly payment

should cover all typical family
medical needs, the company said.

Right now there are less than a
thousand people participating in
the new HMO program. Connecti-
cut General expects 15,000 enrol-
lees by the end of the year.

Enrollment in the plan is of
fered through employer group
benefit programs as an alterna-
tive td conventional health insur-
ance. Monthly premiums are high-
er but benefits are broader, the
company added.

Monthly premium for a family
is $69.75 and for individuals,
$25.25. In rnost cases, ennployers
pay the major part of the premi-
ums, according to Connecticut
General.

THE PLAN includes: 24-hour

service, health check-ups, full
prenatal and post-natal mater-
nity care, honne care, psychiatric
care, full hospital care, and all
treatment of illness or injury by
the healthcare center's physicians

A $2 registration fee is the only
additional charge to enrollees, ex-
cept for a $7 house call fee and
a $5 charge for psychiatric treat-
ment.

Selected hospitals provide in-
hospital care and out-of-hospital
care is supplied at the new cen-
trally located health care center
Each enrollee has his own physi-
cian, but he also has access to all
specialists at the medical center,
the company said.

The facilities include suites for

minor surgery, internal medicine,
obstetrics, gynecology, pediatrics,
emergency service, rehabilitation

OSHA info

director is

hurt at office
WASHINGTON-Work safe-

ty's costly lesson hit home at the
Occupational Safety and Health
Administration last month when
OSHA's information director

fractured his wrist by tripping
over an office typewriter cord.

Sam Sharkey, 57, a veteran
newsman who has worked for

NBC, the New York Times, and
taught at Columbia University's
Journalism school, returned to
work shortly after the accident.
But his writing activities have
been heavily curtailed by his
broken right wrist. Mr. Sharkey
is right-handed.

"He bounced back rather quick-
ly," an OSHA spokesman said.

"We had somebody down here
inspecting afterward, but we can't
penalize ourselves," he added. "We
finally tucked the cord away so it
wouldn't trip somebody else.

"It shows how simple good
housekeeping rould be. We were
guilty ourselves of faulty house-
keeping practices.

"It'also shows how costly acci-
dents can be," the spokesman
noted. "We lost our best writer."•

medicine, radiology, laboratory
and pharrnacy.

For the treatnnent facilities

Connecticut General is providing
$2 million as start-up capital.
They will handle all nonmedical
aspects of the operation such as
administrative services, market-
ing, premium collection and fi-
nancial management.

Connecticut General has con-

tributed a total of $10 million for
the three HMO programs co-de-
veloped. The Columbia Medical
Plan in Columbia, Md. which
opened in 1969 now has 16,400
enrollees.

The Arizona Health Plan in

Phoenix, opened in 1972, has an
enrollment that exceeds 17,700,
Connecticut General reported. •
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COMPLETE INSURANCE MANAGEMENT

and ADVISORY SERVICES

Professional - Objective

Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016
Area Code 212 - Oxford 7-6678

No single groupinsurance plan
canbe all things to all companies.

11!AiTH FOODS
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We believe your group insurance should be as
unique as your company. Of course, so do a lot of
other people. But at Metropolitan Life,we're
uniquely equipped to put this belief into practice.

If your company is large, wete equipped to
make sure yoike serviced like one. Wae large
ourselves: Metropolitan Life is the only company
with $100 billion of group life insurance in force.

If your company isnt large, that's fine, too.
After dealing with thousands of medium-sized and
small-but-growing organizations, we've learned a
lot about their specific group insurance needs -and
how to meet them.

X

li

How would we work with you? We have no
idea. Not until we sit down with you and learn
about your particular business and the plans youte
making for the future. If you call the Metropolitan
Group Division Vice-President nearest you, he'll
be glad to help you.

In Chicago, call James R. Flynn, 312-236-5613.
In New York, Izon D. Moskowitz, 212-578-2421.
In LOS Angeles, Robert E. Hayes, 213-626-6401.

0 Metropolitan Life
Where thefutureisnow



16/ business inst£ranee, May 27, 1974

Aetna sues their star salesman for $10.5 million
LOS ANGELES-Aetna Life &

Casualty Co. filed a $10.5 million
civil damage suit against its star
life insurance salesman of 1973,

Bert Kreisberg, of Encio, Ca.,
who wrote more than $100 mil-
lion in new business and pro-
duced $3 million in premium
income for Aetna last year.

But the problem with its top
producer, alleges the Aetna suit,
was that the agent and his com-
pany, Bert Kreisberg Assoc., ille-

gally rebated premiums to cus-
tomers in return for rights to

borrow against the policies. Such
rebates, the suit contends, are in
violation of section 750 of the

State of California Insurance

Code which states:

"An insurer, insurance agent,

broker, or solicitor, personally or
by any other party, shall not
offer or pay, directly or indirect-

ly, as an inducement to insurance
on any subj ect-matter in this
state, any rebate of the whole or
part of the premium payable on

an insurance contract, or of the
agent's or broker's commission

thereon, and such rebate is an
unlawful rebate."

AETNA'S SUIT alleges that Mr.
Kreisberg's rebating caused Aetna
$500,000 in actual damages
and an additional $10 million is
being sought as punitive dam-
ages. This civil action follows an
administrative complaint filed

earlier by California insurance
commissioner Gleeson L. Payne,
who also accused the Kreisberg
agency of the rebating violation
of section 750.

Although the Aetna suit men-
tions only "ten or more persons"
in the last three years having

life insurance written by Mr.

Kreisberg, a company spokesman
said the Kreisberg agency wrote
87 Aetna policies last year. These
alone were worth over $100 mil-
lion. The company's total new

life business for 1973 was just
under $2 billion.

A number of experienced life
underwriters contacted by Busi-
ness Insurance indicated that the
most successful salesman in the

industry averages no more than
$100,000 per year. Over the last
three years, the volume of Mr.
Kreisberg's premium income was
estimated at over $10 million.

One of Mr Kreisberg's custom-
ers named in the accusation filed

by the state insurance depart-
ment was James A. Collins,
chairman and president of Col-
lins Foods International Inc. The

company is the biggest franchiser

Toymakers don't build
airplanes or airports

and we don't play around
with coverage.

The aerospace industry is an
assembly of top scientists, tech-
nicians, engineering and management
personnel because it is one of the most
challenging of technologies.

With deep respect and apprecia-
tion of their end product, the AOA
team of underwriters duplicate their
processes of perfecting by ap-
proaching aviation insurance in the
same serious manner.

Competence should not stop at
this point.

It is your turn to be serious about
your risk in choosing the right aviation
insurance facility.

Ask your Agent to examine the
AOA stability and reliability, the two
qualities that made AOA a major fac-
tor in aviation insurance.

Then have him get a quote from
our expert underwriters.

AVIATION OFFICE OF AIVIERICA
INCORPORATED

A GROWING INTERNATIONAL AVIATION INSURANCE ANC) RENSLJRANCE [YRGANIZATION

JACK G. FOLMAR

CHNRMAN OF THE BOARD AND CHIEF EXECUTIVE OFFICER

WILLIAM H. ALDERMAN

PRESIDENT

of Kentucky Fried Chicken res-
taurants and operates the Sizzler
Steak House chain.

Mr. Collins bought a $5 million

life insurance policy from Bert
Kreisberg in 1972 and assigned
Mr. Kreisberg the right to borrow
on the policy. Aetna permits such
assignments beginning six months
after a big policy takes effect,
while the customer retains death
benefits for himself.

ON THE FIRST year premium

payment of $100,000 for the Col-
lins policy, the state complaint

alleges, Mr. Kreisberg got a com-
mission of $55,000, an expense
reimbursement of $19,250 and

borrowed $65,000, which was the
cash value of the policy. The
total-commission, expenses and
loans--could total $139,250, leav-
ing $100,000 for the premium and
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a $39,250 profit for Mr. Keisberg,
according to the complaint.

Insurance commissioner Payne
said a hearing on the charges

against Mr. Kreisberg should re-
solve the question of whether the

policyholders were guilty of a
misdemeanor for accepting a "re-
bate." Other important answers
being sought are whether policy-
holders. are liable for taxes be-

cause they, in effect, received a
free insurance policy in exchange
for its borrowing rights, and
whether there was a conspiracy
to defraud the insurance corn-

panies involved.

In addition to Aetna, Mr.
Kreisberg was licensed to sell in-
surance for Continental Assur-

ance Co., a Chicago-based unit of
CNA Financial Corp. Industry
sources estimate that 99% of Mr.

Kreisberg's business in recent
years had been written for Aetna
and Continental Assurance.

AETNA HAS since cancelled its

contract with the Kreisberg agen-
cy and the insurance departrnent
is seeking to suspend or revoke
Mr. Kreisberg's insurance license.

Mr. Kreisberg could not be
reached for comment, but his at-
torney said that by serving notice
with the insurance department
that he desired a hearing on the
charges, Mr. Kreisberg had, in
effect, denied the allegations.

Industry observers note that it is
the insurance company that suf-
fers in the case of a rebating
scheme of this alleged magnitude.
If enough policies are sold, the
immediate effect is to generate a

huge inflow of dollars and a large
profit the first year. The pinch
for stockholders in the insurance

company or mutual company
would occur several years later
when the policy loans had to be

repaid with interest. •

Buys Equity
Funding's

subsidiary
LOS ANGELES-The under-

writing business of Equity Casual-
aty Insurance Agency, once the
property and casualty insurance
subsidiary of Equity Funding
Corp. of America, was purchased
by City American Insurance

Agencies for an undisclosed sum.
Included in the purchase by

City American, a multiple line
insurance agency recently organ-
ized by former officers of Equity
Casualty, is the business of Re-
alty Insurance Assoc., Albaum &
Norton Inc., Hillcrest Insurance
Agency and Palm Insurance
Agency.

PRINCIPAL OFFICERS of City
American are Lou Cohen, presi-
dent; Harold Albaum, vp and
board chairman; Bruce Norton,
executive vp; and Stanley Podol-
sky, secretary-treasurer. Mr.
Cohen is the former president of
Equity Casualty and Mr. Po-
dolsky was controller. Messers.
Albaum and Norton were most

recently partners in Albaum &
Norton Inc.

Equity Funding is currently
being reorganized under chapter
10 of the federal bankruptcy

laws, following the disclosure
last spring of massive fraud in
the operations of Equity Funding
Life Insurance Co. (Business In-

surance, April 23, 1973).
In addition to its casualty and

property business, City American
specializes in life, health and em-
ploye benefit plans. •
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Whatfirst,class hotel

is963feetlong,
bearsaroyalname,

issometimes foundinNew¥or

and is insured by
Commercial Union?

Commercial Union insures the liner

Queen Elizabeth II - and weekend
cabin-cruisers with moorings from
Los Angeles to Auckland. It covers the
giant Massey-Ferguson works and two-man
automobile repair shops; ducal mansions
in England and suburban homes in
Melbourne; supersonic air-liners and family
automobiles. Commercial Union takes care

of the small as well as the big and spectacular.

CommercialUnion
Commercial Union has offices in principal
cities throughout the world. including
Boston, New York, Los Angeles, Montreal,
Buenos Aires, London, Amsterdam, Paris,
Hamburg, Vienna, Brussels, Tokyo,
Melbourne, Wellington, Singapore and
Johannesburg.
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New flood act to mean costly land use restrictions
By JOANNE GAMLIN

LOS ANGELES-"It's nothing
less than revolutionary," declared
Aaron Woloshin with awe.

Mr. Woloshin is an associate of

the world-wide firm of Dames &
Moore, a concern that acts as
consultants in environmental and
applied earth sciences and he's
in a position to know.

What Mr. Woloshin was describ-
ing is the sweeping new land use
measures embodied in the Decem-

ber, 1973 Flood Disaster Protec-
tion Act, a revision of the Na-
tional Flood Insurance Act of 1968.

"The objective of the latest
revision is two-fold," explained
Mr. Woloshin.

"FIRST, IT IS to use sub-
sidized flood/mudslide insurance
rates as a lever to promote land
use controls in flood plains and
coastal communities. Second, it
is to lower the number of dol-

lars that have been flowing into
federal disaster aid."

The National Flood Insurance

Program dates back to 1968,
when Congress created the Na-
tional Flood Insurance Adminis-

tration as part of the Housing
and Urban Development depart-
ment. In partnership with the
private insurance industry, the
Flood Insurance Administration

or FIA began offering insurance
for floods and mudslides (but
not landslides) at subsidized rates
of 25 cents per $100 of valuation.

With the subsidy came a pre-
requisite, however. The 1968 act
required that for residents to re-
ceive the low premiums, the state
and local government would have
to adopt certain minimum land use
measures to reduce or avoid fu-

ture flood damage within their
most flood-prone areas.

AT THE SAME time, the in-
surance industry formed the Na-
tional Flood Insurance Associa-

tion (NFIA). Its membership,
open to all qualified companies
licensed to write property in-
surance under the laws of a state,
have kicked in more than $42 mil-
lion in risk capital to support the
federal program.

For each state the NFIA

appoints a servicing company
which writes flood-mud policies
for brokers and agents who are
licensed to do business with their

particular state. Brokers then
market the policies to individuals
and businesses within the com-

munity.
It must be stressed, however,

that before a business can pur-
chase federal flood insurance its

community must have qualified
for the program by submitting a
completed application to the FIA.
Copies of adopted land use and
control measures which are con-
sistent with the federal flood

program must accompany the ap-
plication. Also other items per-
taining to the nature and extent
of flood hazards.

A COMMUNITY'S eligibility for
the insurance progrann can be
determined by the FIA in only
six working days after the ap-
plication has been received.

Firemen's Fund American is

the NFIA servicing company in
California. And Robert P. Fajardo,
the company's resident secretary
for commercial lines, told Busi-
ness Insurance that while 2,900

towns did qualify for the 1968
program, the overall response was
poor.

"It was an exercise in frustra-

tion," he recalled, emphasizing that
the servicing insurance company
derives no profit from its flood
insurance activities.

That's why the 1973 re-

vision turned tough. It mandates
that communities adopt federal
land use measures and thus allow
their citizens to purchase flood
insurance, or all construction loans
from federally regulated banks
and savings and loans will be
withdrawn. Included in the for-
midable restriction are construe-

tion loans and grants from the

FHA, VA and the Small Business
Administration.

To be sure, with the federal
land use laws on their books
towns will find their options on
how they develop their land to
be sharply constricted. For they
must either prohibit development
in flood vulnerable areas altogeth-
er or else require that construction

Inland marine
also covers this

company& pipelines,
computers and
valuable papers.

And MOAC
covers them all.

Gas storage tanks, like radio
transmitting towers and motor truck
cargo, are business for a commer-
cial inland marine underwriter.

In fact, almost every commer-
cial account includes exposures that
deserve the underwriting skills of an
inland marine specialist.

The kind of specialist you'll
find at MOAC.

Because at MOAC, inland
marine isn't a sideline. (Last year it
accounted for 27% of our volume.)
Since it's a maior part of our busi-
ness, we place inland marine ex-
perts in each of our 49 U.S. and
Canadian offices; then give them
local authority to rate and write
almost any risk

On-the-spot underwriting is
iust part of our story. MOAC also
offers prompt policy delivery. Fast,
fair claims handling. Dependable
service. Plus over 100 years of ex-
perience.

Specialization. Service. They've
made MOAC one of North Ameri-

ca's leading commercial inland
marine underwriters. Let us put
them together for you.

Marine Office-Appleton & Cox
Corp., Eighty Maiden Lane,
NewYork, NewYork 10038.

be built above the flood level on

landfill or pilings or somehow be
adequately flood-proofed.

"ITS A CONCEPT that defies

the deeply held conviction that a
man can work his will with his

own land," observed Mr. Woloshin.
"A lot of people oppose mandated
land use."

In fact, he indicated that his
own feelings on the matter are
equivocal. While he said he agrees
that flood area construction should
be protected, he also expressed
understanding for the outrage of
a developer, who might have spent
$20,000 an acre to build a condo-
minium only to discover that be-

Continued on page 19
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cause it is flood-prone the land
is worth rnuch less.

In the past, developers have
been eager to build on such land,
convinced that the government
would rush to the rescue of

property owners who have been
undone by floods. A study for the

American Enterprise Institute by
a member of the Wharton School

of Finance & Government, for
instance, found that many flooded-
out property owners were better

off after a disaster than before.

The cost of implementing the
National Flood Insurance Pro-

gram is in fact incalculable. The
only sure thing is that it will be
high.

Dames & Moore comes into this

complex picture by way of its ex-
pertise in analyzing natural haz-
ards, including landslides, faults,
erosion, subsurface cavities and, of
course, floods. Mr. Woloshin is a

geologist.
He explained that his firm

enters the act after communities

have submitted their completed

applications for insurance to the
FIA. The FIA then has a federal

agency draw up flood insurance
rate maps and flood hazard boun-

dary maps for given communities.

"WE THEN check these studies

to see if they are technically
adequate," he said, underlining
that this is a sensitive job.

"Communities can go through
the ceiling if they feel they have

been mistreated in these studies,".

he explained. Indeed, on March
29, the FIA withdrew the flood in-
surance maps for a clutch of cities,
including, in Califeornia, such mu-
nicipalities as Huntington Beach,
Oakland and Pasadena. The reason

for the withdrawal, said the FIA,
was that mudslide areas needed

re-evaluation. F6r the cities in-

volved, the action obviated the
flood insurance purchase require-
merits.

One of the other key features
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in the 1973 act was the doubling
or tripling of limits on the first
layer of the federal flood insur-
ance coverage. For example, while
the old limit on non-residential

structures was $30,000, the new
limit is $100,000. For single family
homes, the limit was similarly
hiked to $35,000 from $17,500, at
the going rate, of course, of 25
cents per $100 of valuation. All
buildings in a community are
qualified for the subsidy except
those owned by the state.

THE SUBSIDY IS available only
for present day structures already
built, however. The '73 bill stipu-
lates that new construction under-

taken within a known flood hazard

area will not be eligible on the
theory that the buildings in the
area will be properly elevated or
flood-proofed and thus qualified
for lower actuarial rates.

However, the applicability of
actuarial rates on new construe-

tion was deferred by the bill until
December 31, 1974, or the effec-
tive date of the initial rate map
published by HUD, whichever is
later. The bill also encompasses

an emergency program. It sus-
pends some of the required maps
and studies for areas in urgent
need of flood insurance.

In all, the impact of the Na-
tional Flood Insurance Program
will be profound, agree Mr. Fa-
jardo of Firemen's Fund and Mr.
Woloshin of Dames & Moore. •

State awards

health cover

to Aetna
BOSTON-The Massachusetts

state insurance commission

awarded a $37.5 million health
insurance pact covering 90,000
active and retired state employes,
dependents and municipal work-
ers, to Aetna Life & Casualty Co.,
Hartford.

Commissioner William A. Burke
said Aetna was low bidder on the

state contract.

Other proposals had been sub-
mitted by American Family Life
Assurance Co. of Georgia, and
Massachusetts Blue Cross-Blue
Shield.

Aetna had held the pact since
Jan. 1, 1970, with the new agree-
ment running through June 30,
1975.

And while the commission

sought to make "a slight modifi-
cation" in existing public em-
ploye health insurance coverage,
"no increase in the level of

coverage was made, in a deter-
mind effort to hold the line on

state spending:'
Mr. Burke added that the com-

mission received "no accountable"

proposal from prospective car-
riers for paid-up employe cata-
strophic illness coverage under
competitive bidding, and, thus,
would wiave those rules "to seek
a workable program by direct ne-
gotiations with qualified insur-
ance carriers."

The option for employe partici-
pation in the Harvard community

health plan-health maintenance
organization-is expected to be
available beginning Aug. 1 for
those desiring it. •

New teacher benefits
The board of David Douglas

school district, Portland, Or., ap-
proved a wage agreement which
will give teachers a 12.4% hike in
wages and fringe benefits. The
contract breaks down to 10.42% in

wages and 1.65 % in fringe bene-
fits. The fringe benefit package
will give each teacher $40 a month
which can be used for life insur-

ance, health insurance, or for tui-
tion expenses for courses.
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Trusteeship for British
insurance companies

LONDON-Assets of insurance

companies totalling $1.7 billion
have been placed under trustee-
ship by the British government in
accordance with new laws intro-
ducedlast year.

There is no suggestion that the
companies are functioning wrong-
fully, but the moves were made
to enforce insurance regulations
now in full operation.

It is anticipated that these
steps will help government com-
missioners to make sure there are

no future maj or collapses of in-
surance corporates like those
which shocked the nation some

years ago.

At that time several cut-rate

auto insurers, such as Fire, Auto
and Marine, failed, followed by
the big Vehicle and General In-
surance Co. collapse in 1971 with
a $22 million deficiency.

SO THE GOVERNMENT in-

troduced laws enabling assets of
any insurance company formed
in the last five years, or taken
over by any larger financial

group, to be put under special
powers by the public Trade and
Industry Department.

But the trusteeships, which
apply to companies ranging in
size all the way up to Abbey Life
Assurance Co., part of Interna-
tional Telephone and Telegraph,
are in force purely for surveil-
lance reasons.

LONG-ESTABLISHED compa-
nies already come under govern-
ment supervision. The new laws
merely help officials to keep in
touch more quickly with newly-
formed insurance corporates, or
those where changes in control
take place.

Nearly 50 companies come
under the scope of the new con-
trol order, which can also restrict
insurance company investments,
to make sure funds are readily
available for policyholders.

In rnost cases insurance corn-

panies dominated by merchant
banking groups have been placing
funds for investment with their

parent corporations.
The problem was highlighted

when some of the smaller sec-
ond-line banks met cash difficul-
ties at one time or another
through Britain's economic de-
pression, which has lowered the
value of equity stocks and caused
a run on money to meet loan
charges.

THE GOVERNMENT thinks it
wrong that funds which must be
used for policy holders, mainly in
the personal life insurance field,
should be invested where there
might be sudden economic risks.

Investments of companies deal-
ing in non-life business are felt
to be in a slightly different cate-
gory, as they have to be invested

If it has W
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Physical Damage!

widely so as to maintain the
necessary financial strength, but
even · these will be supervised if
necessary.

At)ey Life's managing direc-
tor, Fred Richardson, has gone on
record as welcoming the govern-
ment initiative. Geoffrey Hor-
rocks, insurance director for the
firm, told Business Insurance:

"This is a situation which is quite
normal in insurance regulations.
I think the U.S. has a similar
rule, which requires foreign-
owned corporations doing busi-
ness in the U.S. to have their as-
sets under trusteeship. We have
no objection to having our assets,
which now total over $850

million, being put under trustees.
It does not affect the regular con-
duet of our business." •

Court rules

pregnancy is
a disability

BOSTON-The state supreme
court here ruled that work ab-

sences due to pregnancy should
be treated like any other physical
disability.

The ruling came as a result of
an appeal of the Malden School
committee and the. superintend-
ent of schools from superior court
decisions. It follows on the heels
of a similar U.S. Supreme Court
ruling on General Electric Co.

A court spokesman said that
"pregnancy is no more voluntary
than disabilities incurred in the
pursuit of non-essential activities
with obvious risks of injuries, such
as playing games or driving an
automobile."

According to the court's deci-
sion, the teachers forced to resign
in 1968, were entitlted only to the
lost salaries. One teacher was
awarded $41,144, the other $45,-
399. m

S,
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Why some of the
nation% top corporations

finditgoodmedicine
tobeone

ofourinsureds.
Go over the Fortune 5001ist

and you'll find that about half the
37**%461' .

. companies on it are Allendale
policyholders.

The reason is simple. No other
- « i insurance company better caters to

-          9 thiirbsurarice needs.
For example. At Allendale we

-4- r_  V: i Y.L,:I--_-| 71; -t-1 - IF,Er -.
, r 5_1 '55,4-,i.i, " =g*it rs:':F j«z/ offer unmatched loss control know-

All

how. Know-how that helps a com-
pany prevent a disaster from crippling -

or destroying its productivity.
We also offer custom-designed

coverage to meet the specific
requirements of a company.

And if a catastrophe does happen, Allendale has experienced,
engineering-oriented adjusters to help get your business back in
bu5iness without delay.

Whether you're onthe Fortune 500 list oroffit, inure with the
tops - Allendale! Allendale Mutual Insurance Company, Allendale Park,
Johnston, Rhode Island 02919. Associates: New Providence
Corporation, underwriting manager for Affiliated FM Insurance
Company and Appalachian Insurance Company.
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editorial opinions

Hart-Magnuson deserves support
'- HE HART-MAGNUSON no-fault insurance bill, whichwas passed by the Senate and sent to the House early this
month, deserves the support of insurance consumers and the
industry itself.

The bill reported out by the Senate would prescribe mini-
mum standards for no-fault insurance that would have to be

adopted by the states. States that had not adopted some form
of no-fault by Sept. 1, 1975, would be faced with the imme-
diate imposition of the federal specifications. States that had
adopted no-fault plans by that date, or those that already
have them, would have four years to bring their laws into
compliance.

The measure sent to the House contains most of the char-

acteristics intended originally by Sens. Hart and Magnuson.
It would provide unlimited medical and rehabilitation cover-
age from an insured's own company on a no-fault basis;
replacement service benefits, in reasonable amounts, would
be provided to accident victims; and survivors would be com-
pensated for their economic losses.

Two late amendments were tacked onto the measure by
Sen. Walter Mondale (D-Mn.) : one allows group health in-
surance writers to compete with auto insurance writers for
the medical coverage specified under the Senate bill, the
other bends the no-fault principle enough to allow subroga-
tion of claims in accidents involving heavy commercial ve-
hicles that would be based on-fault.

The two amendments are likely to run into some opposi-
tion by commercial insurance consumers. Some, for example,
express a concern that when first party benefits are paid by

group coverage instead of workmen's compensation or nor-
mal fleet accident insurance there may be a tendency to let
fleet loss prevention slip. Others say that allowing subroga-
tion of claims in accidents involving heavy commercial ve-
hicles is discriminatory and removes the law from the true
no-fault concept.

We don't find these two complaints sufficient reasons to
kill the bill. Rather, we steadfastly believe that the time for
no-fault was yesterday and we rue the waste of a system that,
in all these years past, has returned in benefits to claimants
only 42 cents of every premium dollar spent.

The Hart-Magnuson bill could correct the system in three
major ways. We think they're worth repeating:

• Under the present system 45% of persons seriously in-
jured receive no payment from auto liability insurers. Under
this bill, all of those insured would receive 100% of medical
expenses and 100% of wage loss up to a limit of $50,000.

• Of those who suffer $10,000 in economic loss, 60% now
get nothing, only 4.4% get an amount equal to or more than
the loss and 85% get less than one half of the loss. Under
the Hart-Magnuson measure all those injured would re-
ceive 100% of medical expenses and 100% of wage losses
subject to the limit.

• Under the present system, those with under $100 of eco-
nomic loss, with the use of attorneys, have received over
seven times their loss. The bill would make things less lucra-
tive for the lightly injured, but would still pay 100% of their
medical expenses as well as 100% of wages lost.

Need more be said ? We hope the House moves swiftly.

A new threat to profit-sharing
 NEW THREAT may be looming on the horizon for

11 profit-sharing funds because of the beating most funds
took in the stock market last year

In contract negotiations concluded last month, for example,
members of the American Newspaper Guild employed by the
Washington Post voted to call it quits with the paper's profit-
sharing plan in favor of a new non-contributory fixed benefit
pension fund. It seems Guild employes were moved by the
fact that the fund's asset value dropped 36% last year, al-
though it was the first decline in the fund's history.

The situation at the Washington newspaper may not be
typical, but we bet it's one a lot of profit sharers are sym-
pathizing with these days. Dips of 20% in fund values are
typical; ask any participant in a profit-sharing company. The
grumbling is noticeable, especially now that most of those an-
nual statements have found their way home.

The situation, for us, reemphasizes the importance of em-
ploye benefits communications. We wonder, for example, if
the grumbling would be as intense if most employes had been
made aware months ago, say, that the outlook for their funds
was not good. Those who follow the market and participate in
profit-sharing knew full well-or at least could imagine-
what was happening to their funds during the past 18

months. But a majority of profit-sharers are not as sophisti-
cated and the balance sheet must indeed have been a shock.

When it comes to benefits that are variable, benefits that
depend on the fluctuations of the stock market, communica-
tions must be an ongoing thing and not limited to an annual
statement, slipped embarrassingly in with the paycheck, as
it was this year by many firms.

Profit-sharing has served many companies well. It has,
over the years, returned a multitude of benefits to partici-
pants who have been motivated by the concept. We wonder
how long an employe would stay motivated at the rate of
minus 20% per year. We wonder, too, how many other em-
ploye groups would opt for another form of benefit if profit-
sharing were brought to a vote this month.

As we've said, profit-sharing has served many well. Over
the long haul it should continue to. At the Washington Post
last year's decline was the first in a 20-year history. And
that, for profit-sharing, has been the rule rather than ex-
ception. That's probably the best reason of all that employes
should be kept informed about their account on a monthly
or at least quarterly basis. If a fund is continuing to lose
money an employe should be made aware of it. And he
should certainly be told what management is doing about it.
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Re-evaluate position
To the Editor: I have read with

interest your article in the April
15, 1974 issue concerning the at-
tack by insurance companies of
the British Columbia Plan which

has authorized a government in-
surance company in the automo-
bile insurance field.

Why domestic insurance corn-
panies cannot see that the direc-
tion of probable movement in
behalf of our federal government
by way of supporting federally
controlled insurance litigation
such as that of Senate Bill 534 is

beyond my imagination. Such
federally controlled legislation is
not only detrimental to the com-
petitive free enterprise system
but to members of our society, as
well, and I seriously urge such
carriers to re-evaluate their posi-
tion.

Phillip W. Knight
President, Federation of Insur-
ance Counsel, Miami, Fl.

Wyatt D&0 study
To the,Editor: Mr. Charles W.

Pachner provided a recent letter
to the editor on the subject of the
1973 Wyatt Directors and Offi-
cers Liability Survey ( Business
Insitrance, April 29, 1974). This
letter attacked the credibility of
that survey with a superficial
analysis of some alleged short-
comings of the survey, based on
a false premise on his part.

The writer stated that corpora-
tions responding to our survey
"must have reported fewer losses
than a representative average,"
on the basis that "the survey
mailing included no promise of
confidentiality." This is a com-
plete falsehood. Had the writer
taken the trouble to examine that

mailing, he would have found
that it did contain a promise of
confidentiality, a promise that
has not and will not be violated

in this survey or any future D&0
survey we conduct. We recog-
nized at the outset that such a
commitment is essential to a sur-
vey of this nature. We were able
to get a good cross section of re-
sponse in our survey because The
Wyatt Co. is known to be
dedicated to confidential han-

dling of data for its clients, and is
not engaged in marketing or un-
derwriting of insurance. Our

D&0 survey report contains no
reference which would identify
any individual company partici-
pating in the survey, nor has any
information of that nature leaked

Continued on page 58
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The unique idea behind ourshopping centerinsurance
started long before there were shopping centers.
Way back in 1881.

That i when a group of NewYork retailers-
department store owners, a leading jeweler, and others -
got together to create an insurance reciprocal for
chemselves.

Ever since then, the companies that became
Commerce and Industry have focused on retailing.

Writing insurance.
But thinking like retailers.
Which is especially important when you're a

preferred risk company, as we are.
C&I's "feel" for retailing-our traditions and

interest in this specialized industry-helps us to come up
with more practical, realistic ways for retailers to save
money without sacrificing protection.

Ourengineers are a big help, too. They're
inventive, highly flexible, heavily experienced in
satisfying the needs of shopping center operations.

And one thing more: They're our engineers.
On staff. Not free lancers. Which means they
understand the way we like to operate at C&1: We don't
just go by the book. We don t depend on old-Eashioned
criteria. or cut and dried formulas.

And that's important-especially to shopping
centers. Because the problems are more complicated
there, and the risks are greater.

These are the reasons why C&1 was asked to
insure so many of the first shopping centers ever built.
And also why we're still helping so many of them,
through agents or brokers.

Another reason: C&I does not insist on high
deductibles.

So, consider C&1 if you're looking for preferred
risk insurance. A straight fire contract or a package policy '
which 411 include your liability coverages.

A brochure we've prepared tells you more.

Send the coupon today won't you?

Commerce and Industry I
Insurance Company 

Dept.BIO54.125 Maiden Lane. New York. N.Y. 10038 
Please send me more information about your Prderred Risk I
program for shopping centers.

1

1

1

44

'\laine

rPLEASE PRINT)

Ti,Ip

' Imp:,ny

Address

Srake 7,p

We Mlcome inquiries from any licensed agent or broker. You don t have to
be a regular producer to place business with a C&1 company.

A Member Company of
American Inter,atonal Group
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States talk product safety
WASHINGTON-Represen- aiming to minimize regulations

tatives from every state met with conflicts.
the Consumer Product Safety Major topics discussed at the
Commission (CPSC) this month conference included:
and discussed future cooperation • prospects for each state's
in the area of consumer product adoption of a model consumer
safety. product safety act;

The meeting undertook one of • state and federal cooperation
the tasks outlined by the Consum- in the enforcement of product
er Product Safety Act, working safety standards;
to develop uniform safety stan- • CPSC assistance in promot-
dards for consumer products and ing state information and educa-

tion programs;

• state participation in the col-
lection of data related to product
safety;

• methods of utilizing state re-
sources to help develop standards
for consumer products.

The conference was held on the
first anniversary of the CPSC's
founding as a federal regulatory
agency. The product safety meet-
ing's delegates were all appointed
by their respective state governors
to serve as official representatives
to the CPSC. •

HELP YOUR EMPLOYES HELP THEMSELVES
Our company-designed health testing and maintenance programs can
result in lower absenteeism and employe turnover, lower health costs
and fewer claims, anS lower health insurance programs.
· early disease detection · long term disease management
· health appraisal

testing
· automated multiphastic health

· diagnostic disease detection · health surveilance

Preventi-Med Corporation
6160 Joliet Road Countryside, 111. (60525)

312/482-9000

Self-insurance and Hewitt-
Coleman have come to be one in
the minds of a Iot of people.

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

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

Our sizeable volume is
one of these. And our excellent

Call (803) 242-4350
YOUR DIRECT LINE TO SAVINGS

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

And we ihink you'll like lite wq I sounds.
loss ratios is another. With these,
we're able to attract the right mar-
kets and maintain a solid rapport
and open dialogue with them.

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

But we can't tell you every-
thing in one ad. So if you'd like
to continue this conversation,
pick up the phone and call Jim
Cady collect.

Hell pick it up from there.

803 242-435t

HEWITT, COLEMAN & Associates, Inc.
Box 3665/Greenville, S.C. 29608

Aggregate and Specific Excess and Self Insurer's Bonds
Agents and Brokers Protected

New York/Atlanta/Detroit/Orlando/Indianapolis/Richmond/Jackson, Miss.

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

item, mentioning that you saw the offering in Business
Insurance. Readers are welcome to submit items for
possible inclusion in the column. A sample of your
literature should be sent to Info for Buyers, Business
Insurance, 740 Rush St., Chicago, Il. 60611.

• Huggins & Co. Inc. publishes a
pension insurance and employe
benefit bulletin once a month.
The April issue was the Health
Maintenance Organization-Revis-
ited: The HMO Act of 1973. For
copies and more information on
the bulletin write, Huggins, Jo-
seph Banik, 1401 Walnut St.,
Philadelphia, Pa. 19102.

• A folder entitled Measuring
and Monitoring Noise to Comply
With the Walsh-Healey Act has
been released by General Scien-
tific Equipment Co. The folder
includes decibel charts and other
information regarding industrial
noise standards in workmen's
compensation statutes in 36
states. For a free copy write the
company, Limekiln Pike and
William Ave., Philadelphia, Pa.
19150.

• The new 1974 Globe-Amerada
catalog Environmental Control
Through Glass, is now available.
Specifications on a remarkable
noise controlling glass are featured
with recommended architectural
applications to assist the archi-
tect and planner in determining
the acceptable noise levels and
temperature controls. To obtain
this eight-page brochure write
Mark L. Green, Amarko Ltd.,
2001 Greenleaf Ave., Elk Grove
Village, Il. 60007.

•Flexibility in Compensation
and Benefits is the text of an ad-
dress delivered before the Amer-
ican pension conference by
Thomas H. Paine, Partner, Hew-
itt Assoc. In addition to the text,
the material offered includes re-
cor(led excerpts from the question
and answer period. A copy of the
address may be obtained by writ-
ing Al Schlachtmeyer, Hewitt
Assoc., 102 Wilmot Rd., Deerfield,
n. 60015.

. Social Security as Amended
December 31, 1973 has been pre-
pared by Huggins & Co. Inc. It
describes the benefit changes ef-
fective June 1974 after tempo-
rary lesser increases effective for
March 1974 through May 1974. A
summary of old-age, survivors
and disability insurance benefits
and a summary of medicare ben-
efits are explained. Write Joseph
A. Banik, Communications Ser-
vices, Huggins & Co., 1401 Walnut
St., Philadelphia, Pa. 19102.

e A series of books, released by
the General Adjustment Bureau,
tells small employers, employe
representatives, insurance safety
engineers, state and federal in-
spectors, trade associations, and
others about the OSHA act. It
answers questions like how to
cope with its provisions, how to
protect machines and equipment
and how to set up a system for
voluntary self inspection for
compliance. For your free copy
write Management Services, Gen-
eral Adjustment Bureau, 123 Wil-
liarns St., New York, N.Y. 10038.

• The 1973 edition of the Analy-
sis of Workmen's Compensation
Laws has been made available by
the Chamber of Commerce of the
United States. The 48-page anal-
ysis charts details on workmen's
compensation laws in every state,

District of Columbia, Guam,
Puerto Rico and the Canadian
provinces. Legislative changes
and judicial and administrative
interpretations of laws through
1972 are part of the new edition.
The 1973 edition also includes a
special summary of the report of
the national commission on state
workmen's compensation laws.
Single copies of the analysis can
be obtained for $1.50 from the
Chamber, 1615 H St., N.W., Wash-
ington, D.C. 20006.

• Unigard Insurance Group of-
fers a free Occupational Safety
and Health Administration rec-
ord keeping service to policy hold-
ers. Triggered by routine claims,
Unigard says they will make it
unnecessary to complete OSHA

0 -.*8<*t"

form number 101 and they will
advise on additional information
requested. For more information
on the record keeping service
write Unigard, Charles G. Jones,
Financial Center, 1215 Fourth
Ave., Seattle, Wa. 98161.

. Organizing for OSHAct: A
Management Challenge focuses
on developing a systematic man-
agerial process aimed for OSHA
compliance. The book, issued by
Risk Treatment Services Co. Inc.,
includes a management informa-
tion system, employe orientation,
appraisal of conditions, decision-
making tools, record keeping sys-
tems and an OSHA-oriented ap-
proach to purchasing, personnel
training and product design. The
cost of the book is $7.50. For a copy
write James O. Matschulat, Risk
Treatment Services, Six E. 43rd
St., New York, N.Y. 10017.

• Who's Responsible is a new ten
minute color sound/slide presen-
tation that investigates a serious
construction accident. A feature
of this safety measure is that it
allows a place to show your own
problem areas. Write for a free
brochure: United Safety Services,
P.O. Box 27276, San Francisco,
Ca. 94127.

• Pneumatic Controls for Work-
er Safety and Industrial Environ-
mental Improvement has been
made available from Ross Oper-
ating Valve Co. The report re-
riews some of the latest de-
velopments in double valves,
two-hand control circuits, lock-
out valves, mufflers and direc-
tional control valves. Write the
company, 120 E. Goldengate Ave.,
Detroit, Mi. 48203.



• Risk . Treatment Service Co.

Inc. has made available to Busi-
ness Insurance readers 088 4

What to Do? Total Loss Control
the Answer. It describes OSHA's

record-keeping service inspec-
tions, SBA loans, and a total loss
control program. Write Lewis C.
Barbe, Risk Treatment Services,
3200 Wilshire Blvd., South Tower,
Suite 1208, Los Angeles, Ca. 90010.

• Optisean Computing Inc. is
making available a brochure en-
titled Occupational Safety and
Health Act Compliance Officer.

It explains the advantages of au-
tomating OSHA record keeping
procedures and describes the

OSHA record keeping require-
ments. For a free copy write John
Leonard, Optiscan Computing Inc.,
P.O. Box 10858, Houston, Tx.
77018.

. Group Survivor Income Bene-

fits, available from Northwestern

National Life Insurance Co., de-
scribes the company's plan which
provides a continuing monthly
income with an optional lump
sum death benefit. Survivor ben-

efits are expressed as a percen-
tage of an employe's monthly
salary. For a copy of the bro-
chure write Northwestern Na-

tional Life, 20 Washington Ave.
So., Minneapolis, Mn. 55440.

• This is OSHA, a U.S. Dept. of
Labor film on j ob safety and

health, is available on a free loan
or purchase basis throughout the
country. The 16mm color film re-
ports progress in the agency's
first two years and covers stan-
dards-setting, inspections, train-
ing and education, state programs
and voluntary compliance. The
film may be obtained by free
loan from any of 27 film libraries
of the Modern Talking Picture
Service in 19 states and D.C. For
additional information write the

U.S. Dept. of Labor, Occupational
Safety and Health Administra-
tion, Washington, D.C. 20210.

• The Safety First Products
Corp. has a brochure on its dry
chemical fire extinguishers in
portable, wheeled or stationary
models, entitled Interested in Fire
Protection? Then Compare. Charts
are included with performance
characteristics of the products. For
a free copy write E. T. Robinson,
Safety First Products Corp., 3684
Meadow Lane, Cornwells Heights,
Pa. 19020.

• OSHA Consultation Services

explains NATLSCO's services;
compliance program verification,
special technical services, pre-
compliance analyses and compli-
ance status surveys. The brochure
describes the types of problems
each service can resolve and de-
tails on how their consultants work

with client's personnel. For your
free copy write National Loss Con-
trol Services Corp., Long Grove,
Il. 60049.

• A 12-page booklet, What You
Should Know About Changes in
the 1973 General Liability Poli-
cies, is available from the Gener-

al Adjustment Bureau Inc. Each
revision of the j acket and the
comprehensive general liability
part is treated separately, and the
exact working is shown for both

the 1966 policy and the corre-
I sponding sections of the 1973 edi-

tions. Free copies are available
, by writing Management Services,
, General Adjustment Bureau, 123
, Williams St., New York, N.Y.

10038.

• Errors and Omissions for Ar-

chitects and Engineers, released
by Illinois R. B. Jones, is a ques-
tion and answer brochure which
discusses claims and specific
needs for this group of people.

" For a free copy write T. Cath, Il-
linois R. B. Jones, 175 W.-Jackson
Blvd., Chicago, Il. 60604.

• A Closer Look is Sometimes

Necessary ...isa 24-page book-
let on compensation insurance by
the Kemper Insurance Group. It
gives a non-technical description
of the pricing of workmen's com-

pensatiori. Write.Publib Relations,
D-1, Kemper Insurance Group,
Long Grove, Il. 60049.

• Aetna Life & Casualty has re-
leased Aetna's Claim Status Re-

port. According to the company,
the CSR assists insureds who are

interested in loss prevention .to
identify the source of accidents
so they may take corrective ac-
tion to eliminate claims thus re-
ducing the costs which emanate
from such occurrences. For a

copy of the report write William
F. Madison, Marketing Dept.,
Aetna Life & Casualty, 151 Farm-
ington Ave., Hartford, Ct. 06115.

EN D
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In markets you may not realize: Ocean Marine

You don't make a commission
on paperwork,

Paperwork is lost time to
independent agents.

Andifyou'regoingtoreduce
overhead, increase profits, take a new
and stronger sales posture on personal
lines, you just don'thavethetimefor
more paperwork.

The Florida Manifesto and the

NAIA Committee on Compeution have
an answer to that problem.

Direct billing, by computer.
AtINA, we couldn't agree more.
In fact, INA had the very same

idea about 15 years ago, when we
pioneered direct billing.

We know how it can save you
lime and money. We know how it can
increase agents' profits. And we know
better than almost anybody in the busi-
nesshow to make computer technology
work for you in Personal Insurance.

Ask about direct billing at your
local INA Service Office.

And while you're there; ask about
INA's new Benchmark Program. It's
another new way we can work together
toward more sales and higher profits in
Personal Insurance.

Putimag([65)tiontowork foryou.

INA INSURANCE COMPANY
OF NORTH AMERICA
AN INA CORPORATION COMPANY

Life Insurance Company of North America • INA Reinsurance Company
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66I-may not se-- you
Crum&Forster insurance
evenryouasxforr"

More than 6,000 independent
insurance agents handle Crum & Forster's
property and casualty insurance and a lot
of other companies as well.

This means you can get expert,
professional advice on insurance from a
truly objective source -an insurance agent
who has no particular obligation to any one
insurance company. The kind of objective
advice you expect from a doctor or lawyen

An independent agent can sit
down with you and carefully examine your
situation and then figure out which
company's policies or programs will give
you the most for your money. And thaCs
what you really want.

Jc hn N. Hackney. Jr.
Irdeperdent InsuranceARent
Jc hn Hackney Agency. Inc.
Wilson. North Carolina

How can you get in touch with a
good independent agent? It's simple. Call
800-447-4700 toll-free ( in Illinois,
800-352-4400).We will give you the name
of an independent agent near you who
represents us and other insurance
companies.

We're glad to recommend him,
even though he may not always
recommend us.

CRUM&FORSTER
INSURANCE COMPANIES

THE POLICY MAKERS.
Administrative Headquarters: Morris Townshill. New Jersey 07960
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lili-1- -111 REGULATION

N.Y. working to devise own u «

tough rules on carrier profits
NEW YORK-Benjamin R The disclosure would affect vironment where compames are .ff .

Schenck is planning something of property and liability insurance precluded from agreeing with ' A ** r
a regulatory coup for the New company profits each other about what the prlce

York state insurance department The state legislature, frequent- will be "
He and his staff are currently ly an important arm in state in- California has had an open-
devising a method for measuring surance regulation, has already rating system for almost 30 years,
insurance company profits, bro- given Mr Schenck's department superintendent Schenck said, and
ken down by line of insurance the green light to go ahead with it was that state's great success
and by state rules for Insurance company prof- with the system that inspired

And they want to make insur- 1ts disclosure New York to take Up ltS banner
ance companies report these an- "We have written the rules, Other states are apparently not

-*.h
nual profits to the public and are going to hold a public rushing to join New York in

Mr Schenck, who has been hearing on them on June 19th," making competitive rating a reg- N.Y. Superintendent of Insurance, Benjamin R. Schenck
New York's superintendent of in- Mr. Schenck said He added the ulatory standard, however

surance since 1971, coincidentally department would take sugges- mto the charges Mr Schenck said organization to revitalize its regu-
chairs a subcommittee of the Na- tions from interested parties into "I THINK EACH state tends to the results of the examination lation and enforcement activities
tional Assn of Insurance Commis- consideration before it revises the have a law peculiar to its own turned up no conclusive evidence In the past, insurance depart-
sioners which has been studymg rules for ultimate enforcement circumstances So even if you "The results;' he said, "were ment examinations were carried
insurance company profits and in- would categorize some states as that we did not find widespread dut by examiners assigned to
vestment mcome ALTHOUGH THE profitability having competitive laws and situations where prices were specific bureaus Now all investi-

The NAIC subcommittee has regulation is probably the newest other states as having prior ap- knowingly or recklessly set at in- gations will be made through the
also recently adopted a formula issue the insurance department proval laws, nevertheless, within adequate levels We did not find new central examinations bu-
for measuring insurance compa- has become involved with, the each of those laws, there would that that was correct That is not reau, with a staff of about 50,
ny profits by line and by state, regulation that iS perhaps closest be wide differences " to say that it might not have been headed by a 46-year veteran of
and may soon propose a disclos- to ltS bureaucratic heart is open Open rating in New York is an isolated instance, but in terms the insurance department, James
ure regulation based on the new or competitive rating successful, according to the in- of a pattern or something that J Higgins.
measurement Open rating allows 'insurance surance department, but it has was serious and widespread, we Superintendent Schencles de-

companies to establish rates on a not been without controversy did not find that." partment uses an eight-member
NEW YORK, however, goes competitive basis without receiv- Last year, for instance, critics consumers advisory council to

one step further It proposes a ing prior approval from the insur- charged that big insurance com- WHEN THE insurance depart- advise it on competitive rating as
profitability measurement which ance department pames used the competitive sys- ment conducts similar examina- well as other subjects of interest
would include unrealized capital Open rating was started on an tem to bring premiums to "cut- tions in the future, lt W111 do so to insurance consumers.
gains of insurers as well as real- experimental basis in 1970 at the throat levels" by actually charg- with the benefit of a brand new Group consumers are well rep-
ized investment income Accord- New York insurance department, ing rates so low that they were examinations bureau, the forma- resented on the council Rollyn L
ing to the insurance department, when Richard E Stewart was destructive of competition tion of which was announced Storey, a past president of the
lt lS the first state to push for a acting superintendent Because lt At that time, the insurance de- May 13th He explained that the American Society of Insurance
disclosure regulation on a by-line, was scheduled to expire in 1974, partment pledged an investigation department was undergoing a re- Continued on page 28
by-state basis with such a meas- lt sparked one of the liveliest de-
urernent systern bates in New York's legislative

Risk managers and corporate session last year More legislation of controls by commissioners
buyers of insurance stand to ben- Benjamin Schenck endorsed a
efit by the proposed disclosure, full extension of open rating,
Superintendent Schenck told Busi- along with many buyers of com-
ness Insurance mercial insurance who said the HMOs are regulated as insurance

Profits on specific policies system increased capacity in the
would not have to be disclosed by insurance marketplace
insurers, Mr Schenck explained
But he noted the disclosure regu- HOWEVER, some state assem-

in an effort to protect consumers
lation method would provide for blymen fought an unqualified ex- CHICAGO-At least 28 states able to know that the HMO's ad- North Dakota, North Carohna and
a way of measuring the reason- tension of open rating, arguing have taken action or are taking vertising is truthful, and that the Washington
ableness" of insurance company that as applied to the new no- action to regulate health mainte- group 15 financially solvent," said About nine states with laws
profits fault insurance system, open rat- nance organizations operating in Fletcher Bell, commissioner of passed or pending have used the

ing would cause auto premiums their states, and most are putting insurance for Kansas NAIC model bill early drafts as a
to skyrocket controls within the Jurisdiction of format for their bills, so that leg-

Need help? What finally emerged from the state insurance commissioners CALIFORNIA commissioner of islation is very similar to the
1973 legislature was an open The latest of these was Geor- insurance Gleeson Payne told adopted version of the NAICHave a problem with some rating system that excluded ve- gia, which joined the ranks of Business Insurance that regula- model bill However, twelve statesaspect of state insurance reg-

ulation9 These people at the hicle insurance and which was other states in ruling that the op- tion of HMOs in the state is cur- have HMO regulations very dif-
extended for two years rather eration of an HMO would consti- rently under the jurisdiction of the ferent from the NAIC model billNew York state insurance
than four (Business Insurance tute the transaction of insurance attorney general, but may be They include California, Connec-department may be able to May 21, 1973) 1

under state laws State commis- changed to the msurance divi- ticut, Georgia, Kansas, Minnesota,answer your questions
David Wohlner, chief of The amended system went into sioner Johnnie L Caldwell said sion A proposal was made re- New York, Ohio, South Carolina,

effect Jan 1 this year Under it, the only HMOs exempted from in- cently to alter regulatory powers Tennessee, Utah, Virginia, andthe property companies unit
--(212) 488-4130 insurers seeking to pass rates for surance department regulation are over HMOs and redelegate respon- Washington

Alvin H Alpert, chief of vehicle insurance must get "af- those singled out under the federal sibility to the health department
firmative approval" by the insur- HMO Act ( signed into law at the and the state insurance division THE NAIC model bill has alife insurance companies

unit-(212) 488-4030 ance superintendent, although end of 1973) for loans, because The final draft of the NAIC twofold stated purpose to at-

George Gould, chief of rate changes for other lines of in- they must be qualified under fed- model bill for regulation of tempt to provide a legal frame-
surance are done solely upon a eral standards

pensions and non-profit plans HMOs was completed in Decem- work enabling the organization

unit-(212) 488-4101
competitive basis All other HMOs in Georgia ber, 1973, and was adopted by the and functioning of HMOs of a

Harold Sohmer, chief of At this juncture, Mr Schenck will be required to meet the stan- commissioners at their annual wide variety, and to provide a
fire and multi-lines insur- says his department has not dards for insurers doing business convention in Las Vegas regulatory monitoring system not

ance unit-(212) 488-4024
turned down any major filings of under the Georgia Code, Title 56, The 21-page model is paving only to prevent or remedy abuses

James W Clyne, chief of
auto insurers The superintend- he said the way for more states to start but also to assist in the future

health insurance unit-(518) ent still insists that open rating is regulating the health care deliv- tinprovement and development of
474-4567

the best system for rate setting- THE NATIONAL Assn of In- erers this alternative form of health

James J Higgins, chief of
for auto insurance as well as pro- surance Commissioners last year As of last fall, the states care delivery

examinations bureau-(212) perty/casualty, particularly for drew up and approved a model which had enacted regulating The model bill states that reg-

488-4155
corporate insurance clients bill governing the operation of legislation meluded Arizona, Col- ulation of HMOs lS essential be-

Stanley Dorf, Chief of auto HMOs Some states have already orado, Florida, Iowa, Minnesota, cause "the public has a vital
"I THINK competitive rating lS Introduced the bill and have pass- Nevada, New Jersey, New York, interest in the fiscally sound, ef-and compensation insurance

unit-(212) 488-4090 particularly beneficial for pro- ed it One such state is Kansas, Pennsylvania, Tennessee and Utah ficient and ethical operation of
A complete list of officials fessional purchasers of insurance which has a newly-enacted law Eleven other states had intro- HMOs As is the case with insur-

to contact may be obtained because the last thing they need regulating HMOs duced legislation regulating ance and hospital and medical

from the New York insur- is a government trying to protect "It is obvious that the opera- HMOs, with jurisdiction in the service corporations, HMOs are

ance department at 2 World them," Mr. Schenck said, adding. tion of the health maintenance insurance departments of the 'affected with the public interest'
"They're perfectly able to pro- organization will affect a large states, including Alaska, Kansas, Regulatory safeguards dovetailedTrade Center, New York,

NY 10047 tect themselves, and can get bet- segment of our society, and those Maine, Maryland, Michigan, Mon- to the unique nature of HMOs
ter bargains in a competitive en- who purchase contracts should be tana, Nebraska, New Hampshire, are essential "
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Consultant calls for sweeping regulatory changes
CHICAGO-When the Nation-

al Assn. of Insurance Commis-

sioners met here May 21, they
studied and discussed the  radical

recommendations of- McKinsey &
Co., consultants, in a report on
the insurance industry regulatory
system.

The expensive and extensive
report, much-heralded while in

progress, and only last week
made public, is expected to cause
a good deal of controversy in the
industry, because it suggests ex-
tensive reforms.

No one in the NAIC is willing

to predict whether the report will
be accepted in whole' or in part
by the A-6 subcommittee of the
NAIC and by the full group of
comrnissioners.

BUT THERE HAS been much

criticism of insurance regulators in
the last few years, heightened by
charges of political favoritism by
regulators and examiners, and fi-
nally brought to a head in 1973
with the collapse of Equity Fund-
ing Corp., parent of several in-
surance companies.

Some defenders of the regula-

66Plans called for
maximum fire and

security protection ...
that called for
central control:'

Elmer C. Lind. Staff Vice President. Physical Facilities
First Federal Savihgs of Wisconsin. Milwaukee.

"Even when our new plaza was on the drawing
board, the building committee insisted on maximum
security for investors' assets... and maximum
life safety protection for occupants, says
Mr. Lind. "Honeywell's proposal offered
the best technical merits, overall quality
and flexibility for accomplishing our goals."

Result: The institution's new, 19-story
building features the latest security and
fire safety systems throughout. The heart
is an Alpha/Delta central control system.

4 '0#iNVay,N
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Clifford E. Evans. Security Director. and Lew Handeland, Building
Engineer. review how Alpha 3000 responds instantly, automatically
to emergencies. System is U.L. approved for Class A fire protection.

tion system contend that re-

forms were already in progress
at the time the Equity Funding
scandal broke. Whether they
were or weren't, the demise of an
underwriter which specialized in
a monumental scheme of selling
(reinsuring) fraudulent insur-

ance policies certainly hurried
things along.

Fletcher Bell, insurance corn-
missioner of Kansas and the cur-

rent president of the NAIC, told
Business Insurance that basic to
regulatory reform, as stated in
the McKinsey & Co. report, is "a

change in the surveillance sys-
tem, in the areas of market con-
duet and financial surveillance."

"THE MCKINSEY & Co. report
will go a long way, in my opin-
ion, to insure that states act re-
sponsibly and with dispatch in
solving these (examination) prob-
lems, and preventing these situa-
tions (such as Equity Funding) be-
fore they arise," if a major portion
of the McKinsey recommendations
are adopted, said Mr. Bell.

"I have no idea what the

reaction of the A-6 subcommittee

One operator monitors intrusion alarms;
fire and smoke detectors; sprinklers; patrol
stations and card reader access control points.
The ftrm's adjacent older structure is tied
in, as are 9 Milwaukee area branches, according
to Mr. Evans, Security Director.

Chillers, boilers, pumps and air handling
equipment, in both buildings, are monitored
and controlled by the central console. This
assures peak operating efficiency, comfort and
minimum cost for manpower and energy.

"We save more than $55,000 a year on
security and maintenance manpower costs,"
estimates Mr. Lind. "Energy savings and
extended equipment life will increase our
return on investment even more."

Planning a building? Build in the benefits of
Honeywell central control. Write for idea-
sparking case histories: Honeywell, Commercial
Division, Dept. 62246, Minneapolis, MN 55408.

Run a fine tuned building.

will be, or the NAIC as a whole,
for that matter. But I think it's

an outstanding report, an out-
standing work project. Speaking
as the commissioner of Kansas,
and not in my capacity as presi-
dent of the NAIC, I am somewhat
reluctant over some of the rec-

ommendations in the report, but
overall it is outstanding," Mr.
Bell offered.

One major recommendation of
the report is that the zone exam-
ination system be replaced with
an association review system.
This is one area where Mr. Bell
said there are some questions.
"Some people are afraid it might
not work out in practice as it
does in theory. There is some
concern that such a proposal
would adversely affect sonne

states that are very small and
Continued on page 61

Profits . . .
Continued from page 27
Management, sits on the council,
Mr. Schenck pointed out.

.The various ASIM groups
have been very interested in the
consumer aspects, and it is a
group we find gives generally
pretty good advice regarding
commercial buyers of insurance,"
the superintendent said.

ALSO ON THE insurance de-

partrnent's consusner advisory
council is the Hon. Peter M. Pryor,
chairman and executive director

of the state consumer protection
board.

Superintendent Schenck praised
the NAIC for helping insurance
regulators in each state coordinate
activities. "Every state has a le-
gal right to send its own state ex-
aminers into every insurance com-
pany whenever it wants to," he
said.

"If each state exercised that
right, it would be chaotic. You
take a big company like the
Aetna. You could have 600 exam-

iners there at any given time if
the states worked like that. But
the NAIC runs a system to have
one examination in which all the

states which want. to participate
would get it all done at once."

MR. SCHENCK has views not

only on what areas need more in-

surance regulation, but which
ones need less. The insurance de-

partment has just completed an
extensive study on the financial
condition of insurance companies,
which Mr. Schenck says taught
him something.

"I think this report concludes
that we spend too much time

looking at the details of the fi-
nancial transactions of insurance

companies, and not enough time
looking at the ways insurance
companies treat their customers,"
he remarked.

"The New York insurance de-

partment could appropriately re-
direct some of its efforts away
from determining the financial
condition of a sound insurance

company, and toward a more ac-
tive review of the way insurance
companies treat their customers,"
he said.

The superintendent was asked
whether this would include cor-

porate customers as well. He re-
plied:

"Yes. But commercial accounts

and corporate buyers of insur-
ance don't need our help, quite
frankly. I think in most cases
they can make their own bargain
and take care of themselves.

"Generally, a company that's
spending $1 million a year in in-
surance premiums hires people
that know as much about their

problems as we do." •
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CAL-OSHAs tough rules set pace for state plans
By CHARLES WINGIS The civil penalties apply only recommendations on maintaining engineering department, noted, ence between the state and feder-

to those assessed by the DIS. safe and healthful work practices. "Most employers don't want to al plans was in the area of
LOS ANGELES-The Califor- "Other sections of the Labor Fed-OSHA has no such provision. spend the money to call in a pri- implementation, according to A.

nia Occupational Safety & Health Code," states CAL-OSHA, "pro- States Cal-OSHA, "If an em- vate consultant so they're turning Ridge Friedel, manager of cus-
Plan, better known as the "Cali- vide for various criminal penal- ployer requests consulting ser- to their insurance companies for tomer protection services for
fornia Plan" or CAL-OSHA, just ties depending upon the type of vices, the division, when provid- help. Consultation costs are passed INA's Pacific Employers Insur-
completed the first year of a violation and the related court ing such services, cannot institute on to the employer in the premium, ance Co., Los Angeles.
three-year probationary period decision." any prosecution nor issue any ci- but employers have awakened to Said Mr. Friedel, "When Fed-
to test how well it meets stand- Any employer served with a tations for a violation of a stand- the fact that we can show them OSHA went into effect the in-

ards established by the federal citation or a notice of civil penal- ard or order. The exception is ways to save money." spectors zeroed in on certain tar-
Occupational Safety and Health ty has the right to appeal. The when the division representative get industries, hitting the worst
Act (OSHA) of 1970. CAL-OSHA appeals board con- . . . finds the condition of employ- ANOTHER OF THE beneficial first approach. CAL-OSHA is quite

There appears little doubt, at sists of three members, appointed ment or equipment constitutes an effects of CAL-OSHA on the con- a bit more specific, with inspectors
least in the rninds of insurance by the governor, representing imminent hazard to the lives or sulting services provided by concentrating on a list of individ-
industry and state safety offi- management, labor and the gen- safety of employes." private industry is, in the opinion ual employers with poor safety
cials, that CAL-OSHA will pass eral public. While employers may expect of Mr. Ellis, "It's made it a little records and high accident fre-
the next two years of federal consulting assistance from the easier to get the employer to lis- quency.
monitoring as successfully as the ONE OF THE areas in which state, they are increasingly call- ten to you these days. We're re- "Inspectors are really getting
first. A great body of evidence, in CAL-OSHA meets or exceeds ing on the services provided by garded as a resource, a place to down to the nitty-gritty when it
the form of 63 years of industrial federal requirements is in the of- the insurance industry, such as come for information, and I think comes to submitting their recom-
safety experience, supports the fering of safety and health con- those offered by Republic Indem- it has made us much more pro- mendations for improvements,"
feeling that CAL-OSHA stand- sulting services to any employer nity Co. of America, Los Angeles. fessional in our approach to the Mr. Friedel added. "I've heard of

ards meet or exceed and are "at or employe group. Such services Peter S. Ellis, vp in charge of employer's problems." them requiring groundings for
least as effective" as those of include information, advice and Republic's loss control and safety One other important differ- Continued on page 31
Fed-OSHA.

Following Fed-OSHA guide-
lines set forth in the Williams-

Steiger Act of 1970, CAL-OSHA
was enacted last year. Its stated
purpose: "assuring safeand ,

healthful working conditions for
all California working men and
women by enforcement of effee-
tive standards, and by helping
employers to maintain safe and
healthful working conditions."

FEDERAL MONITORING be-

gan when CAL-OSHA took over
for Fed-OSHA and started inves-

tigating employe complaints, fa-
talities and catastrophes. The
watchdog operation includes quar-
terly reports on CAL-OSHA

enforcement activities, citations,
fines and penalties. There is also
a semi-annual analysis of the plan,
an annual recap, plus a fiscal re-
view of the 50/50 federal/state

grants supporting the program.
Department of Industrial Safety

(DIS) chief Richard Wilkins,
who oversees the state plan, re-
ports that its annual budget is
just under $12 million, with equal
parts of the funding coming from
state and federal governments.

One of the nnost dramatic

changes to take place since the
takeover by CAL-OSHA has
been the expansion of the field
safety engineers, which stands at
200 or just about double what it
was a year ago. Through April 3,
1974 the staff had logged 3,600
inspections, 2,100 citations written,
$179,174 penalties logged, and
$103,052 in penalties paid.

Commenting on the effects of
more inspectors and stepped-up
inspections, a state spokesman

said, "There are still 450,000
work places in this state and we
don't think a staff of 200 inspec-
tors is going to have an unusu-
al impact. Voluntary compliance
with the law because it's the

right thing to do, rather than fear
of the law, will make the differ-
ence between success and failure
for CAL-OSHA."

SAID THE SAME official, "We
always thought California's ree-
ord for industrial safety was
pretty good over the years. Be-
fore CAL-OSHA, job-related in-
juries were between 100,000 and
120,000 per year and fatalities
were between 675 and 700. That's

based on a state population of 21
million and a work force of about

8.2 million."

The increased visibility of in-
spectors and the assessment of
civil penalties, or "putting teeth
into CAL-OSHA," has done much
to convince employers that in-
dustrial safety is good business.
Upon conviction of a violation

that causes death or physical im-
pairment to an employe, an em-
ployer can be fined up to $10,000
and given six months in jail. The
penalty can be doubled for a
second offense.

ij'
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I

Being there when people need you,getting theiob
done. Thal's what we've been known for since 1898.

If you know our agents youknowwhy.



Continued from page 30
electrical wall clocks, even hav-
ing mounted fire extinguishers
moved an inch or two to meet re-

quirements. Sure, it may be nit-
picking but these are logical laws
that have been on the books for
decades."

Another point on which CAL-
OSHA meets and exceeds federal

requirements is the bi-lingual
notice posted in every work
place in the state. The poster out-
lines in both English and Spanish
the basic features of the Califor-

nia Plan and instructs employers
and employes as to proper
procedures to follow to be in
compliance with safety and

health laws.

THE POSTER, which has been

mailed out to an estimated 450,-

000 employers, also lists ad-
dresses and phone numbers of

DIS offices throughout the state
so an accident can be reported by
phone within the required 24

hours. By comparison, Fed-OSHA
requires written reports within 48
hours.

In California and many other
states, public employes working
for the states, cities, counties,
townships and school districts are
covered by state rules. Fed-
OSHA excludes all public em-
ployes.

INSURANCE YA,1
REGULATION EAl

California is currently in the
process of revising its job safety
and health standards to meet
Fed-OSHA approval. Deadline
for submitting the final changes
for review is Oct. 31, 1976.

But beginning in September
1971 and working under a federal
grant, California began making a
line-by-line, side-by-side com-
parison of the CAL-OSHA and

Fed-OSHA standards. Although
no proposed revisions of the state

7 4 J 4
Maryland Casualty Compiniesmia1tjo/56mbers of the American General Group 

The Maryland. People who get things done.

standards were included with the

comparison, which was com-
pleted in July 1972, the list of
comparisons was six volumes and
2,400 pages long.

The voluminous differences

between California and federal
standards, in the words of one
observer, were clearly antici-
pated by Congress. He noted, "If
Congress had wanted every state
under OSHA to duplicate the
words of the Williams-Steiger
Act of 1970, it would have stated
so in the law. Instead, it just out-
lined the major requirements a
state must fulfill to gain federal
approval and remain in opera-
tion."

IN SUPPORT of this argument
is the fact that a necessary and
proper standard for one state
may be inappropriate and weak
for another. "The Fed-OSHA

standards, therefore, represent a
starting point and, in the
cases of our more highly in-

dustrialized states, are far from
adequate to meet specialized
needs," he added.

In spite of critics who argue
that considerable time, money
and manpower might have been
saved had California simply
adopted the Fed-OSHA stand-
ards, proponents of CAL-OSHA
are firm in its defense. They con-
tend that the state could not

afford to waste 60 years of expe-
rience in industrial safety. They
point out that California stand-
ards were written for the Cali-

fornia employer, whose operations
often differ greatly from those in
other parts of the countrI.

Including California, an esti-
mated 20 states are expected to

establish comprehensive job safe-
ty and health plans after the next
couple of years of monitoring and
evaluation under OSHA. There-

after the participation of the states
will be critical to the success of

the OSHA program, which de-
pends on the states for 50 % of the

business insurance, May 27, .1974/31

nearly $400 million needed to ad-
rninister the program every year.

Helping to implement the Cali-
fornia Plan, by providing the
public with authoritative infor-

mation about CAL-OSHA, were
a series of free seminars conduct-

ed by DIS chief Richard Wilkins
during the past year at various
locations throughout the state.
Supplementing these sessions are
the OSHA training programs for
employes and employers present-
ed by the National Safety Council
with funds supplied by Fed-OSHA.

A TOTAL OF $190,000 was al-
loted to the training courses put
on by the Sacrannento Safety
Council, which covers all of north-
ern California, and the Greater Los
Angeles Chapter and the Long

Beach Chapter, NSC.
During the course of his many

CAL-OSHA presentations, Mr.
Wilkins stressed the need for ac-

tive participation in the educa-
tional program by the employers'
trade associations and their work-

men's compensation insurance
carriers. But he also singled out

voluntary compliance on the part
of the employer as being the pri-
nnary ingredient in the success of
the new state program.

Explained Mr. Wilkins, "I was
amazed at the number of em-

ployers who came up to me after
our seminars asking where they
might get a copy of these 'new'
health and safety standards. My
answer to that was, 'Fella, we've
had some of these safety stand-
ards on the books since 1917. If

you think they're new maybe
you'd better get out of business
because you're really out of
touch.' "

Can order

reductions in

casualty rates
OLYMPIA-The Washington

state senate voted approval of a
bill giving insurance commission-
er Karl V. Herrmann authority to
order reductions in casualty in-
surance rates.

The measure would give the
commissioner the authority if it
could be proven, after a public
hearing, that the rates were ex-
cessive.

Sen Fred Dore of Seattle failed

to get the senate to consider his
proposal to require an automatic
5 % reduction in all automobile

casualty insurance premiums as
a result of the fuel shortage that
has curtailed speeds and travel. •

It pays you to
save us money.
Every dollar we save in Work-
men's Compensation coverage,
whether it be through improved
loss control or more effident

office operations, is returned
directly to our policyholders
We've returned money each year
we've been in business - our
policyholders have received over
$ 156 million since 1914.

That's why many companies
separate the Texas portion of
their Workmen's Compensation
coverage from their national
program. It'll pay you to investi-
gate. Call our National Accounts
Division collect at 214/742-
9331.

Texas ErnPLOYeRS'

 nsumanceAssoclaTIOn

P. 0. Box 2759
Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers· Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National life Insurance Co.
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Mauck: Regulations needed only
where individual benefits at stake

CHICAGO-Insurance regula-
tions are unneeded in the area of

corporate risk management, ex-
cept where individuals' benefits
are at stake, Illinois insurance com-
missioner Fred Mauck believes.

Mr. Mauck said he disagrees
with the American Society of In-
surance M an a gement's current

statement of principles concerning
the role of insurance regulation
in risk management. He sent the
ASIM a letter criticizing their
position on regulation.

"Essentially what they said was
that there should be no govern-
mental regulation or interference
in the operation of the risk man-
agement function," the commis-
sioner noted. "I don't have any
quarrel with that, but I do have a

quarrel with it in group plans
where the beneficiary is an in-
dividual."

IN GROUP HEALTH plans, for
example, the recipient of benefits
should be protected by regulations
against unfair or illegal treatment,

Mr. Mauck pointed out. The
ASIM's position of demanding free
rein for risk managers in the ad-
ministration of group insurance

"is very irresponsible on their
part," he said.

The area of company self-in-
sured group benefits plans should

have regulations covering their
financing in order to assure plan
stability, the commissioner is con-
vinced. "I don't think these plans
are self-insurance at all. I think

THE MERIT PLAN
an innovative insurance

concept designed for the
executive...

the corporation is acting as an
insurance company in such cases."

He added that proposals from
his department on self-insured
group benefits regulation would
probably be sent to the Illinois

legislature next year,. requiring
adequate reserves be established

in any plan to assure reliable cov-
erage.

"Except in the relationship of
the risk manager to the employe,
I don't see any basis for inter-
vention," Mr. Mauck said. "A risk
manager custom-designs his in-

surance package. He knows full
well what he's getting and not
getting. The buyer and seller
work it out for themselves.

"But in insurance you also have
contracts of adhesion," the com-

...with substantial

benefits for the agent.

J

Fidelity Bankers Life did a very simple thing a while back. We took a deep
look at the insurance needs of corporation executives, and then wrote a
comprehensive new plan to fill them.

The Merit Plan offers large amounts of tax sheltered life insurance at a
low net cost for executives of qualified corporations. It is a payroll deduct-
ible insurance program which offers Term insurance and Cash F Jnd
insurance, non-cancellable with guaranteed levelpremiums. It orovides
a highly flexible. easy-to-run schedulethatwas designed to fit the specific
needs of a corporation. no matterwhat size.

And we didn't forget the agent. Because with Fidelity's Merit Plan, he
receives ordinary life commissions on both permanent and term portions.
Plus full commissions on the extra table ratings of impaired risks. And since
the plan covers companies with as few as two employees. a wide and
profitable new market is dramatically opened up

For information on whatelse the Merit Plan does-and what itcan do

foryou and yourcompany-write to Directorof Merit Sales, P.C).Box 2368,
Richmond, Virginia 23218.

We've got a Merit Plan Sales Kit waiting for you.

Al# Fidelity Bankers Life
 A Fidelity Corporation Company

missioner added. "That's a legal
term meaning you're presented
with a contract that's entirely one-
sided, where the only option is
take it or leave it." These con-

tracts of adhesion are often the

kind signed by the ordinary citi-
zen when he buys coverage for
his property, his health or his life.

IN THESE one-sided contrac-

tual arrangements, governmental
supervision through regulation
protects the interests of the rela-
tively powerless individual, Mr.
Mauck noted. While the risk man-

ager as a consurner should be
allowed to stand on his own in

the free enterprise system of give
and take, the individual consumer

buying one-sided contracts of ad-
hesion should enjoy the protection
of an industry regulator.

"The basis for regulatory inter-
vention is to help the person who's
at a disadvantage," the commis-
sioner pointed out.

Left alone, the insurance indus-
try has done a poor job overall of
regulating itself, Mr. Mauck said.
"I really believe many insurance
companies have taken advantage
of the existing kind of regulations
to the point that they adopt the
philosophy. 'If the insurance com-

missioner isn't going to make us
do it, we don't have to do it.'

"That is an abuse of any regu-
lating authority. It's shirking of
responsibility by the insurance
companies, but there are some who
approach it in exactly that way."

WITHOUT THE cooperation of
insurance companies in self-regu-
lation, the state insurance com-
missioner has too much to handle,
Mr. Mauck lamented. "It's phys-
ically impossible. The insurance
commissioner cannot regulate all
insurance entities by himself."

An alternative to the present
system that Mr. Mauck has been
contemplating "would require an
entirely new insurance code." It
is a system that may take ten to
15 years to evolve, he estimated.

"The most effective enforce-

ment method is to give the wrong-
ed an opportunity for private re-
dress-in other words taking it to
court." But under the current

system, an insured who feels he
was wronged in an insurance con-
tract has almost no forin of re-

dress unless he takes a complaint
of fraud or negligence into a court
of common law.

--

{\ *St
i.0.Y.. L

Fred Mauck

Mr. Mauck explained that an
individu al should be able to take
an insurance company to court if
it violates a contract or ilaims
agreement, and the court should
be able to hold an insurer liable if
it doesr'l meet contract obligations.

THE CONCEPT of an unoiased
insurance ombudsman who would
hear complaints about insurance
coverage did not appeal to Mr.
Mauck.

"I would never agree wi:h the
ombudsman idea. The judicial
system works much better," he
said. "The state commissioner is
really an ombudsman now and it
is not a satisfactory systern-"

The commissioner refrained

from commenting on the recent
scandal involving two sons of
Chicago's mayor Richard J. Daley.
John Patrick Daley and William
Michael Daley were award*i Il-
linois insurance brokers' lizenses

after allegedly failing the licens-
ing examination. "It's under in-
vestigation by both a Cook Counsy
grand jury and the Illinois Eureau
of Invessigation," he said.

"Last Octcber we instituted a

new ob:ective multiple-:hoice
type of examination," Mr. Mauck
noted. "]t's not harder but it re-

quires more complete knoz-ledge
of insurance."

The percentage of passing scores
initially dropped from 90% to
36% using the new test. Thrs fig-
ure has now stabilized at 50%.

He added that many brokerage
firms are pleased with th€ new
examinations which "show them
the deficiencies in their own train-

ing programs." I

Cayman
Underwriters

Services, Limited

Managers of.

Offshore Insurance Companies

(exclusively)

P.O. Box 1068, Grand Caynan, B.W. I.

Phone 9-6344, Telex: CP321 CAYUNDSER



Mauck, ASIM differ
over role of regulations

CHICAGO-Illinois state in-
suronce commissioner Fred A.
Mauck is at odds with the Ameri-

can Society of Insurance Man-
agement over the issue of where
regulation fits into risk manage-
ment.

Mr. Mauck told Business In-
surance that he disagreed with
the ASIM's stand on regulations
earlier this year in a position
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paper. The commissioner said he
was "disturbed that any respon-
sible organization would take
such an extreme position."

In its position paper, the ASIM
stated "the society is opposed to
any statutes, court decisions or
administrative rulings which lim-
it the flexibility of the risk man-
ager to appropriately protect the
interest of all parties concerned
by the utilization of self-insurance
or non-insurance on a partial or
total basis."

The ASIM added that "in the

interests of both social responsi-
bility and in the interest of effi-
cient financial management...
it is imperative no limitations
or restrictions be placed upon the
risk manager in the selection of
any or all of the aforementioned
financial vehicles in the perform-
ance of the risk management
function."

In an open letter to insurance
commissioners, Berry L. Griffin,
Jr., ASIM's current vp of confer-
ence, wrote that "any circum-
scription or usurpation of this
principle will most assuredly
have a detrimental effect on the

American Society of Insurance
Management's corporate mem-
bers, their employes, and society
in general."

Mr. Mauck noted that the

ASIM's position paper and Mr.
Griffin's letter did not touch on

the issue of corporate financial
responsibility to the public. And
he said he was disturbed by Mr.
Griffin's letter where it read,
"the management of corporate
risk must be free from unneces-

sary encumbrances of statutes
and governmenal administrative

New hospital
cost controls

requested
HARRISBURG, PA.-Although

economic controls on the health

industry have been lifted, Pen-
nsylvania's Blue Cross and Blue
Shield plans should continue their
efforts toward controlling hospital
costs, insurance commissioner

William J. Sheppard said.
For the past three years the in-

surance department has forced
the five Blue Cross plans to nego-
tiate contracts with costs and

quality controls. "I have no in-
tention of backing away from
this. These contracts have been

credited with saving the public
many millions of dollars," Mr.
Sheppard said. "We cannot be

content to stop here. Cost control
is more important than ever."

It is estimated that hospital
costs would rise 16% to 17%

upon expiration of price controls,
according to Mr. Sheppard. How-
ever, new methods of monitoring
cost and quality must be devel-
oped along with positive steps to
monitor fees paid by Blue Shield
subscribers, he urged. •

rulings."
Corporate risk management

should be free from government
controls that are unreasonably
hindering or impossible to imple-

ment, Mr Mauck said. But this
does not mean governmental reg-
ulations should never be imposed

on risk management. Demanding
unregulated freedoms for corpo-

rate insurance, especially in the
area of employe benefits pro-
grams, would be socially irre-
sponsible, he pointed out.

The commissioner said he was

disappointed in the ASIM for
circulating a position paper with
such extreme views. He added

that he hoped the society's indi-
vidual members did not all hold

the same opinion.

- grouplosystems
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A high technology, risk-oriented group offers a three-tiered program of EARTHQUAKE RISK ANALYSIS
services including:

• Seismic site evaluations

• Structural dynamic response evaluations

• Individual and collective property damage loss potential estimates

• Collapse potential determinations

• Cost/benefit trade-offs

• Remedial design work

• I ndependent damage appraisals

for owners, lenders, buyers, sellers, tenants, underwriters, and re-insurers.

Services are applicable to a wide range of old or new, existing or proposed facilities, including buildings, dams,
bridges, towers, refineries, utilities, etc.

GROUP 10 SYSTEMS/PO. Box 60147/Los Angeles, California 90060/(213) 683-1917

THE GROUP LIFE

DILEMMA

THE TRAVELERS

Too many Group life insurance plans give the
most to the employee who needs it the least,
the one who's older, has a grown up family,

money in the bank and decreasmg
financial responsibilities.

The Travelers new Survivors' Income Plan'
gives the most to the ones who need it the

most, the younger employees with long-term
family responsibilities and little chance to

have saved up a financial cushion.

Because The Travelers Survivors' Income Plan
doesn't pay just a #at amount, but a regular

income as long as any employee's
survivors need it.

Sound expensive? It's not. Remember, the
larger amounts needed for this coverage are

applicable to the younger groups where
costs per thousand are lowest. What's more,

Survivors' Income needn't replace your
existing Group insurance. Indeed, it works

best as a supplement.

If young people coming up are
important to you, you owe your

company's future a good, hard look
at our Survivors' Income Plan.

See your Travelers Group
Representative right away. Or send
the coupon below for more details.

Please send me your brochure, "SURVIVORS' INCOME"

NAME

TITLE

COMPANY

ADDRESS

1
1

SEND TO: The Travelers Insurance Companies • Group Department, 11 M.S.. One Tower Square . Hartford, Connecticut 06115
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Passage unlikely this year for federal work comp
WASHINGTON-A bill setting

potentially expensive federal mini-
mum standards for state run work-

men's compensation programs
probably will not reach President
Nixon's desk this year.

The reasons are numerous: the

bill is new and sweeping in na-
ture; Congressional time sched-
ules are tight; and there is the
uncertainty of Watergate and the
impeachment proceedings.

The bill is S. 2008, the National
Workmen's Compensation Stand-
ards Act, sponsored by Sen.

Harrison A. Williams (D-N.J.)
and Sen. Jacob K. Javits (R-
N.Y.) in the Senate.

An identical companion bill,
H.R. 8771, was sponsored in the
House by Rep. Carl Perkins (D-
Ky.) and Rep. Dominick Daniels
(D-N.J.).

THE PROPOSAL would re-

quire state workmen's compensa-

tion programs to cover all public
and private employes, cover all
injuries and illnesses arising out
of employment and provide for dis-
abled workers or survivors to re-

ceive two-thirds of an employe's
weekly wage.

Minimum benefits for total

disability would also be guaran-
teed. The bill would eliminate

time and dollar limits for either

death or total disability payments
or for rehabilitation or medical

services.

It would also provide for ad-
justments in benefits as the aver-
age weekly wage increased.

Most of the committee work on

the bill so far has been in the

Senate with the first Washington
hearings before Sen. Williams'
Senate labor subcommittee sched-

uled for this month.

The Washington hearings are a
follow-up to a series of "field
hearings" in cities across the

country; still more hearings be-
fore the Senate group here are
expected later this summer.

THE HOUSE special labor sub-
committee, which will handle the
bill, has yet to begin hearings and
committee staffers say none are
planned until "late this year."

That makes any serious House
action on workmen's compensa-
tion unlikely in 1974. Some rep-
resentatives of big labor, a prinei-
pal backer of the bill, are, as a
result, restive.

"I don't know why the House
hearings have to be late this
iyear," an AFL-CIO staffer close
to the legislation told Business
Insurance. "I'm not certain the
House has that much to do and

the hearings would not have to
be drawn out."

On the industry side, the Na-
tional Assn. of Manufacturers is
predicting that the bill will not

even get out of the Senate com-
mittee this year.

If the bill does reach the Sen-

ate floor, there is a good possibil-
ity of a repeat of at least part of
the debate that snarled the Sen-

ate for five days over passage of
no-fault insurance legislation.

THE BROAD ISSUE is the

same: Should the federal govern-
ment step in with standards for
what previously has been a state-
run insurance program. Senate
observers say it is still too early
to say where the Senators will

line up on that issue.
The Senate subcommittee is

expected to take a step of con-

siderable significance, however,
when it costs out the bill. This

procedure will probably be com-
pleted by sometime this summer
and the numbers, if they're too
high, could spell trouble.

There are arguments for push-
ing the Senate action on the bill
this year, even if the House does
not take action. Workmen's com-

pensation legislation will almost
certainly be reintroduced in the

next Congress and passage of a
bill by the Senate this year should
make passage next year that much
easier.

AND SENATE action would do
a lot to put pressure on the House
to move in the next Congress.

Delay will also give opponents
of the bill time to point to more

progress on the part of the states

Steady: firm; unfaltering.
That's us all right. We've had a steady record of success on
complex insurance projects for both offshore and land enter-
prises. Our handling of claims, provisions for service, and
attention to safety engineering all have benefitted from sure,
steady hands. You'll find also that our growth record has been
steadily upward.

Highlands engages in a variety of insurance coverages in-
cluding workmen's compensation, employer's liability, general
and excess liability, property, fire, and marine risks involving
offshore platforms, drilling rigs, shipping, pipelines and ocean
tows. We provide unusual skills in special risks coverage and
reinsurance.

Contact us for the benefits of a steady relationship in insur-
ance coverage.

HIGHLAND-
IINSURANCEI COMPANIES 7
1 1

Cullen Center Bank Building Houston, Texas 77002

A HALLIBURTON Company

Atlanta / Austin / Corpus Christi / Dallas / London / Los Angeles / New Orleans
New York / San Antonio / San Francisco / Singapore

Harrison A. Williams

t) bring their wor:ur.Ens com-
pensation programs in line with
the recommencat.ons o. the Na-

t.onal Commis=iin or. Workmen's

Compensation Laws that were
written En 1972.

The Insurance Idors.ation In-

stitute reported this month the
states have beer making prog-
less.

Thirty-six s:atza sa> s the in-
stitute, meet the recommendation
that there be In t.mit:tim on

coverage, regardl!ess of the· num-
ber of employes on ins payroll;
65 states req-lirc con-.persation
lor broad cove:·:ge of wcrk-re-
lated diseases: -1 slaate. meet the

recommendation for fu.1 medical

care unlimite i :s to time or

amount; 23 states tequire work-
men's compensat.on coverage for
all businesses no-. specifica-ly ex-
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Jacob K. Javits

empted; 17 stars have a maximum

temporary toial disability of at
least two thirds of the worker's

weekly wage; and 15 states now
nneet the reommendation that

workmen's compensation coverage
include farm workers.

SUCH PROGRESS has won few

converts among big labor repre-
sentatives, however, and politi-
cians hitting the campaign trail
this fall can expect to be ques-
tioned about how they stand on
the Williams-Javits bill.

"There's mich greater reaction
and interest among union mem-
bers for compensation," says a
Capitol Hill spokesman for a
major indus.rial union, "espe-
cially with the growing aware-
ness of the need for compensation

in cases of occupational disease." •
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aerospace co-pa,ies common carriers conglomerates
educaliona ns.itutions financial service institutions

focc industries franchise operators
goverrnent agerc es insurance agents and brokers

insurance corrcan es manufacturers medical institutions

multinat onal corporations mutual funds
lational bancs real estate management
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who has semed clients in all of these fields as

consu}tants and -isk managers.

Perhaos we could help you too... with new con-
cepts in non-irsurance, self-insurance, establish-
ing for expanding) a captive, pre 0- post loss
funding, Fund management, program audits...
or ass,sting in overall insurance management
responsib,lit,es

We wirk wi all resources but are solely
campensated by, and responsible to,
client management. For information call
or Mr,te

Albert P. Dow, Senior Vice President

MANAGEMENT SERVICES DIVISION

CAMERON  COLBY CO.
AN OFEN CIRCLE COMPANY

60 Batteryrra-cr 3:reet, Bostcn, Massachusetts 02110 • 617. 357-8400
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07?
We might see something different.

Case in point: the way we look atthe Occupational
Safetyand Health Act(OSHA) on behalf of industrial policyholders.
Explaining the Act's stringent standards and its vital record-keeping

and reporting procedures. Calling on our 85 yea rsof safety
engineering expertise to guide you in reducing job hazards

that could invite costly OSHA citations. -
Let's look at it creatively - together.

American
ARutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

There'san original way of looking ateverything.
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Government is 'forced to fill void'

if private insurance isn't available
By RICHARD L. GORDON

WASHINGTON-The Nixon

administration's "insurance man,"
Federal Insurance Administrator

George K. Bernstein, is not an
advocate of wholesale interven-

tion of the federal government in
the private insurance industry.

But, he admits, "I think the
FIA or some agency like it will
be around for a long time to
come."

Congress increased the federal
government's insurance writing
and regulatory role in a big way
in the late 1960s, one Mr. Bern-
stein doesn't particularly enjoy.

"We'd like to have less of these

functions than we have now." he

told Business Insurance. "We'd
like for there not to be a federal

regulatory role. The greatest
measure of our success would be

for there not to be such a role.

"The administration might love
to depend more on the states. The
insurance consumer doesn't care
where he gets the insurance

from-he just wants a good relia-
ble product at a reasonable price.

"AND IF THE private insur-
ance industry won't supply the
product, Uncle Sam will," he
warned.

There is, of course, ample evi-
dence of the federal govern-
ment's increasing intervention in
insurance matters: no-fault auto
insurance, national health insur-
ance, pension fund tennination in-
surance, overseas investment in-

surance through OPIC.
Mr. Bernstein's office, in the

Department of Housing and

Federal plans
inspire risk
management

WASHINGTON-Federal In-

surance Administrator George K.
Bernstein is no stranger to the
debate over federal intervention

ill state-regulated private insur-
ance.

Before joining the federal gov-
ernment in 1969, he was deputy
superintendent and general coun-
sel and first deputy superintend-
ent of insurance for New York

state.

The federal flood insurance

programs he now supervises, al-
though mainly for homeowners
and small businesses, expects to

have 1.5 million policies in effect
in 13,000 communities by the end
of fiscal 1975. Premiums are ex-

pected to reach $81 million.
The flood insurance program

includes one of the most far-

reaching federally inspired risk
management programs ever en-
acted into law.

In order to qualify for the in-
surance for their residents, local
governments must first assure
the Federal Insurance Adminis-

trator's office that they are tak-
ing definite steps to reduce

flooding hazards in their commu-
nity and to prevent further un-
protected construction in flood
hazard zones.

The federal riot reinsurance

programs is cutting its premiums
soon, with proj eetions that re-
serves will hit $94 million by the
end of fiscal 1975.

A total of $9.73 million in
claims had been paid as of year-
end 1973, and those were paid,
says Mr. Bernstein, from invest-

ment income. The plan began in
1968. I

Urban Development, is the chief
underwriter for the national flood

insurance program, the under-
writer for the federal crime insur-

ance program, and reinsurer for
the federal riot reinsurance pro-
gram„

MR. BERNSTEIN laid it on the

line in explaining to the recent
convention of the Financial Ana-

lysts Federation just why there is
a federal presence in the insur-
ance field.

"The insurance industry, as an
industry, has initiated little in the
way of substantive anticipation
of or even response to the public
insurance needs which evidences
appropriate appreciation of the
governmental threat or of the

publics' eventual success in ob-
taining the 'insurance it seeks,
from one source or another.

"In real life," Mr. Bernstein
told the analysts, ''philosophy
usually succumbs to material

considerations like eating, hous-
ing, and at least a measurable de-
gree of financial security. Insur-
ance has come to be understood by
more and more Americans as

helping toward these goals.
"Consequently, government at

state and federal levels, has been
forced to fill the void when pri-
vate insurance has not been

available. There is no reason to
believe that this formula will

change. Nor is there cause to ex-
pect that public expectation will
diminish, in an era where politi-

mm=

cal promises tend to escalate
almost in inverse proportion to
their ability to be realized."

Mr. Bernstein points to state
workmen's compensation funds,
automobile assigned-risk plans,
windstorm pools, federal crop in-
surance, insurance for savings
deposits, and home mortgage in-
surance as evidence of special
risk facilities rejeced over the
years by the private insurance

industry,
Now the federal government,

through Mr. Bernstein's office, is
even considering handling under-
writing for certain risks present-
ly partially administered by the
private sector.

IN PARTICULAR, says Mr.
Bernstein, the federal crime in-
surance program is such an area.
With only 22,000 policies for resi-
dential and commerical property
in effect, he said, "I wouldn't
describe it as strikingly success-
ful."

George K. Bernste:n

"The agents just don't exist in
the inner city, and unlike fire in-
surance, there aren't any lenders
to required i.."

"We don't think it's reaching - «,
Continued on page 37 -
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Fill void ...
Continued from page 36

the people who need it most and
we're exploring the possibility of
a direct writing approach. We

haven't yet got to the point of a
, governmental office where you

could buy it."
\ Federal involvement, probably
not to the extent of directly writ-
ing the insurance, inevitably fol-
11ows in. the wake of such
proposals as national health in-
surance.

4,WE'RE THE ONES who are

'forcing insurance out to the state
level," he says. "Our bill (the ad-
ministration's Comprehensive
Health Insurance Program) re-

quires it to be provided. We are
mandating the employer to pro-
vide it so we're mandating the

policy the consumer can purchase
and even its form.

"If we're requiring the cover-

age, then we have a responsibili-
ty to see that the product is as
good as possible."

"And what about integration of
of benefits under some future na-

tional health insurance system,"
he asked. "Under national health

insurance, will no-fault be the
primary payer, or the national

INSURANCE 10*
REGULATION f3%1
health system? Under workmen's
comp, what will be covered by the
cofnp plan and what by national
health insurance?

"These are the questions that
will be asked in the future.

"We're still trying to stay out
of the regulatory phases," he
said. "Regulation is secondary to
the provision of benefits, and
even under the Hart-Magnuson
no-fault bill (Business Insurance,
May 13) the states will be the

business insurance, May 27, 1974/37

regulators, but with federal stand-
ards.

"But ultimately, that could State begins probe of
lead to federal regulations. You e
can't get the name without the

game." insurance companies
IN HIS SPEECH before finan-

cial analysts, Mr. Bernstein said he
believes "the insurance industry
has the means and the capacity to
provide comprehensive health in-
surance to the American public,
but despite an impressive record

of increasing private coverage,
there seems to be an acquies-
cence by the industry in the in-
evitability of a governmental
role.

"Comprehensive and catastroph-
ic coverage at reasonable cost
for all Americans is certainly
attainable through private insur-
ers, on a profit-making basis and
without governmental coercion
or involvement, but the industry
has not made it generally avail-
able." •

i At MFI, we "yes" a lot. We "no" occasionally. But you'll never hear us utter a"maybe."
Which means, when you deal with MFI, sure as money's green, you get fast, definite answers
on all 131 excess and surplus coverages.

Don't put up with the muddled meanderings of the maybemongers another day. Just
write the nearest MFI office and we'll send you our classy set of brochures that will tell you how
"We Never Say Maybe." If you're really fed up, don't even write. Call MFI (a member, by
the way, of the American Reserve Group) and let us show you how much better business
minus the maybes-can be!

LOS ANGELES

3470 Wilshire Blvd.

(213) 387-8141

HONOLULU

843 Fort Street

(808) 537-5278

mfi market facilities, inc.

we never say maybe.

SEATTLE

1001 Fourth Ave.

(206) 682-3800

ATLANTA

13 Corporate Square
(404) 636-9457

PHOENIX-A special Arizona
legislative committee has begun
a probe of the state's insurance
practices, hearing proposals rang-
ing from total competitive bidding
to complete state self-insurance.

The committee, chaired by
house majority leader Burton
Barr, will hear testimony at a fu-
ture date on:

• a measure in the state house

rules committee ' requiring com-
petitive bidding on insurance
purchases over $1,000;

• a proposal by Rep. Barr to
insure all state building through
the state department of adminis-
tration.

Rep. Peter Kay, termed the
state's insurance practices out-
dated. "I say the time is over-

due to be self-insured as a state,"
he asserted, adding that the state
of Utah pays its own losses and
has saved hundreds of thousands

of dollars.

C. R. Krimminger, Gov. Jack
Williams' aide, said the state
should continue a plan- known as
risk management, involving safe-
ty practices to cut damages and
blanket policies covering major
losses. But he added that he

wasn't sure he would be in favor

of full self-insurance.

THE STATE BOARD of regents
in May, 1972, awarded a contract
to manage insurance on all $440,-
000,000 worth of state university
buildings to a joint venture head-
ed by the three members of the
governor's insurance advisory
committee.

The joint venture, called Uni-
versity Risk Management, of
Tempe, got the bid for $82,000 al-
though the regents' own insur-
ance committee had recommended

giving the contract to Olliver-Pil-
cher Assoc. of Phoenix, on a bid of
$17,200, testimony at the meeting
indicated.

Charles Binford, chief execu-
tive for URM, explained the firm
spent 4,000 hours bringing the
state's university insurance to
modern standards, and said he ex-
pected it to save the state $750,-
000 in premiums after four

years. .

State returns

16 % 0/ work

comp dollars
PHOENIX-More than 14,000

Arizona employers will share in
a record $6 million dividend de-
clared by directors of the state
compensation fund.

The dividend, on 1973 fund op-
erations, will return to employers
almost 16% of the workmen's

compensation insurance premi-
ums that were collected during
the year.

A SCHEDULE will be developed

to return to the individual policy-
holder a dividend based on his

premium payments and indus-
trial accident losses.

The payments will begin in
June and continue throughout the
year as the anniversary dates of

individual policies arrive, direc-
tors noted.

Directors approved the record
dividend after auditors and ac-
tuaries advised that the state work

comp fund has an adequate bal-
ance and contains reserves of $184
million to cover workmen's com-

pensation claims and all other
liabilities. •
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HMO's and disability reimbursement
top regulatory issues in California

By JOANNE GAMLIN

LOS ANGELES-Two long-
brewing issues have been moved
to the front burner for near-term

resolution by California insur-
ance commissioner Gleeson Payne.

The first is the question of how
to reimburse victims of partial
permanent disabilities; the other
is the larger issue 6f how and
who should regulate California's
proliferating number of HMO's,
said Mr. Payne, who talked with
Business Insturance recently, in
his office high above this city.

In addition, the commissioner
named two other areas which

he fe6ls demarid fresh analysis.
They are: Carriers who are sell-
ing propefty/casualty and work-

men's compensation insurance on
a mass marketing basis, and the
burgeoning number of companies

that are turning to self-insurance
for group health as well as
workmen's comp.

NO-FAULT AUTO insurance
was yet another issue that the
commissioner contended should be

top-priority in the California leg-
islature. At the same time, he ad-
mitted to deep pessimism about
the chances of any meaningful
no-fault bill ever being passed by
the state.

Aggressive opposition to no-
fault by the legal profession and
some carriers, have been an ef-
fective barrier, he lamented.

Pointing out that 14% of all

Does your Risk Manager think
of self insurance as a risk?

autos driven in the country are
owned by Californians, the com-
missioner underlined his staunch

belief that there are only four
states-Massachusetts, New York,
Michigan and Florida-that have
no-fault laws with real teeth, and
his wish is for California to join
them. Commissioner Payne be-
lieves Californians are due for an

automobile insurance rate decrease.

Premiums paid by the assigned
risk group in the state are exces-
sive, he said. As an example, he
noted that a man, aged 25, who re-
sides in a crowded Chicano com-

munity must ante up $650 a year
in premiums "for only plain vanil-
la coverage." He also made clear
his desire that California formu-
late an auto insurance law that "is

compulsory in name," if not in fact.
He added that it should also put
some punch into its present finan-
cial responsibility law.

The question of how to reim-
burse persons with partial, per-
manent disabilities will be resolved

in California this year, he went on.
Noting that Governor Regan has
appointed a task force to make rec-
ommendations on the issue, he ex-
plained that there exists a sharp
division on whether to reimburse

with a lump sum or with periodic
payments.

"Unions insist that a. stiff fin-
ger constitutes a partial perma-
nent disability," he said. Unions
are known to be pressing for a
resolution of the issue of how to

recompense a person who suffers
such an incident.

Commissioner Payne expressed
evident concern about regulation
of HMOs.

"The problem is whether the
150-odd HMOs in the state have

sufficient reserves," he said.

We sincerely hope not.
Meanwhile, of course, corporate and institutional

presidents, financial VP's, treasurers, and chief oper-
ating people (the people who have bottom-line
responsibility) know that effectively de-
signed and capably administered self in-
surance offers enormous advantages.

Your own customized Gallagher-
assisted program can provide cover-
age for all exposures: property,

automobile, general liability, products liability, dis-
honesty, and workmen's compensation.

You get a better program, with better service and

you keep those premium dollars in your own working
capital rather than paying them out to some

insurance company.
We will be glad to provide a

detailed competitive comparison
of your present program, at no
cost or obligation. Please contact us.

ARTHUR J. GALLAGHER & CO.
1 E. Wacker Drive, Chicago, Illinois 60601 · Phone 312/321-1700

• A Nationwide Organization Providing Excess Coverages and All Related Services for Self Insurers
• Brokers for Commercial, Industrial and Institutional Insurance Programs

"They must be regulated."
Whether health maintenance

organizations vSI end up regu-
lated by the commissioner or by
the state health department is
still an open question.

Said the commissioner: "HMOs
are a can of worms."

He voiced concern, too, about
the number of smaller size com-

panies that are hopping on the
bandwagon to self-insure as

much of corporate benefits as
they can.

"A LOT OF smaller companies
simply cannot handle this," he
asserted, noting that the state
does not maintain the stiff re-

serve requirements in group
health that it does in workmen's

comp. In the former a company
need only obtain a certificate of
exemption to go into self-insur-
ance," he said.

"The difficulty is that people
forget the long tails that go with
disabilities covered by work-
men's comp and even in group
health," he said.

Commissioner Payne went on
to note that the enormous in-

creases in death benefit payouts
demanded by the national task
force on workmen's compensa-
tion could likely drive more com-
panies to self-insurance. The task
force is asking that death

benefits be fixed at $79,000 as of
October, 1973, and at $91,000 a
year later and at $222,000 by
1977. California recently pushed
up its maximum death benefit
payout from $28,000 to $45,000.

He said he is also maintaining
a stern eye on the purported pre-
mium savings promised by car-
riers seeking to sell property/cas-
ualty and workmen's compensa-
tion policies to trade groups in the
state.

"I feel that the carriers n-lust

justify their lower premiums on
the basis of actual cost reduc-
tions," he said.

The prime group to feel the
impact of the mass marketing ap-
proach to these policies, he said,
are the brokers who see their

small business clients being "stol-
en" by carriers promising sub-
stantially lower premium costs. •

Charge bank
with violation

of state code
SAN FRANCISCO-A plan by

San Francisco-based Wells Fargo
Bank providing participants in
the bank's "Gold Account" pro-
gram with $2,500 accidental death
or dismemberment insurance cov-

erage, without separate charge,
has run afoul of California's in-
surance commissioner Gleeson L.
Payne.

Mr. Payne filed an "accuse-
tion" against INA Life Insurance
Co., underwriters of the Wells
Fargo insurance scheme, charg-
ing violation of the California In-
surance Code.

The insurance was offered to
holders of the "Gold Accounts"

under a master policy issued bx
INA to the Wells Fargo Gold Ac-
count Assn.

"This association," commis-

sioner Payne said in his accusa-
tion, "is not an association

formed and continuously main-
tained in good faith for purposes
other than that of obtaining in-
surance.

"Because of this," he declared,
"the policy is not a master policy
authorized to be issued .to an as-
sociation in California."

INA, in effect, according to Mr.
Payne, has issued a policy that
"makes or permits a discrimina-
tion between insureds of the
same class" a violation of the
state's insurance code. •
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Commissioner of.Insurance
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Contacting state regulators: Reference directory
ALABAMA

John G. Bookout
Commissioner of Insurance

Administrative Building
Montgomery 36104
205/269-6711

ALASKA

James J. McNamee
Director of Insurance

Pouch"D"

Juneau 99801

907/586-6091
ARIZONA

Millard Humphrey
Director of Insurance
1601 West Jefferson

Phoenix 85007

602/271-4862
ARKANSAS

Ark Monroe Ill
Insurance Commissioner
12th & University Avenue
Little Rock 72204
501/371-1325

CALIFORNIA
Gleeson L. Payne

Insurance Commissioner
600 South Commonwealth
Los Angeles 90005
213/620-2580

COLORADO
J. Richard Barnes

Commissioner of Insurance
106 State Office Building
Denver 80203

303/892-3201
CONNECTICUT

Thomas C. White
Insurance Commissioner

425 State Office Building
Hartford 06115

203/566-5275
DELAWARE

Robert A. Short
Insurance Commissioner
21 The Green
Dover 19901

302/678-4251
D. C.

Maximilian Wallach
Superintendent of Insurance
614 H Street, NW, Suite 512
Washington 20001
202/629-4514

FLORIDA

Thomas D. O'Malley
Insurance Commissioner
State Capitol
Tallahassee 32304
904/488-4513

GEORGIA
Johnnie L. Caldwell

Insurance Commissioner
238 State Capitol
Atlanta 30334
404/656-2056

GUAM

Joaquin G. Blaz
Insurance Commissioner
P.O. Box 2796
Agana 96910

HAWAII
Edwin H. Honda

Insurance Commissioner
P.O. Box 3614
Honolulu 96811
808/548-2211

IDAHO
Monroe Gollaher

Commissioner of Insurance
206 State House
Boise 83720

208/384-2250
ILLINOIS

Fred A. Mauck
Director of Insurance
160 N. LaSalle St., Rm 1600
Chicago 60601
312/793-2420

INDIANA
Lloyd M. Allen

Commissioner of Insurance
509 State Office Building
Indianapolis 46204
317/633-4892

IOWA
William H. Huff Ill

Commissioner of Insurance
State Office Building
Des Moines 50319
515/281-5705

KENTUCKY

Harold B. McGuffey
Insurance Commissioner
Capitol Plaza Tower
Frankfort 40601
502/564-3630

LOUISIANA
Sherman A. Bernard

Commissioner of Insurance
P.O. Box 44214, Capitol Sta.
Baton Rouge 70804
504/389-5671

MAINE

Frank M. Hogerty. Jr.
Superintendent
Dept. of Business Regulation
Augusta 04330
207/289-3141

MARYLAND
Thomas J. Hatem

Insurance Commissioner
One South Calvert Bldg.
Baltimore 21201
301/383-5690

MASSACHUSETTS
John G. Ryan

Commissioner of Insurance
100 Cambridge Street
Boston 02202
617/727-3357

MICHIGAN
Daniel J. Demlow

Commissioner of Insurance
111 North Hosmer Street
Lansing 48913
517/373-0220

MINNESOTA
Berton W. Heaton

Commissioner of Insurance
Capital Square Building
St. Paul 55155

612/296-6907

MISSISSIPPI

Evelyn Gandy
Commissioner of Insurance
P.O. Box 79
Jackson 39205
601/354-7711

MISSOURI
Edward G. Farmer, Jr.

Superintendent of Insurance
P.O. Box 690
Jefferson City 65101
314/751-4126

INSURANCE ®(li
REGULATION it=l

MONTANA

Elmer V. Omholt
Commissioner of Insurance
Canitol Building
Helena 59601
406/449-2040

NEBRASKA

James M. Jackson
Director of Insurance
1335 L Street
Lincoln 68508
402/471-2201

- NEVADA
Dick L. Rottman

Insurance Commissioner
Nye Building
Carson City 89710
702/882-7427

NEW HAMPSHIRE

Francis E. Whaland
Insurance Commissioner
78 N. Main St.
Concord 03301
603/271-2261

NEW JERSEY

James J. Sheeran
Commissioner.of Insurance
201 East State Street
Trenton 08625
609/292-5363

NEW MEXICO

R. F. Apodaca
Superintendent of Insurance
P.O..Drawer 1269
Santa Fe.87501
505/827-2451

NEW YORK

Benjamin R. Schenck
Superintendent of Insurance
123 William Street
New York 10038
212/488-4124

NO. CAROLINA
John R. ingram

Y15"BtPR57of Insurance
Raleigh 27611
919/829-7343

NO. DAKOTA
J. 0. Wigen

Commissioner of Insurance
Capitol Bldg., Fifth Floor
Bismarck 58501
701/224-2440

OHIO
Kenneth E. DeShetler

Director of Insurance
447 E. Broad Street
Columbus 43215
614/466-3584

OKLAHOMA

Joe B. Hunt
Insurance Commissioner

408 Will Rogers Memorial Bldg.
Oklahoma City 73105
405/521-2828

OREGON
Lester L. Rawls

Insurance Commissioner
158-12th Street. NE
Salem 97310
503/378-4271

l__ -

PENNSYLVANIA

William Sheppard
Insurance Commissioner
108 Finance Building
Harrisburg 17120
717/787-2435

PUERTO RICO
Carlos R. Rios

Rrionler of Insurance
San Juan 00904
809/722-0141

RHODE ISLAND

Peter F. Mullaney
Insurance Commissioner
169 Weybosset Street
Providence 02903
401/277-2223

SO. CAROLINA
Howard B. Clark

Insurance Commissioner

2711 Middleburg Drive
Columbia 29204

803/758-2185

SO. DAKOTA
Ralph A. Nauman

Commissioner of Insurance
Capitol Building
Pierre 57501
605/224-3563

TENNESSEE

Richard F. Keathley
Commissioner of Insurance
114 State Office Building
Nashville 37219
615/741-2241

TEXAS
Don B. Odum

Commissioner of Insurance
1110 San Jacinto Boulevard
Austin 78786
512/475-2273

UTAH

Clifton N. Ottosen

fYWeigrt:f Insurance
Salt Lake City 84114
801/328-5611

VERMONT

James A. Guest
Commissioner of Insurance
State Office Building
Montpelier 05602
802/828-3301

VIRGINIA
Everette S. Francis

Commissioner of Insurance
700 Blanton Building
Richmond 23209
703/770-3741

Cove,age
aa#ic,

KeystotheKingdom
Every agent worth his salt knows the value of having
a financial institution as a client. Unfortunately,
getting a financial institution on the books is not an
easy matter. Insurance buyers for financial
institutions are conservative and demanding by
nature, and an agent really has to present a superb
insurance program to even gain attention.

Foryears Wohlreich & Anderson has designed
supplementary coverages for financial institutions
that have been specifically tailored to fit the needs
of banks, S&Ls, and mortgage service corporations.
Included in these coverages are an all risk real

Special Risks and Unusual Situations •

Members of the Howden Swann Group
D.C. Am

Wohireich & Anderson
(D.C.) Ltd.

The Teachers Building
10221 Wincopin Circle
Columbia. Md. 21044
Tel.: (301) 997-1272

Mid-America
Wohlreich & Anderson

(Mid-America) Ltd.
10 South Riverside Plaza
Chicago, Ill. 60606
Tel.: (312) 4544696

New England
Wohireich & Anderson

(New England) Inc.
One Boston Place
Boston, Mass. 02108
Tel.: (617) 723-5770

VIRGIN ISLANDS

Athniel C. Ottley
Commissioner of ]nsurance
P.O. Box 450, Charlotte Amalie
St. Thomas 00801
309/774-2991

WASHINGTON
Karl V. Herrmann

Insurance Commissioner
Insurance Building
Olympia 98504
206/753-7300

W. VIRGINIA
Samuel H. Weese

Insurance Commissioner
1800 Washington Street, E.
Charleston 25305
304/348-3386

WISCONSIN
Stanley C. DuRose

Commissioner of Insurance
201 E. Washington Avenue
Madison 53702
608/266-3585

WYOMING
Ben S. Murphy

#]@15e;nmissioner
Cheyenne 82001
307/777-7401

HOME OFFICE 1111 14
Wohlilch a Andenon Ud
55 John Street
New York, N.Y. 10038
Tel.: (212) 349-3020

property mortgage protection plan that enables
discontinuance of checking and provides full DIC on
the portfolio, a similar all risk program on chattels
that can even include non-filing coverage, and
an attractively priced D&0 program for mutual thrift
organizations. Trust Department E&0, automatic
teller coverage, kidnap and extortion, contingent
lawyers E&0, suicide waiver, etc., are also available.

For further information regarding these programs
contact your local Wohlreich & Anderson Office,
or Anthony C. Bova, Senior Vice President,
Wohlreich & Anderson, New York, N.Y.

Exclusively Through Agents and Brokers

Nov, Jerse,
Wohlreich & Anderson,

Ltd.

154 South Livingston Avenue
Livingston, N.J. 07039
Tel.: (201) 994-0896

Ohio
Wohlreich & Anderson

Agency, Inc.
662 Hanna Building
Cleveland. Ohio 44115
Tel.: (216) 241-2917

Pennsylvania
Wohireich & Anderson,

Ltd. (Inc.)
120 South Warner Road
King of Prussia, Pa. 19406
Tel.: (215) MU 8-3532

Correspondents In All Other States

1
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Washington regu/ators move in on
H MOs, rates for smaller groups

OLYMPIA, WA.-The Wash-

ington state insurance commis-
sioner, Karl Hermann, aired at
public meetings this month new
regulations for health service
contractors, such as the King
County Medical Assn. (Blue
Shield), Blue Cross, and Group
Health Cooperative of Puget
Sound.

"Rbeent legislation has given
our office more authority in reg-

ulating health service contrac-
tors," said deputy commissioner

Robert Johnson. "Until recently,
contractors were left alone. But

now, we have authority to give
instructions for examinations when

licensing agents, and we can say
what must or must not be done in

insured contracts."

The new regulations, if ap-

proved, will be more to the bene-
fit of the consumer, Mr. Johnson
said. "For instance, in the past,
some contracts stated that if a

person was treated for any one

condition for 12 months, then in
the 13th nnonth the coverage
could be terminated, just
knocked out. Hypothetically, if a
person sprained his neck and
wore a brace for three months

and continued to see a doctor for

another nine months, then he
could lose his coverage. Now,
we'd like to change this to read a
'reasonable' period of time, not
just arbitrarily one year."

In other examples, he said
that often, a contractor's medi-
cal advisor was the final medical

81'

87·· ffs·4

authority. "His word was bind-
ing, and not appealable. Even if a
doctor said the patient needed an

appendectomy, the medical ad-
visor could say no, and that
was it," says Johnson. :'Our new
regulation would state that a
contractor can't deprive a con-

sumer of his right to go to court
or to contest an opinion."

GROUP HEALTH insurers
presently restrict medical care, ex-
aminations, etc., to their own doc-
tors and hospital. "Now," says

Johnson, "we say that in an
emergency, that the insurer must
make a reasonable provision for
emergency treatment, say, if a
person is not immediately close
to an insurer's doctor, or on vaca-

tion, etc. This is at least a step
forward from what we have had

in the past."

Contracts, too, will now have a

ten-day grace period, so that "if
a person is, for instance, on vaca-
tion and doesn't get his bills for-
warded, he won't lose his cover-

age if his bill is not paid imme-
diately."

The insurance commissioner's

office has also issued a new bul-

letin which explains the office's

interpretation of what type of
business should be eligible to re-
ceive a rate reduction.

"As of May 10, we've per-
mitted small businesses to be ap-
praised to see if they should have
a rate reduction. Big commercial

accounts have their own people
who can evaluate their true risks

and determine reductions. But

the small businessmen are out in

the cold, and are stuck with the
basic schedule," says Mr. John-
son.

"Now, they can have a 25% ad-

66In this year's shrinking world, we'll insure

business property in 78 growing countries.

We'll make your insurance work for you, too."
Don R. Carlson,V.P., Detroit office

Johnson & Higgins
industry's international insurance broker

justment variation from the basic
rates. For 60 years, we've kicked
this point around, and have final-
ly decided that a small business
with good security, etc., was
paying more than it should, and,
consequently, was subsidizing
others." This new interpretation
should encourage small busi-

nesses to apply for rate reduc-
tions, he adds.

THE DEPUTY cornmissioner
also notes that the state has taken
steps to scrutinize carriers rnore

closely to prevent more Equity
Funding types of scandals. And
the scandal hit close to home: Eq-
uity Funding Corp. owned stock
in Northern Life Insurance Co. of

Seattle, which managed to come
out of the affair unseathed. In

fact, Northern Life will soon ac-
cept coverage for the policy hold-
ers of Equity Funding Life Insur-
ance Co. so that all policyholders
will finally be protected. "It's the

objective that we've been trying
to bring about," says another asso-
ciate in the commissioner's office.

Now, the office has "added one

more program," which tests the
accuracy of machines that test a
company's reserves. "Commis-

sioners in many states are paying
a lot rnore attention to this nnat-

ter," says an associate. "We've
had our examiners talk with

firms that set up the testing sys-
tem. We've had the representa-
tive of one firm come out and test

one of our companies on a very
brief basis. We normally examine
companies every three years as
required by statute; but on a
large company, this audit can
take months, even a year because
there is so much detail," says the
associate. "We now hope to elimi-
nate potential for any other simi-
lar problems." •

State fund

may become
independent

SACRAMENTO - Legislation
was introduced here to reconsti-

tute the role of California's state

fund in the workmen's compen-
sation insurance scene.

State senator W. Craig Biddle
wants to change the name from
state compensation insurance

fund to California fund and

would remove the agency from
the state department of indus-
trial relations and convert it to

an independent public service
corporation.

Sen. Biddle's proposed new law
would relieve the state of all lia-

bility for obligations of the fund
and would eliminate an existing
requirement that public agencies,

when insured, ean only insure
with the state fund.

The effect of this change, ac-
cording to Sen. Biddle would
enable private insurance carriers
to insure public agencies. The
change would affect all cities and
counties in California on the ef-

fective date of the law and all

other public agencies within two
years.

Sen. Biddle would permit the
new California fund to invest in

securities for insurance corn-

panies, under supervision of Cal-
ifornia insurance commissioner

Gleeson L. Payne and would re-

quire the new fund to become a
member of the California Insur-

ance Guarantee Assn.

The bill's provisions are in-

tended to clarify the fund's au-
thority to write excess workmen's
compensation and to sell contract
adjusting services to self-insured
employers as well as to permit
the new state fund to write inter-

state portions of the risks of em-
ployers domiciled in California. •



Stockbrokers get OK
to sell all insurance

WASHINGTON-The Securi-

ties and Exchange Commission is
holding itself at arm's length
from any direct regulatory in-
volvement in the insurance sales

activities of stock brokerage
firms.

The SEC had "no comment" to

make officially when the New
York Stock Exchange (NYSE)
informed the commission in

March of this year that it was
moving to allow its member
firms to sell all forms of insur-

ance. Underwriting was barred.
The NYSE allowed its member

firms to sell life insurance in

March, 1972, and in the following
extended that insurance

marketing capability to accident
and health lines.

Big Board officials describe this
as a "controlled entry into the
insurance field" to fill the broad

financial needs of brokerage
clients.

THE SEC'S background role in
all of this is due in large part to
serious questions about whether
it has any authority to enter the
insurance regulatory field.

"We've taken the position," a
top SEC staffer told Business In-
surance, "that there is serious
question whether the commission
has any jurisdiction over ex-
change rules in this area.

"The sum of our power in that
area would be dependent upon
what the interrelationships would
be between the insurance side

of the business and the security
side of the business."

"Itt's just too premature to
speculate on what the SEC's fu-

ture role would be," according to
the SEC official.

"LET'S ASSUME, however,
that a registered representative
of a brokerage firm goes to a cus-
tomer's living room or office to
give him estate planning advice,"
he said. "If advice on regular se-
curity investments is mixed in, it
might run afoul of the securities
laws."

The SEC would be very likely
to step in, he said, if the insur-
ance operations of a brokerage
firm somehow jeapordized the fi-
nancial security of the firm or
securities held by the firm for its
customers.

Both the SEC and the NYSE

said it was very unlikely the in-
surance operations would be tied
into stock or bond underwriting
by the brokerage firms.

Insurance premiums could not
be used as "soft dollars" in ex-

change for underwriting new
stock or bond issues.

"I just can't see that being
done," said an NYSE official. "I
can't name the rule that prevents
it, but I'm sure there is one."

"You'd have the SEC climbing
up and down your back," said
another Big Board official. "It
would be a fraudulent practice."

'THERE'S MORE than one po-

tential for trouble here, though,"
said the SEC official. "There's a

more direct problem where it's
the insurance company saying,
'You can get our insurance com-
pany portfolio brokerage if you
sell our insurance plans.'

"Mutual funds have done the

same thing and the National
Assn. of Securities Dealers has

adopted rules to prohibit that
sort of thing," he said. "There are
just lots of potential tie-ins with
anti-trust laws."

Whether the brokerage firms
intend to make a major effort to
enter the group insurance sales
field for corporate buyers isn't

quite clear.
Both the SEC and the NYSE

say they have little interest in the
details of the insurance operation
of the brokerage firms, although
the Big Board has the right to in-
spect the insurance operations of
its members.

NYSE officials say 89 member
firms are now engaged in some
form of insurance sales. The
three largest firms are Bache Co.,
Inc.; E. F. Hutton; and Thompson
and Mc Kinn6n, Auchinloss, and
Kohlmeyer Inc.

Securities brokerage employes
who sell insurance must be regis-
tered representatives with the
NYSE and must meet state re-
quirements and are subject to all
state insurance regulations. •
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PRODUCT LIABILITY
That's the subject of the next RISK MANAGEMENT REPORT to be issued in May. Edited by H. Felix
Kloman and published by Business Insurance, RISK MANAGEMENT REPORTS are published 6 times a
year at the low annual rate of $60, which includes an attractive and practical binder which holds several
years of the report. RMR are practical working tools for the risk manager and well worth the low rate.
You may start with either the March (Vol. No. 2, The Care and Feeding of Agents and Brokers) or May
(Vol. No. 3, Product Liability) issue. Sorry, Vol. No. 1 is out of print.

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

RISK MANAGEMENT REPORTS
c/o Business Insurance

740 Rush Street • Chicago, Illinois 60611
Please send me the RISK MANAGEMENT REPORT starting with Vol. No. 2 0 No. 3 Il and bill me $60
with my first issue.

Name

Company

Address

City

0

State Zip Code

Guess who is still plugging commercial fire insurance?

While"Little" Aetna is writing more packaged
commercialinsurance than ever, we haven't axed commer-
cial fire.

"Little" Aetna recognizes that certain commercial
situations still call for nomore than fire-only protection.

It's not exactly what you'd call another hot idea from
"Little" Aetna.

Then again, sometimes it's as innova- eetna
tive to keep agood old idea as it is to
develop a hot new one.

"Little" Aetna. The hot one.
insurance companies
Property and Casualty amliates of

Connecticut General Life Insurance Company
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A Flexible Market for   -

Treaty Reinsurance,

Casualty Facultative Reinsurance

and Excess Covers.

Call [212] 269=0300

NORTH STAR

REINSURANCE CORPORATION
90 William Street, New York, N. Y. 10038

..

Hawaii amends its
no-fault auto law

HONOLULU-The Hawaii state

legislature adopted a series of
amendments to the state's no-

fault auto insurance law and post-
poned the effective date of the

new law from July 1 to September
1.

Under the amendments, auto-
mobile coverage becomes pri-

mary and a threshold of $1,500
will be effective for one year,
after which time the plan will
utilize a different factor which

would account for 90% of bodily
injury claims.

A new system of open rating
will also be effective for three

years. Hawaii's insurance com-
mission will monitor rates and

will be authorized to intervene if

rates are found to be excessively

You never know what you'll stumble across
in the group business.

So remember Provident.

We'll help your group avoid explosive situations.

the PROS in

group insurance

Emxigsot
GROUP DEPARTMENT

CHATTANOOGA

high or low.

A prior requirement that each
no-fault auto insurance carrier

maintain an office in each county
has been modified to require only
one claims office in Hawaii. In

addition, each carrier will be as-
sessed $1 per year per vehicle in-
sured, to finance a driver educa-
tion program.

THE NO-FAULT auto insur-

ance program in Hawaii will be
administered by a special com-
missioner, other than the insur-
ance commissioner and whenever

a vacancy occurs in the position
of special commissioner, the

administration will be handled

by the state's director of regula-

tory agencies. This position now
is filled by the insurance com-
missioner.

Hawaii's no-fault law also pro-
hibits any carrier from establish-
ing rates on the basis of race, age,
sex, length of driving experience
or marital status and a joint
underwriting agreement has been
substituted for an assigned risk

plan in handling sub-standard
risks.

The amended law mandates a

15% rate reduction which has

been made applicable to all forms
of auto coverage embraced with-
in the bill and prohibits any rate

increase prior to Sept. 1, 1975 un-
less to preserve the solvency of
the carrier involved. •

Opposition to
enactment of

no-fault bill
MILWAUKEF-Stanley C. Du-

Rose Jr., state insurance corn-

missioner, warned that if Wis-
consin doesn't reform its auto

accident reparation system Con-
gress might enact legislation that
would be detrimental to policy-
holders.

Addressing the 75th anniversa-

ry convention here of the Inde-
pendent Insurance Agents of
Wisconsin, Mr. DuRose warned
that under proposed federal no-

fault legislation, "the federal
government social theorists could
probably establish that a citizen
in northern Wisconsin, who

might be paying something like
$150 per year in automobile in-

surance premiums, should make
a contribution to the average citi-
zen in New York City, who might
be paying $500 to $600 per year
for his automobile insurance."

He added that "the most un-

fortunate aspect of this matter is
the fact that members of Con-

gress apparently are supporting
the bill on the mistaken assump-

tion that it would bring about
a decrease in premium, that it
would not generate a federal bu-
reaucracy and that it would not
infringe on the rights of the states
to regulate the insurance busi-
ness."

Mr. DuRose said it is too bad

that "all of the automobile and

health and accident insurance in-

dustry, and the legal profession,
did not forego their own short
range interests" to support a no-
fault bill drafted by a governor's
task force that he headed. The

bill has been shelved in the state

legislature.
"The task force's no-fault bill

would have paid more money to

more people quicker, and on a
more equitable basis, and at a
lower premium charge, than the
present reparation system," Mr.
DuRose contended. •
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Regulators eyeing self-insured group plans
By JUDI TALIT

NEW YORK-The growing
trend towards self-insured group
accident and health plans, as well
as state no-fault legislation, has
insurance commissioners across

the country working on new reg-

ulatory practices, a Business In-
surance survey revealed.

The trend to self-insured group
accident and health plans ap-
pears to have raised the nnost
concern among the nation's in-
surance commissioners. Some reg-
ulators cite premium tax evasion
and the lack of insurer liability
and responsibility, as well as the
lack of plan disclosure, as reasons
they are further scrutinizing such
plans.

Ohio's insurance commissioner,
Kenneth DeShetler, is one regu-
lator taking action. When com-
panies set up self-insured plans
managed by insurance companies
or other agents, they "obviate
payment of a premium tax, a
problem that has become a con-
cern of the state," Mr. DeShetler
said.

LIABILITY is another con-

cern voiced by the commissioners.
Bob Rowe, chief deputy of

Michigan said, "rnore and nnore

employers are going partly self-
insured, so we're getting more con-
cerned with the adequacy of re-
serves. Because the carrier often

acts only as an administrator with-
out responsibility or liability, we
asked that proposals of adminis-
trative service be submitted to us
and that the insured not be misled

into thinking that he has insurance
through the carrier."

Oregon, too, is finding prob-
lems with self-insurance. Com-

missioner Lkster Rawls said, "the
real problem with self-insurance
is that bigger corporations have
gone into self-insuring agree-
ments with some companies to
handle the claims and then if the

company goes bankrupt, the poli-
cyholder is out."

However, Mr. Rawls says he
has found a solution. "We have

suggested to companies that they
write out a reinsurance agree-
ment with the carrier handling
the claims so that if a company
goes broke, the policyholder is

not out anything. The companies
have agreed to this."

WISCONSIN'S insurance com-

missioner, Stanley DuRose,
stressed the need for stringent
regulation in the states. "The
whole problem of self-insured
plans is a can of worms. Without
proper regulation, the public is
given an open invitation to self-
insure their plans."

No-fault was another area that

was seen as a great concern by
the state insurance departments.

A spokesman for the New York
insurance department said the
department will soon be taking
action "to make community-
rated health plans exclude no-
fault and lower their premiums,
since one is automatically cov-
ered under no-fault and is unnec-

essarily given double coverage."
The question of carrier pri-

macy under no-fault was brought
up by a number of commission-
ers.

OHIO'S Kenneth DeShetler said

that when no-fault coverage is

fragmented, split between more
than one carrier, "often people
are caught in the middle as to
who has responsibility" for pay-
ment of claims.

"That's why we like to have
a complete package sold," he
said. "With fragmented coverage
it makes for the opportunity of

each carrier to deny responsibili-
ty and this happens often enough.

The general thrust of insurance
then is to write more and more in

packages, avoiding the loopholes,"
Mr. DeShetler added.

A similar confusion of primacy
was seen in the state of Wiscon-

sin. Mr. DuRose believes "no-fault

is a serious consideration of acci-

dent and health, particularly if
you get into a bill passed by the

INSURANCE 1,/
REGULATION 1801
Senate in Congress where you've
got some language that would
tend to show accident and health

as the primary insurer. The poli-
cyholder would then say that the
auto insurer is the primary car-
rier. The language, unfortunately,
generates giving option to elect

which carrier is primary."
Oregon noted that this problem

did not hold true for them. The

insurance department head there
said eastern states have a prob-
lem because the Blues in the east

want to be considered the pri-
mary carrier. However, this is
not the case in Oregon. He said,
"Blues here don't want to be pri-
mary carriers."

Other hot issues mentioned in

the accident/health area included

advertising regulations and mini-
mum benefit standards.

However, many insurance com-

missioners said that this type of
regulation has had more of an
effect on individual plans than
groups.

Pennsylvania's William Shep-
pard said that "as far as I know,
the model NAIC act was only de-

signed for individual minimum

standards, but other states may
have applied the same thing for
groups."

Mr. DuRose, in enacting a law
for the state of Wisconsin, tied
in the advertising requirements
along with minimum standards.

"A YEAR AGO, in a rewrite of
the advertising regulation, we put
in a requirement that the advertis-
ing for insurance must contain an
outline of coverage and exclu-
sions. In addition, carriers must
show in the literature the kinds

of coverage in terms of the eight
defined covers."

However, Mr. DuRose said,
"people are generally confused
on accident and sickness insur-

ance. What the industry needs is

to get things simplified into basic
language and basic coverage."

California has gotten involved

in regulating both minimum stan-
dards and "advertising guidelines,
regulations that are pretty sterile,
giving examples and detailed
analysis of what is required," ac-
cording to Gleeson Payne.

Concerning an extension of
minimum standard requirements
beyond the scope of regular acci-
dent/health coverage, William

Sheppard of Pennsylvania said
his department is looking into it.
"The public is pretty good about
keeping to adequate coverages
and the like on basic coverages,
but there may be a need to en-
force minimum standards on new

types of programs, like dental
care," he said.

Oregon's Mr. Rawls noted that
his state is regulated a little dif-
ferently than the others. "We
regulate all the Blues, even the
Kaiser program." •

You might lie allie to
avoid losses witllout NATLSCO.

 You might. 

You're the risk manager responsible
for providing the most viable, on-going
program of loss control for your company.

Perhaps you're concerned with prod-
uct safety, environmental concerns,
safety and the handling of your claims,
OSHA regulations, fire protection. You're
probably concerned with all of these and
more-and so are we!

We're the National Loss Control

Service Corporation (NATLSCO), a
problem-solving firm operating in the
risk management and related service
fields. We're professional engineers, con-
sultants, industrial hygienists and a
national network of loss control repre-
sentatives.

But more than that, we're dedicated.
Dedicated to approaching each client's
particular needs with creativity and
innovation, and a unique blending of our
professional talent in a team approach to
solving clients' problems.

You owe it to yourself and your
company to ASK NATLSCO what we

can do for you. Write us for a list of
clients and a description of our problem-
solving capabilities.

Read the material and ask our clients

if they're satisfied ...ask them if NATLSCO

provided effective help. Then ASK
NATLSCO for a quote. Our Ioss control
knowledge might make the difference.
For advice you can act on ... ASK

NATLSCO.

Long Grove, Illinois 60049
Telephone: (312) 540-2400
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Growing need for state regulation,
implementation of laws':Educator

By MARY ANN CALLAHAN

NEW YORK-A continuing
trend of federal standards, like
workmen's compensation and no-
fault guidelines, which demand
state-by-state implementation and
regulation is on the horizon, ac-
cording to Robert W. Strain, dean
of the College of Insurance and
former Texas insurance commis-

sioner.

In an interview with Business

Insurance, Dr. Strain said he ex-
pects a growing emphasis on con-
sumerism, a greater regulatory
thrust in the area of insurance

solvency in the wake of the Equi-
ty Funding incident, as well as in
rate-making, policy forms and

wording and insurance market-

ing practices.
He added that he also hopes

legislatures will increase their
appropriations to insurance de-

partments, since only 4% of the
premium tax dollar presently
goes to the insurance depart-

ments. The rest goes into the
state's general revenue fund, he
noted.

"THE NEW insurance commis-

sioner, as policeman for the in-
surance industry in his state, is
tossed a tremendous responsibili-
ty, to say the least," Dr. Strain
said. "While he is usually intelli-
gent, capable and willing, he
often does not begin with the im-
portant technical orientation nec-

essary and has to learn as he goes."

The new insurance commission-

er can enroll in a unique, prac-
tically-oriented one-week pro-
gram, now in its eighth year,
directed by Dr. Strain and highly
praised by the National Assn. of
Insurance Commissioners.

"The commissioners gain per-
spective from first looking at the
forest of insurance before seeing
how each tree fits in it," he said.
The courses cover the gamut from
property/casualty to life/health to
rate regulation to the impact of
economic and environmental

forces on insurance. Other courses

include those on consumerism, the
Washington butlook, insurance
accounting, taxation and finance,

managing a state insurance de-
partment and a seminar on auto

insurance, because "the auto in-
surance industry accounts for
about half of the nation's total

premium volume," he said.
In addition, the College of In-

surance offers an annual two-

week training program for junior
insurance examiners on state

regulatory staffs, this year from
June 17 to 28, he said, with em-
phasis on execution, efficiency
and effectiveness, Dr. Strain said.
So far, 30 examiners from 13 de-
partments have signed up this
year, he notes. Both courses are
given on a non-profit basis, with
no insurance industry contribu-
lions and students are reim-

bursed for their expenses by
their respective departments.

"IT IS A unique opportunity
for insurance department person-
nel to get a solid backgrounding
in keeping with their govern-
mental responsibilities," Dr..Strain
said, "and if we hadn't met 'with
NAIC to draw it up I don't think

Your complete prescription
drug program can be as

simple as this

A

SLRVICE

CORPORATION

PROGRAM 
PRFSCRN'TION

BLNE % IT

0000000 12345 6789
JOHN DOE

DEPENDENTS C I 9

EXPIRES VOID

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

PAID Prescriptions spe-
cializes in the administration

of prescription drug benefit
programs. We've been in this
business since 1964 and have

helped to pioneer such major
advancements as computer-
ized claim forms, variable

PAID PLAN PLAN O
CASH PAYMENT PER PRESCRIPTION I- $ 0 2

copay to control utilization,
automated drug utilization
review, plastic identification
cards, among others. Cur-
rently, PAID Prescriptions
administers programs cover-
ing over 2,000,000 people
through a network of almost
30,000 participating phar-
macies in the United States

and Puerto Rico. Our clients

include state agencies, insur-
ance companies, labor unions,
school districts, professional
associations, and medical
foundations.

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

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

For more information

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

PAID -L-
PRESCRIPTIONS

Other offices in San Bernardino, CA;
Raleigh, NC; Chicago, IL: Seattle, WA;

Clifton, NJ; Washington, DC.

Robert W. Strain

r-

anyone would offer th.s kind 02
necessary education of insurance
regulators."

As an insurance commiss. on er

.n Texas for three yea·s, and an

.nsurance educator, Dr. Strain
nas a comprehensive overview of

:he industry and a friendly rela-
:ionship with a numter of the
experts.

The faculty includes New York
Supt. of Insurance, Benjamin R.

Schenck, George K. Bernstein.,
federal insurance administrator,

Daniel J. MeNamara, president of
Insurance Services Office, Lorne
R. Worthington, former Iowa in-
surance commissioner and '. T in
planning & development at Pre-
.erred Risk Mutual Insurance

20., Richard E. Stewart, senior
ip at Chubb & Son Inc. and for-

merly president of NAIC and a
former New York superinlend-
ant, and Robert E. Dineen, NAIC
consultant and like Mi. Stewart

also its former president and a
'ormer New York superintend-

ent.

Dr. Strain credits the NAIC's

new McKinsey & Co. study
on insurance department practices
which calls for a refinement in

accounting, for the increased pop-
ilarity of the program this year.
.The shadow of the EqLity Fund-
.ng scandal may also have helped
make insurance departments more
aware of the need for enlightened
regulation and examination, he
added.

"ACTUALLY, one d the best
things to happen to the insurance
public came as a postscript to Eq-
uity Funding," he said, "because
46 states have passed insolvency
fund regulations which protects
the insured of a bankript ccrpa-
ny by assessing other insurers."

"It's obvious that the more a

commissioner knows at thz: te-

ginning, the more effective h e
will be," Dr. Strain :aid, "and
while a number of commissiiners

are lawyers, most law schools
offer only one course in insir-
ance law-and this usually stress
es legal aspects ra:her than

business practices. No·ne of this
gives the commissioner a res.1 or-
ientation to the technbal side of

the insurance industry and its reg-
ulations."

However, he said he thinks a
lawyer who gets some additional

training in insurance law is prcb-
ably the ideal candidate for cin-
missioner. "If you take a

commissioner from within the in-

surance industry it': 1.kely he is
only going to know insurance
from either a sales point of view
or maybe only specialize in orcp-
erty/casualty or life/h.alth. '

A hazard of hiring a conmis-
sioner, Dr. Strain ncted, is the al-
most unavoidable fact that if he

does his job well, the industry
will offer him a key company
post after two to three years-
along with a more attractive sal-
ary than the state budget will
allow. "It's been a source of criti-

cism over the years, but it s al-
most unavoidable," he Eaid. •
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States troubled by increase in growth of 'pups'
By JUDI TALIT partment. state does not share Illinois' paying local taxes rather than The litigation currently going on

However, another attempt was problem. Mr. Rawls said that those in their home states. in that state concerns preciselyNEW YORK-Insurance com-
made in April with the reintro- three or four years ago a law was Ohio's commissioner, Kenneth that question-retroactive statusmissioners in states where there duction of state house bill 927 enacted in the state permitting DeShetler, ex pla i ned that that for the pups. The commissionerhas been a history of dispropor- which requires all domestic in- the establishment of pup carriers. state has essentially the same said that they were sued once be-tionate tax differentials between
surance companies, except frater- However, they were not granted problem as Illinois. He preferred fore by one company and the statedomestic companies and foreign nal benefit societies, to pay a 2% domestic status, and consequent- to keep his comments to a mini- lost.companies revealed to Business premium tax, if they fail to com- ly not eligible for premium tax mium since the state is currently The state of Wisconsin "is sym-Insurance that they have been ply with Illinois insurance regula- exemption. involved in litigation with two pathetic towards pups if there isexperiencing severe tax revenue tions governing pups. The commissioner added, how- such pup companies. regulatory compliance for stat-losses due to the rise of pup car-

ever, that they are having prob- utes governing such a corporation,riers set up to operate so they are
IN OTHER words, all domestic lems with those companies, set "DOMESTIC companies have which means full disclosure of theentitled to an exemption from companies must underwrite, issue up prior to the law, which are the choice of two kinds of tax people involved in the operation,premium taxes on "foreign" busi- policies, and conduct operations in still eligible for exemption. scales, both of which are sub- along with the confidence that allness.

the state of Illinois if the policy- The premium tax for the state stantially less than foreign pre- the principles were backed up," ac-It was inferred by many of the holders are residents of that state. of Oregon was quoted as 3.5% mium taxes of 2.5 %," Ohio's com- cording to insurance commission-insurance heads interviewed that
In addition, officers and per- for foreign companies, but the missioner said. er Stanley DuRose.pup companies were · set up by sonnel responsible for the compa- commissioner said that "domestics Ohio does have "a law aimed at In that state, rather than inn-national carriers in states where

ny's operation, books, records, are not responsible for paying taxing the pup company" accord- posing a premium tax on domes-they do a great deal of business administration and annual re- this." ing to Mr. DeShetler, but the ties, the companies are subject toto avoid paying the tax. Howev- ports must be- kept in the Illinois He added that the state does problem in Ohio is essentially an income tax statute.er, it was noted that it is very office. have a retaliatory tax, which one of status of those companies Unfortunately, in citing a testdifficult to know the motives of
Oregon's insurance commis- makes foreign companies operat- set up prior to 1972, when the done some years ago, the corn-the incorporators responsible for sioner, Lester Rawls, said his ing in Oregon responsible for law was passed. Continued on page 64setting up a pup.

In allowing pups to domicile in
the states, insurance departments
presumed that they could offset A (1*;

the loss of revenue (in exempting 1 li)) %:Bthe pups from paying the tax)

CZstidsablythetm;at, adg <* *with the taxes paid by employes.

HOWEVER, this was not the
case. In Illinois alone, when pup-
were allowed to domicile in the

state, it "lost $5 million in premi-
um taxes because the companies
avoided paying the 2 % premium
tax," according to Kenneth Smith,
supervisor of the Illinois proper-
ty and liability unit.

He noted that pup companies
were first noticed in the state six

or seven years ago, but did not
have much impact on tax reve-
nue then. However, during the
last three years, the entire opera-
tion snowballed and each consec-

utive year has seen an increase
in pup companies.

Mr. Smith added that this came

to a halt last year when the in-
surance director, Fred Mauck,
was forced to take action and

stop the issuance oflicenses to
these companies.

Illinois discovered that 21 pup
tompanies were set up in the
5tate since 1968, owned directly
or indirectly by a foreign parent.
Of these property and casualty
insurers and life insurance com-

panies, all were deficient in
maintaining records in the state.
Action was taken by the insur-
ance director asking the com-
panies to either redomicile or
maintain all records in the state
of Illinois. (Business Insurance,
Aug. 13, 1973.)

IN A REPORT issued by the
Illinois insurance department it
was noted that "levying of
domestic premium taxes is not
unusual. Only seven states, in-
cluding Illinois, completely ex-
empt all domestic insurers from
the payment of premium taxes."
One of the purposes cited by the
department for allowing domestic
exemption was to foster growth
of the Illinois industry.

However, it was discovered
that in setting up a pup carrier
staffs and offices did not increase
and it appeared that all executive
and investment decisions were
made through the parent office.

According to the insurance de-
partment there, -annual state-
ments of such pup companies
often yield little but zeros since
the premium and liabilities can
be totally reinsured by the par-
ent."

In an attempt to counteract the
growth of pup companies in Illi-
nois, a bill was introduced in Jan-
uary which would have imposed
a 2 % premium tax on domestic,
foreign and non-profit insurers.
However, it was defeated, accord-
ing to the Illinois insurance de-

Keeping a
health care program
healthy'can bea

difficult trick!
We know, because Health
Application Systems (HAS)
specializes in health care ad-
ministration. Currently, HAS
employs close to 500 profes-
sional, technical and admin-
istrative people whose pri-
mary function is to aid
administrators in devel-
oping, maintaining and con-
trolling health care pro-
granns.

HAS Experience and
Services

The experienced specialists
at HAS understand the
needs and problems of both
administrators and providers
in such matters as utilization
controls, PSRO and peer re-
view organization, financial
management, and manage-
ment reporting systems. Our
broad experience and diver-
sified inventory of skills en-
able HAS to develop and
administer a complete health

care program. This is impor-
tant even if your immediate
concern involves only a por-
tion of an entire program,
because HAS can handle
that particular aspect with
an understanding of how it
will affect your overall
program.

Among the services offered
by HAS are comprehensive
information systems, con-
sulting services, sophisticat-
ed data processing services
and facilities management
for both public and commer-
cial health care programs.

When should you call
HAS for help?

( 1) Whenever you are con-
cerned about keeping your
health care program's costs
or performance in line with
your expectations; (2) when
you are setting up an HMO
or PSRO organization or
hospital review program and

want knowledgeable guid-
ance in developing plans
and operations capability; (3)
when you want to review
your program for possible
areas of improvement; (4)
when you are in need of ex-
perienced administrative
and data processing assist-
ance for your program.
For complete information
about HAS, write to: Health
Care Program Information
Center, Health Application
Systems, 875 Mahler Road,
Burlingame, California
94010.

Health

Application /\
Systems C

Catalyst in Health Care

Offices in Burlingame, CA • San Ber-
nardino, CA • Washington, DC • Clifton,
NJ • Raleigh, NC • Chicago, IL.
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OSHA finds opposition to state plans a problem
By STEPHEN GOOD

WASHINGTON, D.C.-By 1975,
the Occupational Safety and

Health Administration (OHSA)
expects to have 30 states operat-
ing their own plans. But OSHA's
drive to hand authority over to
the states is turning into an up-
hill battle.

It is unlikely that more than
five states will take over OSHA

administration this year, accord-
ing to Barry J. White, OSHA's
associate assistant secretary of
regional programs. And one state
is expected to give its authority
back to the federal government.

Union opposition to state-run
OSHA's, and a steadfast relue-
tance by some "hard core" states
to accept OSHA responsibility,
has saddled Washington with 20

plan-less states, Mr. White said.
Five states still haven't sub-

mitted any plans for federal ap-
proval or passed any enabling
legislation.

At the other end, 21 states
today have both approved plans

and enabling legislation, Mr.
White pointed out. Five others

have approved plans and need
state legislation to make them
operative. Four states passed leg-
islation, but are waiting for their
plans to be okayed by Washing-
ton. And 15 states have submitted

their plans for review, but lack
enabling legislation.

FOR A STATE'S plan to be ap-
proved by OSHA, it must outline
safety and health standards at
least as strict as those established

by the federal government, Once
a plan is approved and money is
appropriated, the state takes over
OSHA administration and en-
forcement.

But the federal agency still
"monitors" state operations, Mr.
White explained. And states op-
erating plans also receive match-
ing funds from Washington as an
incentive to continue their pro-
grams.

Despite this monetary bonus,
Montana is dropping its state-run
plan July 1. "This year the legis-
lature didn't appropriate the
funds," Mr. White noted. He
added that a few of the other

states could do this in future years
if their legislatures hold back the

money. Federal OSHA would then
begin administering those plans
again.

Virginia has been another

problem, Mr. White said. The
state's plan "is almost rejected
because it is based on an exclu-

sively criminal sanction system.
Under such a system they would
have to take violators to court

and prosecute every case to the
end."

FEDERAL OSHA is based on a
civil sanction system, Mr. White
explained, where fines can be
levied by agency inspectors if em-
ployers violate established stan-
dards. Cases can still go to the
courts under the civil sanction

system, but only after the aven-
ues of appeal within the agency
have been exhausted.

Virginia may seek a ruling
from the department of Labor if
its plan is rejected by OSHA, Mr.
White said. "They have alleged
they will go to the Supreme
Court if they have to."

In a few states like Pennsylva-
nia, where labor unions have a
strong influence, state OSHA
plans are having trouble getting
off the ground. The unions want
a federally-controlled OSHA, Mr.
White noted, because they fear
the state plans will be significant-
ly weaker with less effective en-
forcement.

"We don't think so," he said.

" (OSHA's chief John) Stender
once said the unions look back on
worse times. We look forward.

We never leave the state. We're

always in there monitoring. And
if a state plan gets into trouble,
we can take back the initiative.

"Generally, labor believes the
federal government can do a bet-
ter job than the states," Mr.
White explained.

XI,THOUGH national unions
complain about state OSHA

weaknesses, "We're not getting
that many complaints from local
union people," he added. A pro-
gram called CASPA, or Com-
plaints Against State Program
Administration, has been set up
to gather criticisms from individ-
ual union locals.

So far, local unions seern to be
relatively happy with the effec-

tiveness of their state plans, Mr.
White said. And if they become
disgruntled, "they know they can
complain to somebody."

ANOTHER REASON why the
national unions might want OSHA
centered in Washington, Mr.

White noted, is so they can con-
centrate their lobbying influence
on one agency. If they had to
work with OSHA in each state,
this lobbying power would be
diffused.

A recent criticism made by
United Auto Workers president
Leonard Woodcock that work in-

jury rates have not decreased
under OSHA (Business Insur-

ance, May 13, 1974), is a "can of
worms," Mr. White said. "We
don't really know whether it's
going up or down."

The first full set of work

injury statistics compiled by
OSHA came out last summer,
covering 1972. This summer the
1973 statistics will be released,
and OSHA's effects rnay be
somewhat apparent. But four or
five years might be needed, Mr.
White pointed out, before statis-
tical reporting arrives at a
consistency where injury rates
show true trends.

WHILE OSHA is having its
trouble with some of the national

labor unions, "by and large we're
very pleased with the reaction of
employers," the official comment-
ed. "They are trying. It's very
rare that you find they don't care
about OSHA."

About 25 % of the employers
inspected are found to be

complying in full with OSHA
standards, Mr. White said. An-

other 25 % are in need of "very
minor corrections." Many of the
other employers receive one or
two citations for hazards, but
only about 1 % are caught with
willful violations.

The insurance industry also
supports OSHA on the federal as
well as state levels. "They're
most cooperative with us," Mr.
White noted. "They're our allies.
Some of them think OSHA's

great because it adds to their own
emphasis on work safety and
health."

During the next year, OSHA
will be putting more emphasis on
health standards, Mr. White said.
Most states will probably leave
the promulgation of health stan-
dards up to the federal OSHA, he
added, because "there is an enor-
mous cost in coming up with
these health standards." •

Pension business ?
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with our new
DA Contract !

Writing pension business is never quite that
easy, of course. But with our new" $5,000 and Up"
DA Contract you have the perfect vehicle for fund-
ing the Defined Benefit Pension Plan.

Your client enjoys maximum money accumu-
lation, safety and low expense charges.

Here are the details:

Plan Size

$5,000 minimum annual deposit - subject to
any state laws regarding number of lives.

Interest

Guarantees for first 5 years deposits.
1974-1975 844%

1976-1978 6% %
1979-1983 5%

Purchase Rate

Contract Year

1

2-5

6-10

Male 65

$1 Mo. Life Annuily
$113.77

$123.81

$130.64

Contract Charge
$450 annually minus 1% of current year de-

posits over $25,000.

0 No plans

Plans Withdrawri
Pennsylvania
Georgia
North Dakota

New Hampshire

Plans Rejected
Virginia

No Plans Submitted
Ohio

Louisiana

Kansas

Nebraska

South Dakota

Trust Territories

This new Pension Contract for small busi·
nesses is designed to minimize yearly cash con-
tributions by the corporation and provide for
speed, service and simplicity.

Considering the relatively short time we've
been in Group Pensions, we've stirred things up
pretty well. "Full Disclosure", the Unionmutual
"Spread Sheet" and now "$5,000 and Up" ,..
they call us the Up Group because we keep coming
up with new ideas.

For more information about Group Pensions,
Life and LTD, contact one of our field offices or
write: Bob Stevenson, Vice President (Group Mar-
keting}, Union Mutual Life Insurance Company,
2211 Congress Street, Portland, Maine.

Unionmutual

e
They call us the "Up Group"

Group and Pension ORices: Atlanta 404 451-7171/Augusta 207 622-5883/Boston 617 423-3790/Chicago 312 427-9380/Columbus 614 486-7784
Los Angeles 213 384-2571 / New York 212 986-6650/Northern N.J. 201 654-5353/Philadelphia 215 563-6378

Portland 207 7734758/Saginaw 517 799-9690/San Francisco 415 982-2702/Seattle 206 622-2461 /Syracuse 315 475-2131
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Carrier asks
for state

supervision
AUSTIN, TX.-Insurance com-

missioner Don B. Odum recently
decided to continue state super-
vision of the Republic National
Life Insurance Co., Dallas' larg-
est life insurer.

The commissioner's decision

came after a surprise move by
the carrier at a hearing April 29,
when Republic National request-
ed the state continue supervision
of its investment practices.

Representing Republic Nation-
al, attorney Will Davis told the
commissioner- that stockholders,
reinsurers and group policyhold-
ers will be reassured if the pe-
riod of state supervision were
extended. Earlier, when Republic
National was first put under su-
pervision on Feb. 27, Mr. Davis
reportedly called the move "com-
pletely unwarranted."

REPUBLIC NATIONAL was

originally placed under supervi-
sion when the carrier's auditors
Peat, Marwick, Mitchell & Co.
said big losses could occur in
mortgage and real estate loans.
The company boosted its ready
reserves from $7 million to $23
million to cover any losses. And
soon afterward, the Securities and
Exchange Commission stopped all
trading of Republic National
stock, (see Business Insurance,
March 18). Trading of common
stock reportedly has been re-
surned.

After approving continued su-
pervision, Commissioner Odum
named insurance dept. attorney
Herbert Crook as a supervisor
over the company. Mr. Crook was
assigned to help Republic Na-
tional recover company assets
that were "wrongfully used,
taken or wasted or misappro-
priated."

Mr. Odum also approved a rec-
ommendation by the carrier's di-
rectors to reorganize the invest-
ment committee.

Republic National was ordered
to make up a plan for "orderly
disposition, upgrading or correc-
tion of any investment that is de-
ficient." Commissioner Odum said
the state supervision will continue
until he.believes the requirements
specified for improving Republic
National's finances have been
achieved.

Mr. Davis noted that the car-

rier, with more than $11 billion
worth of life policies in force,
faces no danger of insolvency. •

Aviation underwriter

tells growth in plan
Avemco Corp., Bethesda, Md.,

said it now writes group personal
accident insurance for 175,000
members of the Aircraft Owners
and Pilots Assn., which has over
180,000 members. Further, the
"Times Ten" group accident in-
surance program which allows
AOPA members to increase their
$700-$1,000 basic policy ten times
was purchased by 42,466 AOPA
members in 1973, versus 38,860 in
1972, Avemco said. Total group
accident insurance in force for
AOPA members is now $500 mil-
lion. Avemeo said ·it is "confi-
dent" of its place as the leading
insurer of general aviation air-
craft in the world, with "no
available evidence that any in-
surer or group of insurers direct-
ly writes more than the 30,407
aircraft insurance policies issued
by Avemco in 1973." The firm
noted that a higher than normal
number of policyholders had se-
rious accidents last year because
of increased use of aircraft.
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CHICAGO-Ina highly critical
dissertation on the property-lia-
bility insurance industry and its

regulators, Massachusetts Insti-
tute of Technology professor Paul
L. Joskow calls for:

• elimination of rate-setting
procedures;

• regulatory changes which
would encourage creation of bet-

ter risk classes, so fewer "short-
age" situations would occur;

• regulators to fulfill roles as

consumer protection agents;
• mandatory insurance against

bankruptcy for all insurance com-
panies;

• elimination of barriers to di-

rect writing, speeding up the tran-
sition away from use of agents
wherever possible.

Mr. Joskow, an assistant pro-

24

fessor of economics at MIT, be
lieves in open competition on
rates, and commended California

for paving the way for open rat-
ing. California has now been fol-
lowed by New York, Illinois,
Florida, .Ohio, Connecticut and
Indiana, he noted.

HE DOES NOT like the Ameri-

can Agency System.
Nor does he believe regulators

have done the most effective job
of aiding and protecting consurn-
ers and stimulating insurance
company competition.

Mr. Joskow's research paper
was delivered last fall at a Dart-

mouth seminar on regulation and
public utilities. It subsequently
appeared in the Bell Journal of
Economics and Management Sci-
ence, published by American Tele-
phone Telegraph Co. (Reprints

*
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What this all adds up to is the fact that if
you're providing only term insurance for your
employees, your-best young employees are
probably grossly under-insured.

Ironically, in fact, your senior executives
probably have a much better coverage, and yet
they do not have as many financial obligations as
your younger men.

What is needed is a plan that provides
coverage based on the employee's needs. A plan
like our Survivor's Income Benefit group plan.
It provides a lump sum benefit through group life
insurance, plus a continuing monthly income for
the widow and children during the years their
need is greatest.

Most important, SIB is one of the best ways
you have of attracting and rewarding bright
young workers. To men concerned about their
families, this plan becomes as important as a
substantial raise. (And it can cost you a lot less.)

Critic assails regulation of rates, underwriters
By SUSAN ALT - are available.)

Without going into the details
of Mr. Joskow's lengthy analysis
of the property-liability market-

place, complete with complicated
formulas, he concludes among
other things that "the property

insurance industry has all of the
structural characteristics of a

competitive market." Mr. Joskow
believes that this makes any kind
of rate-setting regulatory mecha-

nism unnecessary, and that, in-
deed, such rate regulation may
even impede competition.

"The argument has been that
rate making in concert through
rating bureaus is a necessity to
insure the public and the indus-

try against 'destructive' compe-
tition and large numbers of
bankruptcies," he points out.
"There does not seem to be any
reason why this industry should

5sob g facts:
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be more unstable than others as

long as fraudulent practices are
guarded against and proper con-

sumer information is provided
for," he rebuts.

California's. no-filing, or open
rating, regulatory statute has op-
erated effectively since 1947 and
takes the speculation out of such
a suggestion, Mr. Joskow states.
The California commissioner

functions mainly as the overseer
watching to see that "the free

market works...as the regulator
of prices."

THE PRIOR approval regula-
tory process employs a meaning-
less profitability criterion which
does not necessarily "protect" con-
sumers, Mr. Joskow contends. To
the contrary, he goes on to say,
"regulatory commissions have
given only limited recognition to

1. 52% of all U.S. widows have spent all their husband's
death benefits within 18 months. And 25% have spent
all their insurance money within two months.

2. The average U.S. widow receives only $12,000 in benefits,
including all insurance, Social Security, pensions and
veteran's benefits.

3. Average cost of death expenses in the U.S. is $4,000.
4. Social Security checks take an average of four months

before they arrive after death. And only three out of ten
husbands leave a will.

5. One out of every four widows is less than 45 years old
with children to raise.

Does a plan for your employees which
provides a continuing monthly income benefit
interest you? Then clip the coupon for more
information on our Survivor Income Benefit Plan.

 Northwestern National Life 
 Box 20
 Minneapolis, MN. 55440
 Dear NWNL: Please send me more :
 information on your SIB plan.

: Name 
, Company 
m Address

 City
m State Zip

 Title .........................................

 LIFE INSURANCE COMPANY
NORTHWESTERN NATIONAL

HOMEOFFICE . MINNEAPOLIS, MINNESOTA

(the) consumer information prob-
lem. Under the prior approval
system, regulation seems more
concerned with making sure that
rates are 'adequate' than with
encouraging consumers to take
advantage of lower rates where
available."

New York, he notes, was one of
the first states to recognize only
recently that publication of price
differences between insurers is

essential for an open competition
sysern to work "in a way which
would promote 'adequate' and not
excessive insurance prices through
competitive market forces."

ALONG WITH a recommenda-

tion that the prior approval rate
regulation systems be abolished,
replaced by no-filing open rating
systems, Mr. Joskow suggests
that state insurance departments
shift to a role as providers of
consumer information and con-

sumer protectors. "The greatest
possible amount of price infor-
mation should be put into the
hands of consumers," he says.
"Handbooks listing representa-
tive rates for all major underwrit-
ers should be provided," he urges.

Furthermore, state insurance
departments should continue
performing regular audits and
enforcing minimum capital re-
quirements, as well as mediating
consumer complaints against in-
surers "and by publicizing the
names of companies which have
consistently poor payoff policies,"
Mr. Joskow believes. He also be-

lieves the consumer protection
function should include standard-

ization of basic policy forms and
contract provisions.

But Mr. Joskow suggests that
all underwriters be required to
carry "complete insurance against
bankruptcy."

Bankruptcy rates should be
geared to the insolvency risk of
the companies themselves as de-
termined by semiannual audits of
their operations, says Mr. Jos-
kow, to encourage insurers to
maintain reasonably healthy risk-

loss ratios. Such "insolvency in-
surance" with flexible rates would

be better than any state fund, he

says.

THE INSURANCE regulatory
process has been the primary
cause of supply shortages, says
Mr. Joskow, and the additional
factor of inadequate risk classes
has meant that there are some-

times shortages of supply of in-
surance at the same time there is

excess capacity.
"The contention here," he ex-

plains, "is that supply shortages
exist because regulatory authori-
ties have refused to allow the

creation of enough truly homoge-
neous risk classes. Rates deter-

mined on the basis of average
historical losses for a particular

class may be profitable for a
'typical' risk.

"However, as long as risk
classes are not homogeneous
from the viewpoint of insurers,
and insurance underwriters can
differentiate between 'good' risks
and 'bad' risks within a particu-
lar class, no risk will be treated
as 'typical, '" he reasons. "On the

contrary, most insurance com-
panies will attempt to insure the
good risks first and may or may
not insure the bad risks."

For the American Agency Sys-
tem of delivering the insurance
product, Mr. Joskow has no love.

He sums up his views with the
analysis that the agency system
is "extremely · inefficient, costing
consumers hundreds - of millions

of dollars per year."
"The social costs of current

laws forbidding agency com-
panies from writing existing

Continued on page 49
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Monitors on fuel shortage and its effects to continue
ATLANTA-The chairman of

the energy crisis task force of the
National Assn. of Insurance

Commissioners took issue recent-

ly with claims by the insurance
industry that the fuel shortage is
ended.

In an industry advisory com-
mittee report to the task force,
the insurance industry took the
position that the energy task
force is no longer needed and
should be discontinued as soon as

possible because the gas shortage
is over.

NAIC vp Johnnie L. Caldwell,
insurance commissioner of Geor-

gia, however, as chairman of the

task force, said "We do not believe,
according to our information, that
the oil crisis is over as the re-

port argues. We still find gasoline
shortages in many areas."

HE ALSO took issue with the

auto insurance industry's stand
that it will not have windfall

profits because the declining
number of claims could be offset

by increased accident severity.

"We told the advisory commit-
tee that we did not believe the

fast-track monitoring system and

Critic...
Continued from page 48
customers should be more thor-

oughly studied and an equitable
scheme for phasing out independ-
ent agents devised," he suggests.
"The need for the independent
agent per se appears to be nonex-
istent," he declares. He believes
that agent associations should be

prevented from taking any action
against insurance companies which
attempt to switch to direct writing.

Mr. Joskow defines the costly
and unnecessary independent
agent as one who derives his in-
come from commissions on poli-
cies actually sold. "There is no
reason to believe," Mr. Joskow
states, "that truly independent
insurance consultants, charging
fees directly to customers with
insurance problems, would .not
thrive with the elimination of the

. agency system," a healthy sign
since "the choice would then be

left to consumers, and fees

charged would not necessarily be
tied to premium volume generat-
ed."

MR. JOSKOW criticizes agents

for being poorly trained and
lacking day-to-day experience in
handling tricky insurance prob-
lems, rendering them unable to
provide the specialized insurance

counseling sometimes called for,
and often used as an argument
for retention of the agency sys-
tem. "The kinds of things which
the small independent agents
handle well are the standard re-

curring day-to-day insurance

coverage applications," and these
are precisely the things direct
writers do well, says Mr. Joskow.
"That agent often does little more
than fill out a preprinted form
and act as a go-between for the
customer and the insurance com-

pany," he adds, describing this
middleman function as "redun-

dant" in today's insurance market.
As a sales person, the agent has

had little incentive to obtain the

best coverage at the best price for
a customer since his commission

usually varied directly with the
size of the premium. Mr. Joskow
is critical of this failure. "This is

less of a problem for large cus-
tomers since there is some com-

petition among agents for cus-

tomers' business," he goes on
to note. "Even here information

imperfections probably keep the
market from working very effec-

tively," though, he concludes. •

the task force's monitoring job
have run a proper course at this
time. In the future we will re-

evaluate it, yes, but at this time we
do not feel it should be disband-

ed," Commissioner Caldwell stated.
The figures on which this opin-

ion is drawn are inconclusive and

may reflect accidents from before
the height of the energy crisis,
because of a lag of up to six
months, Mr. Caldwell added. His
feeling is that claims statistics for
the months during the height of
the energy crisis actually reflect-
ed accidents which had occurred

in the summer and fall of 1973. Mr.

Caldwell expects that with the
extension of the NAIC task force,
evaluation of accidents and

claims arising out of the critical
November through January peri-
od will occur when the next re-

port is issued about May 15.

So far, only two state com-
missioners have demanded that

underwriters lower auto insur-

ance rates as a result of fewer ac-

cidents and deaths during the
energy crisis. Oklahoma and

Rhode Island rates were lowered

Continued on page 62

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

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

For example... personalized, on-the-spot loss control and claims
attention. In depth "in house" safety studies. Top medical care.
A"counselor" for the injured worker. Modern rehabilitation
techniques. Astute legal attention from the beginning on
potentially serious injuries.
LEATHERBY can do it because it averages $65,000 premium

per commercial policy. That permits concentration
of specialization on each risk.

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

LEATHERBY can help you. For details, contact:

r

Teatherby

A Richmond Corporation Company

LEATHERBY INSURANCE COMPANY
 National Headquarters: The Leatherby Building, 1400 N. Harbor Blvd.Fullerton, CA 92635

Production & Service Offices from Coast to Coast

LEAfHSIBf
insurance Company



The Argonaut Difference In Action.
Like Specialized Premium and Service Audits

that can help lower your premium costs. , 5 1 LYC
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audits to make certain our insureds pay only the premiums required by law. . '1,1.

Our trained, professional auditors can help classify and segregate payroll
information to comply with all the complex requisites of workmen's compensa--
tion. Our premium auditors check all the pertinent insurance information :..2- .0concerning your company's specific operations; you can then be certain that  '6' * ·
you pay only those premiums required by law. f
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State regulations needed for
insurance mass-marketing ads
I adopted stringent rules and regulations after a public hearing reguiring full dis-

closure of all information in the advertising and sale of health policies."

By THOMAS D. O'MALLEY
Insurance Commissioner and Treasurer

State of Florida

APPLICATIONS AND ISSUANCE of in-

surance policies sold by mass marketing
methods in Florida must be taken by and

delivered through a licensed agent or so-
licitor. This gives the commissioner better
regulatory control over the actual sale to
Florida consumers. It also prevents the in-
surance transaction from being totally
completed through the mails.

A couple of years ago Florida, like other
states, was saturated with the marketing
of accident and health insurance through
the mass media. Advertisements offered a

myriad of hospital policies with low down
payments and six or seven figure benefits
when a person became hospitalized. In-
quiries and complaints to our 21 consumer
service offices mounted side by side with

buyer confusion, mostly from senior cit-
izens who could least afford to purchase
insurance without full disclosure of the

restrictions as well as the benefits.

An immediate result was that legal pro-
ceedings were instituted against a compa-

BY FRED A. MAUCK

Director of Insurance

State of Illinois

 NSURANCE REGULATION. Is it a ne-cessity, a nuisance, or nonsense? I am

suggesting that insurance regulation is all
of those things. It is a necessity because
insurance indeed has become indispensa-
ble in our complex society. It is a nuisance
because the thrust of regulation often is
rn;c,Airant-A Ar rn;connlia,1 AnA 1+ ic n-n_

ny and a well known television artist who
was found under Florida . law to be

soliciting insurance without a license.

A long range result was the beginning of
health insurance reform in Florida.. Com-

panies were required to refile more than
50,000 previously approved individual
health insurance forms, many outdated
and unused, for a complete review and
comparison of benefits and exclusions. We
issued guidelines and any policy forms
sold in the state after January 1, 1973 had
to conform with guideline standards.

SHORTLY THEREAFTER I adopted
stringent rules and regulations after a
public hearing requiring full disclosure of
all information in the advertising and sale

of health policies. These spell out the
standards required to protect the consum-
er of health insurance mass marketed

through the news media. For example,
companies cannot compare unlike policies,
make incomplete or unfair comparison of

policies, or offer reduced or deviated ini-
tial premiums. Negative features such as
two-year waiting period must be stated as
prominently in the ad as favorable aspects

of policies offered.
Life insurance rules, similar to the

health rules, also adopted after a public
hearing, established for the first time in
Florida guidelines regulating advertising
of life and annuity contracts, including
prepared sales talks by agents.

Currently, insurance department ana-
lysts are making in-company examina-
tions of 11 health companies to review
their claims-handling and advertising
practices. These companies had the largest
number of complaints registered against
them by policyholders during 1973.

I am also asking the 1974 legislature to
take a hard look at policy benefits and
premium charges. One proposed bill

would give me, as insurance commission-
er, the authority to adopt rules that would
establish minimum standards for the ben-

efits offered in individual and family
coverages. Another would allow the com-
missioner to establish definitions for "ex-

cessive, inadequate or unfairly discrimina-
tory" applicable to accident and health in-
surance rates. A bill, which was also intro-
duced last year, would establish a post-as-
sessment life and health guaranty fund to

business insurance, MAI 27. 1974/51
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Thomas D. O'Malley

protect Florida insureds should a company
become insolvent. We have such a func for

property and casualty companies which in-
cludes automobile insurers, and it is only
fair that people should also b€ protected for
possible failures of life and health compa-
nies as well.

OTHER PROPOSED legislation would
provide additional benefits to employes
under life and accident and health group
contracts. Insurers replacing such con-

tracts would be required to assume cover-
Contimled on following page

Nuisance, nonsense, necessity:
All can characterize regulations
"There is no doubt but that the primary purpose of regulation is the enhancement

and preservation of the financial stability of insurance companies . . ."

sense because certain essential economic

relationships that may have a significant
impact upon policyholders and security
holders are not regulated at all.

There are, I believe, serious problems
with insurance regulation as it is accom-
plished in every state in this country.
Some of these problems are the result of
not understanding or incorrectly defining
the purpose of regulation. Some are at-
tributable to archaic and deficient statuto-

ry structures within which regulation
must be accomplished. And some are
caused by the sheer inadequacies of insur-
ance departments.

If you refer to any general text on in-
surance, you will find under the section
dealing with regulation a statement that
the basic purpose of regulatory activity is
"to protect the policyholders." And you
will discover that the textbook goes on to

say that this protection is accomplished
principally by way of financial examina-
tions of insurance companies that are de-
signed "to prevent insolvencies." I find
that characterization of insurance regula-
tion to be curious-and misleading. There
is no doubt but that the primary purpose
of regulation is the enhancement and
preservation of the financial stability of
insurance companies, and for a very good
r....n Tho inmirAA-tho Bnnwirn//__nivc

his money to the insurer in return for a
promise to pay the insured or his benefici-
ary upon the occurrence of a loss or the
happening of an event in the future. If the
insurer is financially unable to keep that
promise when the loss or event occurs, the
essence of insurance is defeated and the

economic stability that insurance suppos-
edly affords is eliminated.

HOWEVER, THE REGULATORS-and

the insurance industry and some insur-
ance scholars-have oversold the scope
and ability of the regulatory apparatus to
protect, by stating that the purpose of fi-
nancial examination is "to prevent in-
solvencies." The simple fact is that no
insurance regulator can prevent company
insolvencies, nor can he insure against in-
solven-ies. The very best he can do is to
detect impairment or insolvencies rela-
tively soon after they occur and then take
appropriate action to mitigate against
losses by policyholders and company au-
ditors and, secondarily, stockholders.

I will readily admit that it would be
possible to structure a system where a
business failure in the insurance indusfry
would be an impossibility, but such a sys-
tem would drastically alter the private
enterprise philosophy that presently un-
riArliA. inc........ ,•Am,litinn .nA u;Aill,4

undoubtedly involve governmental fi-lan-
cial guarantees. I do not propose any such

alteration-I do not believe in its pre-
sumptions-but I co suggest a strong

necessity for every regulatcr to app raise
candidly his ability, ooth in terms of stat-
utory authority and practic:1 capaciti, to
engage in the effective regulation of com-
pany financial affairs and protection of
consumer trust. I be.ieve th: t this kind of

an appraisal produces these results.
First, the statutory authority of the

regulator over company financial aifairs
does not permit his intervention in the
conduct of the business operations _Intil
the company is in she red-or, at least.
very near the red. In either case, the dam-
age has been done 1cng before the regula-
tor is given authorlty over the problem.
This is particularly .nappropriate in view
of :he development over -he past few
years of relatively sophisticated financial
testing techniques that can. fairly accu-
rately identify a company that is headed
for trouble.

Second, the tradit.onal mBans of moni-
toring the financial affairs of insurance
companies-the triennial departmental
examination-is o.tmoded ineffective,
and inefficient. The odds are against a
triennial "head-to-tce" examination being

C-'Antill#,rl /rn -fn11/·rt,„„n 'nnn.
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M %) 8%591£wlnd plan, may contribute to the premium through payroll deduction
based on one vehicle or some other such On the other hand, fire insurance on
fact However, group automobile insur- state buildings and contents, the state's
ance may not be sold when ltS purchase fleet liability insurance and workmen's
by the insured is contingent upon the pur- compensation are all under a self-insured
chase of some other type of insurance, type plan
product or service The division of risk management han-

tion "
dling this operates much like an insurance

Regulations MY STAFF IS IN the process of revis- company It operates funded self-insur-
If the plan uses dividends, a statement ing these guidelines, clarifying them and ance programs for workmen's compensation

... must be included that "dividends may not adding two new ones These should be fi- on state employes, fleet automotive liablhty
be guaranteed " nalized in the very near future insurance on the state's owned, nonowned

Cont:nued from preceding page Mafs merchandising of policies in Florl- In Florida, state employes are covered and hired vehicles, as well as fire and ex-
age of all certificate holders without evi- da must be sold under the direction or through payroll deduction under a com- tended coverage on all state-owned real and
dence of 1nsurability An employe could al-

personal property and some rental insurance
so convert his coverage to individual status

when required by the mortgagor
under certain conditions

The Florida Casualty Insurance Risk
Under Florida law only bona fide groups "Under Florida law only bona fide groups can be insured Management Trust Fund, created by the

of employes can be insured under group same legislature, self-insures casualty
contracts as groups are prohibited from be- under group contracts as groups are prohibited from be- coverages The old Florida Fire Insurance
ing formed solely to gain a reduction m

Trust Fund that for many years insured
premium or preference in coverage ing formed solely to gain a reduction in premium . . ." state buildings and contents against fire

Meanwhile two years ago I issued guide- was absorbed by the new risk manage-
lines interpreting mass merchandising of ment division
property and casualty insurance as the sale A loss prevention bureau coordinates
of insurance to a group of people when in- through a licensed agent or solicitor A prehensive basic hospital and major medi- loss prevention programs throughout state
dividual underwriting is permitted and pre- full disclosure of all features of the insur- cal policy with maximum benefits up to government and should serve to reduce
mium reductions are allowed based on a re- ance plan must also be made to these $200,000 per individual Rather than a losses consequently reduce the cost
duction of expenses This Includes wrap-up prospective insureds self-insured plan, the group lS underwrit-
insurance plans Interpretative guidelines were issued on ten through a commercial carrier with the Thomas D. O'Malley was inaugurated as

Advertising and solicitation materials group merchandising of automobile insur- state paying a portion of individual policy treasurer of Floridain Jan,1971 Inthatpo-
must contain at least in substance the fol- ance only allowing a reduction m cost be- premiums sition, he also serves as state insurance com-
lowing statement "The reduced rates at cause of expense savings as well as Individual employe automobile insur- missioner and state fire marshal. Prior to
which this insurance is sold are based upon expected loss savings Every member of ance ls also available under group plans of his election Mr O'Malley served two terms
expense savings and not membership or the group lS automatically eligible for in- commercial carriers for agencies or de- on the board oj commissioners for Dade
employment in any group or organiza- surance An employer, under a true group partments within state government, also County He also served as vue mayor

gained widespread public attention over levels of compensation that were anti- the underlying statutes that give him au-Nuisance... recent years This function of insurance competitive and detrimental to the inter- thority, should adopt a theory that allows
regulation has to do with the business ests of the intended beneficiaries of regu- basic determinations to be made in an open,
relationship between the policyholder or lations, the insurance consumers competitive market The key to this kind of

Conttnued from preceding page prospective policyholder and the insur- a change lies in formulating disclosure rules
adequate to detect serious disease in a ance company Its goal is to produce some LEST I GIVE THE impression that all ef- that will provide the insurance consumer
human being in time to save his life And sort of essential fairness or equity in the forts in the area of promoting fairness with enough basic information and knowl-
it rnost certainly is not adequate to discov- insurer-insured relationship This concept miss their mark, let me relate some ex- edge about insurance companies and prod-
er terminal financial problems within a of promoting fairness has resulted in stat- amples of new initiatives within our de- ucts to allow him to exercise informed Judg-
business enterprise This is especially true utes and regulations establishing mini- partment that I believe are on target We rnent in makmg an insurance purchase
when that exarnination fails to explore murn standards for the handlin g and have formulated cornprehensive claims Too many persons simply do not under-
one of the fundamental life support sys- disposition of claims, "codes of conduct" practices rules for the handling of auto- stand even the basics about insurance, and
tems Yet, in the case of insurance compa- for the advertising, solicitation and sale moolle insurance claims These rules were too many persons simply have no concept
ny examinations, it has been the gractice of insurance and other trade practices, the result of a two-year study of the actu- of how to go about comparative shopping
to audit around the company computers, rate regulations to establish the premium al practices of insurers and establish as for insurance Our forthcoming buyers'
not through the computers Over the past cost of property and casualty insurance, minimums those practices and procedures guides and our life insurance disclosure reg-
year, the Illinois department made a decl- and various programs attempting to find that were being followed by companies ulations are steps toward implementing this
sive breakthrough in pi eventive financial a way to make "essential" types of insur- that ,Nere treating their policyholders and new approach
medicine One of our new procedures in- ance available to persons that the private claimants fairly and considerately Our
volves usage of a computer software audit segment deems uninsurable, such as the existing regulations for health insurance I DO NOT WANT to give the impression
program that will permit us to audit the automobile insurance assigned risk plan ad ertising and our proposed rules for life that informational techniques can replace
computer system itself rather than audit- all standards presently found in insurance
ing the computer's print-outs Another re- codes Many of these standards are abso-
quires the performance of a thorough, lutely essential But, I believe that a new
competent audit by a qualified Independent 4 4Some regulatory efforts are diametrically opposed to the mechanism must be found to enforce those
practitioner at least once every year standards At the present time, the insur-

purpose of promoting company financial integrity, and ance regulator is the only person who can
THIRD, IN ORDER TO cany out the require compliance with those minimum

responsibility to monitor company finan-
some... have produced unexpected side effects that are standards of business conduct The most

cial affairs, the regulator must involve efficient and effective means to accom-
himself in more than financial reports and
balance sheets For this reason, such mat- not in the best interests of the public. . ." plish compliance is by creating private

causes of action so that the consumer or
ters as entry into the market by new com- claimant who has been wronged by the
panies and new investment groups action or inaction of a company or its rep-
desiring to form companies have been resentative can obtain an appropriate
subject to regulation At the same time, and the fire insurance FAIR plan insurance advertising and solicitation are remedy My second suggested change,
insurance codes have been structured so As commendable as many of these pro- designed not only to eliminate deceptive therefore, is to provide private remedies,
as to remove from the regulator's ] urisdic- grams and regulations may be, there is and misleading practices, but also to pro- as well as regulatory authority, in insur-
tion indirect actions that can produce the no underlying rationale to these attempts mote disclosure of relevant information in ance codes.
same potentially adverse consequences as to promote fairness Perhaps even more an understandable fashion As I survey the activities of insurance
regulated (iii ect actions An example of important, some of these regulatory ef- regulators in all states, there are indica-
this can be found in the Illinois Holdin g forts are diametrically opposed to the pur- EVEN IN THE CASE of well-founded tions that these two new directions are
Company Act for insurance companies, pose of promoting company financial fairness rules, there are inherent limita- ernerging Insurance departments are pro-
which essentially is the same as the model integrity, and some of these efforts have tions as to their effectiveness, limitations viding more information about companies
act formulated by the National Assn of produced unexpected side effects that are that are the result of the relatively small than eveI before, and, as a result, compe-
Insurance Commissioners not in the best interests of the public and, size of insurance departments compared tition within the industry is becoming

Although that act gives the insurance particularly, insurance consumers Rate with the hugeness of the insurance indus- more keen The idea of private remedies is
regulator some authority ovel the insur- regulation is an example of a conflict be- try As a consequence, every insurance regu- reflected in some no-fault acts, whel e in-
ance holding company structure, and par- tween the principle of financial solidity lator must engage in selective enforcement terest penalties or treble damages are pro-
ticularly over changes in the ownership of and the principle of price fairness or and, to a great extent, his success in promot- vi<led in the event the insurer does not
the holding company which, in turn, owns reasonableness If the price level 15 1ng industry-wide fairness turns on his skill promptly pay a bona fide claim I believe
the insurance entity, the act provides that squeezed or held down, financial stability in selecting targets that the next several years will see in-
the regulator has no authority over the may be affected If prices are allowed to My discussion to this point has been creasing utilization of these new theories
ownership of the holding company if it "is move upward to counter faltenng finan- simply a brief-and somewhat oversim- of regulation in all states And one thing
either directly or through ltS affiliates pri- cial stability, price reasonableness may be plified-description of existing patterns that I am quite sure about lS that you will
marily engaged in business other than the sacrificed and problems of insurance regulation I definitely see them in Illinois
business of insurance " If there is any would now like to turn to a consider ation

merit in attempting to restmet or control CREDIT LIFE INSURANCE regulations of changes in the nature of insurance reg- Fred A Mauck was appointed to the of-
ently directly into the insurance business, establishing a maximum "commission" to ulation that I believe must come about if flee of director of insurance foT Imnois on
it ts ludicrous to have a loophole lai ge the group policyholder (the financial in- the basic purposes of regulation are to be February 15,1973 Prior to that, he was an
enough to accommodate a Mack truck that stitution or the retailer), and regula- promoted effectively attorney, practictng pnmanly in the araas
effectively removes the exercise of such tions establishing maximum first-year com- First, I think the regulator must begin of real estate and general corporate law Mr
control from the t egulator missions to an agent, are examples of to promote a competitive marketplace for Matick received his B A from Trenity Col-

As important and as fundamental as fi- fairness-motivated rules that had unex- the insurance business Instead of utilizing lege and lus J D from the University of
nancial regulation may be, there is anoth- pected effects In both Instances, the max- the present theory of third-party Judg- Chicago Law School He ts a member of the
er basic purpose of insurance regulation imums soon became the mar ketplace mental determinations as to appropriateness American Bar Asin,, Chicago Bar Assn, and
that remains somewhat 111-defined but has minimums, thereby produc-ng sanctioned of marketplace conduct, the regulator, and the Chicago Councd of Lawyers
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tion, whether in the event of a cal Defence Union in London felt
hijacked aircraft this ends in the damages were too high so it
claims for damage or ransom, or broke its rule of not becoming in-

@1X hopefully to the aircraft being volved in U.S litigation and en-london line
returned without damage," Mr tered a defence to the claim The
Merrett said claim was finally settled by the

***

shipowners without the union's

Kidnap-ransom cover becoming a TWICE IN THE past year the consent, however, so that the
two societies which give British shipping company bore all the
doctors effective self-insurance legal costs
against medical liability claimsnormal part of business at Lloyd' s Also, when the Medical Protec-
have found themselves in a tussle tion Soclety found that two lead-
with U S courts ing British doctors were being

One case involved a woman asked to testify in a US court
LONDON-World-wide kidnap- insurers are already looking into som cover for airlines as long as who sought $300,000 damages in as expert witnesses on the birth-

ransom risks are now being han- reinsurance facilities in L,ondon proper legal safeguards are adopt- New York state after slipping on control pills, it claimed theydled as readily and efficiently Overall, the market is ex- ed the deck of a cruise liner The should be exempted as equallyas war risks at Lloyd's Some tremely fluid and further big de- "But they should bear in mind second involved a woman who good evidence could be obtainedLloyd's underwriters are regular- velopments can be expected that cover which lS too easily brought a product liability suit in the U S and that a seriously making markets in this kind of available for too large an indem- against two pharmaceutical firms breach of confidence might be in-coverage in the busy market STEPHEN MERRETT, a leading nity 15 likely to encourage the in the U S over their birth con- volved It won its case under aPremium income from ransom war nsks underwriter, recently commission of crime trol pills
cover runs into millions of dollars told the London Insurance Insti- 117-year-old English law which

"They should not allow them- The outcome illustrates the way allowed the expert witnesses to
a year And much of the business tute "Owners and operators of air- selves to be placed in an active or in which medical men in Britain pomt out they were not parties to
comes from leading U S 1ndus- craft are entitled to such protec- deedive position in the event of a react to negligence lawsuits the lawsuit
trial, commercial and profession- tion as we can provide There lS threat of this type, but should The woman who sued for Both these organizations have
al corporations, Business Insur- no reason why underwriters at merely wait on the assured's best $300,000 brought her action for been in existence for many yearsance learned Lloyd's should not provide ran- endeavors to resolve the situa- pain and suffering, but the Medi- Continued on page 55Over 10% is being placed
through one internationally-
known firm of Lloyd's brokers,
with a worldwide reputation for
placing aviation, marine, banking ' *4

and other specialized risks -1- ---- '
This particular broking group

is reluctant to be named because 4 , .%'
''46.' .

 ri 

= 1 -:$

of the "low profile" it feels ¥r .

should be maintained over this
kind of coverage But the group iS

f r-

known to be placing up to $5 mil- 5., AT-lion coverage on any one loss and
$10 million annual aggregate for
multinational organizations f. 1

Rates for the cover vary ac- V
cording to the area in which cov-
ered corporate executives are

*1

traveling, or are located, for their
firms. 2.-4. r

4

111/The basic Situation in the Lon-
don market seems to be that top
brokers are prepared to meet any
requests from regular clients for

.4

kidnap-ransom cover, as a nor-
mal part of their business

But they emphasize that there
..

is no question of "gambling on
human lives , or of having any
dealings with kidnappers so as to J

make extortion demands more
frequent than they already are

TI.-

MOST UNDERWRITERS take
the view that the main purpose in '01'1

&11,
the design of coverage against :5'1: .,1

4
/f

political risks must be to provide
. M.

protection for the assured against A·

any perils excluded from all-risk 311 ...1 -48.

1-0. - ./,1,

policies provided by the under-
writer concerned

, »4,0** '*7 4

Lloyd's feels that knowledge of *4# 5, 1 t. 1-

kidnap policies might increase , -,U.,

the risk / %

any pountr,es directly concerned
But as long as governments of

do not object to this form of
cover, underwriters are now sa- V '+, 2.-,1-I

tisfied that they are right to offer ,

it to those who face such finan- -Z - 41*'... ,
cial risks

.1

L o.ges to underwriters on poll- ..'

cies outstanding are thought to be £-*'all/., 15(

,

•p t-,/wr;AL&-*& r
substantial Many incidents which 1

... t
/r, . .. . + 1 -'

have never made headlines have r- r-* /
4

ended in pay-outs by undercover
negotiators for the corporations r -4

f

.

involved, which in turn lodged
* d

a

->4 .

claims with Lloyd's underwriters,
m qrket sources said

Demand for this class of busi- Abdut mid-July and right after the close of the regular season, local Little
ness, in which many major U S League champions numbering more than 5,000 teams battle for the right to go
firms have shown interest, will
continue to increase as long as to Williamsport, PcE for

the risk of political extortion ex- Twenty years ago, Little Leaguers the Little League World
ists in any corner of the world Series Four regional

The U S domestic market is weren,

participating to an increased ex- t even safe at home plate. winners from the U S. and

tent m the KRE (kidnap/ran- one each from Europe, the
som/extortion) marketplace, Pacific, Latin America and Canada come to play against the cream of their
sources have indicated Indeed,
one authoritative source told bctseball world. The winner of the Little League World Series is truly a world
Business Insurance that an esti- chcmpion in every sense of the word.
mated 50% of current kidnap- In a single summer, more than two million boys, one of
ransom business is being handled
in the U S CNA helped make it every four American eight to twelve year olds, play Little League

Butthe London market, and baseball. They play well. They play hard With the
particularly Lloyd's, will benefit a whole new ball game. most modem safety equipment imaginable. Equip-
if the U S market keeps on ment necessary to insure a young player's safety,
growmg, according to this source,
who suggests that some American yet unheard of twenty years ago. But even when the best equipment is used

CNA/INSUVANCE CNA PLAZA CHICAGO ILLINOIS 60685 CONTINENTAL CASUALTY CO AMERICAN CASUALTY CO NATIONAL FIRE INSURANCE CO OF HARTFORD



Continued from page 54

to protect doctors against pro-
fessional liability lawsuits. But
they are facing rising costs, and
at least one of thern has been

forced to review its arrangements
with corporate reinsurers.

Since 1971 the Medical Defence

Union, with more than 72,000
members, has been reinsured

only with Lloyd's and is respon-
sible for substantial sums before

the benefits of the Lloyd's poli-
cies become available. The

amount outstanding in this con-
nection at the end of 1972 was

$1.2 million. The Union's substan-
tial assets allow membership fees
to be only $60 a year for world-

wide cover except for the U.S.
The Medical Protection Society

has more than 57,000 medical
members with much the same

subscriptions.
***

J. H. MINET. a leading Lloyd's
broker, introduced a personal in-
surance policy covering acciden-

tal death or dismemberment of

airline passengers involved in
skyjackings.

The coverage, which is based
on a no-fault concept, is pur-
chased by individuals traveling
out of Britain on international

flights. The policies are being
sold at desks in Heathrow and

Gatwick airports, lasting for the
duration of a journey.

The coverage, underwritten by
Lloyd's, was added to the perso-
nal travel accident insurance

policies as a re:ult of Minet's
finding that many travelers were
asking whether in-flight insur-
ance covered hijackings, said
John Howes, aviatirn director at
Minet, who noted that these are
personal accident policies.

"There is no question of the

policy being used for payment of
ransonn demands,", he said.

"Travelers or their dependents
retain legal rights to sue airlines
for damages if they are involved

in any catastrophe."

Minet may start offering simi-
lar coverage for sale at Far East
airports, but has no present plans
to enter the U.S. market with the

broader insurance, Business In-
surance learned.

Skyjacking coverage is in-
cluded with other benefits in the

overall policy, and it is not
treated as a special risk. These
policies cover death or injury
while in transit, including any
death or injury resulting from a
hijacking. War risks are exclud-
ed. The policies also provide up
to $250 for miscellaneous expens-
es resulting from hijackings, such
as loss of travel amenities.

***

PAINTINGS STOLEN in the

$20-million art robbery from mil-
lionaire Sir Alfred Beit April 26
have been found sa'ely by police
after checking rented homes in
Cork County, Eire. Insurance
companies who had offered a
$240,000 reward for them refused
to pay ransom demands by IRA

sympathisers. Detectives have

preferred charges of theft against
militant Bridget Dugdale, a doc-
tor of philosophy, who was ar-
rested for explosives and arms
offences in the area.

The paintings include works by
Vermeer, Goya, Velasquez and
Rubens, and were traced to a cot-
tage which the woman had used.
Decisions over who gets the re-
ward will be made later, as
normally police in Britain are not
permitted to receive money for
recoveries made in the line of

duty.
***

MANAGEMENT OFFICIALS

are being advised to control fire
risks more effectively in Britain,
where fire losses last year rose to
the record peak of $440 million.

John A. C. Greenwood, chair-
man of the Fire Protection Assn.
told Business Insurance: "Infla-

tion and the growth in sophis-
tication of industrial processes,
which involve more use of energy,

I.

and safety programs are observed, accidents still can hap-
pen. That's why the Continental Casualty Company, a
member company of CNA/insurance, has continued to
offer "big league protection to Little League teams since
1954. Last year, eighty per cent of the teams took advantage
of Baseball Team Injury coverage.

And four years ago, CNA introduced Protect

America's Youth (PAY), a continuing program actively in-
volved in safety education and special insurance programs
for camps, sports and youth groups. CNA is a pioneer in
developing coverage to meet the needs of the community.
Coverage dedicated to the long term goal of Protecting
America's Youth. The kind of coverage that offers the best
value for every insurance dollar.

Offering such coverage has made us a part of a
growing three and a half billion dollar corporation. Grow-

TRANSCONTINENTAL INSURANCE CO., TRANSPORTATION INSURANCE CO., VALLEY FORGE INSURA

ing because we've got the special skills to write insurance
where others can't. Or won't. For the biggest or smallest
concerns. And the special kind of CNA people and inde-
pendent agents that make it possible. People who write
insurance not to be first. But to set precedents. To go where
insurance never was. Do what insurance never did.

To learn more about how we can help solve your
insurance problems, call your CNA agent. We're listed in
the Yellow Pages.

* GOING WHERE INSURANCE NEVER WAS
I.lilli

INAlinsurance
A PART OF CNA FINANCIAL CORPORATION

NCE CO.. VALLEY FORGE LIFE IN SURANCE CO., CNA CASUAL-TY OF CALIFORNIA.
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are factors which have led to this

rise.

"Need for fire prevention is not
restricted to Britain. The F.P.A.

is expanding its activities in Eu-
rope and elsewhere, and we want
to play a greater role in devel-
oping the concept of fire protec-
tion. But only management can
control its own fire risk."

Chemical plant fires tripled in
damage cost to $30 million, so
special seminars are being held
for the industry to advise on how
to combat fire and explosive per-
ils.

***

MAJOR CAUSES of plant in-
juries are to be checked in a
special four-month campaign
throughout British industry by
the Royal Society for the Preven-
tion of Accident:9.

The society will compile a list

of reasons for many of the 250,-
000 injuries suffered annually by
employes, and will focus risk
management attention on how to
prevent them.

According to its latest survey,
more than 50% of industrial in-

juries among plant operatives
can be blamed on four simple
mistakes which ought to be easily
rectified.

They are respectively: person-
nel falling while at work, people
stepping on, or striking objects,
accidents caused by falling objects
and materials, and accidents
caused in the handling or lifting of
products. The theme of the cam-
paign will be: "Safety standards
must not be allowed to drop." •

Premiums

down 3.8%

for miners
HARRISBURG, PA.-Insurance

commissioner William J. Sheppard
approved an overall 3.8% premi-
um decrease for the Coal Mine

Rating Bureau of Pennsylvlania.
The bureau represents 21 insurance
companies.

At the same time Commission-

er Sheppard announced mine op-
erators will receive a weekly wage
benefit increase to $159 from
$150. If the benefit increase had

not been granted, the commis-
sioner said, the premium de-
crease would have been larger.

THE PREMIUM decrease will

save mine operators about $326,-
000 in 1974.

Most workers will receive a

premium decrease, he explained,
but there will be some increases

in a few of the rates. The largest
increase is 2.48% in the bitumi-
nous mining classification and
the largest decrease is 16.23% in
the surface mining culm and coke
classifications.

"Coal mine operators can real-
Lze even greater savings by set-
ting up and maintaining sound
loss prevention programs. Those
operators with rates based on loss
experience can receive much
lower rates by running safe mining
operations," Commissioner Shep-
par'd pointed out. I

Hall to consolidate
Frank B. Hall & Co. Inc., New

York, said it is embarking on a
program to create a holding com-
pany with four major subsidi-
aries. One subsidiary will be a
retail insurance brokerage corn-
pany with forty branch offices.
Another is the group of specialty
companies providing insurance
services. The third is the interna-
tional division and the fourth

will be the reinsurance division,
which will be expanded.
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Attorney foresees subrogation in
work comp broadening exposures

LOS ANGELES-Subrogation,
the legal right of the employer
and his carrier to sue to recover

funds paid out in settlement of
a workmen's compensation case,
could eventually result in a vast-

ly broader base of exposure in
these cases, according to Herbert

Lasky, an attorney who spoke
here at the Accident Prevention

Symposium.
He said the California Labor

Code details a variety of methods

which an employer or workmen's
compensation carrier can use to
recover losses in workmen's comp
cases if it can be proven that the
accident was the responsibility of
a third party.

"IF IT SHOULD happen that an
employer had no accident except
those which were shown to have

been caused by a third party that

employer can boast an accident-
free record in workmen's com-

pensation cases," he explained.

For this reason, he said, it is

vital that employers instruct
workers who investigate accidents
to write accident reports that

take note of product claims that
can be used in subrogation cases.

Mr. Lasky further noted that
under the law of strict liability,
the only type of contributory

We insure Lance Larson's comic book printing plant.
Think what we can do for you.
For more than 20 years, Grain Dealers
Mutual has designed complete packages
of property and liability insurance for
all kindsof businesses. Even the unusual.

We can customize insurance protection
for your particular business that provides
maximum coverageatminimum cost. We
tailor a plan that offers you just the

coverage you need. No more. No less.

If you think your business is something
special, talk to your Grain Dealers agent.
He'll build the best protection you
can buy and could save you money
in the process.

For the name of your nearest Grain Dealers
agent call collect 317-923-2453. We innovate.
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insurance compong
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negligence which could prevent
an employer or his carrier frorn
recovering occurs if the third
party can prove that the em-

ployer willingly assumed the risk
that resulted in the accident in

question.

THIS IS NO simple task, the at-
torney indicated. "It means that

the third party must prove that
the employer was aware of a spe-
cific defect and that that defect,
in turn, created the danger that
resulted in the injury.

"The employer's knowledge of
product claims can be crucial in
these cases," he underlined.

Outside of cases involving sub-
rogation, Mr. Lasky speculated

t

that CAL-OSHA may eventually
eliminate the charge of serioug
and willful misconduct that can

be made against an employer in
workmen's compensation eases

"because of the agency's require-
ment for posting of information
to employes and otherwise facili-
atating the investigation of em-
ploye complaints."

This could make the claim that

an employer knowingly main-
tained unsafe conditions virtually
obsolete, he contended. •

Doctor fees

to rise slowly
after controls

CHICAGO-Ned F. Parish, pres-
ident of the national associa-

tion of Blue Shield plans, said he
believed physician fee increases
would be held down through vol-
untary efforts after wage-price
controls were ended April 30.

"Our actuaries are expecting
physician fees to increase 4% to
5 % on an annualized basis," he
commented. "We know this is

less than what others are predict-
ing, but physicians are being asked
to show self-restraint, and we be-
lieve they will."

MR. PARISH said the Blue

Shield plans are offering their as-
sistance to medical organizations
and added, "we believe that physi-
cians will work with us to achieve

our mutual goal of containing the
cost of medical care within reason-
able limits."

Congress' lifting of the wage
price controls was welcomed by
the health care community "as

well as most other segments of
society," the Blue Shield presi-

dent stated. Physicians' fees are
now expected to undergo "an ini-
tial round of increases" but he

added that "we expect them to
level off during the course of the
coming year."

The expected jump in fee lev-
els is due to a doctors' restricted

fee increase of 2.5% under the

Economic Stabilization Act, Mr.
Parish noted. Inflation in gener-
al, he observed, climbed at a

much steeper rate during the
wage-price controls.

KEEPING DOWN the fee in-

creases will be no easy feat, Mr.
Parish added. "In effect, the de-
mise of the Economic Stabilization

Act will lift the lid on a Pandora's
box of economic unknowns that we

must now deal with."

A spokesman for the American
Medical Assn. told Business In-

surance that it too has recognized
the impending problem of con-
trolling the increases in physicians'
fees without wage-price controls.

"We have urged 'take it easy,

you guys,' in our statements, the
AMA spokesman quipped.

According to an AMA publica-
tion, doctors are being asked to
raise their fees, if they must,
using the consumer price index

as an inflation guideline. Last
year's consumer price index re-
flected an inflation rate of 8.8% •

FMIC sees commercial

mortgage cover growing

FMIC Corp., Greensboro, N. C.,
said its programs for commercial

mortgage insurance have been
growing, with lenders and pur-
chasers of all types of commer-
cial and industrial properties-
shopping centers, free standing
commercial buildings, factories,
warehouses, hotels and office

buildings-now insuring their
rnortgages.
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Nationalization idea spurs insurance competition
TORONTO--Although the On-

tario government here has said
it presently has no plans to na-
tionalize the insurance industry,
Claude Bennett, the provincial
minister of industry and tourism,
suggested last week that even the
vague threat of a potential take-
over seems to inspire private car-
riers, agents and adjusters, to
improve the competitive pricing
and efficiency of services.

Mr. Bennett, a licensed though
presently non-practicing inde-
pendent insurance agent, noted
that "the province,of Ontario
considers itself... among the
most progressive jurisdictions in
the insurance industry in North
America. He made his remarks at
the 12th annual American Socie-

ty of Insurance Management con-
ference last week.

"It appears possible, for exam-
ple, that within the next year
there may be no-fault automobile
insurance here," he said, noting
that no-fault has the backing of
the Ontario law reform commit-
tee.

A FORM OF limited· no-fault

presently pays a death benefit of
$5,000 to the surviving spouse
and an additional $1,000 to each
dependent under age 18, he
added, with total disability pay-
ment up to $70 a week until the
injured person can return to
work.

Although auto insurance is not
legally required, about 95 % of
Ontario's car owners are insured,
with over half covered in excess

of $100,000 and another 35% to
40 % with $200,000 coverage, he
noted. Drivers without insurance

must pay $40 to a provincial fund
when they purchase or renew

Val-U-Guard

raises limits

3% quarterly
SAN FRANCISCO--A new

connrnercial property endorse-

ment was developed by Fire-
man's Fund American Insurance

Cos. to keep policy limits "in step
with inflation" and to eliminate

coinsurance clause penalties.
Called the Val-U-Gard en-

dorsement, the new program au-
tomatically increases policy limits

by 1 % to 3 % quarterly and can-
cels out the coinsurance clause to

provide 100% payment of all par-
tial losses.

"If an insured buys a policy
with the typical coinsurance

clause," explains Fireman's Fund
vp Richard C. Carniglia, "he has
to keep coverage to the percent-
age stated in the clause, which
could be 80, 90 or 100% of the ac-
tual value of the property.

"If he doesn't," Mr. Carniglia
pointed out, "payment of partial
losses will be reduced propor-
tionately. That could work a
hardship for the policyholder
who can't order larger policy
amounts every few months during
periods of rapid inflation."

The Val-U-Gard endorsement

does this automatically. Mr. Car-
niglia believes it is the only prod-
uct on the commercial market that

combines all the features needed

to do the job successfully.
The insured and the underwrit-

er must establish three values
when the new Fireman's Fund
endorsement is issued: value of

the insured property; ratio of in-
surance to value; and the quar-
terly rate of automatic policy
limit increases (between 1 % and
3 %) to keep up with the rate of
inflation. I

their licenses, he added, with
money from the fund used to'
reimburse up to $50,000 the vic-
tims of uninsured vehicles in
cases where the driver is unable
to pay. That driver's license is
then cancelled until he makes a
satisfactory arrangement to pay
the fund, Mr. Bennett said.

Any person with a driver's li-
cense can get insurance in Ontar-
io, with all insurance .companies
subscribing to an assigned risk
facility for substandard. risks, he
noted.

"The same is true of fire in-

surance coverage, although haz-
ardous areas and some classes of

risks warrant a higher premium,"
he added.

Mr. Bennett cited agents' de-
clining commission percentages
especially in auto insurance as an
example of the new competitive

f?-

spirit in the industry, with "the
commission on auto premiums
reduced from 25% to 12.5% and
in some cases down to 10% in the

last 25 years, due largely to in-
creased costs in material and

labor and higher demands in
court settlements."

AS A RESULT of public support
for faster claims processing, ad-
justers now contact insureds and
claimants within hours instead of

days, Mr. Bennett said.

"In the past year, the agents'
association has been setting up a

consumer liaison telephone line
in major centers throughout the
province to provide free, pro-
fessional insurance advice," he
noted. "It is somewhat similar to

legal aid but it is different in a
very important aspect-it is con-
ducted within an industry."

E 8*
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Each major community also
has within its local insurance or-

ganization a consumer liaison
committee which will follow

through on the insurance prob-
lems called in on the telephone.

Because of the challenge of na-

tionalization, "now more than
ever, companies, agents and ad-
justers must offer the best of ser-
vice at competitive rates or the
consumer will demand that the

government take action," Mr.
Bennett concluded. •

PRITCHARD & BAIRD, INC.
REINSURANCE

FACULTATIVE AND TREATY

299 MADISON AVE., MORRISTOWN, N.J. 07960

3550 WILSHIRE BLVD., LOS ANGELES, CA. 90010
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letters
Cintinued from page 22
from our office.

The assertion that our partici-
pants somehow represented the
cream of the crop is simply not
true. As an example, 21 % of the
Fortune 500 companies responded
to our survey, and that 21 % sam-
ple included 18% of the com-
panies in that listing that

operated in the red in 1972, and
that 18% accounted for 26 %of

the total red ink involved. Other

checks indicate that the 1973

Wyatt sul vey included a propor-
tionate share of losers as well as

winners. lt is not true that com-

panies in receivership are

excluded per se from the survey
-we have means of communi-

eating with the receivers and as
a matter of fact one of the major

bankruptcy situations has re-
sponded to our 1974 survey, now
in process.

The statement that our ques-
tionnaire may have been com-
pleted by someone unaware of
claims made is an insult to the

principal financial officers of the
participating firms, to whom the
questionnaires were mailed, and

the risk managers to whom these
questionnaires were most fre-
quently referred. I am sure that
Mr. Pachner is aware that the

D&0 policy covers claims made
during the policy term, and not
occurrences taking place during
that term. Our survey sought in-
formation on the same basis, and
surely the principal financial of-
ficer and the risk manager would
be aware of claims made, even if
not aware of an occurrence

which may give rise to a later
claim.

It is true that there is a long
tail to pay out on D&0 claims,
leading to difficulty in establish-

ing reserves. As a matter of fact,
this slow payout means greater
profitability to underwriters. As-
suming a 6% inve tment retut n,

the payment of 25 % of the pre-
mium in taxes, commi ·sions and
underwriting expenses at incep-
tion of the policy, and the pay-
nnent of 75% of the premium in
losses and adjustment expenses
spread out evenly over the six fol-
lowing years, underwriters would
make a 19% profit on a combined
loss and expense ratio of 100%.

IN ANY EVENT our survey re-
port did not attempt to determine
the past loss ratios of underwriters.
That is information which only
they can determine, and which
they still have decided not to re-
lease. Our projecticns were

aimed at determining the loss
ratio projected by the average
premium levels reported on cur-
rent policies, loss frequencies,
and average ultimate level of loss
cost. We felt that corporate exec-

utives are much more interested

in the propriety of current pre-
mium levels than in past his-
tory of underwriters. By Mr.
Pachner's own letter, he admits

that underwriters substant'ally
increased rates in 1969 and have

experienced favorable (undis-

closed) loss ratios since then. If

premiums are now reduced by
competition from new markets,
an appropriate balance will have
been restored.

I share Mr. Pachner's view that

cut-throat competition may re-
sult in market instability. One of
the best means of avoiding such
cut-throat competition would be
by such influential brokers as
Mr. Pachner joining in pressing
for underwriters to release ap-
propriate loss data, again without
violating confidences by refer-
ence to individual cases. Then the

market can properly judge cor-
rect premium levels.

The release of aggregate loss
and premium data would not be

elgy
0086 08

#9 e $6 ,»est

orofessioneration

A

1,11 21 11building contra
every aarchitect

THE VIKING CORPORATION

HASTINGS, MICHIGAN 49058

Iv" Call the Viking Sales Department for immediate information. (616) 945-9501

of signi ficant value to plainti ff's
attorneys as alleged by under-
writers, or at least it would sure-
ly be of far less value than the
effect on the public climate of the
scare tactics of many brokers and
companies in selling D&0 insur-
ance.

A better course than truly
drastic further cutting of D&0
premiums would be the develop-
ment of clearer and more defini-

tive policy wording, and such
improvements in coverage as a
counterpart to the superseding
suretyship provision found in fi-
delity bonds, so that an insured
who has an incurred but un-

discovered claim situation can

change carriers without losing
coverage for that situation. We are
cheered by Mr. Pachner's en-
couragement to accumulate more
data on a broader base in the cur-

rent and future surveys, and hope
he and other brokers will encour-

age their insureds to supply that
data.

Warren G. Brockmeier

The Wyatt Co., Chicago, Il.

Mr. Pachner replies: I note that
Mr. Brockmeier has elected not to
comment on the weak statistical

base of the 1973 Wvatt Survey
loss ratios-premiums taken from
iess than 300 policies, Zosses form
50 claims with 585 of those svn-
thetically accelerated from re-
served to paid status-s the net
result of 6 438 inquiries. I also
introduced. for the first time, an
(unofficial) indication of London
market D&0 loss ratios on older

and more matured claims, point-
ing out that a period which ini-
tiallv seemed profitable (1963-68)
eventually deteriorated to over
1009 loss ratio.

I was mistaken in another part
of my letter, and readily admit

1IlkmeiterTII availaMetozin,the survey mailing, which Mr.

 clearly promises confidentiality
' Far front being a false premise

going to the heart of my remarks,
as Mr. Brockmeier would like to

believe, it partiallv affects only
the "arguendo" portion of my let-

ter, which points out that even if
the statistical base were credible,

the survey answers relating to
claims would be unrealistically
lOW.

I suggest that for the 1974

survev, the questionaire itself

should also contain the confiden-
tiality niessage. In anv event, I
doubt that directors or officers
will consistentlv agree to docu-

Inent claims made against them
for survey purposes.

To ans,i,er the various otheT

points raised could prove more
diversionarg than informative.

Like early evening election re-

turlts, the 1973 Wyatt Survey pro-
rided the best information avail-
able at the moment, but conclu-

sions based on such meager re-

turns should not be taken as gos-

pa.

Acquisitions reported
Robinson-Conner Inc., Erie,

Pa.-based insurance agency, said
it purchased Insurance Interna-
tional Inc. in Pittsburgh, and will

operate it as a wholly-owned
subsidiary. Insurance Interna-

tional and Thomas McCaffrey
Co.. another Pittsburgh agency

owned by Robinson-Conner, will

merge their operations.

Resolute Insurance Group, Hart-
ford, Conn. based subsidiary of
Triumph American Inc., said it
acquired two general agencies
in Fayetteville, N.C. Triumph
American is an insurance holding
company. The agencies acquired
were United Underwriters Inc.

and Universal Insurance Service

Inc., previously owned and oper-
ated by E. Bruce MacFadyen.



Regulatory changes...
Continued from page 28
have very small examination

staffs... they might not be able
to participate in exarninations of
out-of-state insurance com-

panies. The large states with
more people available for exam-
inations of out-of-state com-

panies will have more input than
the small states," he noted.

He believes another recom-

mendation of note in the newly-
released report in that there be
established a system of indepen-
dent reporting by reviewers. Mr.
Bell is also in favor of the recom-

mendation that costs of examina-

tion be covered by assessments lev-
ied on domestic insurance compa-
nies being exarnined, rather than
assessments on both foreign and
domestic firms.

MeKINSEY & CO. found that

only 44% of the states analyze fi-
nancial statements of insurance

companies in a systematic way.
"Although the NAIC early-warn-
ing system for property-liability
companies has been designed to
help fill this gap, only 4 % of the
state insurance departments use
it as a primary tool and 73% use
it infrequently or never."

One of the areas particularly
lacking in the present system of
examinations is analysis of un-
derwriters' reinsurance agree-

ments, the consultants found.
And reflecting recent trends

toward conglomerate and holding
company acquisitions of insur-
ance companies, MeKinsey found
that few commissioners are satis-

fied that their statutory authority
is adequate to cope with holding
company problems such as:

• milking of the insurer by the
parent firm through dividends or
exchanges of assets;

• use of the insurer's funds or

credit for questionable purposes;
• short-term transfer of assets

to conceal financial difficulties.

McKinsey & Co. suggests that
primary responsibility for finan-
cial condition surveillance should

rest, as in the past, with the dom-
icile state. Primary responsibility
for market conduct surveillance,
however, "would rest with each
state with regard to both foreign
and domestic companies in its

own market," the report stated.
Among the market conduct

"problems" which McKinsey
would like to see regularly dealt

Loews bid

for CNA
CHICAGO-The Illinois de-

partment of insurance scheduled a
hearing for Thursday, June 6 to
consider Loews Corp.'s application
to acquire a majority interest in
CNA Financial Corp.

The hearing, to be held in

Springfield, is in answer to an
application by Loews to acquire
20 million CNA shares through a
tender offer to shareholders.

Fred Mauck, director of the in-
surance department, said the hear-
ing will determine if the effect of
the acquisition:

• would be to substantially less-
en competition in the state;
• might jeopardize the financial
stability of CNA or prejudice the
interests of its policyholders;
• would result in a material

change in CNA's business or cor-
porate structure or management
which would be unfair or un-

reasonable to policyholders and
not in the public interest;
• would result in control of CNA

by persons whose competence,
experience and integrity are in
the best interests of the policy-
holders and the public. •

with are unfair sales and adver-

tising practices which would

include misrepresentation of pol-

icy benefits, terms, or conditions
by failing to disclose limitation,
exclusions or reductions.

Another market area needing
checks is unfair underwriting
practices, which would include
discriminating unfairly in the se-
lection of risks, failure to give
adequate notification for cancel-
lations or nonrenewals, and fail-
ure to make premium refunds in
accordance with the policy,
MeKinsey recommends.

Unfair rating practices is a
third area of conduct in the

marketplace needing surveil-

lance, the consulting firm out-
lines. Complaints to be checked
and administered in this category
would include charges of rates
different from those filed, and
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discriminating among individuals
in the same class in determining
dividends or in payment of divi-
den(is.

The fourth area of market con-

duet to be scrutinized would be un-

fair claims practices by

underwriters, including misrep-
resentation of claimants' rights

under the policy, underwriting at
the time of claim, forcing legiti-
mate claims to litigation and
pressuring claimants to accept
prompt but unreasonably low
settlements.

KEY ELEMENTS of the rnar-

ket conduct surveillance system,
which McKinsey & Co. foresees
could be a primary indicator of
fundamental trouble in an insur-

ance company, would be a com-
plaint analysis system coupled
with a system for scheduling tar-
geted field examinations which
are tailored in scope and depth.to
the nature of the problems being
checked.

Examiners should particular.y
watch for companies with a high
number of complaints in relation

to their size, specific lines of
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business with a high incidence of
complaints and, overall, the most
frequent causes of complaints,
MeKinsey suggests. 0
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Compromise bi//...
Continued from page 12
weighted vesting rule such as the
Rule of 50 "because it benefits
the older workers who need it
rnost.

"The alternative rules pro-

posed, including the Senate rule
(which requires 100% vesting
after 15 years, with 25% vesting
after five years) tend to waste
pension dollars by providing
vested sums to young people,
who don't need them and won't

use them for pension protection.
He said the three alternative

vesting proposals in the House
bill had the net effect of weaken-

ing the vesting standards "by al-
lowing a plan to choose the least
costly, and therefore least effec-
tive rule."

The administration has some

deep concerns about the effects
of portability, although Mr. Hays

says there is "no true portability"
in the Senate bill.

"No provision allows or re-
quires transfer of unvested pen-
sion credits between jobs. What
is allowed is such transfer, on a
voluntary basis, of vested credits.
This can be done under current
law.

"As a voluntary system, the
portability of provisions are rela-
tively harmless and would be
very little used. They do, howev-
er, set up a new bureaucracy and
may become the entering wedge
for true portability."

BUT WITH THE myriad types
of retirement plans now in exis-
tence, "mandatory portability is
unthinkable unless some kind of

rigid conformity is imposed upon
the system. We do not want to see
that day come, for the ability to

tailor retirement plans to the par-
ticular needs of the particular busi-
ness is one of the private retirement
system.

"We oppose the portability
provisions. We are pleased that
the House has decided to strike

this title and we hope the con-
ference will follow suit.

He said the administration is

also "strongly against" the termi-
nation insurance plan in both the
House and Senate bills.

"This is really business failure
insurance. We have studied this

subject, we believe as carefully
as anyone has, and despite the
superficial appeal of termination
insurance, every scheme we have
seen or been able to devise suf-
fers from incurable defects.

"The central issue is whether

losses on plan termination will in
the last instance rest with the in-
surance fund or with the em-

ployer. If you make the employer
liable for such losses, this will
help pro:ect the fund from abuse,

but it will saddle the employer
with a liability he and his credi-
tors never expected or bargained
for.

"Booking of this liability may
trigger default clauses in trust
indentures and loan agreements,
precipitating employer bankrupt-
cies and the very losses of pension
rights we work to guard against.

"WHAT IS THE answer to loss-

es of vested benefits on plan
terminations? First, better funding
and fiduciary standards, vigorous-
ly enforced. Second, we should
face the fact that the real problem
with plan terminations is not that
an employe doesn't get a certain
level of pension benefits. ... The
real problem is that the employe
in a defined-benefit plan has
been led to expect a fixed level of
pension. He may not read, still
less comprehend, the fine print,
under which pensions are paya-
ble only to the extent funded,
and under which a particular
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order of priorities for payout on
termination of an underfunded
plan is provided.

"Despite all this, it is now clear
that we're going to get some form
of termination insurance. Thus
for the first time, the price of set-
ting up a defined benefits plan is
not merely the deposit in trust of
the actuarially-computed amounts
expected to be necessary to meet
the pension promised, but the em-
ployer's underwriting, in effect, of
the stock market, assuming per-
sonal liability for the pensions ex-
pected by his employes.

"We hope this will not lead to
trouble, but we are aprehensive
about what can happen in the
event of a serious economic de-

cline, with stock values tumblin
and employers in economic dif-
ficulties.

On fiduciary standards, the ad-
ministration prefers the Senate
version which bans self-dealing,
as opposed to the House bill,
which allows them if considera-

tion is adequate.
"This is too much of a license

to cheat, since there is no fool-
proof way to value such assets as
closely held corporate stocks or
real estate."

Shortage...
Continued from page 49
about 5 % late last year, and are
holding to the reduced rates.

"Other states have talked

about it, and some commissioners
have written letters suggesting
that insurers reevaluate auto in-

surance rates, but as far as I
know, none has actually ordered
rates down," Mr. Caldwell said.

The insurance industry repre-
sentatives on the task force's ad-

visory committee have indicated
that one reason the fast track

monitoring system should be dis-
banded is that there are antitrust

implications in such close cooper-
ation by competitors. To this
argument, however, Mr. Caldwell
reacted that "as a commissioner

and as a lawyer, I do not feel that
there is any need for concern
about antitrust because we are

endeavoring to obtain informa-
tion necessary to regulat@ the in-
surance industry. They (members
of the advisory committee) are do-
ing this at the direction of the com-
missioners on the special task
force, not of their own free will."

HOWEVER, in a letter sent to
all state commissioners, Mr. Cald-
well said the task force advised

the advisory committee that it
will consider any legal memoran-
dum submitted which deals with

this topic.
The insurance industry com-

mittee told the task force in its

lengthy report that individual
state rate refulatory authorities
should not utilize the effects of
the gasoline shortage, which it
contended has ended, as a basis
for auto insurance rate reduc-
tions.

"While we concur... with the

observation that the report can-
not serve as a foundation for es-

tablishing future rates, we do not
believe the gasoline shortage has
ended or that an individual
commissioner should not consider
the shortage as a relevant factor
in discharging his rate regulatory
responsibilities," Commissioner

Caldwell noted as the reaction of
the task force to that statement. •

Marsh & Mclennan

opens in New Zealand
Marsh & McLennan Interna-

tional Inc. opened an office in
Auckland, New Zealand. The
branch will specialize in risk
evaluation and loss prevention,
general insurance services, em-
ploye benefits and actuarial ser-
vices.



Benefit tax slants

Court rules employe contributions
to pension funds taxab/e income

By JOSEPH S. ROBINSON
Attorney-at-law

SUPPOSE EMPLOYES are

asked to kick in a percentage of
their salary to their pension
which is aut6matically deducted
from their paycheck. The em-
ployer matches the contribution,
dollar for dollar. Query: Are the
withheld portions of employes'
salaries currently taxable to the
latter? The IRS claims it is. But

the employes feel otherwise. So
the matter is thrashed out in

court. Incidentally, the employes

just happen to be working for the
Internal Revenue Service.

The court rules that IRS em-

ployes must include these with-
held amounts in their current

year's incorne even though such
amounts are not actually or con-
structively received. The court

disagreed with the taxpayer's
contentions that the mandatorily
withheld portions should be

treated the same as employer
contributions to the plan (which
are not taxable).

On the basis of existing statu-

tory provisions and relevant case
law, the court concluded that the
withheld salary paid into the re-
tirement plan is includable in an
employe's compensation for in-
come tax purposes.

SICK PAY: The IRS is having
second thoughts about its position
that disabled employes can take
the $100-a-week tax exemption
only until they reach the early
retirement age set by the em-
ployer. Up to now, the govern-
ment would fight a disabled
worker who insisted upon the ex-
clusion until mandatory or nor-
Inal retirernent date. However,
since several courts have agreed

with the employe, the IRS seems
to be persuaded and will probably
go along with the $100 per week
tax shelter on disability benefits
received between early and nor-
mal retirement ages.

IN A PREVIOUS ISSUE, we
reviewed Rev. RuL 73-338 in

which an employer purchased an
existing insurance policy from
the ernploye for its cash surren-
der value and transferred it to

the pension trustee as part of the
employer's required contribution
to the plan. When · the employe
died, the insurance proceeds were
paid to the truste6 who in turn
turned it over to the insured's

widow. It was decided that the

transfer-for-value rule did not

apply and the death benefits es-
caped income tax to the benefici-
ary.

Now we have a variation of the

fact pattern wherein the employe
directly assigns his life insurance
policy to a profit-sharing trust as

City appeals verdict
Because it would be paid from

the city's self-insurance fund, San

Francisco city Attorney Thorn-
as M. O'Connor plans to appeal
the largest verdict ever awarded
against the city for a Municipal
Railway accident, a record $1.75
million given to former school
teacher Anne Tagore. A superior
court jury voted in favor of Mrs.
Tagore, a 36 year-old Phi Beta
Kappa graduate of Southern
Methodist University, who al-
legedly was "left mentally in-
competent" after she was struck
by a Muncipal Railway bus while
she was crossing Market St. in
1971.

a voluntary employe contribution
permitted by the plan. The death
proceeds of the policy continued
to be payable to the employe's
beneficiary with the cash surren-
der value going to the employe
upon retirement or termination
of employment.

The IRS holds that, here too, the
transfer of the employe's policy

was not for valuable considera-

tion within the meaning of the
tax law. Reason: The insurance

proceeds were payable to the em-
ploye's designated beneficiary as
before. So there was no signifi-
cant .change in the beneficial
ownership of the life insurance
policy, warranting a change in
the tax-free status of the pro-

ceeds. (Rev. Rul. 74-76).
A profit-sharing plan can

provide that upon retirement, a
participant may have his account
turned over to him in two parts-
half in a lump sum and the balance
in periodic annual installments.
The trouble is that such a method

of payment can deprive the retiree
of a valuable tax break. This was

demonstrated by one situation in
which the IRS denied capital gains
treatment for the lump sum pay-
ment because only half of the

total amount was paid in one
year-the balance being left in
the qualified trust for future dis-
tribution. In order to be entitled

to capital gains treatment, the
trust must distribute the entire
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account in one year. (Rev. Rid.
72-242).

Capital gain treatment could
have been preserved for at least
part of the payout if handled a
little bit differently. The key to
the above ruling appears to be

the retention by the trust of a
portion of the participant's ac-
count. Therefore, if the trust pur-
chased a commercial, nontransfer-
able annuity with one-half the ac-
count and handed over the balance

in a lump sum, there would no
longer have been an account bal-
ance held by it. So with a slight
variation capital gains could
have been achieved for the

lump sum distribution. (Rev. Rus.
65-267). •
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Growth of 'pups'...
Continued from page 45
missioner noted that "it was fair-

ly clear that on the average, com-
pany profit and loss ratio, under
the income tax statute would pro-
duce less revenue for the state

than a premium tax."
The commissioner said he isn't

sure "if pup carriers are detri-
mental to the public."

HE DID STRESS, however,
that "it's up to legislation to close
the tax loopholes." It is a legisla-
tive matter and not a regulatory
one, he added.

As long as pup carriers keep
their books in Wisconsin or re-

ceive permission from the com-
missioner to move them, pups are
granted domestic status.

However, he added that if the
books are not kept there, it gen-
erates a problem of sorts.

"We have been doing this case
by ease under the provision of
the rehabilitation and liquidation
statute. One ground under the
statute allows liquidation of a
company if the company has re-
moved books and records from
the state without the commis-

sioner's permission," Mr. DuRose
said.

CALIFORNIA'S insurance com-
missioner said, "We don't have
laws favoring pup carriers, which
were actually set up to circumvent
the premium tax law. We tax our
domestics the same as foreign,
2.35%."

In Michigan, the only com-
panies granted tax exemption are
those who have their home of-
fices there "as defined by the
insurance department," according
to Michigan's chief deputy, Bob
Rowe.

He said that "We want insur-

ance companies to come to Mich-
igan, but we want them to be real."

New York seems to be experi-
encing the opposite problem than
the other states surveyed.

Insurance companies have been

If youre cultivating new lines ...
look al a leadee f f

-

All-Star Insurance Corp. is a lead Br i 7
pioneering innovative domestic ex-
cess/surplus coverages working th-iug-1
an experienced corps of ge,ercl
agents.

All-Star has developed a reputatio, fcr
skilled underwriting; ability to package
property and casualty risks, and fast
claims service giving agents and bro-
kers a competitive edge.

All-Star is ready to serve your needs
maintaining a tradition of quality and
reliability in a rapidly changing eco-
nomic environment.

4

Look at a leader ALL-STAR INSURANCE

Contact A-Star today.  5401 N 76th Street PO Box 2917 Milwaukee Wis 53218CORPORATION
The domesfic company #hot specializes in excess/surplus risks.

(414) 466-8300 CABLE: ALLSTARWIS MILW TELEX: 2-6879
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making quick exits from the state
due to the high domestic tax put
upon them by regulatory statutes.

Lawrence Monin, first deputy
superintendent, said that "almost
40% of direct premiums have been
deferred out of state" because

domestic companies have been
forced to pay a higher pre-
mium tax than foreign subsidi-
aries.

Originally, the higher tax was
imposed in hopes of raising New
York's tax revenue, but a multi-
tude of property companies have
instead made an exodus out of

the state.

THE DEPUTY said that New

York life insurance companies
were responsible for payment of a
2.25% premium tax and property
companies a 2.58% tax. Foreign
companies pay a lower premium
of 2%.

With hopes of alleviating the
growing problem of exiting New
York companies, Mr. Monin said
that New York is trying a new
approach.

"We'd like to impose an income
tax and scale down the premium
tax," he said.

He added that his state does

have a retaliatory tax, "so most
states are kept down to a uniform
2%." ,

Allstate is

charged with
9 violations

TALLAHASSEE, FL-Allstate
Insurance Co. was charged with
nine violations of state statutes by
the Florida insurance department.

The violations ranged from over-
billing group auto plans to using
unapproved rate schedules.

"Charges of this nature could
go anywhere from a fine to pro-
bation, suspension or revocation
of the license," said Thomas

Brown, assistant insurance com-
missioner. "They've been given a
period of time to respond and

then a hearing will be set."

THE CHARGES ARISE out of
an examination by the insurance
department of Allstate's St. Pe-
tersburg regional office last De-
cember. They alleged that All-
state:

• wrongly classified business-
owned pickup trucks in a cate-
gory that cost more in premiums;

• issued package policies to
small businesses without itemiz-

ing individual rates or providing

a written explanation for the
total premium;

• overcharged employers in
group employe auto coverages;

• used an unapproved rating
schedule;

• charged erroneous premiums
in 41 % of the policies examined,
and erred as well in computation
of premiums for all large liability
policies;

• cancelled policies without
the required 45 days' notice;

• varied rates in policies up to
$1 "in order to coincide with

agents' quotations."
Mr. Brown told Business In-

surance Allstate could be fined

$250 for each occasion when one
of these violations was commit-

ted. If the violations are proven
willful, fines could run as high as
$1,000 each.

A spokesman from Allstate
said the company is making its

own investigation of the alleged
violations, and would respond to

the insurance department when
its study was completed. •
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Business Insurance Is the newsmagazine that just had to be News. Timely and accurate.
That's because it serves the needs of corporate consumers of At Buslnes4 InAurance, wedon't wait for the news to find us

insurance, employe benefits, safety/security and financial services in either We go where it's being macie We Interview the newhmakers
over 16,000 leading U S corporations Executives responsible for And then we report back to ouraudienc e of top
protecting hundredsot biltions of dollars in propertyassets, and management/financial/rskmanagement executives Quick
nearly50million people It's no wonder that corporate consumers o f Irhurance anci

These corporate executives have a big job, and they need all asset conservation Aervices depend on Business In>urance tortimely
the help they can get-especially from a newsmagazine like Business news and guidance And why last year nearly 250 conipanies who
Insurance which reports what'shappening in their field Quick serve their needsadvertised in its pages
Help. Every-other-Monday. No one has to invent Business Insurance It'salready here

Sure, thereare many insurance trade publications which are And it's the perfect place foryou to advertise whether you are an
edited for sellersand underwriters And then there's Business insurance company, brokeroragent, sa fety/security systems
Insurance, the newsmagazine forthecorporateconsumerof manu facturer, consultant, adjuster, appraiser or you provide special
insurance, employe benefits and aiset conservation programs asset conservation services Infact,allwhowant tokeeptheirname

Every-other-Mondaythroughout the year, Business in front of this veryinfluentialaudience
Insurance reaches the three different types of corporate executives For more details, call Don Walsh at (212) 986-5050 ()r write
you see listed in the blue boxes No other publication serves this Business Insurance, 708 Third Avenue,NY,NY 10017

important audience This often Thiswell
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the newsmagazine that just had to be.
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Best total commur ication program awards were presented at the 12th1

annual ASIM con-erence in Toronto to (from left) Richard Harvey of
,* · 1-2-1,2457$1£_ Ptizer Inc , first pI]ce winner, Frank Bradley of Coats & Clark Inc, and

Business Insurance publisher, Alfred Malecki Phil Bamforth of Marsh & McLennan, consultant for Coats & Clark Inc

State draws . 1 •11

up new rules Disavility: surprise killer
for regulating A businessman is disabled 1- is productivity stops But The economic consequences can be even more disas

his living costs-and =he costs of operarng his business- trous than death They can drive a small business to th,
sales and ads continue wall Cred.t is impaired Profits decline Morale drops

SALEM-Prospective Oregon It's called " economic death " I€s always unexpected Accounts and clients drift away Competitors lure awa,
life insurance customers soon often unanticipated by many insirance programs In key emplovees
will be guaranteed detailed in-
formation about their insurance fact, a person betwee . 17 and 44 has Just as great a chance In some cases, the disabled man himself may find hr
purchases and the state insurance of becoming permanently disailed as of dying business interest waning And the company may lacl
commissioner will have the au-

thority to disapprove any insur-
ance advertising material he finds
misleading or deceptive

Weadd assurance to life in anunsure world
The new rules being drawn up

by the state come as a result of

approval by the 1973 legislature
%r-

giving the insurance official wid-
er powers to regulate insurance
sales practices

The law covers all fields of in-

surance, but life insurance is the
first area to have new lules ap-
plied by commissioner Lester
Rawls

A hearing on the life insurance V
-'*t YA

rules is scheduled for late May, at J
4

which time Mr Rawls expects to e 4
4

J /
---

get sorne cornplaints from the life
insurance industry, which has Z=generally been subi ect to less su-
pervision than other fields 714 --.

+ ;,46, 1 ,? f

ONE OF THE rules that Mi

t

-- m k

Rawls is particularly pleased
I

l lit'
with requires a life insurance a

salesman to identify himself to lf'J ': jim.:
I i ...:St'1 I.the prospective customer as an f

--7
I ,

insurance agent
I...

Although lt 15 not a widespread
practice, some insurance sales

,

people use a back-door method of -6
selling insurance by using titles
such as "estate planner," "finan- j

cial analyst," "financial planner," 4.-- t*

"investment adviser" or others
- '1#7

:.:f . 4
that cloud the primary intention 'ZFY;

of selling life insurance /
1 :

It also will be necessary to in- ''C -
3 1 4,

form the customer promptly of
the name of the insurance com -
pany represented

The agent will have to provide
the customer, before or with de-

x*

livery of an insurance contract a
dated written proposal describing
the key elements of the contract

·X' l
%

This includes provisions such as
a suicide clause that would reduce

1 . y / IIi t.:'7.6. ---*4{YR
3,5,the death benefit, the meaning of

and time limit of the incontesta-

ble provision, the face amount of
the basic benefit and separately
stated premiums for each addi-
tional supplemental benefit pro-
vided in the contract

The advertising rules are in-

tended to prevent the use of rrus-
leading or deceptive statements,
and also to prevent use of words r¥ 4

or phrases "the meamng of which
© Continental Assurance Co 1974 ,- - .ts.'1&- r...

Iis clear only by implication or

by familiarity with insurance Free informative brochure> uith no ad emsing our Professional Corporaton, Long Term Disability, A Qiwldied Renremen[ Plan, Your Close Corpoiaric
terminology " Your Sole Pioprierorship, Pre>ellir'g "ot.r Pairnership, Your Key Man, An E,ecunc Incennre Plan
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Awards for the best personalized correspondence went to (from left) Richard Harvey of
Pfizer Inc.; Don Hoy of the First National Bank of Chicago; Mrs. Eugenie Bodenhoff of
first place winner Hunt-Wesson Foods Inc.; and George Heiring of  Hewitt Assoc., con-
sultant for the first cnd second place winners.

of small businesses
the necessary liquidity to buy him out.

What are the options? Not many. Sell to a stranger?
Attempt absentee management? Move a family member
into management?

There is no happy ending to a disability story. But a
Continental Assurance Business Buy Out" program can
help keep the business alive.
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Winners of the benefits communications competition for booklets included (from left)
George Heiring of Hewitt Assoc. accepting for Squibb Corp. and his own firm as con-
sultant; Eileen Kroegher of Equibank N.A.; David Caughlin of first place winner DeSoto
Inc.; and Mary Dougherty or Towers Perrin Forster & Crosby, consultants for Equibank.

CONTINENTAIASSURANCE Co.
A PART OF CNA FINANCIALCORPORATION

l*pjt<.) See Your Independent Agent or the Conrinental Assurance sales office listed in the Yellow Pages
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For any or all, write Richard A. Chatfield, CLU., Dept. 1301,Continental Assurance Co, CNAPlaza, Chicago, Illinois 60685
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Hunt calls for

improvement
in no-fault

OKLAHOMA CITY-The no-

fault bill, passed by the U.S. Sen-
ate this month and now on its

way to the House, is an issue that
has created a lot of feedback. Joe

B. Hunt, insurance commissioner
of Oklahoma, isn't one to keep
quiet when there is something to
say.

"The name no-fault sounds

good," he said, but the "no-fault
plan has some faults." These
faults need to be corrected, if and
when the state of Oklahoma con-

siders the passing of no-fault leg-
islation.''

The Hart-Magnuson bill re-
quires all states to adopt some
form of no-fault legislation by
Sept. 1, 1975 or face immediate
imposition of the federal specifi-
cations (Business Insurance, May
13, 1974).

"Under the plan, what is to
keep the irresponsible driver from
violating laws and causing acci-
dents because they could not be
sued?" For instance, if a drunken
driver runs into your car, you
would have to look to your own

insurance company to pay, the
commissioner said.

"THERE IS nothing in the bill
to keep your company from sur-
charging your costs on an acci-
dent like that and nothing in the

bill to keep the company from
cancelling an insured," Mr. Hunt
added.

"If the federal government gets
into the picture they will be tax-

ing the insurance companies,"
Mr. Hunt said, naming another

problem he sees in the Hart-
Magnuson no-fault bill.

A tax of this sort could do

away with the automobile insur-

ance premium taxes now being
collected by the states, Mr. Hunt
pointed out. Oklahoma, at times,

could not meet their payroll if it
was not for the taxes collected

from the insurance companies,
the commissioner said. I

Murphy Oil sells carrier

to subsidiary's captive
Murphy Oil Corp. recently sold

its captive insurance company,
Enterprise Insurance Ltd., to Men-
tor Insurance Ltd. of Hamilton,
Bermuda. Mentor Insurance is a

wholly-owned subsidiary of Ocean
Drilling & Exploration, 51%

owned by Murphy Oil. The com-
bined capital and surplus of Men-
tor Insurance and Enterprise In-
surance totals $10,062,300.
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Once again, on July 22, the editors
of BUSINESS INSURANCE will pre-

sent their exclusive special issue de-

voted to listing the profiles of this

country's leading commercial insur-

ance agents and brokers.

The profiles will contain valuable in-
formation about the size, scope of
operation, number of employes, in-

come, premium volume and special
services of insurance brokers and

agents who have responded to a spe-

cially prepared questionnaire.

This publishing exclusive-which last
year was an advertising sell out-is
sure to attract the largest number of
buyer/seller readers ever assembled
as an audience of an insurance pub-
lication. The profiles will serve as
reference for buyers, underwriters,
sellers and others for at least one

year, in making it a long-lasting sell-
ing opportunity for your services.

WHO WILL BE READING THIS ISSUE?

• Over 58,000 corporate insurance buyers in the 16,500 most
important U.S. corporations (employing over 44 million workers)

• Over 26,000 insurance agents and brokers

• Thousands of financial, association, union, consultant, and
government readers

This means that thousands of corporate insurance buyers and financial ex-
ecutives will be reviewing these profiles while they are in the process of look-
ing for brokerage services, and thousands of insurance agents and brokers
will be reading their own profiles and those of their competitors. Many other
readers involved in risk management, employe benefits and other asset con-
servation functions will be using this issue as an important buying guide.

Your advertising message-dominant and well directed to this influential
Business Insurance audience-is sure to bring you reader attention and
buyer action.

Remember, the profiles appear on July 22; ad closing July 10.

Take advantage of this invitation to reserve your ad space now.

business insurance
NEW YORK: 708 Third Avenue, (212) 986-5050 *ABP
CHICAGO: 740 Rush Street, (312) 649-5275
LOS ANGELES: 6404 Wilshire Blvd., (213) 651-3710

As angiosarcoma
By VALERIE MACKIE

AKRON, OH.-The seriousness
of the nekvly-acknowledged occu-
pational disease called angiosar-
coma-caused by exposure to
vinyl chloride-is growing.

Firestone Tire & Rubber Co.

recently said an employe's death
in 1969 was found to be attrib-

uted to angiosarcoma. B. F. Good-
rich also said two of its employes
are now living with the disease.

This brings the total number
of occupationally-caused c ases
among plastics manufacturing
workers to 14. The disease is a

rare form of liver cancer, usually
fatal within a year, and related
to the use of vinyl chloride mo-
nomer in the production of poly-
vinyl chloride (Business Insur-
ance, Feb. 18).

In an effort to stabilize the

chemical scare, the Occupational
Safety and Health Administra-
tion (OSHA) issued a temporary
ennergency standard reducing
vinyl chloride exposure to 50
parts per million (ppm) in the
atmosphere from the previous
500 ppm standard. Federal scien-
tists and unions, however, are
continuing to fight for exposure
levels in amounts too small to

measure.

94

SO FAR THE safe exposure
level to vinyl chloride has not
been determined. But laboratory
tests by the Industrial Bio-Test
Laboratories for the Manufactur-

ing Chemist Assn. revealed mice
developed liver cancer when ex-
posed to the 50 ppnn exposure
level.

Two hundred rats, hamsters
and mice were exposed for seven

C.n 3

hours a day, five days a week
for six months. According to pre-
liminary results of the study,
none of the rats or hamsters con-

tracted angiosarcoma.
Six mice died but only two of

the deaths were traced to angio-
sarcoma of the liver. The re-

maining four deaths were traced
to neoplasm.

THE MANUFAC,TURING
Chemists Assn. also sponsored last
surnmer a mortality study of the
vinyl chloride industry by Taber-
shaw-Cooper Assoc. The company
collected information on several
thousand individuals who have

worked for more than a year in
the industry. The. results were re-
leased this month. Dr. Irving R.
Tabershaw told Business Insur-

ance that the study shows "vinyl
chloride may be an agent that in-
duces cancer in multiple areas."
He explained there seems to be
an increase of cancer in the lungs,
brain, lymph glands and even the
buckled cavities (mouth) as well
as the liver.

At least two other studies, one
in Italy and another in the U.S.,
reported that laboratory animals
exposed to vinyl chloride concen-
trations of 50 ppm failed to de-
velop any tumors. But another
experiment to assess prior find-
ings and arrive at a more defini-
tive answer is underway involv-
ing the exposure of 300 animals to
50 ppm.

On the basis of the Industrial

Bio-Test Laboratories' findings,
the ALF-CIO Industrial Union

Department claims there is no
safe level of exposure and they
are pressing for a safe emergency

Continued on page 69
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Jor Our Haws Model 7760-BT

Eye-Wash/Face-
Spray Fountain

special
kind of
Sight insurance.

Damages and claims can shrink with a Haws sight saver on
the job. It floods eyes and face instantly. Safely. Blinding and
disfiguring caustics are flushed away. Injuries and claims
go down. Morale and production go up.
Push sight insurance with our special kind of sight savers,
skin savers, and life savers, too.
It's good insurance for everyone. Write for your catalog today.
Free reprints of this advertisement, for mailing to your
clients, are available.

Haws Drinking Faucet Company, 1443 Fourth Street
Berkeley, California 94710
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EMEREENCY EOUIPMENT
Haws Emergency Safety Equipment:
Eye/ Face-Wash Fountains • Drench
Showers • Decontamination Stations •

Laboratory Units • Freeze-Proof Units
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grows as a work hazard, more employers react
Contmued from page 68
standard of "no measurable con-
centration."

"It can't be done," asserted T. C.
Walker, president of Firestone
Plastics in Pottstown, Pa. I doubt
if any plant in this country could
get their vinyl chloride exposure
level as low as that, he said. "If
they call for a zero standard the
industry will shut down. It's a
wonderful idea, but unrealistic."

THE PLASTICS industry is a
big one. About seven billion
pounds of vinyl chloride resins
and compounds are produced
each year in 37 plants in the U.S.
Some 6,500 workers are poten-
tially exposed to the chemical.

"If the plants are shut down,
about one million people will be
unemployed," Mr. Walker added .

Under the law the National In-
stitute of Occupational Safety and
Health (NIOSH) is required to
issue a permanent standard with-
in six months of the issuance of a
temporary emergency standard.
OSHA is currently collecting all
information on the subject and al-
ternatives to the proposed stan-
dard.

What they are trying to do is
put together an environmental
impact statement on exposure to
vinyl chloride. After the state-
ment is released the public will
have 45 days to comment.

NIOSH recommended that any
employe exposed to a measurable
concentration of vinyl chloride

Fear vinyl
chloride scars
in short time

NEW YORK-With 14 con-

firmed cases of angiosarcoma re-
sulting from long term exposure
to vinyl chloride already known,
including one in England, the
New York Academy of Sciences
heard more bad news this month.

Dr. W. K. Lelbach, of the Univ-
ersity of Bonn, announced that
he suspects that one of his pa-
tients may have developed the
liver disease after only two-and-
a-half years' exposure. The short-
est exposure known to have caused
a confirmed case of angiosarcoma
is six years, with the average at
least 12 years' exposure.

Further, Dr. P. Serk, of the Na-
tional Institute of Arthritis, said
he found that even when dis-
eased workers were removed
from the hazardous vinyl cho-
ride environment, the scarring of
the liver increased. He said he
diagnosed the patients' ailment
through serial biopsies.

DR. H. POPPER of the Nation-
al Institutes of Health said he is
pessimistic about the use of stan-
dard liver function testing to
diagnose the occupational dis-
ease, and urged development of
new methods for early diagnosis.
Dr. Popper, who has studied pre-
cursor symptoms to angiosarcoma,
said he expects that a test for fi-
brosis, rather than a liver biopsy
may be the best method of
detection.

All three, as well as a number
of other international experts,
addressed a two-day conference
on the vinyl chloride hazard and
related occupational diseases,
which the New York Academy of
Sciences co-sponsorded with the
American Cancer Society, the
National Institute of Environ-
mental Health Sciences, National
Institute for Occupational Safe-
ty and Health and the Society for
Occupational and Environmental
Health. •

should wear protective clothing
and use an air-supplied respira-
tor. Air-sampling procedures have
also been recommended.

ANYTIME THE vinyl chloride
monomer (VCM) exposure level
exceeds 50 ppm, employes at
Firestone are required to wear
respirator rnasks, Mr. Walker
said. "We have respirator stations
all over the plant."

A majority of the time Fire-
stone operates without respira-
tors, Mr. Walker pointed out.
OSHA recommended that the
respirators only be used as a
temporary crutch or tool, he ex-
plained.

B. F. Goodrich told Business In-

surance that "we are doing ev-
erything we can to reduce the
vinyl chloride exposure level.
Right now we are considerably
below the required 50 ppm in all
our plants."

Because the exposure levels
change constantly, plastic plants
are in charge of monitoring the
atmospheric content around the
clock. "Soon we will rely on a
permanent measuring instru-

ment, but in the interim we are
relying on personal monitors and
meters," Mr. Walker claimed.

ANOTHER STEP Firestone
took to reduce the exposure level
in their plants was to revise the
vessel venting procedures.

About seven years ago a study
disclosed workers who cleaned

the vessel pots where the chemi-
cal liquid was turned into plastic
suffered from a peculiar hand
condition. Blood vessels and fin-
ger bones took on strange distor-
tions and a tingling feeling
persisted. In an effort to correct
the problem workers received a
supply of air and a body cov-
ering.

Firestone has reduced the need

for employes to enter the vessel
by using high pressure water to
clean them.

Plastics workers who died of
angiosarcoma have averaged about
17 years exposure to the chemical,
Mr. Walker stated.

"We started reviewing our
medical records the day we heard
about the four deaths in Louis-

ville," Firestone's medical ad-
ministrator said.

The same group that checked
out the plant in Louisville asked
to look at our plant in Pottstown,
Mr. Walker said. So the Com-
municable Disease Center, NIOSH
and the Department of Health in
Harrisburg have been looking at
27 years of employe medical histo-
ries. "Since some employes worked
only ten years and left the com-
pany-this is taking a lot of time,"
he explained.

As another precautionary meas-
ure Firestone started a medical

surveillance program in April. All
employes exposed to the chem-
ical receive a pulmonary function,
blood tests, x-rays, and a com-
plete physical with medical his-
tory.

ANGIOSARCOMA is not listed
in the workmens compensation
law yet as an occupational disease
but most state laws give consider-
able latitude as to what is com-
pensable. Goodrich, the hardest
hit in the plastics industry with
five deaths and two living with the
disease, is self-insured. The

amount paid to the beneficiaries
will depend on what the Kentuc-
ky state workmen's comp law was
at the time of each death, a Good-
rich spokesman said.

The 14 vinyl chloride-related
deaths have caused a stir in areas

, IRM
Commercial

Inland Marine

m

other than the plastics industry.
The Environmental Protection

Agency late in April issued an
unusual emergency order halting
the sale of thousands of pesticide
spray cans. The order covers 28
aerosol products that contain
vinyl chloride as a propellant.
The ban covers 19,000 cans in-
cluding: Brulin Bug Bomb, Rex-
all Ant and Roach Killer and

Walgreen Ant and Roach Killer.
In another area, doctors are

trying to determine if meat
wrappers can develop severe
asthma after using polyvinyl
plastic that, when heat-sealed,
produces fumes. Three female
workers developed severe respi-
ratory problems when they began
cutting polyvinyl chloride film
with a hot wire in meat wrapping
operations, doctors reported. •

We offer excellent underwriting
facilities on big inland marine lines
-from $50,000 to several millions.
This rapidly expanding market offers
the alert producer an opportunity to
cash in on extra premiums, while
providing additional protection and
service. You don't have to be an ex-
pert on commercial inland marine.
Contact one of our 17 member com-
panies for information on the types
of coverage available.

IMPROVED RISK MUTUALS
15 North Broadway. White Plains, NY 10601

Atlanta · Chicago · Dallas .Detroit
Greensboro · Los Angeles · San Francisco

CONTACT A MEMBER COMPANY: American Manufacturers • Central Mutual • Consolidated Mutual
Employers Mutual Casualty • Grain Dealers • Indiana Lumbermens • Iowa National

Lumbermens Mutual Casualty • The Lumbermens Mutual • Merchants Mutual · Michigan Millers
Michigan Mutual Liability • Millers Mutual · Pennsylvania L,mbermens

Pennsylvania Millers · Unigard Mutual • Utica Mutual

mims
S.vice"

That'sbeen
Our line
for 50 years

Out West, we've notched up 50 years of professional claims
service. So we've learned the ropes on about every possible situation
in multiple and surplus lines. That's experience.

We've also kept a direct communications line going with the
insurance industry. And we're keeping it that way, for a good, close
working relationship.

And Brown Brothers really covers the territory, with over 50 offices
throughout the seven Western states. Our adjusters know their
area and their business.

Whenever you need experienced, knowledgeable, and profes-
sional claims service, call Brown Brothers. Our lines are open
24 hours a day, seven days a week.

I;s-,7 Our 50th Year serving the West
11* 1 Brown Brothers AcUusters 351
Home Office: 545 Sansome Street, San Francisco 94111- 392-2825.
Ted D. Brown, Chairman of the Board · Vernon Neufeld, President · Orlo Hill,
Vice President • Bob Wills, Vice President, Southern Calif. Regional Supervisor.

TELEX: San Francisco-34-472 • Honolulu-63-4266 · Los Angeles-67-234 ·
Oakland-33-7621 · San Jose-34-6416.

SPECIAL RISK DIVISION, Brown Brothers Adjusters • 611 South Catalina St.,
Los Angeles, CA. 90005-213/487-0800 • 545 Sansome St.,
San Francisco, CA. 94111 License 137-8

1
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dates for buyers
June 2-5: Insurance Accounting and Statistical Assn.'s annual meet-

ing will be held at the Palmer House, Chicago. Subjects will cover ac-
counting, data processing, statistics, management and supervision.
Write E. C. Carlson, Insurance Accounting and Statistical Assn., 406
W. 34th St., Kansas City, Mo. 64111.

June 2-6: Municipal Finance Officers Assn. will have its annual
convention in Las Vegas at the Las Vegas Hilton. Write the associa-
tion, 1313 E. 60th St., Chicago, Il. 60637 (312-324-3400).

June 2-8: National Assn. of Insurance Commissioners annual meet-
ing will be held at the San Francisco Hilton Hotel. One of the issues
will be the effects of the energy crisis on the industry. Write the
NAIC, P. O. Box 3902, Rincon Annex, San Francisco, Ca. 94119 (415-
392-3185).

June 3-6: International Foundation of Employee Benefit Plans will
host a Canadian series of one-day seminars in Halifax, Toronto, Ed-
monton and Vancouver. Employe benefit trust fund problems related
to deliquency in contributions will be the subject, Write the founda-
tion, P.O. Box 69, Brookfield, Wi. 53005 (414-786-6700).

June 10-11: The Society of Chartered Property and Casualty Un-
derwriters' New Mexico chapter is sponsoring a seminar on agency
management, administration and planning, at the Airport Marina
Hotel, Albuquerque, N.M. The program is divided into three sessions:
the agency, the accounts and the future. Write Jim Reed, Society of
CPCU, Box 566, Media, Pa. 19063.

June 10-13: The National Assn. of Insurance Women will meet for

its annual convention in Cincinnati, Oh. at the Netherland-Hilton
Hotel. Write Betty Jean Conley, Public Relations Committee, 4223
Center St., Royal Globe Insurance Co., Omaha, Nb. 68105 (402-588-
3400).

June 13- 14: The American Management Assn. will host a seminar
on how to increase profits through self-insurance, in New York City.
Write AMA, 135 W. 50th St., New York, N.Y. 10020 (212-586-8100).

June 13- 14: American Management Assn. is having a seminar on
product liability, in New York City. Write the AMA.

A

An IAC

appraisal
could lighten

your
insurance

burden

June 4-5: Chicago State University will present a seminar on the
Consumer Product Safety Act: how to protect your products from lia-
bility, at the Pick-Congress, Chicago. Techniques for compliance will
be featured. Write the university, Management Program in Business
Administration, 95th St. at King Dr., Chicago, Il. 60628.

June 11: Huggins & Co. Inc. is presenting a briefing session on
health maintenance organizations in Chicago at the Executive House.
The session will include an overview of HMOs, a description of the
HMO benefit packages and how an HMO is organized. Write Sandy
Middleton, Hay Assoc., 1845 Walnut St., Philadelphia, Pa. 19103.

Both before andaftera loss. An IAC appraisal
places proper values on properties, ruling
out the excess costs of uncollectable over

insurance, the after-loss disaster of under

insurance, and the penalties of coinsurance.

Industrial Appraisal Company. For indepen-
dent. objective, well-supported appraisals
of all kinds of tangible and intangible prop-
erty. Needed to peg insurance costs at a
realistic minimum, and for a multitude of
other solid business reasons. Call one of our

28 offices. Or write for brochure 500.

Industrial Appraisal Company
222 Boulevard of the Allies • Pittsburgh, PA 15222 • (412) 471-2566
New York • Chicago • Los Angeles • Philadelphia & 24 other cities.

Brokers are negative
on federal memo

SAN FRANCISCO-A memo

from the Federal Insurance Ad-

ministrator requiring private
carriers to meet federal stan-

dards for flood insurance has

drawn obj ections from the West-
ern Association of Insurance

Brokers, based in San Francisco.
Federal flood insurance has

been required under the Flood
Disaster Protection Act of 1973,
beginning last March 1, before
federally supervised banks and

people
American Can

dept. revamp
American Can Co., Greenwich,

Ct., reorganized its employe bene-
fits department. E. C. Ecker was
promoted to director c,f benefit
plans from manager of benefit
plans. Don A. Smith was named

benefit operations administrator.
He was formerly administrator of
retirement plans. And John E.

Prescott was named benefits plan-
ning manager. He was previously

administrator of group insurance
plans. Mr. Smith now has respon-
sibility for administering group
insurance plans.

Thomas L. Potter was named to

the newly-created post of corpo-
rate insurance manager for Weil-
MeLain Co. Inc., Dallas. Mr. Potter
was previously with Collins Radio
Corp. for ten years, most recently
as corporate manager of insurance
and retirement. Collins is a divi-

sion of Rockwell International

Corp. Mr. Potter's administrative
post has been eliminated at Col-
lins, and the West Coast regional
insurance office of Rockwell will
now handle those administrative

responsibilities.

William G. Cain joined Kane-
Miller Corp., Tarrytown, N.Y., as
corporate director of insurance in
charge of property/casualty lines.
Mr. Cain was formerly assistant
corporate insurance manager for
Federated Department Stores in
Cincinnati, Oh. No replacement at
Federated has yet been named. At
Kane-Miller, Mr. Cain succeeds
Anthony Ian, who was promoted
within the corporation to another
department.

**8

W. Michael McDonald joined
Instrument System s Corp. in
Huntington, N.Y. as director of
insurance and employe benefits,
succeeding Lawrence Geneen, who
left the company to join Johnson
& Higgins as an account man-
age Mr. McDonald was formerly
assistant insurance manager for
Richardson-Merrell Inc., a spot
which has not been filled. Instru-
ment Systems Corp. is a conglom-
erate with annual sales of $225
million involved in producing en-
tertainment systems for j umbo
jets, and other products ranging
from mattresses to satellites.

$ I

William Burnham was named
assistant insurance manager' for
Textron Inc., Providence, R.I., re-
placing Alan G. Passante who was
promoted to corporate insurance
manager early this year, as report-
ed. Mr. Burnham was formerly
with Marsh & MeLennan in Bos-

ton.

savings and loans can write home
mortgages.

Other construction proj ects or
property acquisitions involving
federal funds are also required to
purchase the federally subsidized
flood insurance protection.

THE BROKERS association

charged that a federal require-
ment that private carrier policies
must be certified by state insur-
ance commissioners before being
acceptable in lieu of the federal
policy, inhibits the spread of pri-
vate carrier flood policies.

Among other things, the fed-

eral standards for flood insurance 1
require that the policies be non-
cancelable and guaranteed renew-
able.

The association said the federal
standards would inhibit broker

efforts to encourage more private
carrier flood insurance policies
that would also include all cata-
strophic natural phenomena, such
as earthquake, landslide, mud-
slide, wave wash and the like.

The federal flood insurance is

sold through designated insur-

ance companies in each state. A total of about 350,000 policies

have been sold, with about 50,000 1
for cornnnercial or industrial ,

buildings. ,
The maximum limit of cover-

age at the present for commercial
and industrial properties is $200,-
000 for a structure and $200,000 for
contents. I

classified advertising
ASST RISK MANAGER-

LOSS CONTROL

Newly created corporate position on
Risk Management team of diversified
company offers opportunity for loss
control specialist to design and im-
plement comprehensive accident
prevention program. Experience in
loss control activities with industry
or insurance company required. Send
resume including job and salary his-
tory to: W. E. Harrell, Personnel
Manager, Royal Crown Cola Co., P. 0.
Box 1440, Columbus, Ga. 31902

POSITIONS WANTED

MANAGER LOSS CONTROL-SAFETY ENGINEER
FULLY EXPERIENCED-AVAILABLE AT ONCE

A good insurance control program can
save you excessive insurance costs

Box 463, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

NON-STANDARD HOMEOWNERS PROGRAM
Non-admitted carrier will appoint general
agents to develop homeowners programs,
Protection will be given to agents with a
volume of this business or a potential to de-
velop. Excellent commissions. Write agency
details to

Box 461, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

Property and Casualty

DIRECTOR NATIONAL ACCOUNTS
Leading insurance organization, international in scope, headquartered in ideal
midwest community is creating a key management and marketing position to
sell large accounts, manage a professional department of 10 and direct the
companies mass merchandising activities.
Exceptional growth and future business plans require that qualified candi-
dates have a flexible and persuasive personal and management style, 10 years
business experience (primarily in the insurance industry) with exposures to
all aspects of property and casualty insurance, a BS degree, CPCU helpful.
If you really want and are capable of a top management position that has
additional growth potential you owe it to yourself to investigate this oppor-
tunity. Send resume including salary requirements in confidence (OUR EM-
PLOYEES KNOW OF THIS AD):

Box 459, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

WANT AD ORDER BLANK
RATES AND CLOSING TIME: $2.50 per line, minimum charge $10.00. Cash with order.
Figure all cap lines (maximum-two) 30 letters and spaces per line; upper & lower cose
40 per line. Add two lines for box number. Replies are forwarded dolly. Closing deadline:
Copy in written form in Chicago office not loter than noon, Mondoy 7 days preceding publi-
cotion date. Published every other Monday. Display classified takes card rate of $21.50 per
column inch, and card discounts on size and frequency.
Moil ads to Business Insurance, 740 N. Rush St., Chicago, illinois 60611.

Number of Insertion *·

Issue data:

Name:

Company:

Addres·

Amount Enclosed $

Clip and Mail This Form To:

WANT AD DEPARTMENT

business insurance
740 Rush St., Chicago, 111. 60611

1



WH lU IS AIU
1SURACE BARGAIIU

IOT A BARGAI ?
Dear Policy Holder:

We regret to inform you ...

We welcome inquiries from any licensed agent or broker. You don't have to be o regular producer to place business with on AIC company

A lot of irate policy holders can
answer that one:

They've discovered that a
low price tag too often is followed by
a fast cancellation.

The reason?

Some companies, frankly,
lack the expertise to write property
and casualty coverage at a rate that
is realistic for the client and for

themselves. Or they lack the stability
to sustain their coverage through
good times and bad.

Bad times like 1971, when
Los Angeles was shaken by an earth-
quake. Or 1972, when Hurricane
Agnes swept across the southeastern
U.S.

Both times, the market for
D.I.C. dried up.

And now, it's 1974. The recent

tornadoes are forcing many compa-
nies to review their underwriting
portfolios. But we maintain our
capacity and our willingness to write
business. Unchanged. With reason-
able and competitive premiums.

That's why more and more
brokers, these days, are placing
their property and casualty coverages
with us. They know we're here today.
And will be here tomorrow No

matter which way the wind blows.
Let us prove it to you. Just

mail the coupon today.

American Home Assurance Company
Commerce and Industry Insurance Company

National Union Fire Insurance Company
Dept. BI054, 102 Maiden Lane,

New York, N.Y. 10005

Please send me more information about your
Property 0 and Casualty 0 coverages.

Narne

Titlp

Company

Adrireqq

City

(PLEASE PRINT)

St'Ate Zip

/F Member Companies of
FIL' / American International Group
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66 Loss runs could helpmycompany more iftheyll
point out whichlocations arehaving whichtypes of losses.

How would Allstate handle that?"

We'll giue you accident reports,
by type, for each of your locations, if thaf s
what you need

Available in most states.

Next time an Allstate Account

Executive calls on you, make sure yiu
talk to him. He's experienced and can
tell you about the innovations we're
bringing to commercial insurance.

Like Allstate's computerized operation
and advanced way of doing things, they
usually mean better, faster service t D our
customers. That's often how we get them
as customers in the first place.

Insurance is as competitive as your
business, so we capitalize on our
advantages.

Extra hustle. An aggressive,
just4et-us-quote attitude. A management
that thinks an insurance company's
service should bend to suit the customer.

And the largest full-time staff of claims
specialists in the business.

And the price? That's right-very
competitive.

But don't take our word for all this.

When our Account Executive shows up,
Lut him to the test.

Ask him to quote.

/Illstate
BUSINESS INSURANCE


