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Bill to revamp ERISA
bolsters states' power

By JERRY GEISEL

WASHINGTON-Compre-
hensive legislation to overhaul the
pension reform law is out of com-
mittee for the first time, but it bears
a provision that could spell major
problems for multistate employ-
ers.

The provision, added by Sen.
Edward Kennedy (D-Mass.) and
Sen. Alan Cranston (D-Calif.),
opens the door for the states to
pass laws requiring employers to
offer certain health care benefits to
their employes.

The Kennedy-Cranston amend-
ment would overturn a series of
U.S. district court rulings that a
section of ERISA preempts the
states from imposing health care
benefit requirements on employ-
ers.

Employer groups had resisted
the amendment. They contend
that the expected hodgepodge of
varying state regulations will im-
pose costly administrative bur-
dens on businesses which will
have to continually revamp their
benefit plans to comply with the
changing state regulations.

But Sen. Kennedy argued dur-
ir-2 debate that the amendment is
needed in lieu of national health
insurance, allowing states to move
ahead in requiring a broad range of

U.S. insurers gauge
computer lease risk
that burned Lloyd's

By STUART EMMRICH
NEW YORK-American under- the field; finding it, however, is awriters are warily surveying the bit of a problem.

damage left by Lloyd's recent fi- Because of the huge losses suf-asco with computer leasing insur- fered bylloyd's since it wrote the
ance, apparently trying to decide if coverage in 1973, insurance com-they should rush in where the Lon- pany officials have been reluctantdon markets now fear to tread. to discuss any action in the area.While approx-

And risk man-imately 60 syn-
agers for largedicates at leasing compa-Lloyd's of Lon-
nies have alsodon grapple
been equally re-with the prob- --
luctant to telllems of settling
competitorslosses on the
where they havecomputer poli- The
managed to un-cies estimated Corporation earth the hard-

at between $220 of to-find insur-million and $230 Lloyd's ance.
million-mak-

Officials ating this "occur- Bank of Ameri-renee" the larg-
ca in San Fran-est in Lloyd's
cisco admit theyhistory-at least some U.S. compa- have found underwriters for leas-

nies are considering picking upthe ing insurance policies for their De-potentially lucrative business cimus subsidiary, but won't say
abandoned by Lloyd's in 1977, who they are. IMG Services Inc. inBusiness Insurance learned. New York acknowledges that it is

Some computer leasing insur- writing "a few" policies coveringance is now available in this coun- the residual value of computers
try, according to several people in Continued on page 54

benefits until a national health in- easier to live with, calls for the cre-
surance plan is enacted. ation of a single federal agency to

After extended debate on the en force ERISA, thus scrapping the
Kennedy-Cranston amendment, current tripartite system of admin-
the Senate Labor and Human Re- istration.

sources Comrhittee approved the A new federal agency, the Em-
ERISA Improvements Act of 1979 ploye Benefits Commission,
(S. 209), sponsored by Sen. Harri- would take over the present
son Williams (ID-N.J.) and Sen. Ja- ERISA-related responsibilities of
cob Javits (R-N.Y.). the Labor Department, Internal

The bill, which its sponsors say is Revenue Service and Pension
designed to make ERISA a little Continued on page 50

Fla. tests wage-loss plan
in new workers comp la-

By KATHRYN J. McINTYRE

TALLAHASSEE-Workerscom-
pensation insurance rates here will
be slashed 15% on July 1 under a
law signed this month by the gov-
ernor radically reforming the
state's workers compensation sys-
tem based on the relatively un-
tested but much heralded wage-
loss concept.

Florida workers injured on the
job after July 1 will no longer re-
ceive compensation beyond that
paid for the time they are forced off

rThe inside story
Group auto sparks
An auto parts distributing firm in Michigan starts an
unusual "true group" plan for auto insurance for its
130 employes. Page 12.

Kennedy tries again
Employers and insurers are drafted into Sen. Edward
Kennedy's latest scheme for national health insur-
ance. Page 23.

Nuclear liability limit
The nuclear accident at Three Mile Island is refueling
the old drive to repeal the $560 million limit on liabil-
ity for nuclear accidents. A hearing in the House is
promised this summer. Page 49.

The people column
page 58

the Job unless they can prove
they've lost wages in their post-
injury work due to the injury. That
means injuries per se won't be paid
for, except in three extreme cases.

Instead, workers with perma-
nent partial disablements will have
toshowtheycan'tearn 85%0fwhat
they did before they were hurt.
Those losing at least 15% of their
pre-injury earnings when they are
"as recovered as they can be" will
get 95% o f the difference between
85% of pre-injury wages and their
new wages.

With this new law, Florida is put-
ting the wage-loss concept into
practice more than any other state
in the country. The new law also
raises benefit levels, overhauls ad-

ministration of the workers com-
pensation system, caps insurers'
profits an annual average of 7.5%
over a three-year period, forces
claimants to pay their own attor-
neys' fees and makes theemployer
responsible for providing rehabili-
tation services to injured workers.

Theseand a host o fotherreforms
in the new law are designed to cut
the high cost of workers compen-
sation benefits and insurance in
Florida ($950 million in 1979) and
to open up the restricted commer-
cial insurance market. Presently,
40% of the state's employers are
stuck in the assigned risk pool.

Florida business interests,
which also convinced labor to
lobby for the new law's increased
benefit levels, pushed a reform

Workers compensation was
worked over by the Florida legis-
lature more than any other issue
in recent years, says Rep. Bill Sa-
dowski.

measure through the legislature.
"This issue received as thorough

a working over in this legislature as
any in recent years," observed

Continued on page 56

Insurers and FAA pool funds
to pay claims in mid-air crash

By JOHN MAES

WASHINGTON-A multimil-

lion dollar pool, funded by the fed-·
eral government and insurers, is
settling claims with the survivors
of victims of the worst mid-air col-
lision in U.S. history.

The crash ofa Pacific Southwest
Airlines jetliner and a light aircraft
killed 146 persons in September
1978.

Participants in the pool are the
U.S. government, on behalf of the
Federal Aviation Administration,
London and U.S. insurers for the
airline and a U.S. insurer of the fly-
ing services operating the small
airplane that collided with the PSA
jet.

Clark Onstad, general counsel
for the FAA, said the pool is de-

signed to handle claims as quickly
as possible and to avoid the
lengthy litigation that has' bogged
down settlements in previous air
disasters for years.

However, the parties may wind
up in court, regardless. A number
of the victims' survivors are un-
happy with settlements offered by
the airline and have requested a
·trial to determine liability, in hopes
of collecting more money, said
Gerald Sterns, a San Francisco at-
torney representing the estates of
10 victims.

Mr. Onstad said the pool essen-
tially involves a fund from which
money will be drawn to pay claims.
But he cited an agreement be-
tween the parties that they would
not comment while claims are

pending, and declined to discuss
the terms or conditions ofthe pool
or its amount.

The fund is apparently some-
what similar to the arrangement
set up after the March 27, 1977, col-
lision of two Boeing 747 jets in
Tenerife, Canary Islands, that
flaimed 583 lives. A source who
was involved with handling claims
for Pan American Airways in the
crash said insurers for Pan Ameri-
can, KLM Dutch Airways, the
Spanish airport authority and Boe-
ing each contributed a percentage
to a fund from which claims are
being paid. So far 595 claims stem-
ming from that disaster have been
settled, with 49 still outstanding.

However, there may be varia-
tions in the PSA pool because of

Continued on page 52
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Guide to agents/brokers

to be published Aug. 6
CHICAGO-The 1979 Agent/

Broker Profiles special report-the
only directory to the business-
will be published Aug. 6 by Busi-
ness Insurance.

In its eighth annual report on the
state of the insurance brokerage
business, Business Insurance will
examine the industry and rank the
top 20 brokers according to gross
revenues. The Aug. 6 issue will also
carry financial information on
hundreds of other commercial

agencies and brokers.
A geographic directory listing

the brokers' headquarters by city
and state will be included.

The 1978 Agent/Broker Profiles
issue published detailed

information-premium volume,
gross revenues, number of em-
ployes, principal officers and
branch offices-on 368 agencies
and brokers across the country in
addition to expanded profiles on
the top 20 firms.

While continuing the tradition of
producing these directories for

commercial insurance buyers, the
1979 Agent/Broker Profiles issue
will also examine in news and fea-

ture articles the buyer/broker rela-

tionship and developments in the
insurance brokerage business of
interest to the insurance buyer.

Financial statistics on the agen-
cies and brokers published in the
special report are taken from ques-

tionnaires completed by the com-
panies. Questionnaires requesting
the financial and profile informa-
tion have been sent to companies
in Business Insurance's files. Com-

panies that have not received the
questionnaire and would like to be
included in the directory should
request a questionnaire by writing
Phyllis Gallagher, Business Insur-
ance, 740 N. Rush St., Chicago, Ill.
60611 or by calling (312) 649-5398.

To be included in the directory,
the agency or broker must deal di-
rectly with insureds, have a pre-
mium volume of at least $1 million

and at least $150,000 in gross reve-
nues. "

INA, London at risk

for drilling rig collapse
By ELLIS SIMON

GALVESTON-INA Special
Risk Facilities wrote primary lia-
bility coverage for the owners o f a
jack-up type drilling rig that col-
lapsed earlier this month 12 miles
south of here, killing eight
workers.

CUSTOMIZED
WORKERS' COMPENSATION
SELF-INSURED PLANS BY

GATES, McDONALD
Yes, Gates, McDonald can custom-
ize a workers' compensation self-
insured plan for your company.
Here are some of the features:

• integrated, comprehensive sys-
tems to administer your workers'
compensation program

• the review and processing
of all claims and appropriate
adjustments

• responsive medical care for
employees with an eye toward
saving you money

• the development of employee
information and rehabilitation
services

Contact Gates, McDonald or your
insurance broker - either can add

information how you can customize
workers' compensation self-
insured plans to your business.

32*1 GAITS MCDONAID
CORPORATE ONE NATIONWIDE PLAZA

OFFICE R 0. BOX 1944

COLUMBUS. OHIO 43216

614/227-7211

The London market wrote ex-

cess coverage for Atlantic Pacific
Marine Corp., a subsidiary of the
Danish-owned Moller Industries
Inc.

Ranger I, with a $4.8 million hull
value, was on lease to Mitchell En-
ergy & Development Corp. at the
time. Liability coverage for Mit-
chell is written by The Continental
Corp.

Half the hull coverage on the rig
was placed in the London market,
withthe Scandanavianmarkettak-

ing a large portion of the rest, ac-
cording to John Pope of Adams &
Porter of Houston, broker for At-
lantic Pacific.

One of three legs supporting the
rig collapsed during drilling and
the rig fell partway into 60 feet of
water. A storm the following eve-

ning sank the craft.
The rig has been declared a"con-

structive total loss," but Atlantic
Pacific is under court order to re-

move it from the area and some sal-

vage could result, said Mr. Pope.

Ranger I had just been in dry-
dock at Alabama Drydock & Ship-
building ofMobile for an overhaul.
Coast Guard o fficials investigating
the loss have asked representa-
tives of the shipyard to testify
about their work. •

errors &
omissions

• International Paper Co. saved
over $3 million in two years in the
cost of all employe benefit pro-
grams for non-union, salaried em-
ployes by altering plan designs and
adopting new funding techniques.
An article in the May 14 issue re-
porting on G. Richard Androvic's
presentation at the RIMS confer-
ence incorrectly identified the sav-
ings as occurring in the company's
disability plan. In addition, the es-
timated $160 billion spent on
health care services in the entire

U.S. in 1978, and increases in those
costs since 1970, were incorrectly
identified as International Paper's
benefit costs. Finally, Mr. An-
drovic said his comments about

problems in administration of dis-
ability plans dealt with all disabil-
ity plans in general and were not
specifically related to Interna-
tional Paper's disability plan.

• Insurers are taxed as corpo-
rations under Section 77-01 of the

Internal Revenue Code. A story in
the April 16 issue incorrectly re-
ported that the status was a result
of Revenue Ruling 77-01.

• The monthly premium foreach
employe under the new dental in-
surance plan at the Iowa Beef Pro-
cessors Plant in Dakota City, Neb.,
is $3.00. Great WestLife Assurance
Co., the underwriter, reserves the
optionofcharginganadditiona135
cents per month per employe de-
pending upon plan costs. The cost
was incorrectly reported in the
May 14 benefit beat columb.
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r-for your information-1
Hall admits dubious tactics
inflate profit profile $3.8 million

BRIARCLIFF MANOR, N.Y.-Possible illegal business prac-
tices of a Frank B. Hall & Co. Inc. subsidiary increased revenue
reports by $3.8 million over a three-year period, according to the
firm's 10-K report filed with the Securities and Exchange Commis-
sion (SEC).

Hall discovered the suspect business practices last year after an
investigation by the firm's independent accountants revealed that
the additional funds received through the questionable practices
had been reported as revenues on corporate account books and tax
returns. Hall then reported the matter to the Texas department of
insurance, Business Insurance learned.

The former principal o fthe o ffice, Mendel S. Kaliff, who sold Hall
the operation in 1975 (Morris H. Kaliff & Son, San Antonio), has
agreed to cover more than half ofthe broker's exposure resulting
from the problem, secured by a $2 million letter o f credit. He has
resigned as officer of the company but remains as a senior consul-
tant to the subsidiary.

There is no indication, reported Hall, that the matter has jeopar-
dized business relationships ofthe company or will affectthe oper-
ation or financial condition o f the firm.

Po l itics sta 11 work com p reform
BALTIMORE-A blue-ribbon task force appointed by Baltimore

mayor Donald Schaefer to come up with solutions to the city's
soaring workers compensation costs (BI, Apri12) will not release its
recommendations until after the November city elections. The re-
port had been expected to be published in September.

But the official frankly acknowledged that political consider-
ations played a role in the decision to delay the report. "There are
enough problems without opening up a new can of worms," he
said.

An earlier report, released by the city's finance department re-
vealed that a combination of mismanagement and employe abuse
has resulted in a tripling of the city's workers compensation ex-
penses between 1974 and 1978.

Court bars Gis from nuclear suit

WASHINGTON-The Supreme Court this month let stand a
lower court ruling barring soldiers exposed in 1953 to radiation
during a nuclear bomb test explosion from suing the federal gov-
ernment for medical damages.

The justices turned down a request for a hearing from Stanley
Jaffee, a 47-year-old former serviceman, who sought to sue the
government on behalf of thousands ofsoldiers who were forced to
witness in 1953, at a distance of between 2,000 and 3,000 yards
without being given protective clothing, a nuclear explosion in the
Nevada desert.

Mr. Jaffee said he developed inoperable breast cancer in 1977 as a
result of being exposed to massive doses of this radiation.

Doctors acquited of malpractice
NEW YORK-A New York jury cleared two physicians of mal-

practice charges in the closing ofa case thatestablished the duty of
physicians here to warn prospective parents about possible birth
defects.

The jury cleared two Long Island physicians ofcharges they had
breached their duty to warn parents of the danger that their child
would be born with polyeystic kidney disease.

The New York State Court o f Appeals had cleared the way last
December for the case to be heard when it ruled that if doctors fail
to advise prospective parents of particular risks of birth defects
and, if a defective child is born, the physicians may be required to
pay the lifetime costs of caring for the child (BI, Jan. 8).

Tornadoes wreak record losses
NEW YORK-With insured damage approaching $240 million,

the series of tornadoes and other storms that devastated Wichita
Falls, Tex., and swept parts ofll otherstates now ranks as the worst
catastrophe from the standpoint of insured losses since 1974, says
the American Insurance Assn.

The storms struck from April 10-17 and caused losses in Okla-
homa, Texas, Kansas, Missouri, Arkansas, Illinois, Indiana, Ten-
nessee, Louisiana, Mississippi, Alabama and Georgia.

The insured loss isthe worst since early April of1974, when wind.
hail and tornadoes caused estimated insured losses of more than
$430 million in 17 states.

Foley moves to U.S., INA
HAMILTON, Bermuda-Peter Foley, who resigned from Insco

Ltd. here over disagreements with management, (BI, May 14)joins
INA Special Risks Facilities Inc. June 1 as a group vp.

He will direct INA's professional liability underwriting, includ-
ing INAX in Chicago, the new directors and officers operation in
Boston and medical malpractice underwriting out of New York.
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Airlines schedule higher dental, pension payments
various services doubling. New dental plan
American's offer

United Airlines machinists ap-
parently will return to work with
the same increases in health, life
and dental insurance that were in-

cluded in a voted-down pact that
led to a strike o f the airline March

31 (BI, March 5).
The 18,600-member Interna-

tional Assn. of Machinists and the

nation's largest domestic air car-
rier reached a tentative three-year

pact ending the 50-day old strike
that stemmed from disagreement
over wage and cost of living in-
creases.

Union spokesmen could not dis-

cuss terms of the pact but said ben-
efit increases will stand pat. The
contract calls for deductibles for

medical coverage to be lowered
from $200 per cause to $200 per

.year and for hospital room and
board coverage to increase to $125
per day from $100. Payments for
doctor's visits would also increase

as wculd the maximum for major
medicalinsurance to $250,000 from
$200,000.

Among other changes are a dou-
bling of life insurance to $20,000 in
fully-paid coverage from $10,000,
an increase in the optional pur-
chase to $40,000 from $20,000 at 40
cents per thousand and dental cov-
erage including coverage for al-
most all dental services at 100% in-

stead o f 80% of a fixed rate sched-
ule with maximum benefits for

American Airlines and the Assn.

of Professional Flight Attendants
have reached a tentative contract

agreement that would improve the
attendants' retirement benefits.

If the pact is ratified by the
5,800-member union, attendants
will be able to retire at age 45 after

20 years of service with life insur-
ance and health insurance cover-

age carrying a $200 a year deducti-
ble. Currently, only active atten-
dants and those retiring at 55 re-
ceive health benefits and a $50 per
year deductible. The tentative pact

also calls for extending the lower
deductible to those retiring at 45
when they reach 55.

In pension improvements, the
minimum benefit would be raised

to $23.50 from $19.25 permonth per
year of service. Inaddition, the for-
mula used to determine average
salary would be changed, raising
employes' pension benefits.

Attendants would also be 50%

vested in the pension fund after
five years. Currently, the atten-
dants aren't vested at all until full

vesting after 10 years. Another pro-
vision calls for eliminating em-

ploye contributions to the pension
fund. Attendants now pay 2% of
annual base salary over $6,600.

Ever¥Hour4NewCompanies
Trust Us With Their Lives.
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They savemoney inthe bargain. By buying Group Life insurance from Phoenix Mutual.
For 2 employees or 2,000 or more, our Group Life plans made sense to 8,126 company
presidents last year alone. That's an average of4 every business hour ofevery normal busi-
ness day. All year long. They banked on our reputation for the sake of their employees.
And on our price for their bottom line.

Why not trust your employees' lives -and your budget-to the company that protects
both. Phoenix Mutual, Hartford, CT 06115.

Phoenix Mutual
Weksavingalotofpeoplealotofmono

Craft, production and mainte-
nance employes at GTE Automatic
Electric in Northlake, Ill., won a
new dental plan in a three-year
contract.

The plan for 5,400 workers cov-
ers preventive and general services
such as cleanings, x-rays, fluor-
ides, space maintainers for chil-
dren, extractions, fillings, root ca-
nals and gum disease treatments.
The maximum annual benefit is

$500 per person.
The premium is fully paid for

single employes, but for family
coverage it is incorporated into a
premium covering dental and ba-
sic medical. The family premium

cost to an employe is $3 per month
in the first year of the contract, $6
in the. second year. and $9 in the
third. The Travelers Insurance Co.

replaces Blue Cross/Blue Shield
on the basic medical plan.

Other new benefits are com-

pany-paid hospitalization cover-
age for individual employes and re-
tirees and an accidental death and

disability plan to a $50,000 limit.
The company has also increased

pension benefits from $8 per
month per year o f service for each
eligible worker to $11 over the life
of the contract.

Pension plans
A study of 299 pension plans of

medium sized Midwest firms shows

that 88% or 262 of the plans are en-
tirely funded by the employer and
80% of the plans use 10-year "cliff
vesting" procedures.

Coopers & Lybrand, actuarial
consultants who conducted the

study also found that about one-
third of the plans require an em-
ploye to have one year of service
and to be 25 years old before partic-
ipating in the plans. Another 26%
of the plans require only one year
of service but no minimum age.

The majority of the employers
(77%) compute benefits on the av-
erage of the employe's compensa-
tion over a five-year period when
he earned the most. Most plans
consider Social Security in com-
puting benefits with 42% reducing
the pension benefit by a percent-
age ofthe Social Security benefits.

The survey included employers
in Illinois, Indiana, Wisconsin,
Minnesota and Michigan with pen-
sion plans ranging in size from 200
to 2,000 participants.

Penalty paid
Nassau County has agreed to pay

a $95,000 early cancellation penalty
to Group Health Insurers Inc. for
withdrawing its dental coverage
from GHI and placing it with Con-
necticut General Life Insurance

CO.

The county changed carriers ear-
lier this year for lower premiums,
better claims control and quicker
turn-around time on claims (BI,
April 2)

The contract with GHI was still

in force when the change in insur-
ers was made and GHI had consid-

ered suing the county to recover
the lost premium. Despite the pen-
alty, Nassau County still expects to
save money.

Benejit beat keeps insurance and
employe benefit managers up-to-
date on what other companies are
doing and informed of current de-
vetopments in the emotove benefit
field. We'd like to know if you've
made any changes. Write Kathryn
J. Mcintyre, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or call 312-649-5286.
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U.K. women plot suits in U.S. over pill ills
By JOHN H. MILLER

LONDON-Drug companies in
the U.S. are likely to face massive
claims from British citizens for

damages caused by birth-control
pills.

Damages of up to $60 million
may be sought, with the prospect
of more claims from other coun-

tries in Europe or the rest of the
world looming in the future.

Prominent U.S. attorney Gerald
C. Sternshasbeenvisitingthe U.K.
to make his services available to

clients who have suffered throm-

bosis or other ailments aftertaking
contraceptive tablets.

"As far as the insurance market

is concerned, they've gone into this
field with their eyes open," he told
Business Insurance. "They'll start
bleating about these claims, but

I've little sympathy for the under-
writers concerned."

Drug manufacturers are ex-
tremely tight-lipped about their li-
ability insurance programs, which
are quite difficult to place with in-
surers. Drug manufacturers may
self-assume as much as the first $1
million or more o f loss in order to

get into the U.S. and U.K. insur-
ance markets. No one insurer is

noted for assuming pharmaceuti-
cal risks, but Robin Jackson of

Merrett Dixey Syndicates and Pe-
ter Wils6n of Weavers at Lloyd's
are known to often lead the under-

writing of the insurance.

The move to get Mr. Sterns's ser-

vices for U.S. litigation was started
byagroupof300 womenknownas
the Pill Victim Action Group who
claim to have been harmed by the

tablets in recent years.
Between 60% and 70% of the

birth-control pills taken by BI itish
women are produced by U.S. man-
ufacturers by their subsidiary
firms based in the U,K. or other

agencies.
The companies invclved, Mr.

Sterns says, are Ortho Pharm:ceL-
tical Corp. of New Jersey, G.D.
Searle & Co. of Skokie, Ill; Y.F.
Wyeth of Philadelphia, Syntex
Laboratories Inc. ofPala Alto, Ca-
lif., and Parke Davis Co ifDetroit

These five firms together with
Schering AG., ofBerlic,West Ger-
many, may be cited in lawsuits
which U.K. residents ar€ threaten-

ing to bring in federa. or state
courts for compensator for physi-
eal damage they claim has been
caused to them by -he plls.

The basis o f the lawsurts will be

the argument that the type of con-
traceptive products marketed by
the companies in the U.K. break
priduct liability requirements that
:re common in theircountryofori-
gil Tne companies' liability is not
the same under British law which

makes domestic lawsuits hard to

bring.

The difference is that in the U.S.

pharmaceutical market, extensive
warnings-running to four-page
leaflets at times-are issued telling
users in great detail o fthe potential
dangerous side effects of the con-
traDepsive pills.

Mr. Sterns is planning to argue

in couzt that although less promi-
nent warnings are accepted by
health authorities in  Britain, the
U.S. manufacturers are still liable

for defective products ifthey fail to

How will acaptive
perform foryou?

J& H can give you
apreview now.

In one way or another, your company is
probably retaining larger and larger portions of
its liability exposures.

However, choosing the optimal funding
arrangement for such risk assumption requires
extremely careful risk management analysis.

Consider, for example, the complexities
of the captive approach alone. What risks should it **
accept? Should it be set up off-shore? What about
the IRS? Is adequate reinsurance available?

Ignoring any of the variables can cause
big problems. For instance, a group of teaching
hospitals recently found that its proposed captive
could not arrange needed excess coverage from
reinsurers. Johnson&Higgins was then invited to
study the problem and spotted the organizational
flaw The coverage was soon obtained. 4*

If you want the best possible help in
forming a captive, call J&H. Our advanced risk
management techniques include exclusive soft-
ware programs that instantaneously preview your
working captive. There is no need to guess about
choosing the funding alternative that makes the
most sense for you. The nearest J&H office can -*'49

give you full details.

Johnsont*ig ins
Theprivateinsurancebroker.

 answer onlytoyou.
A group of J&H risk management specialists :n-cal:tive funding:
Rienard J. Rice, New York ratriek J. T Stephenson, Bermuda;
Roger Thomas, Los Angeles; and George H. Shattne<, Jr. Boston.

RISK AND INSURANCE MANAGEMENT SERVICES;EMPLOYEE BENEFITAND ACTUARIAL CONSUCrING.THROUGHCUT THE 'VOFLD

give the same bold warning on
their products sold abroad.

It is an entirely new concept of

product liability which can take a
long time to process through U.S.

courts, but Mr. Sterns is confident
there are ways of doing this.

He is now researching the law in
about six states to see where action

can be taken,'as some of the pro-
jectedlawsuitsmaybetime-barred
in sonne areas.

It is clear that many types of
multi-national products may need
to have their labeling carefully
checked by risk managers if the
projected litigation ever becomes
effective in U.S. courts. Already
there is a case in Sweden where

Schering A.G. of Berlin is being
sued over the death in 1968 of a

28-year-old Stockholm woman,
Mrs. Anita Lindstroem. Her hus-

band claims she had been taking

the company's contraceptive prod-
ucts and the company failed to ade-
quately warn about their risks.

Many o f the British women who
claim to have been affected made

contact with Mr. Sterns in San

Francisco after learning that he

had previously won large damages
(in the region of $15 million) in the
U.S. for U.K. families who had lost

relatives in the Turkish DC 10

plane crash in Paris five years ago.
They realized that the rigorous

structure of U.S. product liability
laws might provide a gateway for
their own efforts to seek redress

against the manufacturers, in the
same way that McDonnel Douglas
was finally sued in California for a
completely foreign disaster.

Mrs. Judith Challenger of
Abingdon in Oxford County is
leading the move in the U.K. to
take action in the U.S. courts.

She suffered a stroke 14 months

ago after taking the pill, but felt
unable to take legal action in Brit-
ain because of the difference in

product liability laws. A business
friend suggested she should try the
U.S., and she is now actively cam-
paigning to get clients for Mr.
Sterns, who Will act on a

contingency-fee basis.
"The aim of my victims' group in

the U.K. is to get suitable compen-

sation for pill victims, many of
whom have been left severely and
permanently disabled, sometimes

with young families to bring up,"
Mrs. Challenger said. "We also
want to have full and proper warn-
ings available to all about the side
effects ofthe pill, for it has cruelly
transformed the lives of many peo-
ple."

She already has 300 members of
her group who have suffered brain
hemorrhage, thrombosis, paralysis
or heart trouble after taking con-
traceptive pills. Up to 1,000 U.K.
women may join the lawsuits, she

believes. A reported number of
deaths may also be cited.

Medical sources in the U.K. esti-

mate that about three million

women are on the pill, which is ac-
cepted by the Family Planning
Assn. as being suitable if it is taken
on proper medical advice, but
opinions on its safety still vary.

Because the contraceptive pill is
also being used extensively in
other countries in Europe and in
developing nations, there is the
prospect of more extensive law-
suits in the U.S. if the U.K.

women's litigation succeeds.
It is expected to be at least 18

months before any litigation from
the U.K. claimants starts.

Mr. Sterns is demanding com-
pensatory damages at this stage,
and currently is not pursuing the
idea o f punitive damages, though it
is in his mind if necessary. "The
range of settlements in the U.S. for
similar product liability cases has
been between $1.2 million and
$30,000," he said. .



Every ousiness has its risks. It takes
a partnership effort to manage them.

Photographed at Cheyenne Front,er Days by Lewis Portnoy, Spectra-Action

USINESS INSURANCEIS A PARTNERSHIR

If you run a business, you
know that each day brings
new challenges. But one thing
remains constant. Controlling
insurance losses is always the
surest way of controlling
insurance costs. It's done best

when a knowledgeable
insurance company works
closely with a dedicated
policyholder who is willing to
take action on his own behalf

to prevent losses.
At Employers Insurance

of Wausau, that's the kind of
policyholder we go out of our
way to help. If you're looking
for an effective partner in
managing insurance risks, get
to know the people who know
business insurance like

nobody else in the business.

Come to the source

Wausau Insurance Companies
Employers Insurance of Wausau
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IRS grabs more tax on foreign reinsurance
By KATHRYN J. Mc INTYRE

WASHINGTON-An Internal

Revenue Service ruling recently
on how to figure the excise tax due
on reinsuzance premiums paid to

foreign insurers appears to cause
bigger prcblems of principle than
of economics.

Companies whose capth e insur-
ers buy or sell foreign in:urance
on a facultative-risk-by-risk-
basis may have a way around the
ruling.

The 1% excise tax due on rein-

surance placed with foreign insur-

ers Inust be figared on The gross
premium, notthe net premium. the
IRS ruled April 30 in Revenue Rub
ing 79-138.

Although opinions differ on how
much this ruling will enc up add-
ing to the cost of reinsurance, cor-
porate buyers will most 1 kely pay
the tab because insurers will pass
thi·o igh the added expense. Sev-
eral reinsurance executhres esti-

mated the additional exese taxes

will add only nominally to the cost

, In a class 49 itself

of re_nsurance.

Traditionally, U. S. insurers have
subtracted ceding ccmmissions
and other cost-of-doing-business
expenses from the ,gross premium
befote figuring the :ax due on rein-
surance placed with foreign _nsur-

er:. They paid the tax on the actual
Emount of money paid to the for-
eign reinsurer.

The IRS had said repeatedly in
private letter rulings since 1942
that this was the proper method of
figur_ng the tax, said or.e tax attor-
ney. But in the mid-19708, the IRS

A rare edition. Seventy-seven years of dynamic growth.
Unparalleled respect from its industry, agents and in-
sured. Grain Dealers Mutual remains a phenomenon in
property casualty insurance. In this specialized area,
they have become uniquely expert. And prosperous.
They have done this by maintaining a consistent, pru-
dent philosophy in implementing intelligent, imagina-
tive coverages. They have
selected an elite group of inde-
pendent agents to represent
Grain Dealers Mutual. They have San Francisco 94104 / Membef:

Indianapolis 46202 · Omaha 68102

changed its position, started ques-
tioning the calculation of the ex-
cise tax and issued at least one pri-
vate letter ruling to an insurer say-
ing the tax is due on the gross pre-
mium, he s,aid.

The insurers have been arguing
the point with the IRS. In the
meantime, they thought they
"could get around" the gross ver-
sus net premium problem by
"writing a contract that ignores the
ced_ng commission," said the tax
attorney, who asked notto beiden-

provided these agents with innovative tools for fast,
accurate policywriting and quick turnarounds on
claims. And they've worked with these agents to estab-
lish the highest calibre insureds possible. Insureds who
realize that pride of ownership is the first prerequisite to
maximum protection and lower premiums. Quality in-
sureds, quality agents, quality services. If you are inter-

ested in the finest business, home
or car insurance, remember
Grain Dealers Mutual Insurance

I,rerenvlor.is CM2274 is indeed in a class by itself.

P./ GREDEALERS-mUTUAL-
V 1 Infuronce company

titled. But the new revenue ruling
says the IRS will "gross-up" the
1·einsurance premium paid to the
reinsurer for purposes of calculat-
ing the tax to the percent o fthe risk
assumed by the reinsurer.

"The law does not provide for re-
duction o f gross premium paid for
expenses incurred in connection
with underwriting the taxable in-
surance contract or because a con-

tract provides that a netamountbe
paid," the ruling states. For de-
terming the excisetax due, the rul-
ing continues, the premium "is the
gross proportionate share of the
premiums received by the domes-
tic insurer that is attributable to

the foreign reinsurer as a reinsur-
ance premium even though the
contract provides for payment of a
net amount."

The IRS can determine this quite
easily in treaty reinsurance. It will
be difficult for the IRS, however, to
trace it in facultative reinsurance,
admits the tax attorney. "They
can't can't handle that," he said.

Therefore, on the reinsurance of

particular risks, insurers and cap-
tive insurers could base a contract

on the net premium, not discus-
sing ceding commissions or other
expenses, and it will appear to be
the gross premium, sources agree.

But captives involved in quota
share reinsurance pools, for exam-
ple, are open to IRS analysis ofthe
calculation o f the excise tax due.

How big a bite this change will

take out of insurers' pockets de-
pends on the perspective o fthe po-
tential taxpayer.

Duane Allen, president of Cap-
tive Insurance Cos. Assn., noted
that on a risk with a $200,000 pre-
mium and a 20% ceding commis-
sion, the difference in tax due on
the gross premium and net pre-
mium is only $400 a year. "The peo-
ple concerned are major reinsurers
who place substantial amounts of
business with non-admitted mar-

kets," he said.

Interestingly, reinsurance

placed with Lloyd's of London for
the most part won't be affected by
this ruling because Lloyd's is an
admitted market in most states.

Oneexecutiveo f a majorreinsur-
ance company, while lamenting
the new ruling. admitted that he
has estimated the total cost to the

industry of this new ruling at $5
million at the most. That, he con-
ceded, is not a very sizable bite
considering the billions in reinsur-
ance premiums written each year.

"It's going to represent an awful
lot of problems," contended an ex-
ecutive of another reinsurer.

Especially disturbing to the in-
dustry is the IRS implication in the
ruling that this has always been the
law. "The IRS has not issued any
effective date. We think they are
wrong as a matter of law, but we
think it should at least be applied
prospectively," said the tax attor-

ney, worrying about the effect ofa
retrospective application.

Whatever bite this revenue rul-

ing takes out of the industry, the
insurance buyer can expect to pay

indirectly for this added cost since
an increase in the cost of reinsur-

ance is sure to be reflected in an

increased cost of direct insurance.

ERISA in Spanish
The first in a 12-part series of

Spanish-language brochures ex-
plaining the rights of pension plan
participants under the Employe
Retirement Income Security Act
(ERISA) has been published by the
Department of Labor. Copies are
free from the Pension and Welfare

Benefit Program, Labor-Manage-
ment Services Administration,

Room N-4659, Third St. and Con-
stitution Ave., NW, Washington,
D.C. 20216.
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YOUR CHANCES OF
B OING KIDNAPP d[)

ARE GREAT 11 THAN
YOUR CHANCES OF
B NG KILL oD IN A

PLANE CRASH.
Kidnapping is not a subject anyone

wants to talk about.
And we wish we didn't have to.

But unfortunately, in today's Wnes,
it's necessary.

You may not think it can happen
to you, but the truth is the number of
reported and unreported kidnappings
is much greater than you probably
realize. And it's increasing.

An insurance policy is one form of
protectionevery business executive
should consider:

AIGwas one of the first to see the

need for this kind of policy and our
American Home/National Union com-

panies are the most experienced under-
writers of it.

We think our Kidnap, Ransom and
Extortion policy, is the best, most com-
prehensive one available.

Our total plan is available to corpo-
rate personnel, private indiv-duals and
their families.

For your protection, we don't
advertise further details. And of course,
we']1 handle all inquiries discreetly and

business problerns; but we're working
on problems you perhaps haven't even
thought of yet.

If you're interested in finding out
more about our Kidnap, Ransom and
Extortion policy, or any of our other
policies, mailin the coupon below

You can benefit fromit·asmuchas
we can.

Ain"KIONAP RANSOM & EXTORTION" POLICY

Please send me more information on:

'El Kidnap Policy 0 Pension Trust O D&O and El AD&DPolicy

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

on a completely confidential basis.
This policy is just one of the many

excellent coverages offered through our
Financial Service/Sensitive Risk Divisions.

For example, we write Pension Trust
Liability, which covers all directors,
officers and employees with fiduciary
responsibilities.

We're the largest writer of D&0 In-
surance, a policy which pro-
tects directors and officers
for their corporate acts.

And together with our
D&0 Policy; we now offeradditional coverage for acci- 
dental death and dismember- ment f6r directors going to
and from a board meeung  Name
and during a board meeting. | Firm

AIGoffers morethan .
300 dBerent insurance | AddrARS

policies, through our morethan 160 member corn- 
panies, in more than 130 different countries.

Wenotonly haveways to solve your exisung
-

Tel

WE OFFER MORE KINDS OF INSURANCE
THAN ANYONE IN THE BUSINESS.

We welcome inquiries from any licensed agent or broker. You don't
have to be a regular producer to place business with an AIG company.
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"...experience
is the great teacher,
so it is that they who

cannot remember the past
We at are doomed to repeat it.' service,

,

Global Kantayana Global is

Aviation remember the past. Times today a dependable source of all forms
when the proliferation of aviation ofaviaton insurance. You'll receive

insurance markets presented a very fast turnaround on quotes, rapid policy
confusing picture to most agents. , issue and complete claims

As one of the few companies which  handling.
has endured to the present through IF-.i We remember the past. It helps

providing better  us plan for the future.
Global Aviation Insmance Managers

A Division of Corroon and Black ofTexas. inc.
4825 LBJ Freeway Suite 277 Dallas, Texas 75234 Telephone: (214) 661-9004 Telex 73-0756

PERSPECTIVE

'Albatross" Etching by Bruce Mc Comb, 1974

Insurers weigh liability

for Silkwood iury awa rd
By MARGARET LeROUX

OKLAHOMA CITY-Whether

punitive damages in the $10.5 mil-
lionjudgmentagainstKerr-MeGee
Corp. in the Karen Silkwood pluto-
nium contamination lawsuit will

be covered by the firm's insurer,
American Nuclear Insurers (ANI),
is being discussed by the pool as
the corporation prepares an appeal
of the award.

Meanwhile, the nuclear industry
and ANI are trying :o assess the
expanded liability the case estab-
lis hes for the industry.

Kerr-McGee is insured by ANI,
an ANI spokesman confirmed, but
he declined to comment further.
Kerr-McGee officials said insur-

 PERSPECTIVE is more than a point of view AsBruce McCombs' "Albatross" soars over the city,
the prospect changes with its passage. Each building and
bridge, each road and waterway changes n relation to the
aircraft as it fights for progressthoughthe sky. Atthe same
time. nothing is static under its wings Buildings are being
erected or razed. bridges are decaying or being reno-
vated. Roads are being potholed or paved. Commerce on
the waterways is expanding or contracting.

As the -Albatross' continues its flight, the pilot has the
sure knowledgethat even if he were to maintain preciselythe
same course, he will never again fly over the same city.
The perspective will never again be quite the same.

Our markerplace is one of constant change in relation to
the needs of insureds as well as among the various partici-
pants. Commitment waxes or wanes. Capacity expands or
contracts. Competition heats or cools. As each underwriter
responds to real or imagined opportunities or threats,
others reaci to the same perceotions and to their own
awareness of the adjustments in underwriting or pricing
made by their peers. How this affects an agent and his client
depends or their special requirements and the time of their
approach. Those requirements may also change as they-
perceive the advantages or pitfalls that .he market presents.

As a professional intermediary, McAlear Associates, Inc. is
part of the excess and surplus lines marketplace contribu-
ling to and reacting to the changes that occur daily It is our
job to maintain continuing relationships with American and
overseas markets and to utilizethese connectionsand our

own unique abilites to provide the very best terms that this
market affords any time its substantial capa-
cityand considerable capabilitesare required.

Mdilear Associates Inc.
Grand Rapids, Michigan

ance coverage is "being assessed
and pending appeal no further
statement will be made."

In the nuclear industry's first
case concerning liability for off-
site contamination, it was con-
tended that Ms. Silkwood, a lab
technician at Kerr-McGee's Cim-

marron plutonium plant north of
Oklahoma City, was contaminated
by radioactive material on three
different occasions in 1974.

Ms. Silkwood died in November

1974 in a one-car crash on the way
to a meeting with reporters where
she said she would document her

claims that conditions at the plant
were unsafe. Her family brought
the contamination damages suit
againstKerr-MeGeeinMarch 1976.

The fact that Kerr-McGee is in-

sured by the nuclear pool may not
make any difference in the settle-
ment of the case, according to an
attorney for the Nuclear Regula-
tory Commission. "I'm not sure
this case fits the definition of a nu-

clear incident," he said.
But the verdict sets a precedent

in liability litigation for the nuclear
industry. The trial judge ruled dur-
ing the case that Kerr-MeGee
could he held strictly liable for es-
cape of low-level radiation from its
plants, allowing liability even if
safety standards were met. Pre-
viously, negligence has had to be
proven in such instances, reserv-

ing the doctrine of strict liability
for major nuclear accidents.

The jury determined anyway
that Kerr-MeGee was grossly neg-
ligent in allowing plutonium to
leave the Cimmarron plant and
awarded the Silkwood family $10
million in punitive damages and
$500,000 in compensatory dam-
ages. Plutonium contamination
was also found in Ms. Silkwood's

apartment.
Kerr-MeGee closed the Cimmar-

ron plant in 1975 and reported that
40 pounds of plutonium was miss-

ing from its stock.
Asked what impact the case will

have the nuclear industry's liabil-
ity exposure, an ANI spokesman
said, "I wish I had an answer. This
case is the first ofits kind. It has to

be looked at very carefully. We
have to look at the judge's instruc-
tions to the jury as to what consti-
tutes physical injury."

The effect ofradiation contami-

nation on Ms. Silkwood was at is-

sue in the case. During delibera-
tions, the jury requested thejudge
define physical injury. The judge
said physical injury can include
"nonvisible or nondetectable inju-
ries . ..to bone tissue or cells. . ..If

a person suffers a physical injury,
under expert medical opinion, it is
only necessary that the person be-
lieve they have been physically in-
jured as a basis formentalpain and
suffering. . .

Attorneys for the Silkwoods pre-
dicted after the verdict was an-

nounced that if it held, the case
would stimulate numerous law-

suits. It would allow people living
around the Three Mile Island nu-

clear plant in Pennsylvania to sue
effectively if it were established
that radiation in harmful quanti-
ties had escaped in March.

They also predicted that insurers
would decline to insure nuclear

plants against accidents if the ver-
diet and thelegal precedent are up.
held by higher courts.

If the nuclear liability policy
with ANI doesn't cover the award,
the exposure would fall under
Kerr-MeGee's provisions for com-
prehensive general liability risks.

Insurance may cover the puni-
tive damages portion of the award
in Oklahoma. •
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There are a lot of advantages iIi locating certam
operations overseas. Insurance coverage isn't one
of them.

In fact, most insurance companies can't begin to
duplicate the property coverage they provide in
North America. But we can.

We can cover all your operations in fifty

AnKWRIGHT-
BOSmN
INSURANCE

countries around the world with a fire, boiler and

machinery pc,licy. We'11 give you a blanket liinit
worldwide. That's protection that is protection. AmTalk to us. The tougher the problem, the more
we can help.

Regional Offices: Boston, Cleveland, New York,
Chicago, Atlanta, San Francisco.
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.-nianc AND 6/cean i u larine
FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212-953-0580

General Managers
NEW YORK MARINE INSURANCE CO.

ARKWRIGHT-BOSTON INSURANCE COMPANY

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. COMPANY.

EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL, INSURANCE COMPANY

Marine Managers

LUMBER MUTUAL INSURANCE CO.

MERCHANTS MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. CO.
NEW HAMPSHIRE MERCHANTS INSURANCE COMPANY
UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

'True' group auto plan
makes debut in Mich.

By JOHN MAES

GRAND RAPIDS, Mich.-A
parts distributor here is claiming
to be the first in the country to offer
its employes a true group auto in-
surance benefit.

Under a policy with Aetna Life & -
Casualty Co., Import Motors Inc. is

paying half of the premium for its
employes' auto insurance. Em-
ployes pay the balance through
payroll deductions. Already 117 0 f
the 130 employes have signed up
with the plan, which started May 1.

"So far, we've had favorable re-
sults," said Gene Naylor, adminis-

trative manager for the company.
"About 85% ofouremployesdidgo
with the plan and we've had good

WHO CARES WHAT HAPPENS ...

AFTER THE GROUP INSURANCE CONTRACT IS SIGNED?

THESE TOP PROVIDENT- PRODECERS CARE!

The kind of care Ross Williams,_Pete Helmer and

Don Simon demonstrated during the most recent production year
won them top honors as Provident's leading Group Pro's:

Ross, associate
regional manager

of our Los Angeles
Group 0 ffice took top

honors for writing
the most new cases.

Pete and his

Pittsburgh Group
Office associates

excelled in

producing the most
life volume.

-

0

,

.

Don, field vice-
president in charge
of the Chattanooga
Group Office won

distinction in the most

premium category.

These men are hard to beat-ask any of our
other Group Pro's-They'll tell you.

Whoibges?
GROUP DEPARTMENT

Provident
UnT.B./9221,1

"mn'Bil/%%/"Gl

CHATTANOOGA, TN 37402

feedback."

There are _ four plans available.

An employe and spouse with one
car contributes $15 monthly. Add-

ing a young driver age 16 to 24
adds.$10 a month to the employe's
premium. For an employe with

two cars, thepayment is $28. Add a
young driver and it's $37 a month
for two cars.

Deductibles on the policy are
$200 on collision and $50 on corn-

prehensive, Mr. Naylor said. The
policy covers bodily injury, prop-
erty damage, liability, uninsured
motorists, personal injury and
physical damage with a $300,000
per person limit on liability.

Aetna determines the initial pre-
mium for the group based on age,
sex, marital status and salary
makeupof the group as a whole.
Participants cannot be denied cov-
erage or cancelled because of their
age or driving records, said an
Aetna spokesman. The claims ex-
perience will be reviewed every
year, after which rates will be ad-

justed according to the number of
claims in the group.

Other insurers offer "mass

marketed" auto coverage to

groups of employes, but they all
are, in effect, individual policies
drawn up according to the "indi-
vidual underwriting characteris-
ties" of the employes. Thus, the
Aetna plan earns the tag "true
group," said a spokesman. "That's
the nice part about it-if you're 16
or 68 and working at this place,
you'll pay the same rate," he said.

When an employe leaves Import
Motors, he or she is eligible for con-
tinued coverage, but not at the
group rate.

Import Motors decided to offer
the plan to its workers because it is
trying to build the type o f benefits
plan that will attract new and ca-

reer employes, said Mr. Naylor.
"It's especially helpful if you

have a teenage driver and they
have a bit ofbum luck withaticket

or two and may be forced into a
pool by insurance carriers," he ex-
plained.

"We like to be the first in our

community to offerouremployes a
plan like this," he said.

Aetna is trying to establish itself
as a force in the market for what it

predicts will probably become one

of the most sought-after employe
benefits, said the spokesman.

"Group auto is going to become at-
tractive to employe groups. Many
employes will want it in their bene-

fit packages and we (Aetna) want
to be in there.

"We felt it was a very market-
able plan," he said. "We're very
confident of seeing this type of
plan pick up in the future. It will be

something that wi]1 definitely
catch on."

Groups schedule
risk seminars

MALVERN, Pa.-In an attempt
to coordinate projects ofmutualin-
terest, the Society of Chartered
Prooerty & Casualty Underwriters
and the National Assn. of Profes-

sional Insurance Agents will
jointly sponsor educational semi-
nars this year.

The seminars, which will cover
manufacturing risk analysis, is the
first step in an agreement made re-
cently by the executive commit-
tees of both organizations to coor-
dinate as many activities as possi-
ble and to explore and identify
other areas of cooperation, under-
standing and mutual benefit.

These seminars will be held No-
vember 25-27 in Las Vegas, Dec. 3-5
in New Orleans and Dec. 10-12 in

Washington, D.C. m
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Paramedical
liability.

Another life-saver
coverage from

Shand, Morahan

Doctors aren't the·only ones who require medical malpractice
protection. Current law suits attest to exposure as well by:
physical therapists, blood banks, labs, clinics, visiting nurses,
social workers, emergency squads-in short, just about
any entity or individual involved in a paramedical activity.

Shand, Morahan's claims-made
coverage provides the finest liability
protection these entities and individ-
uals can have. Namely because we've custom-
tailored this insurance to the paramedical
activities in question. And the stability of our
market allows you to offer this coverage
with confidence.

All individuals and organizations
involved in paramedical activities are
becoming aware, or should be made
aware, of their liability exposure. So call
on them and offer the coverage they
need: claims-made liability insurance from
Shand, Morahan, the professional
liability professionals.

The financial life you save may be
their own..

 Shand, Morahan & Company, Inc.
One American Plaza Evanston IL 60201 312/866-2800 Cable Shanmor Telex 7.2-4328

1,t:ju.A«. .

.
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editorial opinions letters
Buszness Insurance welcomes letters from its readers Please keep your

In sea rch of solutions comments as brief as possible and we reserve the right to ed,t or shorten
letters for clanty or space Please send your comments to Letters to the
Editor. Business Insurance, 740 N Rush St, Chicago, Ill 60611

ILLINOIS EMPLOYERS must be on Maybe wecan steal anideaortwo froma More on INACO "Business executives, fully cogni-
zant that insurance premiums

the horns o f a dilemma over whether new workers compensation law drafted by To the editor Re INA Construe- must cover losses, services and
tion Risks Inc profit, still prefer to pay premiumsto Join President Carter in backing federal the Florida senate commerce committee

Thank you for the generous cov- rather than make a ma}or commit-
workers compensation standards and signed by the governor. Florida has erage by your publication ofthere- ment to loss control "

On the plus side such standards would been under some pressure to come up with cent Jomt venture between the In- First ofall, ifbusinessexecutives
have the effect of raising most state's a new workers comp law, smce the current surance Co of North America and were cognizant as stated of the dis-

RIMCO International (BI, April tribution of the insurance pre-workers comp payments to Illinois levels, law was repealed last year So the 30) Mary Ellen McKee did an ex- mium, why are they always on the
because our state is one o fthe most gener- committee's findlngs are a blt more than cellent Job in describlng the pro- lookout for the lowest pnce for in-
ous in this area. That, whistling in the dark as is the case in this gram and outlinmg the reasons for surance'> Do they feel that msur-

its creation ance company profits are too high"
in turn, would go a state whenever workers comp reform is However, I would like to clarify a A loss is a loss is a loss, regardless
long way in neutrahz- bandied about. few pomts There apparently was of which insurance company
ing one of the major The compensation of permanent partial some conflision concerning writes the pollcy, therefore, the

RIMCO's role in INACO Thejoint only place to cut premiums is inreasons businesses disability, probably the most troublesome venture is between INA and services or profit
give for not wanting and inequitable aspect of the SyStem ln RIMCO International, a holding Secondly, since when do the in-
to locate new plants Florida, is now based on the wage-loss con- company of which RIMCO Risk surers have the "responsibillty to
here Management Inc is a unit RIMCO control losses," as he stated" All

cept. And the law flatly states that no com- International will play a malor role the insurer can do is recommend
On the minus side pensation shall be paid for permanent dis- in the management of INACO actions, it is up to management to

d
nobody likes to see ability if the employe is engaged in Or is RIMCO Risk Management Inc put them into effect The real prob-

7 will be responsible for the risk lem, in my opinion, is that safety
the federal govern- I ' physically capable of any form of gainful management audits on behalf of directors have not been able to
ment invade an area 'f employment. INA In this respect, our consult- "speak management's language "
that has been the pre- What makes the Florida proposal so ap- ing operation willbeacting only as They have been so wrapped up in

Rance Crain a consultant and educator for the engineering or health back-
rogative ofthe states. pealing is that the type of disability, with contractor and his insurance pro- grounds that they do not under-
What business people fear, of course, lS all the medical and legal gyratlons at- ducer whlle preparing an Insur- stand financial statements, capital
that federal standards will be the first step tached to determmmg the severity of the ance submission for underwriting budgeting and other management

purposes tools
toward a federally administered workers injury, wouldn't be a factor in setting most Concernmg who will be funding I direct a graduate program in
comp program benefits. What counts is the disability's e f- RIMCO's fees, we have been quite safety management and have grad-

open and adamant over the fact uated mote than 35 students, theThe dramatic news that the Carter Ad- feet on earning capacity.
that the contractor will be respon- large majority of whom are cur-ministration would help draft and later Under the law a permanently partially or sible for RIMCO Risk Manage- rently employed in a safety man-

support the federal minimum standards totally disabled employe who reestab- ment's fees This is consistentwith agementcapacityofonetypeoran-
legislation carne near the end ofthree days lishes an earnmg capacity would be paid other audits and other specialty other The basic thrust of our pro-

areas in the insurance industry gram has been to teach safety peo-of hearings by a Senate panel. wage-loss benefits such as hospital malpractice and ple thelanguage ofmanagement as
The new federal standards would proba- Such benefits would take Into consider- pollution liability well as safety and health I like to

bly mean, if they're enacted, that an in- ation the employe's salary before the m- Some readers might think that think we have been successful in-
my associates and mysel f were re- asmuch as we enjoy an excellentjured worker's claim would be handled at jury and the amount he's able to earn after quested to resign by the member- reputation in the business commu-

the state level, even if a State were not in resuming work. ship of Insurance Consultants' So- nity

full compliance That figure, lt seems to me, would be ciety This is not the case, sup- Ifinsurance is sogood, why have
ported bythe factthat our letters of so many firms been using high self-However, after the worker was awarded fairly easy to calculate, and would greatly resignation were the first notice insured retentionsp Is it because

his final benefit, he or she could file a claim reduce the legion of doctors and lawyers that the ICS had of our arrange- the costofinsurance is so definite,
with the Labor Department's benefit re- needed to decide how much a mangled ment with INA as Mr Hoffman pointed out'>

Perhaps one of the most impor- He also points out that improve-view board for supplemental compensa- limb iS worth m Illinois.
tant features ofthe program is the ment in loss experience might be

tion to make up for the difference between fact that only 50 premier contrac- due to "better working conditions,
the state benefit and the federal standard. Ranee Crain was theflrst editor of Bust- tors will be accepted each year, al- lower turnover, capital improve-

lowing for very special consider- ments, improved motivation orThat procedure would certainly even ness Insurance at the time of Zts foundzng ation to be given to these lisks in morale " Did he stop to think
things out as far as Illinois iS concerned. in 1968. He continues to keep a close eve or. the way of service and underwrit- that many of these causes may

But o f course the federal standards, rzsk management and znsurance tssues af- ing Due to this small number of have been instigated by the safety
risks to be entertained and ac- directorg

while putting Illinois on the same footing fecting the corporate community· In his cepted, RIMCO Risk Management Regarding his use of the adage
as everybody else, do nothing to check the weekly column tn Craln'S new regional expects very little, if any, adverse that insurance is never bought, but
more basic problems of excessive awards buszness pubhcation, Crain's Chicago reaction from the insurance mar- sold, I wholeheartedly agree with

ketplace or insurance agents/bro- this in the field of hfe insurance,for nonpermanent injuries, fraud and Business, he discussed the need for changes kers In addition, the program is however, in property/liability in-
other abuses m the system in workers compensation regulations. intended to solve a problem which, surance so much of the insurance

to date, has not been really avail- is required by law, by contracts,
able in the standard market Hope- etc that protection must be pro-
fully, this Innovative approach will vided The only thing that is sold inbusiness insurance the national netosmaganne of

loss prevention, riskfinanctng and solve a very knotty problem for so- that area is the agent/brokerand/or
emplove beneflt management phlstlcated and complex construe- insurer, protection either under an

tion risks while blazing a trail for insured or self-insured program is
other difficult and complicated almost mandatory The best exam-

G D CRAIN JR founder (1885-19731 risks ple is workers compensation
MRS G D CRAIN JR S R BERNSTEIN RANCE CRAIN Wm. Stokes Mcintyre, CPCU I would also take issue with his
chairman of the board chairman, executive committee president and ed:zonal director

Chairman of the board, RIMCO In- comment oflargeJudgments beingKEITH E CRAIN DAVID J CLEARY JR ALFRED MALECKI
ternational Inc , Dallas awarded because a company is asecretanv treasurer senior up-group publisher up publ:*er (New York)

target risk It is the suit that is filed

SUSAN ALT, ARM, CPCU, editor KATHRYN J MeINTYRE, news editor Our trademark that is due to the target nature of

Associates New York-STUART EMMRICH, ELLIS SIMON, Washington-JERRY GEISEL, Los Angeles-JOANNE GAMLIA, Chicago-JOHN the firm, not the Judgment I would
MAES, MARY ELLEN McKEE, LEN STRAZEWSKI, PHYLLIS GALLAGHER (asst ) Editonal production chief MERRILL SALTZMAN Art To the editor Re April 30 article hke to think that our Judicial sys-
director JOE FARACI Correspondents London-JOHN MILLER (01) 946-4215 Seattle-HARRIET KING (206-8882340) San Fl·qncisco- on Chicago brokers' styles tem is better than that'
MARGARET LeROUX (415-525-5082) Mr Strazewski's article refers My only hope lS that Mr Hoff-

to MeManus & Pellouchoud as man wrote his article tongue-ln-
DONALD A WALSH, Adventsing Director (New York) ROBERT L NIESSE, Midwest Sales Manager (Chicago) M&P M&P lS a registered trade- cheek as some of your other au-
Adveltising district managers New Yol·k-CHARLES A HORVATH, JACK FORREST Cllicago-DON MAHLMEISTER, Production manager mark of Mack and Parker, and has thors have doneChicago-FRAN PRYBYLO Promotton manager New York-RONNIE I DRACHMAN Assistant to the publisher Chiecgo-CELIA MA
LOUHOS, New York-JOYCE BAIDA been for several years Nestor R. Roos

Edward E. Mack III Director, Safety Management Pro-
Published by Crain Communications Inc, Chicago, HERBERT ZELTNER, group Up, ALFRED MALECKI, J J GRAHAM, S E COHEN, LOUIS F Executive vp, Mack and Parker gram, The University of Arizona,
DEMARCO, WILLIAM STRONG, ROBERT W KRAFT, STEPHEN D GILKENSON, ARTHUR E MERTZ, vice presidents, JAMES M Inc, Chicago, Ill Tucson, Ariz
FRANKLIN, up finance and administraton, MERRILEE P CRAIN, assistant secretary

Published biweekly at 740 Rush St, Chicago, Ill 60611 (312 649 5200) Offices 708 Third Ave, New York, N Y 10017 (212 986 5050), Suite 1253 Compelled to answer Self-funding debate
National Press Building, Washington, D C 20004(202-638-5300), 6404 Wilshire Blvd, Los Angeles, Ca 90048(213 651 3710) 75 cents acopy $15 ayear
in U S Foreign $5 a year additional WILLIAM STRONG, up-circulation PAMELA JANOUSEK, circulation manager, ROGER DiGREGORIO,

To the editor Re Norman To the editor Re the article
fulfillment director Four weeks' notice required for change o f address Send subscription correspondence to Circulation Department, Business HO ffman's Perspective article API 11 2, entitled "Self-funded ben-
Insurance, 740 Rush St, Chicago, Ill 60611 Telex 25-4248, Cable CRAINCOM Microfilm copies are available from University Micro films, 300 Zeeb April 2 efit boom draws concern " We also
Rd Ann Arbor, Mich 48013 Microfiche copies available Bell & Howell, Micro Photo Div-sion, Old Mansfield Rd , Wooster, Ohio 44691 I have read with extreme interest share the concern expressed in

Member of Business Publications Audit of Circulation *ABP the above captioned article and your article
feel compelled to answer What Self-insurance is a super con-
concerns me most isthe statement, Continued on page 16
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Letters column...
Continued from page 14
cept. The advantages are often
great but-self-insurance may not
be the best thing for everyone.

We fear that inexperienced pro-
moters may be influencing the
smaller (under 100 employes) and
often unsophisticated (from an in-
surance standpoint) employers to
self-insure without fully under-
standing the concept and risks in-
volved. Quite frankly, for many
small employers it doesn't make
sense economically.

Back in the early 1970s the

Lafayette Life was practically a
lone voice in the wilderness pro-

moting self-insurance and stop
loss protection. Our primary mar-
ket was employer groups with at
least 150 employes. While we oc-
casionally will write a group with
less than 150 employes, the vast
majority of our groups are consid-

erably larger. The essence o f self-
insurance is that an employer
should "budget for the predictable
and insure the unknown." What

might be predictable for the larger
groups certainly becomes less pre-
dictable as the size of the group
gets smaller. For an employer to

gain a real benefit he must avoid
trading dollars with the insurance
companies. For smaller groups the
expenses of administration, even

with third-party administrators,
plus the cost of the necessary stop
loss protection with lower deducti-
bles often will make the employer
feel that any possible gains are just
not worth the risk.

Again, self-insurance has many
distinct advantages over a tradi-
tionally insured group health pro-
gram. We support it and encourage
it-for qualified groups. Ijust hope

that others promoting it will

honestly explain all ofthe pros and
cons to the prospective buyer so
that he can make an intelligent de-
cision. I keep remembering that
someone once said, "There's no
such thing as a free lunch."

Steven P. Stucky, CLU
Group vp, Lafayette Life Insur-
ance Co., Lafayette, Ind.

Wrong year
To the editor: I would like to call

your attention to a misprint that
appeared in Business Insurance on

April 30, page 50.
The article entitled "Work Comp

Costs Rise 20% a Year" cites the

Chamber as stating that workers
compensation cost employers $20
billion in 1977. In fact, however, we

estimate that costs will approach
$20 billion for 1979.

Eric J. Oxfeld

Associate director, employe bene-
fits, Chamber of Commerce ofthe
U.S., Washington, D.C.

Life insurer organizes

property/casualty unit
MINNEAPOLIS-The North-

western National Life Insurance

Co. is entering the property/
casualty reinsurance business and
plans to start test sales of group
auto and homeowners coverage by
1981.

Northwestern is setting up a sep-
arate company for the reinsurance
and group business, which will be

capitalized with $7.5 million, said
John G. Turner, senior vp for
group insurance. Officials hope the
new firm, to becalled NWNLProp-
erty/Casualty Insurance Co., can
begin reinsurance business by
July, as soon as it is licensed by
Minnesota department of insur-
ance.

The company will operate from

Ifyourair
conditioning system

goes down this summer,
you stand to lose more

than iustyourcool.

If your refrigeration or

central air conditioning
system goes down this sum-
mer, you stand to lose alot
more than just your cool. You
could lose thousands - even

hundreds of thousands - of

dollars in equipment damage,
ruined goods, interrupted
services, and lost customers.

Believe us, we know, be-
cause Hartford Steam Boiler

is the world's largest insurer
of air conditioning and refrig-
eration systems. This means
our staff of over 900 inspectors
and engineers probably per-
forms more hands-on inspec-
tons on m6re different types
of equipment in a month than
most companies inspect in a

year. So no one is more famil-
iar than we are with the

causes of equipment break-
down.

We would like to share this

valuable experience with you

through a copy of our Air Con-
ditioning and Refrigeration
Log Program and Air condi-
tioning Start-Up Checklist that
can help you avoid air condi-
tioning failures.

The Air C6nditioning Start-
Up Checklist details sugges-
tions to assist you in achieving
the reliable and uninterrupted
service you require fr.om your
equipment. It points out items
that should receive special
attention prior to spring start-

up. Offered as another of
Hartford Steam Boiler's risk

management services, the
information was distributed

to our customers before last

year'scooling season to help
them avoid costly shutdowns
and equipment damage.

Of course, this information

would have maximum bene-

fit if the appropriate Inainte-
nance logs are used for
equipment crt all your major
facilities. So keep your cool
this cooling season. Mail us
this coupon for your free
information today.

I want to keep my cool.
Please send meyour free sample
Logs and Checklists.

Nrne

Title

Comprmy
A88resu;

City
Strite Zip

Send coupon to:

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
56 Prospect St., Hartford, Conn. 06102

We help more risk managers
manage risks better.

Northwestern's main office here

and will be manned with a separate
underwriting staff, said Mr.

Turner. The company will have a
capacity of $20 million and it is
looking for $1 million in premiums
on reinsurance businessin the first

year of operation. It will not write
direct property/casualty insur-
ance.

No particular risks are in mind.
said Mr. Turner. Business will de-

pend on what is available among
ceding companies, He mentioned,
however, that building fire cover-
age, marine, product liability and
other special risks are possible

lines of business for the company.
The reinsurance firm will seek

authority to do business in all 50
states, said Mr. Turner. "We have to
go where the brokers and interme-
diaries are and most of that busi-

ness is in the larger cities."
Northwestern already nets

around $10 million yearly in rein-
surance premiums through its life
company, doing substantial busi-
ness in catastrophic accident cov-
erage.

Group auto and group home-
owners coverage will be sold for
the new reinsurance company be-
ginning in 1981, marketed by
Northwestern's existing group
sales force, Mr. Turner said. "We
see the opportunity for profit in the
reinsurance business, but we feel
there is also the opportunity forthe
marketing of our group auto and
homeowners," he said.

The auto and homeowners

package will be "true group" plans
where all participants pay the
same rate, he said.

The company will test market
the coverage first before pushing
any large-scale sales effort. "We'll
start in Minnesota and a couple, of
other states where the regulatory
climate and our presences in the

group industry is strong enough to
make the initial test," said Mr.
Turner.

With Northwestern's substantial

group insurance sales, the auto and
homeowners coverage will proba-

bly be easily integrated into em-
ploye benefit packages, said Mr.
Turner.

The company is also considering
moving its grouphealth insurance
company into the new reinsurance
firm from the life company, but no
decision has yet been made, said
Mr. Turner. He mentioned there

are possible tax advantages to such
a move. A life company is taxed on
investment income, while a
property/casualty operation pays

only on the gains of its operations
because investments are in tax free

securities.

The company reported operat-
ing income for 1978 of $29.3 mil-
lion, a 23.6% increase over the 1977
total o f $24 million. Group and in-
dividual life insurance sales last
year were $4 billion and the com-
pany had $22.5 billion in consolida-
ted insurance in force last year,
$3.2 billion more than in 1977. As-
sets stood at $1.6 billion at the end
of 1978, $194 million more than the
year before. •

Fla. storm losses
Insured losses caused by wind,
tornadoes and flooding which af-

fected portions o f Florida May 8-9
are estimated at $8 million by
the American Insurance Assn.
Heaviest damage occurred in
Pinellas, Hillsborough, Polk and
Volusia counties. This damage es-
timate does not include losses cov-
ered under the National Flood In-

surance Program. Insurance Ser-
vices Office assigned catastrophe
number 98·tothe storm.



In our business, too,
it takes more than bravado to make a star.

You have to be bold to get out
there and create a stir. But you'd better be con-
sistently good at what you do if you want to keep
them coming back.

In over forty years in the insur-
ance business, we've developed the expertise
that gives creativity its power. The result has
been recognition of our name and respect for our
ideas the world over.

So when Schinnerer & Co. comes

up with a new product, brokers know what's
behind it. Years of international experience in
which stability has figured as prominently as
innovation. Thoroughly worked-out programs for
prevention of loss. An intricate network of re-
search, analysis and professional application that
keeps us responsive to the subtlest changes.

Up until recently, we've been a
quiet presence in the marketplace. But we're
stepping out into a few more spotlights now, and
you're going to get used to seeing our name.
Whenever you do, you can expect an accom-
plished performance.

VItorO.

bcninnerer
&Compary Inc.

5028 Wisconsin Avenue, N.W.

Washington, D.C. 20016
(202) 686-2850
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Independent Insurance Agents of America, Inc.
85]ohn Street, New York, N.Y. 10038

Over 126,000 member agents representing 34,000 agencies. More than
250,000 dedicated employees serving America's insurance needs.

800=221-7916
Call this 24 hour, toll-free number today · In Alaska, Hawaii, and New York State call 212-285-4283 collect.
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Lloyd's probes former Sasse syndicates
By JOHN H. MILLER

LONDON-Lloyd's has ordered
an inquiry into the activities of all
the insurance syndicates which
have been contrclled in recent

times by troubled underwriter

Frederick H. Sasse.

His Synd:cate 762 has lost $27
million on U.S. and Canadian fire

risks and computer leasing claims
in a long-running story of prob-
lems which already goes back
three years.

But in order to clarify its ac-
counting position, there will be a
probe into three other syndicates,
cne of which dealt.with livestock

cover, at the behest of Lloyd s

) This widens the work of Lloyd's
underwriter Stephan Merrett,

Universal Casual*H & Sure*H
COMPANY, LTD.

BALANCE SHEET DECEMBER 31, 1978 (in U.S. dollars)

ASSETS

Certificates of deposit (No:e 2)
Cash ard time deposit
Accrued interest recei,able

Reinsurance premiums due
Accounts receivable-Managing agent
Prepaid under reinsurance treaty

$10,300,00C
8.971

744,575

49,816

20,567

7,413

$11,131,342

CANADIAN IMPERIAL BUILDING

UNDERWRITING MANAGERS

LIABILITIES AND STOCKHOLCERS' EQUITY
UabHities:

Loss reserves $ 264,966

Une:rned premium reserve 87,6£5

Accrued interest payable 46,319

Total liabilities 398,930

Commi·ments and cont.ngencies (Note 3)

Stockholders' equity:
Cimmon stock, oar $1 - shares authorized,

. 20,000,000; shares issued, 5,OOC,000 5.000,OCO

Addit onal paid-in caFital 5,000,000

Retai-ted earnings 732,412
Total stockholders' equi-y 10,732,412

$11,131,342

INTERISLAND INSURANCE MANAGEMENT LTD.
P. 0. BOX 1374

GEORGE TOWN. GRAND CAYMAN TELEX: CP221

CAYMAN ISLANDS, B. W. I. CABLE: INSCAYMAN ·

tf'4>*

ANSBK: INSURANCE

TELEPHCNE: 95540

whose efforts to recover monies for

some o f the dismayed member? of
the syndicate have disclosed seri-
ous discrepancies in its accounts

for the financial years 1976-77.
Mr. Merrett has agreed to con-

=inue the winding up management
of the syndicate, which was sus-
pended 18 months ago, so as to be
able to help all concerned. Effec-
tively, therefore, he has withdrawn

his threat to quit this task, which
he tendered alone.

- The problem came to a head
whentheLloyd'scommitteeunder
chairman Ian Findlay offered a $14
million .oan to tide the syndicate's
members over their personal
losses of $27 million on claims
which have already been paid out

for U.S. fire and computer leasing
risks and Canadian fire exposure.

But Mr. Merrett felt this was not

enough and announced that he felt

obliged to cancel his contract to
run the Sasse syndicate which he
had accepted in May last year.

Lloyd's on the other hand argued
that if it extended the"audit date"

for the completion of Sasse ac-
counts by two months to the end of
July it would give more time to ex-
amine the situation and would al-

low breashing space for all.
There are reports of more law-

suits in the offing, with the

troubled Sasse syndicate looking
at the position of the Lloyd's brok-
ing group Brentnall Beard which
in:roduced some ofthe controver-

sial lines to it. In turn. Brentnall

Beard intends to take action

against some ofthe agents and sub-
producers in the U.S. who brought
the risks to them through Den Har

Underwriting Agency of Florida.
Dennis Harrison of Den Har is

trying to get Brentnall Beard's
claim against him for $2 million
thrown out in the FIorida courts,
but his motion to deny the lawsuit
on the ground that Brentnall Beard
is a "foreign corporation" with no
office in Florida will be resisted.

The troubled members of the

Sasse syndicate, who feel responsi-
bility for some of its affairs must
rest with three of its principals to
whomtheywere introduced by un-

derwriting agents, are themselves
forming an "action group"to pro-
tect their interests.

Joseph Benjamin, a UK finan-
cial expert, who has lost heavily in
the syndicate told Business Insur-
ance: "The Lloyd's rules are not
good enough ifwe're suddenly fae-
ing enormous losses when we had
no power to control the nature of
the business, and that is why we
think the extent of assistance so

far offered us is not acceptable."
Sources at Lloyd's indicate that

the syndicate was effectively being
run during 1976 and 1977 when the
losses mounted by Frederick H.
"Tim" Sasse, a Lloyd's under-
writer since 1951, Thomas Pierre
Turnbull, a Lloyd's underwriter
since 1949, and John Victor Scott,
also at Lloyd's since 1965 as an un-
derwriter.

Members face losses greatly in 
excess of their shares in it. For

those with an average share of 
$80,000, their debts will amount to
more than $300,000. Among the 
affected names is Princess I
Margaret's private secretary, Lord
Napier, who statedthat he does not
yet know the size of his commit- I
ment.But the difficulty is that many 
members of Lloyd's still believe
the losses were due to bad under-
writing judgment and so should be
completely borne by its names in
keeping with Lloyd's traditions. •
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Employers pay in Kennedy health care bill
By JERRY GEISEL

WASHINGTON-Sen. Edward

 Kennedy's (D-Mass.) latest- na-
tional health insurance bill gives a
mAjor role to insurers and employ-
ers, a significant departure from

his previous proposals.
Even so, few predict the legisla-

tion will pass. Unlike his earlier
measures in which benefits were to

be provided by the federal govern-
ment,+Sen. Kennedy now wants
employers to purchase a mandated
benefit package for theiremployes
from a "certified" group.

Meanwhile, President Carter

I was being urged by officials in his
Administration to support a na-

tional health insurance plan that
would cost about $20 billion a
year-about $15 billion of it in fed-
eral funds and the rest coming

from private industry. And others
are promoting a proposal by Sen.

Russell Long (D-La.).

Under the Kennedy plan, insur-
I ers and HMOs would have to join

one of four consortia and meet

more than 20 separate require-
ments. Employers who self-insure
health benefits would also have to
joinone of the consortia.

1 Employes could be required to
 pay for up to 35% of the health in-

surance premiums; the exact per-
cent would depend on the
employe's income.

Comprehensive benefits pro-
vided under the Kennedy plan in-
clude -full coverage -for hospital

care, physician services in and out
o f the hospital, laboratory services,
ambulance services and medical

equipment.

Costs of catastrophic illnesses,
not defined in the bill, would be-
fully covered with no non-medical
limits on the number of hospital
days or number o f physician visits
to patients.

In addition, there would be lim-
ited benefits, also not defined, for
drugs, home care, nursing home

stays and mental health care.
Ifthe plan were enacted, it would

Insurers and employers are as-

signed roles in Sen. Edward
Kennedy's new national health
insurance bill.

*swell the federal budget by $28.6
billion .annually, Sen. Kermedy
said. The government would pay
for coverage for the poor, the
elderly and the unemployed.

Sen. Kennedy estimated thecost

to employers of improving their
benefit plans would be $11.4 bil-
lion. That's almost a third more

than what employers paid for
group health insurance in 1977, ac-
cording to the Chamber of Com-
merce.

The Kennedy ·bill was ·endorsed
by 65 interest groups representing
labor, consumers, the elderly and

religious and civil rights groups.
AFL-CIO secretary-treasurer Lane
Kirkland said thehuge confedera-

tion oflabor unions supported this
bill because President Carter

failed.to fulfill campaign promises
to enact national health insurance

and now "we must go our own
way."

The American Medical Assn. in-

directly disputed Sen. Kennedy's
cost estimate noting that the pro-

Advocates concede

Government can't pay

full national health tab
WASHINGTON-National

health insurance advocates today
believe that the government
should only provide a portion of

Contributing to the disenchant-

health insurance benefits, an em-
ploye benefits expert says.

ment with a full-fledged national
health insurance program, at least
within bureaucratic ranks, has
been the administrative-hassles en-

countered with the pension reform

law, says Steven Schanes, presi-
dent o f the San Diego, Calif., con-
sulting firm bearing his name.

Concern for run-away costs, rec-
ognition of improved employer-
paid plans and political upheavals,
such as the Watergate scandal, also
quelled demand for full-scale na-

tional health insurance, he says.
Prior to the early 1960s, national

health insurance (NHI) was envi-
sioned as a federal takeover ofthe

private health insurance system in
which the government would pro-
vide comprehensive benefits to the
entire population.

But in a fundamental shift over

the last 15 years, NHI backers now
see the government as a provider
of benefits to persons who lack ad-
equate health insurance rather

than as a sponsor of a universal,
mandatory plan.

This new, sharply limitedview o f

the role of federal government in
NHI reflects the fear that the huge
cost escalations of other federal

programs, such as Medicare, might
be repeated in ·a comprehensive
public program, according to Mr.
Schanes.

Speaking ·before a Washington
conference sponsored bythe Inter-
national Foundation of Employe
Benefit Plans. Mr. Schanes said

that before the mid-6Os the debate

surrounding NHI involved meth-
ods of financing and:the range of
coverage; rather than the extent.of
government participation.

In those days, most frequently
discussed were how NHI should

be financedand whether benefits

would be provided throughout an
individual's life. Generally, cover-
age was expected to be from cradle
to grave, Mr. Schanes said.

But during the years of the
Nixon Administration, the debate
began to take a different focus.
·Employers were beginning to

' make enormous improvements in
their group hospital and medical
plans, reducing the pool of Ameri-
cans unprotected against health
care bills.

At the same time, the costs of
other federal health programs,

Continued on following page

posal would result in "hugecosts."
AMA executive vp James H. Sam-
mons also charged the measure
would lead to "rationing of health
care services."

Sen. Bob Dole (R-Kans.) lam-
basted the bill. It would "cost the

American taxpayer a great deal of
money-unnecessarily-either di-
rectly through taxes or indirectly
through highercosts for premiums
or services," he charged.
. But Sen. Jacob Javits (R-N.Y.)

saluted the bill for "recognizing
the important role of the private
sector," and for its minimalimpact
on the federal budget.

Health, Education and Welfare
secretary Joseph Califano said he
supported the bill's introduction,
but he cautioned that.a health bill

needs very broad support to have
any chance of passage.

Most ·observers doubt that the
Kennedy bill has a realistic chance

of passage. But Sen. Dole pre-
dicted that Congress will approve
legislation introduced by Sen.
Long that would provide everyone

with protection against "cata-
strophic" medical and hospital
bills.

Under Sen. Long's bill (S.351),
employers would have the option
of purchasing catastrophic insur-
ance from either private insurers
or from a public plan. The insur-
ance would cover all medical and

hospital ·expenses that exceed
$2,000.

The catastrophic health insur-
ance program would be financed

through a 1% payroll tax on employ-
ers. Employers who choose to buy

coverage from private insurers
would subtract from their 1% pay-
roll tax liability the premiums paid
for thecatastrophic insurance poli-
cies.

Meanwhile, under one plan that
has been submitted to President

Carter, federal expenditures for
the Medicaid program would be
boosted by $12 billion to standard-
ize and improve benefits.Medicaid
provides health insurance cover-
age for the poor.

In addition, employers would be
required to beef up their group
health insurance plans to provide

coverage for catastrophic illnesses.
This requirement could add.$5 bil-
lion to employers' health insur-

ance premiums.

These options, along with sev-
eral other features, would make up
the first phase of the Adminis-
tration's national health insurance

program.

HEW secretary Joseph Califano
said last summer that the

Administration's national health

insurance plan would be designed
to be phased in gradually rather
than being presented to Congress
to be enacted in.one big swoop be-
cause of political and economic
considerations. m
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Advocates concede...
Continued from previous page
such as Medicare, which provides
benefits to persons over 65, began
to climb out o f sight. Policymakers
began to question whether the gov-
ernment had the resources, at a
time of mounting inflation, to un-
derwrite a massive new program.

As a result, Nixon staffers scaled
back the scope ofan NHI proposal,
so that only the poor would receive
federal health insurance benefits
or subsidies. Underthe Nixon Fed-

eral Health Insurance Plan, bene-
fits only were to be payable to fami-
lies with incomes of less than

54,800.
The Nixon plan, which also re-

c uired employers to offer certain
benefits, was very complex and
self-defeating, said Mr. Schanes,
who worked in the Commerce De-

partment at the cin-.e.
While the Nixon lower-income

health insurance plannever got off
the ground, the Nixon years
marked the beginning ofa massive
infusion of federal dollars to ex-

pand the number ofprepaid health
centers or he: lth maintenance or-

ganizations (HMC)s).
"All of a sudden, millions ofdol-

lars were available for starting
HMOs," Mr. Schanes said. Some of
those early HMOs turned out to be
very good, while other HMOs
proved disastrous and collapsed,
he added.

Discussion of NHI and other

health issues, though. came to a
halt as the Nixon Administration

and the country became increas-
ingly distracted by Watergate.

With the election o f Jimmy Car-
ter in 1976, NHI once again became
an issue. But by then, the enthusi-
asm of the Department of Health,
Education and Welfare, a key
backer o fNHI, began to wither as it
witnessed the problems the Labor
Department and the Internal Reve-
nue Service had in administering

the pension reform law, Mr.
Schanes said.

"Under ERISA, we learned the
limitations of federal intervention

and regulation of private industry.
That had a quieting effect on the
drive o f HEW to take over the

health care delivery system," said
the former director of the Pension

Benefit Guaranty Corp.

At the same time, President
Carter's original commitment to
NHI waned as potential costs
mounted. Like former president
Nixon, Mr. Carter wants a compre-
hensive health protection plan, but
only if the government provides
just a portion of the benefits, Mr.
Schanes said.

1 1 Some facts about a large underwriter.

OV,V 1 • dating back to 1890, is an Association of
Industrial Risk Insurers, with roots

45 leading insurance companies. Chances are, most
are well known to you.
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Our insurance in force worldwide is in excess of
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Even Sen. Edward Kennedy (D-
Mass.), the country's leading advo-

cate of NHI for the last decade,
now recognizes that soaring costs
and improved employer spon-
sored health insurance plans have
reduced the need for a mandatory
government plan.

For example, Sen. Kennedy's la-
test NHI proposal leaves a signifi-
cant role for private health insur-
ers, a sharp departure from his ear- '
lier bills which would have elim-

inated insurance company partici- 
pation in providing benefits. •

HEW awards '

2 g ra nts to
Conn. HMOs

STAMFORD-The Department
of Health, Education and Welfare
has approved grants for two orga-
nizations seeking to establish

HMOs in Fairfield County here and
is considering an application from
an existing independent practice
association for funds to upgrade
into a federally qualified program.

Should all three ventures prove
successful, the number of federally
qualified HMOs in the county
would quadruple.

Fairfield County is a rapidly
growing corporate headquarters
center and one o f the most affluent
sections of the United States.

At present, Connecticut Health
Plan, a staff model facility, is the
sole federally qualified HMO in the
county. Bridgeport and Stamford
are the two largest population cen-
ters in Fairfield County, connected
by a 25-mile stretch ofthe Connect-
icut Turnpike.

Southern Connecticut Commu-

nity Health Plan has been awarded
a $1.5 million development grant
from HEW. The organization,
which is affiliated with Westches-

ter Community Health Plan of
White Plains, N.Y., is seekingtoes-
tablish a. staff model HMO here.

After two years of operation, the
Westchester County HMO has at-
tracted 15,000 members and is al-

ready operating on a break-even
basis.

Several Connecticut employers,
including Pitney Bowes, Xerox,
American Can and Olin Corp.,
presently offer the Westchester

plan to their employes living there
and it is expected they will also of-
fer the Southern Connecticut plan
once it becomes fully qualified.

Approximately 6,000 persons are
projected to enroll in the Southern
Connecticut plan in its first year.

HEW also awarded a $150,000

planning grant to Greenwich
Health Management Institute,
which is seeking to establish an in-

dependent practice association in
Greenwich. Greenwich Health

Management Institute originally
sought to establish a staff model
HMO, but changed its posture be-
cause ofthe Southern Connectieut

plan's presence.

Under federal law, employers
are required to offer to employes
participation in one federally qual-
ified staff model HMO and one

federally qualified independent
practice association model HMO.

Meanwhile, Physicians Health

Services Inc., an existing indepen-
dent practice association serving
Bridgeport, is awaiting notifica-
tion on a $45*000 HEW grant that
would allow it to upgrade into a
federally qualified facility. •

Cravens Re opens
Cravens Re, a new property fa-
cultative reinsurance market head-

quartered in San Francisco, has
opened its doors. Highlands Insur-
ance Co. of Houston, part of Halli-
burton Group, is the issuing com-
pany.



Cement companies set

Bermuda captive plan
By JERRY GEISEL

HAMILTON, Bermuda-Ten ce-
ment manufacturing companies
have banded together to form a
new Bermuda group-owned insur-
ance subsidiary to provide a stable
market for their liability cover-
ages.

Portland Assurance Ltd. (P.A.L.)
will offer policyholders up to $1
million of primary coverage for
workers compensation, general li-
ability and automobile liability.

Primary policies will be issued
by Ideal Mutual Insurance Co. of
New York, which will retain some
of the risk and reinsure the rest
with P.A.L.

Various deductibles are avail-
able with the size ofthe deductible

individually negotiated. In addi
tion, policyholders can purchase
up to $10 million of umbrella cov
erage through J.H. Blades & Co
Inc. in Houston, P.A.L.'s on-going
consultant and coordinator.

Interest in P.A.L. began about
two years ago when cement manu
facturers were hit with big price

Product liability premiums in-
creased by multiples, says J. H.
Blades vp Bill Yeargan.

hikes in their product liability and
umbrella coverages. "Product lia
bility premiums were increasing in
multiples in some cases," recalled
Bill Yeargan, vp at J.H. Blades.

In the fall of 1977, Wyatt Co. was
retained by the cement manufac-
turers to come up with an alterna
tive to those rising liability insur
ance costs. After surveying partici
pating companies' insurance costs
and claims experience, Wyatt Co
found that a group-owned insur
ance company would help stabilize
premiums and provide cash flow
benefits.

During P.A.L.'s first year of op
erations, the annual premium flow
should hit $2 million, Mr. Yeargan
said. By the end of P.A.L.'s fifth
year, the premium flow could be as
much as $7 million or $8 million
coming from 20 policyholders.

Premiums are expected to range
from $ 150,000 to $ 1 million. The av
erage premium probably will be
about $400,000, Mr. Yeargan said.

Policyholders' claims will be ad
justed by General Adjusting Bu
reau. Ideal Mutual will supervise

the claims. Blades Management
Co. ofHamilton, Bermuda, is man

aging P.A.L.
Initially, policyholders' pre

miums will be based on standard

rates. However, premiums will be
adjusted as policyholders' loss ex
periences unfold. Dividends will

be available to reward companies
with good loss records.

Cement manufacturing compa
nies who join P.A.L. may be
able to slash their liability insur
ance costs by 15% to 20% after
three or four years, Mr. Yeargan

said.

While premium savings should
not be overlooked, the most impor-
tant function of P.A.L. will be its

ability to offer a stable, reasonably
priced market able to provide the
amount of coverages that the ce-
ment manufacturing companies
need, Mr. Yeargan added.

Companies whose cernent

manufacturing sales comprise at
least 50% oftheir total sales are eli-

gible for P.A.L. primary and um-
brella coverages. For companies
whose cement manufacturing
sales are less than 50% of total

sales, the primary program is avail-
able only and then only, for the
firms' cement manufacturing divi-
sions. •
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MARSH & McLENNAN

Courtesy, Ishikawalima-Hanma Heavy Industries Company Limited
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Floatingpulp mill and tugs travel 15.000 miles safely, protected all the way by insurance armnged through Marsh & McLennan.

If we could arrange insurance
lora pulp mill that crossed the ocean,
we can protect almost anything
afloat.

Imagine, if you will, a Now imagine that the
structure that stands taller structure is floating atop a
than a 16-story building and barge and about to embark on a
longer than two football fields 93-day, 15,000-milejourney
placed end to end. that starts in Japan and ends

in Brazil, far up the Amazon
River.

This gives you some idea of
the challenge our marine insur-
ance specialists faced when we



were asked to arrange the in- Smaller companies, too, leading insurance broker.
surance for the floating pulp appreciate these But even more important:
millshown. Nothing like this advantages. it's a clear sign that what we do
had ever been attempted be- Don't let our size scare you for our clients is working.
fore.

off. A project the size of a pulp
Our experts got to work mill is extraordinary, even for

and developed the necessary Marsh & McLennan. Most of Ifyou'd like to know more
c6verage. Our client's needs our hull and cargo clients are about ways we might help you,
were satisfted. They've come to much smaller in scale-and write.to Mr. John W. Buzbee,

expect the best from us and we each receives.the services ofex- Senior Vice President, Marsh &
work hard not to let them McLennan, Incorporated, Dept.perts in the intricacies of ma-
down. rine insurance. These skills are 1000 BI, 1221 Avenue Qf the
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House panel approves

pension insurance delay
WASHINGTON-The House

Education and Labor Committee

has approved legislation (H.R.
3915) to defer for 10 months the

date the Pension Benefit Guaranty
Corp. (PBGC)must guarantee ben-.
efits to members of terminating
multiemployer pension plans.

Under the bill, introduced by
Rep. Frank Thompson (D-N.J.),
the PBGC would not be mandated

to insure multiemployer pension
plans until May 1, 1980. Currently,
the PBGC is slated to begin man-
datory coverage of multiemployer
plans July 1.

Rep. Thompson said the delay in
mandatory coverage is needed to
give Congress sufficient time to re-

view PBGC's long term solution

for guaranteeing benefits of col-

lapsing multiemployer plans.
Under PBGC's proposal, which

was introduced in Congress earlier
this month, premiums the agency
charges multiemployer plans for
termination insurance would be

boosted gradually over a five-year
period until they hit $2.60 per par-
ticipant annually. The current pre-
mium is 50 cents per participant.

In addition, participants of ter-
minating multiemployer plans
would be guaranteed 100% of the
first $5 per month per year in
vested benefits and 60% o fthe next

$15 per month per year in vested
benefits. Currently, the PBGC has
discretionary authority to pay

monthly benefits of up to about
$1,000 to members ofa folded plan.

The new benefit guarantees
would effectively limit PBGC's
maximum monthly payout to be-
tween $500 and $600, but most pay-
outs are expected to be lower.

For example, under the service-
related formula, PBGC would pro-
vide a benefitof$350 permonth for
a participant with 25 years of ser-
vice and $462 per month for a par-
ticipantwith 33 years o f service.

Furthermore, the PBGC pro-
posal would allow a plan in finan-
cial trouble to freeze benefits and

reorganize rather than terminate.
The termination insurance rate

hike and the reduction in guaran-
teed benefits are intended to en-
sure that the PBGC has sufficient

assets to pay benefits for the ex-
pected rash ofterminaticns o fmul-
tiemployer pension plans.

A PBGC study found that about
2% of all multiemployer plans are
experiencing "extreme financial
hardship." •

Senator wants to dump

pension reporting rule
WASHINGTON-Sen. Lloyd

Bentsen CD-Texas) has renewed

his drive to simplify the pension
reform law by introducing legisla-
tion (S. 1089) that would relieve

employers of the current require-
ment for distributing annual sum-
mary reports to plan participants.

The bill would also give taxpay-
ers the option of filing annual pen-
sion reporting forms at the time
they file their annual income tax
returns. Currently, these forms
must be filed no later than nine

months after the close of a plan's
year.

Furthermore, the legislation
would require the Internal Reve-

nue Service to prepare a guide to
assist small firms in keeping accu-

The Corroon  Black
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rate pension records.

While plan sponsors no longer
would be required to distribute
summary annual reports to plan
participants, they would have to
post an outline describing the plan
and giving the name of a corporate

official who could provide addi-
tional information about the plan.
A statement explaining partici-

pants' rights under the plan would
have to be included.

In calling for the elimmation of
the summary annual report, Sen.
Bentsen noted that employers
have found it costly to annually
furnish this information about

plan assets and investments. He
also said that employes have not
found the summary annual report
useful.

However, employe interest

groups, such as the Ralph-Nader-
backed Pension Rights Center, in-
sist that summary annual reports
be retained so that plan partici-
pants can be in a position to deter-
mine if their contributions are be-

ing invested in their interests.
Sen. Bentsen introduced similar

legislation during the last session
but it failed to get congressional
approval. The new bill now goes to
the Senate Labor and Human Re-

sources and Finance Commit-

tees. •

N.Y. firm pays

in pregnancy

plan beefs
ROCHESTER, N.Y.-Twenty-

six women employed at Rochester
Telephone Co. won a $40,000 settle-
ment and a promise from their em-
ployer that pregnancy benefits will
now be paid at the same level as the
company's other disability bene-
fits.

The settlement came after the

women filed a discrimination com-

plaint with the state charging that
the cornpany had been illegally
denying them proper pregnancy
benefits. They claimed that the
company was circumventing an
August 1977 state law thatrequires
employers to treat pregnancy as

they would any other temporary
disability. It also specifically set
minimum benefits for pregnant
employes.

The company, which will pay
settlements ranging from $4,667 to
$714 out of its self-insured disabil-
ity insurance fund, had forthe past
year only been providing pregnant
employes with those benefits
strictly mandated by the state law:
eight weeks of half pay for normal
pregnancies and up to 26 weeks for
cases with complications.

But the state's Human Rights Di-

vision had ruled in January that
the company was required by law
to provide the same level ofbene-

fits as it would for any other dis-
ability, which, depending on an
employe's years of service, might
have been as much as double the

state's minimum.

A spokesman for the telephone
company said it now is following

these state guidelines and offers
the same level of benefits for all

disabled employes.
The earliestofthe claims against

the company were filed in 1975,

when the company was not paying
any disability benefits at all to
women with normal pregnancies,

just those who had complications.
About two-thirds of the

company's 4,600 employes are
women. •



Firms undo
ioint office
in Bermuda

HAMILTON, Bermuda-Hanna
Mining Co. is digging deeper into
the captive insurance company
business, chipping out its niche as
anownerofacaptivemanagement
company as well as three captives.

But in the process, it has broken
long-standing ties here with Car-
gill Inc. and Cargill's insurance
subsidiary, Horizon Insurance Co.
And Hanna has hired Horizon's
staff to run its new management
company.

"There's no animosity or ill feel-
ings," says Hanna Mining's assis-
tant treasurer Duane Allen. "We
had different interests," says Irv
Hyland, vp of the administration
division of Cargill.

The different interests essen-
tially were Hanna's desire to ex-
pand its Bermuda operations into
captive management and Cargill's
desire to solely own its manage-
ment company.

Altamid Management Co. was
formed last fall by Hanna to for-
malize an informal captive man-
agement program that had devel-
oped over the last nine years in
Horizon's office here.

Hanna and Cargill had main-
tained a jointly funded office in
Bermuda since 1961, which at first
managed the business of steam-
ship companies and trading com-
panies. Cargill formed its captive
in 1963, the first formed by Fred
Reis's International Risk Manage-
ment. Cargill's Horizon setup shop
in the Bermuda office and Hanna's
insurance subsidiaries followed
suit in 1970.

"We cost shared," Mr. Allen ex-
plained, with Horizon billing
Hanna Mining for the time of its
staff and office facilities. The

group-owned captive CIRCL that
Hanna is part of also set up shop in
Horizon's office on the same basis.

Part of the impetus to forming
Altamid was the desire ofthe direc-
tors of CIRCL (Captive Insurance
& Reinsurance Co. Ltd.) to have a
"formalcontract, so we had to form
a management company to satisfy
their desires," noted Mr. Allen.
When Hanna formed Altamid,"we
proposed Cargill take 50% owner-
ship," Mr. Allen said. "They de-
clined."Afterninemonthsofnego-
tiations, Cargill formally an-
nounced this month it wanted no

part in Altamid.
"Horizon Insurance Co. always

provided administrative services
for Oceanview and Erieview," said
Cargill's Mr. Hyland. "When they
got into CIRCL, they needed a
management company. We didn't
have the same emphasis as they."

Horizon is not one ofthe 12 mem-
bers of CIRCL.

We are starting our own man-
agement company for Horizon,"
said Mr. Hyland. But Cargill, un-
like Hanna, has no intention o f
managing other captives. Horizon
is"a good sizedcompany," Mr. Hy-
land says, with $20 million in assets
and underwriting 70% to 80% ofits
business for third parties. Its insur-
ance of Cargill ventures is mostly
restricted to international opera-
tions, with Cargill's domestic oper-
ations insured in a Minnesota-
based counterpart.

The five-person staff at Horizon,
however, has chosen to stay with
Hanna Miningto run Altamid, with
Richard S. Thompson the manag-
ing director.

Hanna's investment in Altamid
is $12,000. "It's not much and it
gives us the formalized ability to
provide contract management ser-
vicestoothercompanies,"saysMr.
Allen. "We hope to manage 20 com-
panies eventually." •

. D

e Bu U bre a

a y ot e xcess Sur I es

eo a an ua o CO eo
ea a to sa md h ngS

e tie o ici ate o r ee s
se ee aos ce e

0 0 , ts ove t ad, a @S

ea CO s Stat o to s

:411

ts t e lar est a de des €10 estic company e ed te wr
s Spewal urpose and einsura €e s ness.

nd L Y activity

-ameron a d Golby €0 60 Battery arch S reet, 80§BN 02,10 617 357 8400
- IGAGe artford Plaza Building 31208*921

A LANTA, 3340 Peachtree oad E 404/2661480



TheEconomics

...

t '
t

. ) 1)1

Getting injured workers back to work
is proving its worth in economic as well as
human terms. The dollar benefits are in,

creasingly apparent as more companies
self.insure workers' compensation.

A brief review by INA of an insurance
topic of interest to business executives.

Many companies report that
workers' compensation has be-
come their highest property and
casualty insurance cost. Added
to the impact ofincreasingly lib-
eral state laws and court settle-

ments is the cost of injured
workers who are slow to return

to work or who do not return at

all. A worker at home for life

today could well draw total ben-
efit payments of a quarter of a
million dollars.

Beyond physical rehabilita-
tion, vocational rehabilitation -

making it possible for injured
workers to return to gainful em-
ployment - is becoming increas-
ingly important in answering
this problem. Every dollar spent
on rehabilitation can save as

much as $10 in claims payments
when a worker is reemployed.
This recognition has spurred
more corporations to utilize vo-
cational rehabilitation, while
several states have mandated it as

part of their workers' compensa-
tion laws.

The dollar savings are partic-

ularly apparent to the increasing
number of companies that self-
insure workers' compensation.
While a company that relies on

an outside insurer will probably
experience a premium savings if
workers return to work more

rapidly, self-insurers feel the eco-
nomic benefit directly.

Moreover, benefits can ex-

tend beyond workers' compensa-
tion. For example, companies
that self-insure automobile fleet

coverage gain when employees
injured in company vehicles are
rehabilitated quickly. And firms
providing long-term disability
coverage also gain if employees
who are incapacitated off the job
return to work sooner.

A coordinated effort

Rehabilitation is most effec-

tive when the "whole person" is

treated. Psychological counsel-
ling may be needed to reassure
the patient about his or her abil-
ity to return to work and restore



of
the motivation to do so. And the

patient's family should be urged
to lend its encouragement.

The attending physician
must be consulted to assess the

injured's work capabilities.
And, of course, the employer's
cooperation must be solicited.
Ideally, it will be possible for the
recovered worker to return to the

same or a related job, perhaps
with a modification ofwork con-

ditions. Many corporations now
assign specific staff people to as-
sist injured workers' reassimila-
tion into the company.

It may be necessary, how-
ever, to find a new employer.
And in severe cases, vocational
training will be needed to pre-
pare the disabled worker for a
different kind ofwork.

Minor injuries-major cost

Severely injured workers ob-
viously require an early rehabili-
tation response. But neglecting
seerningly minor accidents - far

larger in number, ofcourse- can
also' be costly in the long run.
Lower back strains, for example,
too often turn into long-term
disabilities. As the recovery pe-
riod stretches out, the injured
worker loses contact with the

employer and can all too easily
become resigned to staying
home.

In fact, rehabilitation as a
routine consideration for all acci-

dent victims is prudent company
policy. While every case is
unique and guidelines are diffi-
cult to establish, a worker in the
hospital for more than ten days or
not back on the job in six weeks
should be considered a possible
candidate for rehabilitation.

Experienced professionals
are needed to develop and carry
out rehabilitation programs that
may involve doctors, therapists,
vocational schools and employ-
ers, as well as patients and their
families. White some insurance

companies provide such services,

Are the handicapped good insurance TiSks?
Many employers worry that reha-
bilitated employees with reduced
mobility will have further acci-
dents and raise insurance rates.

Actually such employees are
more careful

and, when
placed in
proper jobs,

have fewer accidents than

workers generally. One major
U.S. employer, for example, re-
ports that 96 percent ofits handi-
capped employees rate average or

better m their safety
records, both

on and off the job

most rehabilitation work is now

being done by firms specializing
in thenn.

Employee rehabilitation is
an area in which INA has long
had a particular interest, both as
an insurance company directly
involved in compensation claims
and as the parent of a company
specializing in this field, Inter-
national Rehabilitation Associ-

ates. IRA provides rehabilita-
tion services to ali insurance

companies, self-insured compa-
nies, governmental bodies and
other clients.

***

The Insurance Company of
North America was founded in

1792 in Independence Hall,
Philadelphia. Today it is the
largest component of INA
Corporation's international net-
work of insurance and financial

service companies. In property
and casualty insurance and risk
nnanagennent services, life and
group insurance, health care
management, and investment
banking, INA and its affiliated
companies offer a unique combi-
nation of products and services
to business and industry around
the world.

INA insurance products and
services are available through se-
lected independent agents and
brokers. For an informative

booklet on employee rehabilita-
tion, write INA, 1600 Arch
Street, Philadelphia, Pa. 19101.

INA
The Professionals
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Self-insureds keep reserves
under tough accounting rule

By Mike Shannon

UCH HAS BEEN WRITrEN in thispublication and elsewhere in recent
years about the accounting rule known as
Financial Accounting Standards Board
Statement Number 5 (FASB No. 5). Re-

cently, the FASB announced that it was go-
ing to review all its rules that have been in
effect for some time. This review would be a

basis for possible changes. Before we all
leave for the Stamford, Conn. home of the
FASB to picket, one more review o f FASB
No. 5 would seem to be·in order.

Why do we have a FASB No. 5 in the first
place? The FASB and the groups that went
before it (Accounting Principles Board),
have given substantially all their attention
to specific issues. Sometimes this was in re-
sponse to new circumstances such as pas-
sage ofthe investment tax creditintheearly
1960s. More often, attention was directed to
some alleged abuse or inconsistency be-
tween companies' reports. Little attention
was given to such basic issues as what is a
cost or when it should be recognized or how
it should be measured. .

As reported earnings and stock market
performance became more important to
company management, the desire for
smooth earnings became greater. Manage-
ment, supported by many financial ana-
lysts, felt that a company with stable or level
earnings growth and no surprises would be

Mike Shannon is a CPA with ArthurAnder-

sen & Co.'s business products division in
Chicago.

rewarded by the stock market with high
share prices.

Conservative motive

Companies that had a very good year
would "put something away for the rainy
day" by establishing all kinds ofreserves for
future possible problems. When the slow
year came, the reserves would be used to
level income. Companies that had a very
bad year would also set up reserves for the
future on the theory that the stock market
didn't pay much attention to various shades
of very bad. Companies might set up a re-
serve to cover costs they could incurifthey
later decided to close a division that was

doing poorly. Or they might establish a re-
serve to cover future expropriation of for-
eign assets or future changes in currency
rates.

In the same vein, some insurance compa-
nies established catastrophe reserves.
These were designed to cover that signifi-
cant trauma that occurs infrequently and
were in addition to their normal reserves

based on claims incurred. Each company
determined its catastrophe reserves in its
own way and this mightchange from time to
time. Many carriers had no such reserves.

All of this accounting seemed to be sup-
ported by the accountants' traditional postu-

late called"conservatism." This encouraged ,
the accountant to "recognize all losses but
anticipate no gains." In effect, less was bet-
ter when it came to reported income. How-
ever, comparisons between companies in
this environment were impossible because

Reserve restraints

don't make sense,

complains risk exec
By Don M. Stuart

I T'S QUITE A WHILE now since I'veheard anything about FASB 5. Not being
an accountant and also being a Canadian, I
never felt that Iunderstood precisely whatit
was all about. However, the key point that
seemed to be at issue was that the account-

ing fraternity did not accept the principle
that a corporation could reserve against
some fortuity that had not taken place. And
as a practicing risk-insurance manager for
quite a number of years I always did take
violent exception with that thinking. The
whole thing came up quite recently when I
was having a discussion with a former col-
league.

I retired in June o f last year from the one
company I ever worked. When I first be-
came involved in the insurance scene about

three decades ago, there was a very interest-
ing"provision" accounton thebooks, called
"engine, flywheel and compressor self-
insurance." It was mid-five-figure size and
consisted of funds set aside over a number

ofyears. This was at the time when this kind
of machinery was used in the refrigeration
center, with a piston steam engine driving a
huge flywheel, in turn powering the refrig-
eration compressors, the whole thing con-
nected by many feet of wide, heavy leather
belting. It was a hedge against machinery
breakdown, which was not insured then-
and never has been.

As we set our ideas into motion into the

broader field of self-assuming by means of

Don Stuart, retired from risk management
at Canada Packers, took time out during a
vacation to pen these comments.

deductibles we kept on accumulating
$10,000 annually in this provision. Tax con-
siderations were not a part of this-it was
recognized that such funds could not be
"put away" without paying taxes.

Back then the insurers would tell you that
ifthey paid out more than 65 cents ofevery
dollar the insured paid in premium, they
were losing money; 35% went into all ofthe
costs involved in the selling, overhead,
taxes and whatever else ate into the pre-
mium dollar. Like many other companies,
we decided that for basic losses we might as
well pay the actual claims (and the adjust-
ment expenses) as they occurred. From the
first venture into. this area more than 20

years ago, we never looked back.

But as bigger deductibles or areas ofnon-
insurance were adopted, the need for a big-
ger provision became more and more evi-
dent. Canada Packers now · self-assumes:

motor vehicles liability for the first $250,000;
motor vehicle physical damage in full; prop-
erty for $100,000 of every claim, and insur-
ance on ACV basis; business interruption
for $500,000, and product liability for
$250,000. The company purchases no crime
coverages other than fidelity b6nd; no cow
erages beyond fire and extended perils; no
coverage for machinery breakdown and
only limited coverage on pressure vessels,
and generally no aggregate or stop-losses.

We calculated that to do these things we
should continue to add to the provision. It is
possible to forecast the kind of exposures
that could band together into a number of
that could band together into a number of
potential losses within a given period of
time, necessitating some substantial re-

there was no objective way to tell how con-
servative each had been. Worse. their degree
of conservatism could change from year to
year in ways that were hard for anyone to
detect.

Self-insurance was not much considered
in connection with FASB No. 5. Insurance

premiums had not reached the relatively
high levels of recent years, except in a few
minor cases. Employe benefit plans were
often less comprehensive and thus less
costly. Most types. of insurance coverage,
such as product liability, workers compen-
sation, medical, general liability and prop-
erty damage were generally available at
rates management considered reasonable.
Policy deductibles were usually so low as to
be insignificant in relation to company fi-
nancial statements. The concept of profes-
sional risk management had just begun to
develop.

Generalized reserves

Along came FASB No. 5. In the four years
since its passage, it has brought many ofthe
planned changes in company financial re-
porting. Generalized reserves for possible
future problems have been eliminated.
Likewise for catastrophe reserves of casu-
alty insurance companies. The company
that wants to set up a reserve for the loss it
might suffer on the sale o fa weak division, if
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it later decides to sell it, or to cover assets in
some distant land with uncertain politics,
cannot do so.

In that same time period, the retention by
many companies ofrisks previously insured
has become widespread. The many tech-
niques and reasons have been well
described in Business Insurance. With the

rise in risk-retention has also come a parallel
rise in confusion about the related effect on

company financial statements.
FASB No. 5 sets up certain criteria for

when a liability or loss in value of an asset
should be recognized. Basically, the rules
say that a liability will be recorded when,
and not before, sufficient events have oc-
curred to indicate that it is "highly prob-
able" that a loss has occurred. When the

weight of the evidence is only that a loss is
possible, no liability can be recorded in the
financials, but footnote disclosure is re-
quired.

When the facts support a conclusion that
the existence of a loss is "remote," neither
recording a liability nor footnote disclosure
is appropriate. When it is highly prob-
able that a loss has occurred, but it is
not yet possible to determine the exact
amount, the minimum amount is recorded.
The difference between the minimum

and maximum is treated as a

Contimied on page 36

FASB No. 5 sets up certain criteria for when a liability or #, *
loss in value of an asset should be recognized. Basi- -?,
cally, the rules say that a liability will be recorded when, f
and not before, sufficient events have occurred to indi-
cate that it is "highly pro able" that a loss has occurred.
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serve. When"I left this package to a succes-
sor, we had this provision at $750,000 and
approval to increase in an orderly fashion to
$1 million.

If the accounting experts are going to take
issue with this kind of operation, how can
they realistically allow the insured to buy
insurance? That is doing the same thing-
simply hedging against the possible loss in
the future by transferring the risk to an in-
surer.

But look at the statistics. In 1977, the re-
sults for the insurance business in Canada

showed total premiums earned of $5.4 bil-
lion, and net claims and adjustment ex-
pense of $3.7 billion. More than $1.7 billion

Photo: FASB

of the premium went into the expense fac-
tors.

These demonstrate that the corporation
should be self-assuming everything it can
reasonably afford. And it has to do its risk
management "thing" in a way that makes
reasonable certainty out of uncertainty. The
proposals that have been introduced in at
least two bills that I have read that would

permit an insured to set up reserves within
the income tax structure as provisions
against future loss should receive resound-
ing support from any forward-thinking
business. With reasonable controls to assure

that the funds are used only for the purpose
intended, it has to be the way to go. When
will it all get off the ground? .
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Proposed tax rules bestow
new estate planning options

By Steven N. Schrenzel

Internal Revenue Service releasedN FRIDAY, MARCH 2, 1979, the

proposed rules affecting the estate and gift
tax treatment of lump-sum distributions
from qualified pension and profit sharing
plans including Individual Retirement
Plans, Keogh Plans and corporate plans.
This article is limited to the impact ofthese
proposals on corporate plans.

Our focus is on the problem that the pre
posed regulations will create for employe
benefit managers and other advisers. Our
intent is to encourage those concerned with

administering and contributing to these
funds to provide the IRS with guidance.
(Comments on the proposed regulations
were supposed to be submitted before May
1, 1979.)

The proposed regulations implement var-
ious provisions of both the Tax Reform Act
of 1976 and the Revenue Act of 1978. The

proposed regulations affect the estates of
decedents dying after Dec. 31, 1976. There
are specific transitional rules governing the
estates of decedents dying after Dec. 31,
1976 and before Jan. 1, 1979.

Under the Tax Reform Act of1976, estates
of decedents dying during 1977 and 1978
were permitted to exclude from the dece-
dent's gross estate payments in a form other
than a lump sum distribution from a quali-
fied pension, profit sharing or other quali-
fied plan.

Lump sum payments

A lump sum distribution is payment of all
benefits payable with respect to a decedent
within one taxable year. Lump sum or other
payments could be provided by election of
the participant or the beneficiary. A lump

Steven N. Schrenzel, CLU, is up of Cramp-
ton,Lewis & Co.,a Chicago-based brokerage
and consulting Ann specializing in the de-
sign, development and implementation of
executive beneft plans. Thefirm'sctients in-
clude both public and privately held compa-
nies as well as local government units.

sum distribution from such qualified plans.
however, had to z,e included in the calcula-
tion of the gross estats. This was a recogni-
tion of the favorable income tax trea:ment
enjoyed by the beneficiary recipient o fsuch
a lump sum distr-bution.

The Revenue Af of 1978 broadens the
available exclusion. For estates of dece-

dents dying after 1978, a portion of lump
sum distributions may be excluded from
the decedent's gross estate. Any suct exclu-
sion is conditioned, however, on the pr.or
filing by each beneficiary of a binding elec-
tion under Code Sections 402(a) and 403(a)
to forego the favorable income tax treat-
ment otherwise available The beneficiaries

cannot treat the distribution as a long term
capital g: in or u: ilize the 10-year averaging
provisions under Section 402 of the Code.

Sample calculations

If for example, only one beneficiary of
several files such an election, only that
beneficiary's lurtp sum distribution v,ill be
considered in calculating the exclusion
from the gross estate. If all beneficiari=s fle
an election, the total distribution will be ex-
cludable from the gross estate, except for
amounts attributable to employe contribu-
tions, if any.

The new proposed gift tax regulations
also exempt from gift tax the distribution
attributable to the employer's contribution.

The high earner who has a large balance in
a qualified plan a. count mustfrequensly de-
cide which type cf distribution wculd be
most advantageous for his or her estate.
Sometimes a beneficiary will have the elec-
tion and similar considerations will enter

into the decision making process. Assuming
that thetaxpayer is married and filing ajoint
return, the sample income tax rates in Chart
I would apply while the taxpayer is working
and in many cases in the year of dearh.

Even after the plan participant dies, i. is
reasonable to expect that the surviving
spouse will remain in a relatively high in-
come tax bracke:.For purposes of analysis
tax bracket assumptions should be made to
provide a reasonable basis for calc:ulatng

income tax liabilities for the b€neficiary.
Estate taxes are relatively lop and do not

exceed 48% (the present maximum tax on
earned income) until such :.me as the taxa-

ble estate approaches $2 million.
Sample es:ate tax caculations and also

sample income tax calculationscould deter-
mine the desirability of taking a lump sum
distribution, which will be ineludable inthe
estate but treated favr,mbly from the in-

come taxation standpoint as opposed :o
electing to make it par.ially excludable from
the gross estate, witt the resulting loss if
favcrable incime tax treatment We suggest
that such a calculation be undertaken be-

fore the form of dis:r.bution is elected.

In analyzing possible alternatives, it is
also essentia. to cons.der the beneficiaries'

substantial r.on-tax reasons fc r electing a
lump sum distribution:

• The plan may not provide periodic pay-
ment options that are flexible enough to
meet the personal goals of beneficiaries.

• Plan investment experience may be un-
favorable and the beneficiary mayfeeltha:a
better yield is availatle elsewtere.

• Psychological·reasons including the de-
sireto have control overthe funds may moti-
vate selection of a lump sum distribution.

Annuity oplion

The purchase of an annuity is a possible
alternative. Many Blar_s conzain provisions
tha'. allow distribution of annuities whijh

are specificElly excluded fron the defini-
tion of a "lump sum diSIribution." The flexi-
bility and high yield curren:ly available
from mgjor insurers in what are referred to
as terminal funding products may make an-
nuities a desirabl€ .nvestment. The pur-
chase ofan annuity may result in income tax
benefits by deferring substantial wilh-
drawals and at -«he same time may preserve
the estate tax exclus-c n.

In most cases it is not appropriate for ben-
eft managers to personally counsel pian
participants on the :ppropria-e method of

withdrawal and on the apprcpriate benefi-
ciary designations. Itis, however, important

Continud on pace 36
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6,200

7,200
11,200

15,200

19,200
23,200

27;200
31,200

35,200

39,200

43,200

47,200

Taxable

Estate

Chart I

Federal

Income

Tax

$ 140
290

450

620

1,380
2,260

3,260

4,380

5,660

7,100
8,660

10,340

12,140

14,060

Chart 11

Rate On

Excess

14%

15%

16%

17%

19%

22%

25%

28%

32%

36%

39%

42%

45%

48%

50%

Federal Rate On

Estate Excess

Tax*

$ 175,000 $ 0

250,000 23,800

500,000 108,800

750,000 201,300
1,000,000 298,800

1,250,000 401,300

1,500,000 508,800

2,000,000 733,800
2,500,000 978,800

3,000,000 1,243,800
3,500,000 1,528,800
4,000,000 1,833,800

4,500,000 2,158,800
5,000,000 2,203,800

The rates are those established by the Tax
Reform Act of 1976 effective after Dec. 31,
1976, for those dying after 1980. Rates are
flightly higher for those dying before that date

Extra expense policy keeps presses rolling
By William H. Rodda

A DAIRY HAD A CONTRACT to supply
1-1 milk, ice cream, and other dairy prod-
ucts to a fast food chain. The contract speci-
fied maximum and minimum quantities
and prices. The term o f the contract was one
year. There was no provision for cancel-
lation during the term o f the contract. The
dairy's plant burned, and for a period ofsix
months it was unable to produce for deliv-
ery under its contract. The dairy said to the
fast food chain, "We are sorry but we can't
provide you with these products because
our plant has burned." The fast food chain
replied, "You have a contract to supply us
with certain products. The contract says
nothing about your plant burning. We are
holding you to the terms of the contract."
The dairy's lawyers advised that they were
obligated to carry out the terms ofthe con-
tract.

The dairy went into the open market to
purchase the goods necessary to meet its
contract. But inflation had reared its ugly
head, and the dairy lost hundreds of thou-
sands of dollars in meeting its contract.

Contract exposure

The dairy had a business interruption in-
surance policy covering reduction in its
gross earnings during a period ofshut down.
But the only provision for payment of extra

Bill Rodda is president of Chicago-based
Marine Insurance Handbook Inc.

Photo: UPI

A newspaper is one of the many businesses that can't afford to quit when hit with
destruction, such as a fire. Whentheextra expense of continued publishing elsewhere
exceeds the aclual loss in gross income, only extra expense insurance wi!1 pay up, not
business interruption insurance.

expenses in this business interruption pol-
icy was for such extra expenses as might
reduce Fhe loss of gross earnings. The pclicy
had no provisicn for the extra expense that
the dairy might incur in meeting the condi-

tions of a contract to supply products 10 a
customer. The dairy rnanagement and their
insurance advisor had aranged for insur-
ance policies that adequately covered the
loss in gross earnings during a shut down

32%

34%

37%

39%

41%

43%

45%

49%

53%

57%

61%

65%

69%

70%

but they had failed to determine whether
there were any continuing contracts that
might be costly for the dairy if their own
facilities were out of commission.

Suspended operations

The need for extra expense insurance
arises in many cases because of the limita-
tions in coverage under business interrup-

tions policies. A vitalquestion fora business
is whether it can afford to suspend opera-
tions. A catastrophe that puts a business out
o fcommission mayresultin several kinds o f

losses contingent upon the cessation of op-
erations. The simplest of these situations is
where a business can stop for a few days ora
few weeks but with prospects that normal

operations and profits can be resumed when
damages are repaired. Business interrup-
tion insurance is intended to cover the re-

duction in gross earnings thatresults during
such a suspension of business.

The business interruption policy says in
rather lengthy and detailed language that it
covers only the loss that the insured sus-

tains during the interruption of business.
The insurance contemplates that the place
will be out of operation for a period of time.
The only coverage for extra expenses under
a business interruption policy is that which
would reduce the loss from the interruption.

There are many businesses that cannot af-
ford to quit. An example is a bank. It has
contractual and public obligations to be in
business every day that banking is required

Continued on page 36
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PE SPECTIVE

Extra expense insurance...
avoided by foresight This might be success- terms o f the contract
fully invoked in the case o fanatural disaster The use of a computer may introduce a
such as earthquake, but lt lS doubtful if it situation where extra expense insurance
would be successful in the case of a fire would be advisable Ocean camers, for ex-

Continued from page 34 repaired, or would lt be necessary to con- Fires are generally considered susceptible ample, use computers to determine the
by law or by customer needs A bank for tinue operations at whateverexpense might to control by manmade means The only sit- placement of contamers on shipboard, the
which operations are impossible at its nor- be incurred. In this latter case, there is a uation m which a supplier generally would determination of the center of gravity, and
mal location must set up temporary quar- need for extra expense insurance be excused from contractual obligations as other factors in the loading of ships. Loss of
ters somewhere in the neighborhood, no It may be difficult to estimate the amount the result o f fire would be an actual provi- the computer may require that these opera-
matter what the cost The securing of tem- of extra expense which would be required mon in the contract that the contract will be tions be carried out either by manual opera-
porary space, the transfer of records and to continue operations. Plannmg should be voided by named occurrences which might hon or by suddenly hiring the services ofan
cash to the new location, the setting up of done ahead oftime and inquiry madeto see be fire, destruction by windstorm, or by la- outside computer Either alternative may be
security at a temporary location, all may be what substitute quarters might be available bor disturbances or some similar event expensive Operations of any business re-
very expensive The business interruption and what they would cost, as well as what quiring a computer should make an exami-
insurance does not cover this extra expense transportation expenses might be incurred Dangerous assumption nation of the computer facihties to see if
of maintaining business atatemporary loca- in the movement of goods or personnel to a they can be discontinued for a period, or
tion or under unusual conditions temporary location Additional security ex- Theforce majeure principle should not be would it be necessary to go outside at con-

A newspaper is another business thatcan- pense may be incurred if temporary quar- relied upon for the abrogation ofa contract. siderable expense in orderto carry on opera-
not afford to quit, even for a few days ters do not contain vaults or other security It may prove to be unattainable to the sup- tions
Readers quickly learn to gettheirnews from measures comparable to the damaged pher even m the caseofa natural disaster if A department store that has its financial
other papers or from radio and television In premises. the contract provides alternatives for the transactions on computer may require addi-
addition there may be advertising contracts fulfillmg of the contract The dairy's con- tional manual personnel if the computer is
that must be honored Continued publica- Examine contracts tract, for example, may say that dairy prod- out of operation for a period Regular store
tion may require the hiring ofprinting facih- ucts will be supphed from the XYZ plant of sales and operations may be able to con-
ties from a competitor or from another print- There are many cases, like our example o f the suppher, or if not available from the tinue but the usual method o f handhng
ins: plant Temporary quarters may have to the dairy, where the insured may overlook XYZ plant, then they will be supphed from transactions would be impossible There
be rented foreditortal offices. Such facillties an exposure to extra expense under a con- some other plant or source This alternative could be a substantial additional expense in
that have to be secured under emergency tract Destruction of a processing plant may provision may ellminate any chance thatthe the handling of transactions manually dur-
conditions may cost a great deal more than require the operator to go into theopen mar- supplier can be excused from the contract mg a period of computer outage
they would if a more leisurely acquisition ket to purchase products or find some other It would be dangerous for a business to The emergency leasing of facilities proba-
were possible. Such expenses may go far source ofsupply that would be more expen- assume that contractual obligations can be bly would be very expensive A risk man-
beyond the actual loss in gross income that sive than the operation of its own plant. ignored following a catastrophe Should the agement question is whether arrangements
would be sustained if the paper could Just Many such contracts do not have any ex- supplier default on its contract, then the should be made in advance for emergency
fold up and quit until its own plant was re- culpatory clause which would relieve the other party to the contract may go mto the services, or should the owner depend upon
stored to service suppher from hability from an interruption open market and purchase the materials at extra expense insurance to provide the

of operations the market price and then charge the extra emergency funds to carry on during aperiod
Plan ahead It is important, therefore, fortheriskman- costtothe suppher Thesuppher under con- of computer outage9

ager to examine carefully all contracts tract may be faced with the payment o fextra Questions to be determined in connection
Other businesses that may have to keep which obligate the insured to supply mate- expense either by complying with the con- with extra expense insurance are

operating in order to retain their customers rials or service to other organizations. Some- tract at extra expense to itself, or by paying • Must you continue m business or can
are retail dellvery operations such as dairies, times a business that is under contract will whatever extra cost may be incurred by the you suspend for a time and recoup your
laundries and dry cleaners, and public utilt- attempt to get the contract voi(ied on the recipient The important point is that any business'
ties. Once the customer goes to another sup- basis o fforce maleure This is a legal princi- Suppher who is under contract to another • What contracts to Supply materials or
pher, the business probably lS lost forever ple that sometimes can be Invoked to abro- organization should consider whether the services will have to be met9

Business management should examine its gate a contract on the basis that the event contract can be voided m case of specified • What additional costs will there be in
operation and determine whether the busi- was of such a nature that it was beyond hu- occurrences or whether extra expense in- continuing operations or in meeting con-
ness can afford to quit until premises can be man control and could not have been surance should be purchased to meet the tracts,

Self-insureds can reserve... Have the events occurred which will cause a tam the risk rather than pay premiums
loss9 If they have occurred and a loss is What is needed now is to educate the
probable, a liability should be recorded company's accounting staff and to explain

Losses from workers compensation or this information to the outside auditor Ap-
Continued from page 33 and raise prices, if this does not work, the product hability nsks occur before formal propriate Information systems need to be
"possible" loss, namely, footnote disclo- division will be closed claims are processed Such losses can be developed and mamtamed by a company to

- sure This method has some risks of its own estimated and the related habillty can be see that the self-insured risks are given
How do these Criteria apply to self- How does the company detect and measure recorded On the other hand, it is not appro- proper current recognition m the financial

insurance? Until now, many companies changes thatshould altertheloss provisions priate to record aliablhty forafirethatmay statements
have reported habillties in the financial rate? occuroranother catastrophe that could hap- Self-insurance, no matter how good the
statements only for those events that had One company, for example, sells a prod- pen, even though the risk is self-insured accounting, willneveryieldthekind oflevel
become formal claims bytheendoftheyear uct that, when apphed by a franchised When experience with a body of data en- charges against earnings traditionally asso-
Setting aside the question of that part of dealer, protects a customer's property from ables a company to demonstrate thatevents ciated with paying insurance premiums
insurance premiums that cover insurance the environment. In a given year, they have occurred, such as sale o f products The way premiums have been increasing re-
company profitand operating costs, etc, the changed the formula for the product, the (some of which are going to fail), current cently, even that method may not yield the
formal claims method ofaccounting for self- special tools used to apply the product, and provision for those losses is entirely proper stable results that are so prized However, a
insured losses often yields a much different the dealer training program. Allthe changes under FASB No. 5 sound approach to accounting for the re-
and more unstable income charge than were designed to improve performance But The professional risk manager probably tained nsk should reduce the risk of wide
would arise from insurance premiums how much improvement would be ob- acquired mostoftheneeded data duringthe earnings fluctuations to a level that is com-

tainedo This company also accrued for process leading to a decision whether to re- fortably retained .

Detailed study product failure costs at the time of sale.
Management, aided by research personnel,

One company attacked this problem by had tomakeaJudgmentabout howmuchto
making a detailed study ofits product habil- change the percent of sales set aside for New proposed tax rules...
ity losses for each product in each division product hability out of current sales. This
for the past five years Its study was m- illustrates that estimates are often required Contznued from page 34 seling for executives, the benefit manager
tended to show not only when the product in the application of FASB No 5. that the benefit manager and other advisers should be certain that the impact of various
failure occurred in relation to when the for- Another method used by a number of review the proposed regulations as well as distribution options be fully considered in
mal claim was made, but also whentheitem companies seeks to record those events that their plans to determine any incompatibili- the counseling program
was manufactured in relation to when it have occurred but are not yet reported as ties In the author's expenence, smaller com-
failed From the study, management deter- formal claims For past claims, a compari- Within the context o f the law it may be panies quite frequently communicate better
mined what percent of each sales dollar son is made of the time between when the possible to suggest slightly different lan- with their key executives with respect to
would eventually be paid out in product ha- loss event occurred andwhen the claim was guage fortheproposed rules thatwillenable available choices for distribution of em-
billty claims filed From this, the company estimates the the plan to provide more options forcovered ploye benefit plans than do some of the

Now a certain percent of each penod's number and size of claims that exist at any participants It also may be possible to make larger firms This is no doubt due to the fact
sales dollars is set aside in a habillty account point in time but have not yet been filed plan amendments that will result in no addi- that the executives in the smaller compa-
by a charge to expense for claims that may This estimate is the basis o fcharges to set up tional cost to the plan and will provide nies are closely involved in the decision-
notbefiled orpaid forseveralyears. Enough a year-end liability account enhanced flexibility for participants and making process
data were collected during the study, and their beneficiaries.

are being updated currently, for the com- Critical distinction It would also be appropnate for benefit Must counsel
pany's accountants and risk managers to managers to alert participants to the need to
demonstrate to the outside auditors that it is A company could use this approach for consult with estate planning advisers to de- The larger firms need to be alert to assure
proper under FASB No 5 to account for the product habillty when it is not practical to termine the most appropriate form of distri- that executives are advised ofthe impact of
product liabillty risk at the time of sale establish the relationship betweenthe prod- bution The current status of the annuity these proposed regulations and are made
rather than as claims are made uct failure and when the product was made market and available products should be aware of the changes that may have finan-

One of the interesting sidelights of this It is also especially useful for workers com- considered in making a determination as to cial consequences for them and their survi-
study was its effect on other decisions Prior pensation and employe medical risks This appropriate withdrawal or distribution vors These regulations demand consider-
to the study, productliability risks had been approach lS entirely consistent with what mechanisms In the event that the particl- ation by any executive with a large personal
covered by Insurance and the premium many accountants have long done to recog- pant fails to give clear Instructions or all estate and a large account balance in aquall-
costs were allocated to the divisions and nize that some portion ofthe items sold this options are available to a beneficiary or fied plan
product lines based on some overall factors year will be returned next year for credit beneficiaries, it is also important that the The proposed regulations which make
such as sales The study clearly identified What does all this show9 It is true that benefit manager then make the benefi- available a gross estate and gift tax exclu-
product habillty costs with specific prod- FASB No 5 onlypermits setting up accruals claries aware that appropriate counsel sion for lump sum distributions from quall-
ucts As a result, one of the company's divi- when events have occurred that establish should be sought prior to electing a distribu- fied employe retirement plan benefits offer
sions was found to be unpro fitable based on that a loss is highly probable. The critical tion companies a new opportunity to enhance
this actual experience Management thus distinction to make in determining whether If the company offers or sponsors various the value of existing and future employe
embarked on a program to improve quality a charge to expense can be recorded is this forms of estate planning or financial coun- benefits .
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london line

Aviation insurers decry policy terms
By JOHN H. MILLER

LONDON-Graham Willett,
chairman of the U.K. Aviation In-

surance Offices Assn., warns that
too much airline business has been

accepted on a long term, noncan-
cellable basis at inadequate rates.

Provisions have been made with

some of the insureds for substan-

tial returns of premiums on pro-
grams with good loss experience.

He fears that even if spectacular
losses such as Tenerife do not oc-

cur, there is still little prospect of
underwriting profits.

The effect o f inadequate rates is
felt by the association to be par-
tially o ffset by the higher values of

airline fleets, which will bring
about higher insured sums and
greater premium income. Further
hikes in premium income are oc-
curring on coverage of passenger
liability, where premium is geared
to revenue passenger miles, which
continue to grow.

The recently introduced code of
practice aimed at reducing re-
n-ewal periods (BI, April 16) might
benefit aviation underwriters vigo-
rously trying to halt further rate re-
ductions, insurers hope.

Looking at future prospects, Mr.
Willett says, "There is a big de-
mand for new aircraft, and manu-
facturers' order books are full.

While airlines may be able to fill

Risk management assistance

around the world

extra seating capacity and operate
much higher load factors, the
lower fare structures coupled with
higher costs may well badly affect
their profits. So any attemptto get
increased rates may meetwithstiff
resistance."

Among other classes of risk,
manufacturers' product liability is
still attracting competitive quota-
tions. There has been some im-

provement in ratings on aircraft
owned by commercial and indus-
trial organizations, and on helicop-
ters and general aviation. But the
record on these risks has been so

poor in recent years that he sees no
immediate prospect of underwrit-
ing profits.

Mr. Willett, who is retiring as
chairman, is succeeded as new
chairman of the Aviation Insur-

ance Offices' Assn. by Jack W.
Webb (Andrew Weir Insurance
Co.). I.J. Purdue (English& Amer-
ican) is deputy chairman and Ray
Dowlen (Commercial Union) is
secretary.

Helicopter tests

Suspected cracks in the rotor
bladesofhelicoptersusedinNorth
Sea oil operations are being
probed by Norwegian users after
the crash of an S-61 helicopter of
New York Airways in New Jersey
recently.

ROLLINS BURPICK
HUNTER

Multinational Insurance Brokers

World ·Headquarters

10 South Riverside·Plaza

Chicago, Illinois 60606

The Oslo-based Helicopter Ser-
vice firm has 20 Sikorsky S-6ls,
and one of them crashed over the

North Sea last year killing 18 peo-
ple. The crash o f a similar helicop-
ter in 1977 with a death toll of 12 is

still unsolved.

Now tests are being made by the
Norwegian group with the help of
the U.S. manufacturers, Sikorsky,
to find if there is any link with the
New Jersey mishap where part of
the heneycomb-type rear rotor is
believed to have failed, according
to U.K. aviation sources.

Two leading U.K. helicopter op-
erators who regularly take passen-
gers and equipment to North Sea
drilling centers and platforms have
replaced honeycomb rotors with
ribbed blades in recent months.

They are Bristow Helicopters and
British Airways.

More competition

Forecasts of growing competi-
tion for U.S. business are being
given by insurers in London.

The North American market is

becoming "more competitive," ac-
cording to Peter Wright, managing
director ofSedgwick Forbes Bland
Payne. The same view is reflected
by another big broking group, C.T.
Bowring, whiBh predicts greater
capacity being provided by the
U.S. domestic markets.

Another U.K. broking group,
Minet Holdings, reports through
its chairman John Wallrock that in
recent months there has been a

slowdown in business from the
U.S. because ofan increased com-

petitive situation among its do-
mestic insurers.

These three brokers are now

forming stronger business links
with leading U.S. brokers, which
in most cases should be completed
before the end ofthe year.

Royal Insurance group, mean-
while, is restricting auto business
in some U.S. areas because of re-

luctance by regulatory authorities
to approve rate hikes. But it sees
the chance of growth in its multi-
peril lines.

Commercial Union also fears

thatcompetition will become more
intense in the U.S. this year.

Chemical risks

Government health authorities

in the U.K. are reducing the risk of
exposure to acrylonitrile to levels
comparable with those accepted in
the U.S.

The current exposure allowed in
industrial plants in Britain is 20
parts per million (ppm), but this
must be cut to 2 parts per million
by 1981, says theHealth and Safety
Commission.

Scientists have reported that
aclylonitrile, a petrochemical

product used for making acrylic fi-
bers,can cause cancer to chemical
plant workers based on findings
from tests on animals carried out in
the U.S. and elsewhere.

Many industrial plants in the
U.K. have already reduced expo-
sure levels to nearly acceptable
limits, but a mortality study of
1,138 workers who might have
been involved with acrylonitrile

processes up to 1968 is now under
way.

2

4

Hazardous cargo rules 4
New rules to protect the British o

public from potential spillage of
dangerous materials being carried
by road are planned by the gov- li
ernment's health and safety execu-
tive.

They were announced shortly i
before the U.S. incident in early
April when thousands of people r
fled from poisonous fumes re-
leased after a railway crash near '
Crestview, Fla., in which chemical- 9
laden railcars left the track.

The British government scheme E
is intended to cover all hazardous

substances carried on public Ell
..roads. . '6
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agent/ broker topics
D ID

big premium,
loss problem

By LEN STRAZEWSKI

OMAHA, Neb.-"You don't have to love us, but a
ittle understanding would help."
' The slogan is printed on a trucker's calendar hang-
ng in James Jacoby's office at Alexander & Alexan-
der Inc. here. He believes it, and tries to be under-
;tanding when he helps long-haul truckers with their
Jomplicated insurance problems.

"Truckers have been getting a lot ofbad press lately,
out the truth is that America lives by these truck
'ines," said Mr. Jacoby, the A&Avpwho specializes in
he insurance coverages required by long-haul truck
ines.

"Steaks just don't come from Omaha to Chicago
vithout the truckers to take them."

r

0. A

8 EFORE WORLD WAR II only direct roads
1-Plinked Omaha, Neb. to Chicago and poorly
black-topped highways linked Chicago to the East
Coast. Since the industrial boom of WW II, the

trucking industry has grown, becoming increasingly
complex, subjectto state and federal regulations and
requiring more complex forms of insurance.

Outer space, transportation experts suggest, is like

the pre-WW II West, wide open for development
and not often traveled. The space shuttle, they say,
will be the long-haul truck of the space frontier,
carrying everything from construction materials for
space factories to "steals for the boys at the space
station."

You can expect insurance development to follow.

U:.e-,(4.6 all# -
-:*r

-L----1 SO WAS 1
%-11*Emer HAULING 1 THAT LOAD

 ' THAT ROCKET I OF STEAKS I
0 / .,5.»" /5=101 rott 1§ JUST OROFFED

"1MFFFEE3> OFF AT M540 lill---

..

Depot Omaha Mil
A&A and a few independent agents here have cor-

iered the bulk of the commercial trucking business
vhich has generally conne to be centered in the *+mr, •r
didwest and specifically in Omaha. Two mgjor rea- F UNQ,A
.ons are the jumbo meat-packing industry is based t</4 1 kj UL
iere and in Kansas City, Mo., and Omaha's position. -' r*/ Yi#
it's the only decent-sized town on Interstate 80 be- alt. t -7

tween Chidago and Denver.
AlthoughOmaha is alarge industrialcity withallthe 1'/1 11 ...

ultural attractions metropolitan areas over 1 million
n population attract, there is still something rural

Continued on following page

'Space truck' may rocket satellite brokers
NEW YORK-The advent of manned use of the

ipace shuttle, a reusable orbital rocket that lands on
firport runways like a glider, could rocket outer space
insurance to new orbits, providing both opportunity
ind problems for brokers.

Outer space insurance? Yes. U.S. government satel-
des have the American public to underwrite
iunches, but private concerns and foreign govern-
nents go to insurance brokers when rockets don't go
ip after the countdown.

Foreign governments and private businesses that
ieed to insure space-related ventures call the giant
/Iarsh & McLennan Inc. and the small Nausch, Hogan
L Murray Inc.

"What we are talking aboutis the industrialization of
pace," explained Richard Nausch, president of
T,H&M. "Up until the space shuttle, space has been
ust a point ofobservation, and the biggest markethas
)een for communication satellites, one of the only
:ommercial uses.

"The space shuttle, however, will reduce the cost of

VSIDE

-inding producers
'he best way to find producers is to grow your
wn, according to Arthur J. Gallagher & Co. ex-

ecutive vp John Gallagher. Recruiting and train-
:ng potential account executives while they're
:till in college has become the Gallagher way of
iaintaining a young and aggressive staff. Page
80.

business ofspace, the costofputting up apayload and
allow for additional uses of outer space, including use
as a site for space factories using solar power."

Spaceman's comp

Space shuttle pilots have the potential for becoming
the truckers of outer space. As orbital carriers, shuttle
operators in the commercial field will not only need
launch, property damage and liability insurance, but
also will have to insure cargoes and crews.

"Certainly the space shuttle will increase the vol-
ume of business and reduce the risk of launch loss,"
explained Gerald Frick, M&M vp of the aviation/
aerospace group. "Premiums will go down below
rates for expendable launch vehicles."

Even the standby business for these space brokers,
communication satellites, will change dramatically.
The shuttle may be able to carry three or more payload
satellites with one launch and place them in orbit vir-
tually by hand, eliminating many o f the for error fac-

Selling in Indy
Indianapolis, Ind., brokers explain how their
town should be one ofthe fastest growing insur-
ance areas in the country, in the last of a three-
part series on mini-markets in the Midwest. But

instead, it's a healthy, stable market with a rural
bias. Even most of the jumbo brokers haven't
discovered it yet. Page 38K.

tors now covered in a launch insurance package.
Energy and manufacturing may soon be space in-

dustries.

"Solar energy gathering is an absolute reality," said
Mr. Frick. "Boeing already has a design for a solar
energy gathering station that is 17 miles long. Some-
one is going to have to transport it there (to space) and
assemble it."

Industrial use ofspace is a can ofworms. There must
be employe benefits developed for space workers,
workers compensation, safety programs and other ad-
aptations of industrial earthbound insurance situa-
tions, he said.

"Markets now simply can't handle it," Mr. Frick
explained. "There's a $100 million limit on a single
launch now and $70 million at least is a requirement,
though launches are infrequent. The space shuttle will
essentially be a cargo airline with all the insurance
needs that are implied."

"The market for satellite insurance is very, very lim-
Continued on page 38P

Buying computers
How many CRTs do you need? What accounting

when buying today. Page 38I.
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Countrywide Insurance

A Manhattan Life Pacesetter

THE AEGLI

$300,000
GROUP INSURANCE

INVITATIONAL OPEN

MANHATTAN Lf>E
- The Fhcesetters

Manhattan Life's Affiliated Employers Group Life
Insurance (AEGLI) policy-the most talked about Also available at the AEGLI Pro Shop

group insurance plan in the industry today.
• Spouse Insurance

(Group policy no. 9OOOGL. Available in Texas
only on a limited basis). • Accidental Death Coverage

Entry Purse • Group Permanent

Qualifications • Flexible Insurance Schedules

25 or more lives • Many, Many More Features

20-24 lives

15-19 lives

10-14 lives

Up to $300,000 per Life
Guaranteed Issue

Up to $ 80,000 per Life
Guaranteed Issue

Up to $ 60,000 per Life
Guaranteed Issue

Up to $ 50,000 per Life
Guaranteed Issue

Want to score a hole-in-one with group insurance?
Then tee off with the AEGLI Pro-your local

Manhattan Life General Agent.

Trucking brokers shift
Continued from previous page
about its posture.

The steaks in Omaha may be the
best in the U.S., but in South
Omaha, where many truckers are

based, natives talk more about the
"best carp sandwich in the coun-
try," at Rudy's Bar & Grill or Joe
Tess' fish house.

For commercial brokers, truck-
ers offer a high premium volume
business limited only by small
commissions. Five percent to 15%

is the standard range for most
trucking risks, including physical
damage, liability and cargo insur-

ance. Ten percent is a reasonable
average commission, half what
other lines bring in, report the ex-
perts. With an average yearly pre-
mium of nearly $7,000 per truck,
however, even low commissions
can yield substantial profits.

"Most of the big lines are self-
insured with a large risk retention,
usually a minimum of a $250,000
retention, like P.I.E., Transcon and
Yellow Freight," noted Mr. Ja-
coby. But smaller truck lines, the

bulk of A&A's business, rely on
smaller deductibles.

Retro rating

"Most of our business, truck

lines with more than 20 trucks, is
done on a retrospective rating ba-
sis with some retention, from
$15,000 to $50,000," he said.

Almost without exception, the
bulk of truck line insurance is

placed with the Great West Casu-
alty Co. of Sioux City, a wholly-
owned subsidiary of the Pullman
Corp. and a specialty carrier for the
trucking industry,

"Standard carriers are in and out

of the market. In the past, I placed

coverage with INA whenever I
could. They're not out of the truck
business yet, but their interest is
limited. The Hartford is pretty
much out, butthe St. Paul Cos. still
write a little," he said.

The problem for most stock com-
panies is that the casualty under-
writers know next to nothing

about the trucking industry. So.
they tend to write the business
only when they happen to have an
underwriter that has a trucking
background, said Mr. Jacoby.

Training markets
"The companies understand

most of the filings (legal require-
ments), but we find ourselves ex-
plaining some basic terms to them,
like the difference between com-

mon and contract carriers," he ex-
plained.

Common carriers are licensed to

haul all commodities, even in
amounts less than one trailer load.

Contract carriers, however, haul
only full loads under a trip lease
agreement for a single trip or "ex-
empt commodities" like fish or
produce, which don't require a
common carriers license to haul.

When Mr. Jacoby is not educat- .
ing his markets, he is educating his
clients on why they should have a
broad enough contract and whatto
do if they do not have broad form
coverage.

"All my clients, I'm happy to say,
do have an awareness of the cover-

age, rates and that in order to keep
the rates down they must have a
favorable loss ratio," he said.

Some small lines and indepen-
dent owner/operators, however, are
not as sophisticated as the giant
lines (whose dispatching areas

Select from threetournament levels

All entries subject to our underwriting guidelines.

LEVEL PAR

Championship
20% - 40% • Can be written on as few as one life

discount on • No cutbacks at age 65
New York State • Lifetime coverage available
group rates at retirement

Masters

30% - 50%

discount on

New York State

group rates

Pro

40% - 60%

discount on

New York State

group rates

• Requires 10 or more lives
• Coverage reduces by 50 percent at ·

age 70, and additional 50 percent at
age 75

• Coverage terminates at retirement

• Requires 10 or more lives

• Coverage terminates at age 70

MANHATTAN LIFE
THE MANHATTANLFE INSURANCE COMPANY

The Pacesetters
Setting the pace in products. underwriting and service

Home Office:

111 West 57th Street, New York, NY 10019
Telephone: Marketing Department (212) 484-9445, 484-9432

a company of the MANHATTAN LIFE corporation



into safety experts...
make airlines look tame). High loss

ratios and poor safety records
plague some operators of all sizes.

Insurance Agents Inc., the

largest locally owned agency in
metropolitan Omaha, is trying to
build up its already large book of
long-haul trucking business by
taking on some ofthe less than per-
fectly desirable risks.

"What we have are a lot of truck

lines here in Omaha that go to the
East with meat, and just about all

markets are gun-shy ofthat kind of
cargo," noted Gerald Woolhiser,
commercial lines manager.

"Truckers are a breed of them-

selves and that makes for very lim-
ited markets. Most matjor carriers
are very choosy," he explained.

But the agency intends to solve
trucker problems and provides
what amounts to risk management
services for truckers.

"We are trying to find truckers
that have been having some prob-
lems, either with cargo loss, physi-
cal damage, safety, whatever, and
present a whole program ofsafety
and driver training," he noted.

Truckers, however, are notably
independent, and tend to not fol-
low advice.

"It takes alotoftalking. Firstyou
have to sell your customer on your
program and then you have to sell
your carrier on your customer,"
said Mr. Woolhiser. "What we do

depends a lot on the individual ac-
count. For some we may suggest a
course in defensive driving. In one
case we brought in and paid for a
safety consultant who corrected
problems bit by bit."

In spite of the low commissions,

agents can still afford to pay for
special services for their clients,
according to Mr. Woolhiser. A 50
truck line, needing cargo, liability,
workers comp and physical dam-
age insurance placed in the spe-

cialty markets can bring in
$300,000 to $500,000 in premiums,
"Sowecanaffordtopay$20,000 on
a consultant," he said.

Big premiums

Truckers are not rich, and so pay
premiums only because they are

required to by law. Some agents
report trouble collecting pre-
miums, and every agent reports
difficulty in convincing clients to
take more than minimum liability.

"The average operatorwho owns
a brand new rig costing over
$75,000 may be making payments
on his truck of over $500 a week,"
said Mr. Woolhiser. "My good risks
know that regulations and require-
ments are for his own good, but for
the most part I'm asking clients to
do more in insurance than they
ever have before."

Safety decisions also require
some understanding, he noted. In
many cases, atruck line operations
manager is also the safety chief. If
it comes down to grounding a
driverwhomaybeclosetohisdriv-
ing limit when there's a profitable
load to be hauled, it's likely the ad-
ministrator will decide on dollars,
not safety.

Insurance Agents Inc. is getting
assistance from Crump-Babcock
Inc., wholesale brokers specializ-
ing in placing the difficult risks
and in safety planning.

Crump-Babcock is currently
working with over 240 individual
producers from area agencies and
is making a special effortto handle
the trucking dilemmas.

"We've been trying to develop
a book of long-haul business
through independent agents,"
noted vp James Rice."In addition,
we want to set up service for our
insureds to give them the immedi-
ate availability ofan adjuster as op-
posed to having them wait a full
day."

Speeding the adjusting process
is not easy. The expert carriers like

Great West have a 24 hour claims

s'.aff and airplanes to get them to
the scene.

24-hour call

The other markets rely on the
brokers and independent ad-
justers who may or may not have
trucking expertise. At Crump-
Babcock, Mr. Rice, a claims man
with long-haul expertise, is on 24-
hour call while he tries to build up
a team of qualified adjusters
around the country. The process is
word of mouth research and trial
and error.

"We may give a recommended
adjusteraclaimortwoto handle to
see if he knows what he is doing.
After that we can tell. If he's good
he gets more," said Mr. Rice.

Selling safety to prevent losses
in the first place is hard, especially

with independents and smalllines.
"We have to convince clients that

we are doing it for them, but there
comes a time when you have to tell
them how it will finally come off

the premium next year."
Dangerous risks, like cargoes of

LPN gas and anhydrous ammonia,
are difficult to place, especially
considering additional liability re-
quirements that can force insurers

to replace everything after an acci-
dent including contaminated soil.

"We can find a market, but it is

expensive," said Mr. Rice. Those
chemicals and gas are on the prohi-
bitedlistofmanycompanies, butit
is manageable. For a broker, how-
ever, it comes down to this. Is this a

risk that you are willing to give to a
company and lay your reputation
on the line for?"

With safety so important, it is a
wonderthatanycompanywantsto
insure a breed that has gained na-
tional attention as the "new cow-

boys." But, some carriers find
independents more profitable

than fleets, according to David
Fulkerson, president of Country-
wide Insurance.

With 22 years experience in the
trucking insurance business, Mr.
Fulkerson notes a swing in insurer
attention. "Fleets were always the
company attractions, but after
some big losses due to poor hired
help, carriers are finding that inde-
pendents are getting to be more
profitable," he said.

The local owner/operator expert,
Mr. Fulkerson writes most of his
business in the American

Owner/Operator program, a Lon-
don market policy for single-truck
owners over 25 and with a less than

50% loss ratio. He has over 2,500
clients.

Down-time plans
Risk retention is not the vogue

for independents. "We try to con-
vince our clients not to go broke if
they have an accident, so we tend
to discourage high deductibles and

T

set

Uourself
free *-
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advise them to get down-time cov-
erage," he said.

"There's not much we can do to

emphasize safety, but basically
truckers are pretty good drivers.
CB-radio has hurt safety records
because it has created a lot of one-

armed drivers. We do try to tell cli-
ents that a bad safety record is bad
advertising, promotes a bad feel-
ing about the industry and leads to
a loss of business."

Convincing and communicating
is the main agent role in this busi-
ness, clearing up the confusion of
clients and insurers. Unfortuna-
tely, most agents are confused.

"It takes an expert. Most agents
aren't able to communicate just
what the premiums are paying
for," Mr. Fulkerson remarked.

What about the new cowboy im-
age?

"Just great," he responded. "It
has made the industry more no-
ticeable and brought many young
people into what was considered
an undesirable profession." •

Daily cares vanish as skipper and crew match wits with wind
and wave.

Similarly, insurance worries disappear when specialists apply
their skills to solving your excess and surplus lines

problems.

The Crowther People... experts in tailoring surplus
lines insurance to individual needs. Their creative

solutions "set you free" from the concerns of
hard- to-place risks.

Minneapolis
612/333-0361

Bismarck

701/223-1112

Des Moines

515/243-1221

Billings
406/248-7183

the

Crowther

Omaha

402/393-2040

Boise

208/336-7131

People
Sioux Falls

605/336-0960

Madison

608/271-6500

Springfield
417-887-0354

Denver

303/753-0071



38D / business insurance, May 28, 1979

Early recruiting lands producers first
ROLLING MEADOWS, Ill.--

Arthur J. Gallagher & Co., the
eleventh largest commercial bro-
ker in the U.S., grows its own pro-
ducers with a training program
here which finds potential em-
ployes long before other brokers
even think of recruiting them.

Gallagher recruits college stu-
dents during their sophomore year
of college who it thinks might
make good account executives and
offers them summerjobs to expose
them to the spectrum of brokers'
jobs.

Though not every summer em-
ploye is offered a full timejoblater,
executive vp John Gallagher is
proud of one record. "We have
never had a young person from the
training program turn us down

A/

/BT systems
when we offered thejob. When one
ofthetraineeshasjoinedus, hehas
stayed with us."

The history o f the program goes
back to 1962-the beginning of a
major growth period for the firm.

"In 1962, it was evident to me

that there was as many people leav-
ing the insurance industry as en-
tering it, leaving little personnel
for growth," explained Mr. Gal-
lagher. "Young people in particu-
lar have always had a poor impres-
sion of the industry.

"The thought was that we could

INAistakingahardprofessional
lookatthehard liability risks.

In school bus fleetcontracting,
the answer isyes.

Our positive response is indicative of
INA's total commitment to problem solving -
in difficult liability areas where solutions have
often been few and far between.

For contractors of school bus fleets, for
example, the trend to public liability actions
has been pushing insurance costs higher and
higher. In some cases, coverage has even been
unavailable at the high liability limits required
by most independent contractors.

But in this field, INA will make every
effort to be of service. When major liability
risks are viewed in full perspective, workable
solutions can almost always be found. Our
belief in this principle has made us one of the
leading markets for school bus fleet risks.

We will apply INAs long experience
in commercial casualty underwriting, the
skills of our loss control specialists, and our
ability to employ a variety of risk management
strategies in designing programs that are effec-
tive and affordable.

Our dedication to this problem-solving
approach - backed by one of che industry's
most comprehensive lines of insurance prod.
ucts and services - distinguishes today's INA
in the field of business insurance.

For details, contact your local INA service
office, or write to INA:
1600 Arch Street, Phila- INdelphia, Pennsylvania
19101. The Professionals

Some of the trainees have been

family members, including Robart
Gallagher Jr., son of president

Robert Gallagher; Warren Van der
Voort Jr. and Craig Van der Vo oi,
sons of vp Warren Van der Vocrt.

"My whole family is in the inslir-
ance business," remarked Craig
Van der Voort, "and I suppose
that's one reason why I got in-
fluenced to look at insurance. I al-

most went into medicine."

Gallagher training begins before college ends
take the kids during the summer
between their sophomore and ju-
nior years of college when they
were still making up their minds
about what they wanted to do and
give them a chance to look at us
while we take a look at them."

The program started with three
trainees. Last summer. Gallagher
sponsored 10 "though I really had
to stretch the rubber band to do it,"
remarked Mr. Gallagher. About 25
of Gallagher's 60 full time account
executives came up through the
summer training ranks.

The summer session is simple.
Trainees work a short time in every
major aspect of the business. be-
ginning in personal lines and
working through claims and into
property and casualty business.

Assigned to work with an expei-
enced account executive, the
trainees follow him through ca Es,
research and marketing.

When the summer is completed,
the trainee writes a report on r. is

experience and his instructor re-
ports on the trainee.

7

4

.j

The summer session-his fam-

ily' s only pressure-hanged Craig
Van der Voort's mind then. He ma-

jored in insurance at the Univer-
sity o f Arizona.

"In an industry in which most
young people are turned off imme-
diately, having a chance to work
with a commercial agency and see

the complexity and sophistication
can really turn your mind around,"
he said.

Craig Van der Voort interned

with Gallagher-Bassett claims ad-
ministration division of Arthur

Gallagher and traveled around the

country helping to sell a subsi-
dized life and health program to
employes of Beatrice Foods, a Gal-
lagher account. Now 25, he's been
working 2bS years full time at Gal-
lagher since graduation.

"The job invitation before your
senior year of college even begins

is a tremendous weight off your
shoulders. You can relax in your
last year of school knowing that
you do not have to face the dreaded
job market that everyone tells you
is so rough," he noted.

The training program got him his
own accounts after six months of

full time work. He was introduced

by the account executive in charge
ofsomeexistingaccountsandtook
them over soon after.

"The best thing about the pro-
gram is reversing the stereotype of
the insurance industry and getting
enthusiastic over insurance. The

f
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No summer trainee has refused

an Arthur J. Gallagher & Co. job
offer, said executive vp John
Gallagher.

worst thing was that there were
some times when I was idle, but I

supposethat happens because a
college student can't just have
stuff dumped on him," said Craig
Van der Voort.

Unlike his peers from the Uni-
versity of Arizona, Mr. Van der
Voort says he has not had many
rough spots to get over in his career
choice.

"A friend from school joined a
company and whenever I was talk-
ing to him during the first six
months he was readingorstudying
a rate manual. He was really de-
pressed ...He didn't last long on
the company side. He got into an
agency as soon as he knew
enough."

The program reaches beyond re-
cruiting family members and
friends. Now Gallagher combs col-
leges, placement centers and re-
ceives referrals from other agents.
One summer trainee came out of
the mailroom of another agency,
Mr. Gallagher said.

"I look for a college student who
has participated in extracurricular
activities, especially sports," said
Mr. Gallagher, "because they are



already competitive and like to
win. We like well-rounded kids. A

little public-speaking helps."
"Natural salesman" aren't the

goal.

"We can teach salesmanship, but
we cannot teach desire. We've

taken lots of quiet kids and made
them into producers. If we do it
right, the success syndrome rubs
off on them. We try to keep up that
atmosphere," he said.

One self-named "quietkid" isac-
count executive Peter Durkalski.
who at 28 has made a firm commit-

ment to the insurance field, despite
an industrial engineering degree
from Cornell University.

"I really had no intention of go-
ing into insurance. What I really
wanted was a summer job to see
what it was like to wear a tie every
day," he explained.

Mr. Durkalski started with Gal-

lagher a bit later than most
trainees, the summer between his
juniorandsenioryears, introduced
to the firm by his college chum
Patrick Gallagher.

"People have a lot of false con-
cepts of insurance, especially in-
surance selling. There's a needed
sophistication and the property
and casualty field is a far cry from
calling your friends and selling life
insurance," Mr. Durkalski re-
marked.

"The training program was like a
day in the life. There were no for-
mal classes. It was not very high
pressure at all, but I did have to
learn how to sell. I did, by follow-
ing around an experienced ac-
count exec and watching what he
did."

Arthur J. Gallagher is a firm that
admits to nepotism and claims
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Summer jobs in insurance can

reverse a negative stereotype,
notes account executive Craig
Van der Voort.

"nepotism works." Much of the
staffis family and friends offamily.
Inbreeding, however, has not lim-
ited the flood ofnew ideas, accord-
ing to Mr. Gallagher.

"What usually happens in this
business is that agencies are
family-owned and operated. As the
family grows old and tbe principal
turns 60 or 70, he finds that he has
no way to get out of the business
That won't happen here.

"We need new and fresh ideas

from youth. It would be disaster
ous to not listen to their thoughts
on new programs and ideas. Our
average age is between 30 and 31
and getting younger because we do
not believe in a long apprentice
ship. We say that in four to five
years a producer is ready for every
thing," said Mr. Gallagher.

A full time training director is in
the offing for Arthur J. Gallagher,
and so is year-round training.

"There's really no pitfalls. You

just go do it," he said.
"The one thing to watch out for is

to try to make the work your
trainees do valuable, not make
work. The worst that can happen is
to have someone sit for days in
boredom, doing nothing," Mr. Gal
lagher said.
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Gallagher's summer training
convinced account executive
Peter Durkalski not to work in in-

dustrial engineering.

''The college student has a very
wrong view of the insurance
agency business. I think he has the

idea that the agent model is Willie
Loman."

WHAT IS YOUR AGENCY WORTH7 You need to know for:
• Buy/Sell Agreements
• Internal Planning

• Perpetuation Plans

• Merger/Acquisitions
• Bank Credit

Call or Write

• Incorporation
• Divorce

• ESOTS

• Disputes
• IRS Settlements

Russell It. Miller & Co., Inc.
Specialists for the insurance industry

Corporate Headquarters:
300 Montgomery Street
San Francisco, California 94104
(415) 956-7474

There% only
so much selling time

in a day.

Why spend it
collecting premiums?

Premium financin*
It% good for

your business.

Los Angeles (213) 413-4080
New York (212) 662-2845
Chicago (312) 454-1896
London (01) 588-3908

Even good accounts sometimes fail to make premium payments
on time. So you end up on the phone-calling for payment.

Why not let AFCO take care of the collecting, whileyou take
care of the sales? Afterall, you're a salesperson. AFCO is the
expert at billingand collectingpremiums.

With AFCO, you're relieved of all collection headaches. You
receivea copy of each invoice AFCO sends toyour insureds.
Soyou'realways aware of the financial status of youraccounts.

Serving the premium collecting and financing needs of agents
and brokers has been our business and our only business for

almost 25 years. With a network of 17 offices in the U.S. and 5 in
Canada, we're able to provide local, same-day personalized service.

For the AFCO office which serves your location contact: Paul M.
Holland, Vice President, AFCO, New York. (212) 233-8000.

Orcall our Regional Vice President nearest you collect:
Baltimore, Maryland-Douglas A. Falkner (301) 269-5000
Chicago, illinois john Hansen (312) 449-3500
Kansas City, Missouri Gloria Lefton (913)381-6900
Los Angeles,Cali{Grnia Louis P. Seidensticker (213)703-1851
Pine Brook, New Jersey Robert M. Breckenridge (201) 575-7770
Toronto, Ontario-Peter D. Birkbeck (416) 868-6777
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YES
We cover a great many risks other markets won't or can't cover.

From a lot of markets today, you hear a lot of "No!" So you put, in a lot of frustrating time and effort. Stop. Your
first call to Weghorn Internat,onal can frequently get you quick coverage in any of the lines listed below. It's not
that we never say, "No." It's that our attitude is, "Yes, yes, a thousand times yes!"

WEGHORN International
Primary thru Excess

Excess *rkmens Compensation El Excess Automobile O Errors & Omissions O Bumbershoo· Liability  Investment Counsellots E-rors & Orrissicns
El Umbrella Liability 0 Aircraft Products Liability 0 Kidncp/Ronsom Insurance 0 Fire. Extenced Coverage 0 Jumbo Property Lines  Difference in
Conditions El Mortgage impairment I Builders Risks £ All Risks O Products Insurance O Directors & Officers Liability O Automobile Physical Domoge
I Restaurants Property & Liability O Layers-Sec. 1 & Sec. 1 Il Excess Umbrella E Primcry Liability O Buffer layers 0 Architecrs 8 Engineers
¤ Fiduciary Liability O Other Unusual Coveroges.

WEGHORN International, Inc. 156 William Street, New York, N.Y. 10038. (212) 227-4600
WEGHORN International-New Jersey, Inc. 31 South Street, Morristown, N.J. 07960 (201) 267-1127 Telex 127383

INA policy:

Failing agents deserve
a second sales chance

PHILADELPHIA, Pa.-Agents
heading for termination with INA
because ofa poor loss ratio and un-
balanced books of business will

get another chance under a new
policy, according to producer af-
fairs vp Richard Light.

"There's a wide variety of cir-
cumstances that can occur with an

agency," he said,"but most agency
problems come as a result ofan un-
balanced book of business. They
might be submitting highly ex-
posed risks or other types of risks
that are very unprofitable for us."

The alternative, or "rehabilita-
tion program" is outlined in the

Iftimeis money,
now you can

get more of both.
Let John Hancock take the details of association service off your hands,

and you'll have more time to spend making new sales.
We have a completely separate division devoted exclusively to associa-

tion insurance service. Our staff includes underwriters who are experts in
association group insurance, account executives who are accessible when-
ever you or your clients need them, and experienced group field representa-
tives located nationwide for on-the-spot assistance. We'll see that the whole
process goes smoothly right from the start.

If your clients are interested in administration services, you can choosb
the level of administration that best fits their program requirements. For
example, you could choose complete administration which includes billing,
collecting and depositing member contributions as well as processing
member enrollments, answering individual member's questions and main-
tainingall insurance records. Oryou could choose to have us simply bill
the association's members.

In addition, enrollment sales promotion services are available to help
associations attract new members to join their programs.

And to help keep members happy, we have a national on-line computer
claim payment system- HANSTAR-which ensures accurate and timely
claim payment service.

These are some of the reasons why brokers across the country have used
John Hancock to service over 200 association clients with comprehensive
programs for life, health, long term disability and dental insurance. Write
now for further information on how John Hancock can nelp you with your
association business. We'll put a lot of people to work so you can spend your
time more profitably-making new sales.

,-Wrile here:-.
Yes, I want to learn more about how John Hancock services can help give me
more time for making sales.
Name

Company Tel:

Address

City State Zip

Send to: Mr. Richard Vose, Second Vice President, Asscciation Services,
T-28, John Hancock Mutual Life Insurance Company, P.O. Box 111,
John Hancock Place Boston MA 02117

4 Mutual Life Insurance Company
Boston, Massachusetts
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new INA producer-company rela-
tionship policy and stops immedi-
ate termination except in cases in
which the agent has directly viola-
ted the agency contract or fails to
agree to or fulfill the responsibili-
ties of a rehabilitation program.

"What we do is sit down with the
agent and go over a general mar-
keting plan and come up with a
mutually agreed upon rehabilita-
tion program that will bring his
agency to a balanced book that will
be profitable for both of us," ex-
plained Mr. Light.

"It may take three months, it
may take nine months or longer,
but we will sit down with the agent
and work it out. For obvious rea-
sons this can't be made into a writ-

ten contract. It has to be an agree-
ment between the agent and com-
pany that may change according to
problems facing the agent."

Making a commitment to sal-
vage unproductive agencies is a
new wrinkle in the growing com-
petition for the services of inde-
pendent agents. INA and Indus-
trial Indemnity are the first o f the
major carriers to put the policy in
writing, according to Mr. Light.

"Ifanagencyhasagoodworking
agreement with his carriers and
knows what they expect of him as
well as what he can expect ofthem,
many of these problems would
never happen. That's why we made
this a written policy," he said.

"There isn't an agent in business

who can underwrite against a car-
rier, they just cannot produce the
volume to make it work. Ifthey try,
they wind up being unprofitable
for the carrier with a poor loss ra-
tio, which is the very thing we are
trying to avoid: An agent that has
put himself into a situation in
which he is sure to be terminated."

INA service offices will keep
closer tabs on agents, according to
the policy, to "identify those
agents with whom ourrelationship
may no longer be feasible."

The policy calls for the service
office to keep a formal record of
agent problems for the purposes of
making helpful recommendations.

"In this regard, an agentshall not
be terminated only because of
prior loss ratio experience," the
written statement says. "Adverse
loss ratio should trigger the evalua-
tion ofcauses, among which can be
the agent's marketing practices,
mix ofbusiness, identification and
submission ofrequired underwrit-
ing information, follow through on
loss control recommendations,
claims handling and selection of
company markets," it continues.

"The factors plus administrative
considerations such as premium
payment and other costs of doing
business'should be the backbone

of the rehabilitation plan."
The service office will follow

trouble reports with a written plan
for improving the agency by spe-
cific target dates. Then the field
men are required to discuss the
plan with the agent and seek his
advice on how it should work. Tar-

get dates are negotiable, according
to the policy, "but may extend a
year or more."

Ifthe plan is not successful or an
agent declines to work within the
policy guidelines and must be ter-
minated, "the company will fur-
nish the agent an in-force run of
existing business." •



SACRAMENTO, Calif.-Agents
battling to limit the insurance ac-
tivities ofbank-holding companies
here are waving a new weapon:
district-based political action strat-
egy.

The lobbying technique is the
brainchild of political consultant
Roger Duerksen, who was recently

hired by the Independent Insur-
ance Agents Assn. o f California to
press its state legislative attack.

"Right now I'm blitzkreiging
around the state, meeting with 10-
cal agent groups to teach them that
theirpoliticalstature is marketable
and to show them how to market

their political significance," he ex-
plained.

District-based political action
means taking advantage of the po-
litical influence, or "significance"
as Mr. Duerksen calls it, of local

agents to press for statewide goals
in the California legislature.

The training is manifold and is
actually a short course in political
activism. For the present, the Cali-
fornia goal is to get the bank-
holding bill out of the insurance
and financial institutions commit-

tee ofthe state senate. The commit-

tee, according to Mr. Duerksen,
has supported banking in the past.
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Calif. agents learn to lobby by district

This means that the district-

based attack is aimed at committee

members.

"I am trying to teach the agents
that they must translate their on-
going dialogue with pohtical
leaders into action. At the same

time, however, it is important to
realize that the legislators are busy,
so you have to find a way to get a
response and not get put at the bot-
tom of the legislator's stack," he
said.

In communicating with legisla-
tors, suggesting study or a general
comment is not enough. A re-
sponse should be virtually de-
manded.

"Agents should ask for a re-
sponse. If a legislator says that he
needs more information, tell him

that you will send him some. Then

AIG chases

associations;

taps INA
NEW YORK-American Interna-

tional Group is moving strongly
into mass marketing ofassociation
insurance programs with a subsid-
iary similar to INA's Marketdyne
and led by former Marketdyne vps.

Known as Marketpac Interna-
tional Inc., the new facility will
work with trade associations on

the design of insurance programs
to be underwritten by other AIG
companies and marketed through
a network of agents and brokers
under contract to Marketpac. The
new facility will be based in Bala
Cynwyd, Pa. (BI, April 26).

Raymond T. King Jr., executive
vp, King, Kenneth J. Ford, presi-
dent, and Donald C. Kintzing, se-
nior vp, are former Marketdyne
employes.

Marketpac will work on design-
ing programs for special risk cow
erages as well as sophisticated
group property and casualty pro-
grams, said Mr. King.

Once a program has been devel-
oped and underwritten, Marketpac

will rely upon local agents and bro-
kers operating under contract to
market the coverage to trade asso-
ciation members in their locale,

Mr. King continued. Business will
also be accepted from agents who
are not under contract with Mar-

ketpac, he said. •

A/BT
make it a point to get some infor-
mation to him that week. Then

don't let it stop there. Include a
hook in your letter that invites a
response, like 'I look forward to
discussing this information fur-
ther with you. ,„

California agents have many
ready-made political contacts, ac-

cording to Mr. Duerksen, based on
a variety of exposures to political
leaders. A "key-man" survey per-
formed by the IIAC two months
ago indicated that agents knew
leaders through mutual friends, 10-

k

Members are holitically significant': Consultant
cal business organizations, local
party activities and family ties.

The association hopes to parlay
these contacts into active lobby-
ing pressure focused on the state
goals.

"What we found out was that the
insurance agent may not have
much actual political visibility, but
is part ofthe lifeblood ofthe politi-
cal and economic life of a commu-
nity. Agents, through their busi-
ness, get to know very many peo-
ple in a community and if they are
good businessmen are part of the
invisible yet substantial upper
middle income community," he
said.

Agents, according to the survey,
do know opinion shapers in their
districts, including television and

tk

51

print newsmen. In addition, some
agents serve as directors of other

businessesorwindupinlocallead-
ershiprolesonschoolboards, local
chambers of commerce and other

organizations.

"Once we located politically sig-
nificant agents, the next step was
to develop a strategy to train those
people and make them aware of
the value of what they already are
in the community and help them
develop a personal agenda ofwhat
they want and how they are going
to make it happen," said Mr.
Duerksen.

Sophisticated understanding of
how a legislator works is also a
major asset, according to Mr.
Duerksen, formerly an administra-

i

tive assistant to state Senator New-
ton R. Russell and consultant to

the governmental organization
committeeofthe Californiaassem-

bly.

"If a legislator knows that his
constituents have a sophisticated
knowledge of the procedures in-

side the capitol building, he will
have to produce a better response.
I know this from my years on the
legislative side of the desk. An-
swers like 'I was out of the room

when the committee voted,' will
stop being sufficient."

Mr. Duerksen expects the

locally-oriented lobbying to have a
major impact on the bank-holding
bill. which was easily passed by the
California assembly but has been
bogged down in the state senate. •

+ N

"When I'm playing against underwriters,
I hate to use the word 'love' in the score'.'

Agents aren't expected to love their under-
writers. On the other hand, if you're an
agent looking for a more effective under-
writing relationship, let Bituminous "serve"
Our underwriters give real meaning to
the words "professional service!' And you
can rely on us to provide reasonable

answers within a reasonable amount of

time. Let us show you how a match with 
Bituminous can help keep your business
in top form. Check into our many busi-
ness insurance programs today.

U Bituminous INSURANCE

COMPANIES
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Bringing in the sheaves.
Since you're the one who labors in the field

you should enjoy a bountiful share of the
harvest. And with our high level commissions,
you do! In the few months since we
introduced these commissions, our group life
sales have increased dramatically.

That's because more brokers and agents
recognize the value of a scnedule that pays
you the same high percentages every year for
the first ten years. That's right, there's no
grading down after one, two or five "seasons."
Annual Premium Commission Percentage*

First $10,000.,............,....12%

next $15,000................... 7%

next $25,000 5%

next $50,000................... 1%

Commissions on a $20,000 case mean you
bring in $1,900 each year for the first ten
years !

And, we provide additional Compensation
to brokers who write five new Group Life
cases with us which have a combined pre-
mium of at least $50,000 in a calendar year.
*These commissions are not available in New Yo·k State.

Separating the wheat
from the chaff.

We've got the experience necessary to
"price it right." And we offer significant

discounts to qualified industries... ranging
from 10% for White-Collar Manufacturing
groups to 30% for Health Service Industries.

Cultivate business with our

high non-medical maximums
and our unique
conversion privilege.

We're competitive. Our issue guarantees
range from $40,000 to $250,000. And, larger
cases are given individual underwriting
consideration.

Our conversion privilege permits
employees who terminate or have their
benefits reduced because of age, retirement
or change in class, to select one-year
preliminary term* insurance for the first year
of their permanent individual policy. This
allows your clients' employees to make
decisions without pressure.
*Not available in all states.

Flexibility designed to
increase your yield.

In a business as competitive as group life
you need a product line that offers true design
flexibility. We've got it!

We'll write cases down to ten-life groups.
We provide waiver of premium for disa-

A wide range of Life Insurance, Disability, Pension and Profit Sharing Plans are available through Union Mutual Life Insurance Company, Portland, Maine 04112,
Unionmutual Stock Lile Insurance Co. of America, Portland, Maine 04112 and Unionmutual Stock Life Insurance Company of New York. Elmsford, New York 10523.

t

t.

bilities incurred prior to age 60.
No benefit reduction is required for active

employees until age 70.
And, we'll superimpose life only coverage

for groups which insure 25 or more
employees with us.

We support you in the field.
Besides the competitive edge we give you

with the right product, the right price and the
right commission scale, we back you up with
professionally trained service support second
to none in the industry.

So clip the coupon and find out how you
can earn more bread.

9

-:·*52,2..1,112

F--------------7

1 El Send me your Group Life Brochure. 1
ID Have one of your local Branch Office |

1 Representatives contact me. 1
1

 Name |
| Address

1
City Stitp 711

1

Mail to: Zelda Lipton, Second Vice President 
Direqtor of Group Life & Medical Products | Unionmutual, 2211 Congress Street

*VIA Portland, Maine 04112
|--IIIIIIIIIA- /or call: (207-780-2211) 815/9 |

-----

/ Unionmutual
© 1978 Unionmutual
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Computers: Buy what will pay tomorrow
By George Coffman

YOUR FUTURE COMPUTER needs can

cause disaster! Before going out to purchase a
computer system for your agency there are some
things that you should know.

The purchaser ofa computer must realize that he is
involved with a long term purchase for use for seven
to 10 years. Even though technology is changing. the
user should not be concerned or affected by yearly
sales pitches ifhe buys properly, including programs
that perform the jobs he intended for it. There are
many automobiles over 20 years old that still perform
their basic function of transportation. Although de-
signs have changed and there are some functional
differences, the product still meets the needs. A

George Co#man is president of Improved Insurance
Systems Inc„ a computer consulting firm specializ-
ing in the insurance industrv. He has auti:ored a
consumer booklet on computer-buying.

buyershould seta 10 year
goal fortheexchange ofa

computer system.
Although you may find

the selection c f computer
hardware confusing, you
should be able to sortout

the basic facts by asking
questions. Selection of
programs, while a bit clo-

ser to the buyer's level of
knowledge. should get
more than a cursory re-
view. The buyer should
look at his purchase asa
partnership rather than
for a one-time purpose.
While some vendcrs are

selling sys:ems like the
should realize that the lar

you should look for more

ArBT perspective
y are selling cookies, you
ger your agency, the more
versatile systerns.

In choosing a computer company, a buyer should
also realize that though there are persons working on
the "big-picture" for the year 2000, there are many
new techniques available now that can be used and
updated by a firm that buys the right computer. The
computer company should obtain data directly from
you and eliminate some of its own research func-
tions. Many pro fessional agencies have staffs thatare
better at understanding their work than the com-
puter company. The agency should then look to the
computer company for reimbursement for functions
they perform to offset computer costs.

So why do I say that your future computer needs
are an impending disaster? Let's look at hardware.

There are no computer bargains. You getwhatyou
pay for. We recently surveyed most computers on the
market, including the macro units sold in stores. If
you do the same you'll find that there is a 10% vari-
ance in capacity even when comparing units thatare
so-called equals. It's tough, if not impossible, for a
first time user to know what to look for and to under-

stand what power or lack thereof
they are buying.

Power is defined as maximum

speed in which data can be ob-
tained, amount of information that
can be stored for immediate access

and the number of CRTs that can

be put on the computer (as well as
how those CRTs can be utilized).
Though all computers have com-
mon elements such as storage,

memory and CRTs (video display
terminals for access and data en-

try), all have different power.

Now you can offer our

FIRST-DOLLAR LEGAL DEFENSE
for ARCHITECT & ENGINEERS E&0!

111:nom R B Jones can In

for your A&E assureds
to occur in the

and w

insira,ses

efected at

13750.

sn e 1905

th

e First-Dollar Legal Defense
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ects & Engineers market.
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Ph or mail coupon today!
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Street 1
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In my opinion, floppy disks or
disk storage holding 5 million
characters or less should not even
be considered for an insurance

agency. The ability to start storage
at 10 million characters (mega-
bytes) or more is better, but the
ability to grow and add more stor-
age is even more important for
your future needs. The more the
better, but make sure you under-
stand what the cost requirements
are for updating your capacity.

Also, the computer should oper-
ate in a way that allows you to per-
form multiple tasks or functions at
the same time. You should be able
to perform as many functions as
you have CRTs. You should plan
on being able to add one CRT for
each three persons in your office.
So ifyou projecta staffof21 people
in 1985, you should be able to add a
minimum of seven CRTs, each
able to perform its own function
independent of the others. I sus-
pect a two-person to every CRT
factor would be even better consid-
ering the growing role of com-
puters in the industry. It would
also be beneficial to have several
printers for marketing, word pro-
cessing and other related printed
material needs.

Open item receivable and true
open item payable functions are a
must. Your system should go be-
yond accounting into management
functions, management by objec-
tive calculations and paperpro-
cessing. The most complete sys-
tem of the future will use Point o f

Work (POW) processing. This
means it is easier and cheaper to
supply a CRT to an employe and
perform the function immediately
on a screen than on paper that is
passed around for others to handle
and process further. That is the
way o f the future and you should
be planning for it

Agency needs are dynamically
changing. A smart principal will
choose a computer system that is
flexible enough to change and
grow with this firm's needs. The
agency should choose a computer
vendor who likewise sees himself

as a dynamically changing entity
to meet cost reduction needs
through advanced processing. The
effectiveness of that kind o f part-
nership will save $2 for every dollar
spent on keeping up with new pro-
cessing techniques-and avoid a
computer needs disaster. •
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Business lags behind potential in Indy
By BARSARA JEAN GRAY

INDIANAPOLIS-Tnis city
should be c ne of the fastest insur-

ance brokerage markets in the
United States: but it's not-yet.
Here's why, according tc the tro-
kers who work there.

. Despite a metro populaticn of
more than cne million, irs still re-
garded ty its natives as m,re coun-
try than cit>.

• Despite the fact that some 165
insurance companies are doni-
ciled here, there's still a shortage of
qualifiec insurancetechnicians for
insurance agents to t) to lure
away.

. And despite an economy re-
cently ranked by the Council on
Municipal Performance as be.ng
tops in the country in terms of
overall economic health (tied with

Houston), Indianapolis is rela-
tively undisccvered ty the na-

tional alpha Det houses.
A country atmosphere amcng

1.2 million people that has kept:he
alphabe: hcuses at bay. Hcosiers-
and residents of Indianapolis are
more likely :o :hink of ThNnselves
as Hoo:iers than Indianapolis-
ites-are more infectiously folksy
and militarly chauvinistic abiut
their home state.

"We're the third largest steel pro-
ducing stats in the union," John
Bischoff vT of Insurance Agencies
Inc., said o f the state. "We're also

the third .argest corn grow=ng
state. And the corn growers run -.he
state. That same farm town atmo-

sphere has permeated the insur-

ance indestzy and setup resistance

Ai
B

T
markets

to alphabet house market penetra-
ticn."

Insurance Agencies Inc. is a
comoinationofseveral smallagen-
zies, merged in 1970. Each agent
still owns his own book ofbusiness

ev2n though on paper the business
is eorporately owned, Mr. Bischoff
said. The firm generates about
$750 000 in gross revenues.

"Indianapolis has not been in-
vaied by the public brokers," ob-
served William Ramey, local
agancy veteran of nearly 30 years,
'and I don't know why. This city

has more promise than practically
any of the northern cities.

kiA Ramey founded the Indiana
Agency here in 1950 and merged it
with the O.K. Mannan agency in
1937 Ramey Mannan & Co. Inc.

merged with Rollins Burdick
Hunter in late 1977 to become the

th. rc national brokerage affiliation
in the city. It has 21 employes.

Mr. Ramey views the merger
with RBH as a giant step forward
for his $1 million revenue firm both
in ccsts and in global connections.
'In this business particularly,
ovErnead must be watched more

closely. Also, we now use an ex-
panded market system. Where we
wei'€ restricted to local markets be-
fore. we now have markets all over

the world including foreign mar-
kets such as Lloyd's."

Spen prior to the RBH merger
however, Ramey Mannan was
hardly provincial since it was li-

Country atmosphere keeps alphabet houses at bay
censed in 20 states. Still, 60% ofits
revenues are generated in the Indi-
anapolis metropolitan area.

The city's oldest alphabet house
address belong: to Marsh &
McLennan, which came in through
acquisition in she 1920s, according
to local agenis. M&M itself de-
clined to be interviewed by Busi-
ness Insurance and instead re-

ferred us to its headquarter office
in New York. However, it then de-
clined to be interviewed by its own
national public relations depart-
mer.t.

The third alphabet house here is
Alexander & Alexander, which
came in througn acquisition in
1974. With revenues in excess of $3
million, it is gene rally regarded as
the largest agency in the city.

It also probably leads in com-
plexity of background.

The genesis of the present A&A
office was the Bon 0. Aspy sole
proprietorship· founded in 1924. In
1952, Mr. Aspy brmed a partner-
shig with Alex Somerville. Others
also bought in-o the firm in the en-
suing years an d n 1969 the agency
purchased the stock of the Barton,
Curle & McLaren Inc. agency, an-
other longstanding local firm. In
1971, the partnership was liqui-
dated and the firm became known

as the Barton. Curle & McLaren

agency, which was acquired by
Alexander & Alexander in 1974.

Two years later, A&A bought
another well established local

agency, from Emmett and

Chandler of Les Angeles: Herman
C. Wolf Agency. The California
broker had entered the Midwest

Photo: Barbara Jean Gray

Management Advisers Inc. plans to beef-up its Indianapolis office in
the next five years to be one of the largest in its network, says
executive vp Mel Matthews.

two years earlier with the acquisi-
tion of the Wolf agency from the
American Fletcher Holding Co.

Today, A&A is expanding its
presentofficespacebyonethirdin
the Indiana Power and Light Co.
building downtown. IPALCO has
been a client of the agency's
through the years, starting with
Bon Aspy in 1924.

Among the new A&A depart-
ments is Risk Analysis & Manage-
ment Services (RAMS), this

office's name for A&A's self-

insurance service. Brian Field,

managing vp, said the two or three

person department could be in-
creased to 10 to 12 people quickly
this year. In totalling, the office
employs 64 people.

Mr. Field had been with the Bar·

ton, Curle & McLaren Agency.
Prior to that he was an Aetna

branch office manager in the bond
department. He carried that spe-
cialization fo A&A and the office is

now still strong in bonds, with 1091
of revenues generated there.

Carrying previous specialization
Continued on following'page

Send an

adiuster who
knows the sea.

USP&I for more efficient claims handling.

Most USP&1 adjusters are former ship's officers with extensive
maritime backgrounds.

They are abreast of the latest advances in marine transport and
changes in maritime law They can evaluate an exposure promptly
and accurately- often saving the cost of legal services and drawn out
litigation.

When you consider the expense of delay, and the higher and higher
judgments being awarded, doesn't it make sense to use an adjuster
with the know-how tosettleaclaim promptly?

For a free copy of our new Directory of Service Locations, write to:
Mr. J. A. McLain, Jr., Vice President-Marketing, USP&1,80 Maiden
Lane, NewYork, N.Y. 10038. Tel. (212) 374-3874.
Telex: 233004 CTL UR Cable Address: USPIAGE

USEN
UnitedStates R&1

Agency, Inc.
a subsidiary of Underwriters
Adjusting Company

USP&1 Offices: Houston

Jacksonville, Florida; Long
Beach, California; New Orleans:
NewYork, Seattle; St. Louis.

Mr. J. A Mclain, Jr.
USP&1

80 Maiden Lane

New York, N.Y 10038

Please send copies of the new USP&1
Directory of Service Locations.

Namp

CompAny

Strew

City
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Potential in Indy ...
Continued from previous page
into the general agency ranks is
also a characteristic of the Affi-

liated Agencies, a 12-year-old cor-
poration generating a dispropor-
tionately high amount ofrevenues

in its specialty: life insurance.
Of the $1 million in revenues Af-

filiated realizes, 20% of its gross in-
come is in life but it devotes only
between 5%and 10%ofitstimetoit

estimated Al Cohen. The vp and a
few of his associates began their
insurance careers in life insurance

and carried it over into the prop-
erty and casualty business with the
goal o f being able to handle all of a
client's insurance needs. Affiliated

also holds a general agency con-
tract with a life insurance com-

pany.

Approximately 95% of the reve-
nues of the 40 man office are

generated in the metropolitan area,

Mr. Cohen estimated. Al:hough he
described the natiinal brokerage
firm as"sleeping giants" in compe-
tition, the eyeball-to-ey€ball com-

petition has nit developed yet.
"We try to specialize in the size

firm that is not sophisticated
enough to have an insurance
buyer, where we'r€ dealing with
the prinDipal cfthe firm and where
theyappreciatetheknowledgeand
expertise we can give them," he
said.

Keeping a high level ofexpertise
in an Indianapolis agency can be a
challenge.

Indianapolis's wealth of insur-
ance companies, unfortunately for
agents, doesn t provide a built-in
breeding ground for agency ern-
ployes. "Most company people are
very specialized," commented Mr.
Cohen. "Their experience is lim-
ited."

Sandi Cave, vp and treasurer of
Robert N. Bowen and Associates

Inc.,concurredthattheatundance
of insurance companies doesn't
necessarily crank out a steady flow
of insurance agency people. "It's
hard in :his town to find knowl-

edgeable insurance peopl.. The in-
dustry is finally realizing you have
to pay and it's not as easy to steal
people as it used to be.'

As ar example, she pointed out
that Bowen received two Llualified

replies to a recent newspaper ad
for an underwriter compared to 30
replies :c• a similar ad the year be-
fore.

Bowen, the Assurex affiliate
here. was formed in 1941 by Robert
N. Bowen Sr., father ofthe present

chairman and president. Lastyear,
the agency generated slightly un-
der $500.000 in revenues, 80% ok
which was in commercial busi-

ness. It is seeking to either acquire
another agency or add new pro-
due€rs :his year to grow and to re-

'It's hard in this town to find

knowledgeable insurance

people. The industry is finally
realizing you have to pay and
it's not as easy to steal people
as it used to be.'

-Sandra Cave

Robert N. Bowen & Associates

place the four producers who left
last year to form their own agency.

Like Affiliated, Bowen gener-
ates most o f its volume in the met-

ropolitan area. However, a number
o f other agencies located here only

look to the city for a fraction of
their business.

One of these is Hanna & Associ-

ates, a seven-year-old corporation
that generates 80% to 85% of its

*<Since going thel,COMPAR route withINA,
I've had a four.fold gaininpremium income
...withonlyamoderate increase tomyclerical,
underwriting orclaims staff:'

INAs 1-COMPAR agent Bill Hourigan speaks his mind:

"Some people thought I was tying my hands
when I made the decision in 1972 to represent INA
as my single major underwriter. But I seem to have
proved them wrong. The results of this srrategy
have been gains in net profitability year after year
and I don't think I've lost a bit of the autonomy I
had in the past.

"What I have lost are the things I've always
wanted to get rid of: endless paperwork and book-
keeping, and endless time dealing
with a variety of underwriters
And our accounting procedures
have been vastly simplified
over the years

"The result, for me, is the
freedom to do what an agent is
really supposed to do Get out in
the field and help design ef
fective programs for his
business insurance
clients

"Speaking to that
point, INA has pro
vided a stable market

for virtually all my
P&C business And

their strong com
mitment to the

1 COMPAR

program is also
reflected in the

fact that they

work right along with you in opening new markets.
7 want to poin= out that INA never looks over

your shoulder in a business sense but they've been
enormously helpful with such things as office layout
and systems, and in providing a no-strings training
grant for a new sales representative. They're also
especially diligent in keeping me informed on new
Froducts formyareaandmy markets.

«What it comes down to is that I've leapfrogged
cn he trend to representation of fewer carriers
and talen the ultimate step of going with just one.
But t had to be a carrier whose professional ex-
Ferti,e, stature and product line were completely
in tu-le with my needs

"[N 4 meets ev»ry one of those requirements."

Bill Hourigan,
of The Broome.Hourigan Agency,

Toms River, New Jersey
is a participant in INAs 1-COMPAR
(One Company-Agency Representa-

tion) program- which enables selected
ag»nts to enter into an agreement
with INA for their P&C business.

To learn more about the advantages
of th is unique program, write to the

office of the President, Insurance
Company ofNorth America,

1600 Arch Street,
Philadelphia, PA 19101.

The Professionals

business outside the metropolitan 
area. IfHanna's statewiderecord is

any indication (a doubling ofreve- '
nues for each of the first five years
of business culminating in a reve- 1
nue mark of$1.6 million), the firm ,
is most likely the new kid on the
block to watch here.

President Dick Hanna said he I

hasn't staked outany specific terri- '
tory for future expansion, nor has I
he ruled out Indianapolis. "We'11 ,
write business where we can. In

some o fthe rural areas, there's less i
competition and people pay their
bills better."

The firm has nine producers, in-
cluding Mr. Hanna, and is aiming
for a 30% to 40% revenue growth.

Two other large agencies, both
headquartered here but not partic-
ularly strong in this market yet, are
ogling this city.

One is Management Advisors
Inc., a relative newcomer moving
here in late 1977 from neighboring
Anderson. Management Advisors
is equal parts general insurance
agency and association business.

Indianapolis provides only 5% to
6% of AIM's revenues now, said ex-
ecutive vp Mel Matthews, but
that's changing. It's planned for
the o ffice to be one ofthe largest in
the six-office network within five

years. As for the program half of
the business, the city accounts for
14% of revenues and that propor-
tion is scheduled to hold steady in
the firm's overall projected growth
rate o f 35% annually. Management
Advisors generates $1.3 million in
gross revenues.

Baldwin & Lyons began as an
agency some 30 years ago, then de-
veloped a casualty insurance com-
pany, Protective, as a subsidiary.
All subsidiaries combined pro-
duced revenues o f $32 million last
year, $4million ofwhichwerefrom
the insurance agency.

Although Indianapolis-based
business represents 2% or less of
the volume done here, the ac-
counts are notable. Two of the

city's Fortune 500 companies-
P.R. Mallory, an electronics firm,
and Stokely Van Camp, the food
concern-are partially insured
through Baldwin and Lyons. •

Errors &
omissions

• Joseph Holloway, president of
LPLIC, was quoted in an April 16
Agent/Broker Topics story as say-
ing that the Florida Bar had asked
him to head up their newly-
endorsed insurance carrier. He

clarified it was just a member of
the Florida bar that had ap-
proached him. Mr. Holloway also
notes that the key reason he left
Poe & Associates was that Poe had

been less than candid with the bar

regarding its decision to adminis-
ter or not to administer Lawyers
Professional Liability Insurance
Co.'s program, not because of un-
documented rate increases as re-
ported.

• Arthur J. LeBlanc, quoted in the
March 19 Agent/Broker Topics
story on exhibit booths, is assistant
vp and director ofresearch and de-
velopment for James S. Kemper &
CO.



N.Y. agents oppose

revealing split fees
By STUART EMMRICH

- A/ETNEW YORK The New York In-

surance Department intends to
start requiring insurance agents

who share commissions on poli-
cies placed for local and state gov-
ernments disclose commissions.

The state's independent agents ve-
hemently oppose the move.

At a recent public hearing in
New York City, a lawyer for the
Independent Insurance Agents
Assn. of New York said the pro-
posed regulation "was inconsis-
tent with (the department's) statu-
tory authority and amounted to an
administrative intrusion into an

area that should be left to the legis-
lature."

The state department wrote the
regulation because investigations
have shown that some agents ap-
parently shared fees for placing
government policies, even though
they did no work. They apparently
were the recipients of political pat-
ronage from party bosses in sev-
eral New York counties, the inves-
tigations showed.

Although the agents association
said it agreed that agents should
not receive money for work not
performed, it argued that the ac-
tion by the state to stop the illegal
sharing practice was unconstitu-
tional and hampered by "vague,
broad generalizations."

But Donald Gabay, first deputy
superintendent o f the state's insur-
ance department, said the objec-
tions didn't change his mind about
the need for the regulation.

"I have heard nothing heretoday
that would seem to be a valid rea-

son for not going through with this
regulation," Mr. Gabay said, ad-
ding that opponents had several
weeks to send their written objec-
tions to the department. Afterthat,
the department went ahead with
its plan to make insurance brokers
file with the state disclosure forms

each April 15 about their commis-
sions.

One suggestion for change did
seem agreeable to the state, how-
ever, Mr. Gabay said that insur-
ance agents who place policies for
the government, but do not share
the commissions, do not have to
file the detailed disclosure forms
about the amount of business

placed.

He agreed with insurance offi-
cials who said the requirement
would further restrict agents from
working the municipal markets,
which Mr. Gabay said was "hard
enough as it is."

For those that do share commis-

sions, the disclosure forms will re-
quire them to state who received
any money, what services they per-
formed and what public p6sition, if
any, they hold.

Francis Stinzano, a lawyer for
the independent agents, said these
requirements were unconstitu-
tional because they forced a "dis-
closure function which appears far
more stringent than any disclosure
required of any similarly situated
group." That, he said, violated the
equal protection rights ofthe 14th

C&B combines
with Calif. firm

SAN JOSE, Calif.-Corroon &
Black Corp. has completed a busi-
ness combination with the San-

ders & Sullivan brokerage here,
the largest independent brokerage
in the area.

Sanders & Sullivanproducesan-
nual revenues of about $2 million
and employs 30 people in broker-
age and risk management. I

Amendment.

Another representative of an in-
surance agents' group, however,
praised the regulation.

Donald Gardiner, executive di-
rector of the Professional Insur-

ance Agents Assn. of New York,

said the proposed regulation will
provide "the necessary checks and
balances to maintain the principle
that only those licensed agents or
brokers who actually perform ser-
vices related to governmental
units' insurance needs receive

commissions." .
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Good auto dealers deserve a break!

LET US KNOW IF, youhave been searching fora-home" for your Non-Metro
Auto Dealer (under 35 employees) that can keep you in the competition with
your competition.

• EXTREMELY SOPHISTICATED COVERAGES

• COMPOSITE RATED

• COMPETITIVELY PRICED

• MONTHLY PAY

DEALER COVER can give your good auto dealer a break!

21535 HAWTHORNE BLVD.

SUITE 322

TORRANCE, CA 90503

-

Truck insurers
drive in and< 4 *
out of this 4

business every day.

ONE stays with you
over the long haul.

SEABOARD UNDERWRITERS: The Commercial Truck Insurer that keeps you in
the front seat riding high... year in... year out. And we do it with a total
seMce approach from Immediate unde,writing decisions to fast claim
payments and a full array of coverages (including a $5,000,000 liability
limit.)

And, ask us about our Special Risk Capabll]Hes: Umbrella, Primmy
Uablilly, Truck Physical Cargo, Excess Auto... All fonns of #cess & Sub
plus lus"omenliona few!

So If stability, experience and a total dedication to service have eluded
you, turn to us: We'll work with you no matter what comes down the road.

Select Agency Opportunities Available. Contact one of these offices today:

P.O. Box 659. Burlington, N.C. 27215
Phone: 919/226-4422 Telex 574498

Houston, Texas 77027
4615 Southwest Freeway
Suite 11OE

(713) 627-7050

Chicago, Illinois 60611
444 N. Michigan Avenue, Suite 3040

(312) 664-7500 Telex 254349
ULA

D.E. PRINCE

President

(213) 540-9221

le 0 eec e
representing Bankers and ShIppers Insurance Co. of N.Y. and other fine domestic and foreign carriers
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RIMS: Broker's bait too much to swallow
By Len Strazewski

MOST SMALL AND MEDIUM SIZED agentsdon't get to see the inside of the Risk &
Insurance Management Society convention where
all the big wheeling and dealing is done among
jumbo corporate risk managers, jumbo corporate
risk takers and jumbo brokers.

If you got the chance to tour the RIMS hospitality
suites as I did to view the big money in action, you
know that it's not the jumbo accounts that really
matter; it's the jumbo shrimp.

The real competition between brokers at RIMS
seems to depend less on what accounts can be at-
tracted, charmed or placated and more on how fancy
and sumptuous the suites and furnishings are. A few
years ago BI wrote about the costs of entertainment
at RIMS, noting that the price of shrimp then
reached about a dollar apiece.

But costs are hardly important. The key is that
without shrimp, big brokers would be just like

everyone else, using the
same sales tools that

even small agents have.
Here's what happened
on the inside.

When I entered the
suite sponsored by ABC V./.1
Inc.,the giant alphabet „:--'
brokers, the first thing I
noticed was that nearly
everyone was clustered
in the corner, leaving
the bar virtually devoid
of customers. I didn't

len'slmesthink that was really un-
usual because, after all,
this is the era of Perrier water and lime. But I did
wonder what kind of deal was being constructed
inside the tight circle of assistant vps.

The last time I had seen a gathering o fthat type was

behind the football stadium seats at my high school
where cubes of ivory were rolled for cigarettes and
gas money.

Instead of "Come on, seven," more interesting
phrases were coming from the crowd, though much
harder for me to understand.

"Look at that! Unbelievable! How did they manage
to get something that big. Somebody must've been 1
paid off for that one."

Oh boy. Scandal.
I elbowed my way into the crowd, hoping to see the

story that would make my career in the insurance
industry. What I found was the well known chairman
and president of ABC hunched over a table near a

bowl ofshrimp swiped from a neighboring suite. The bowl was as large as my living room furniture.

"I told you we should've placed the order earlier.
It's your fault," said the chairman.

"No it's not," replied the president. "It's nobody's
fault. Those guys from CAB Brokers Inc. must've

gone out and caught these by
themselves."

He held up a fist-sized boiled
shrimp and compared it to one
from their own bowl. The ABC
hors d'oeurve was. . .well. . .a

shrimp by comparison.
In case of emergency with
Specialty Physical Damage,

we come to the rescue.

Next time you have a problem in any of these areas, just give us a call:
• Police & Fire Department Vehicles
• Ambulance & Emergency Vehicles
• Limousines

• Terminal Catastrophe
• Excess Assigned Risk Physical Damage

INTEGRITY,

RELIABILITY , HORAN GOLDMAN COMPANIES
Il=4 Where Excess-Surplus Underwriting is Serious Business

Two Bryn Mawr Avenue, Bryn Mawr, PA 19010 • (215) 527-4400
414 Severn Bldg., 8600 LaSalle Road, Baltimore, MD 21204 • (301 } 821-5900
1020 Kings Highway North, Cherry Hill. NJ 08034 • (609) 667-9600
105 Loudon Road, Concord, NH 03301 • (603) 224-4009
111 John Street, New York, NY 10038 • (212) 964-4500

"There goes the convention,"
said the chairman. "We might as
well pack it up and head back to
New York. We won't get any busi- 1
ness here."

I have never seen producers so I
demoralized. I was intrigued, too,
because I have never seen so much 
depend on a small sea animal. 1
Wouldn't meatballs in tomato
sauce do as well?

So I left and followed the crowd
to the CAB suite. It was a little
smaller than its competition's, but
was packed to the gills with risk 
managers and CAB producers.
Mostly they were talking about
seafood.

"That's a whale of an account," '
said one producer to another. "I
sure would like to land that baby."

One vp told a risk manager for a
noted manufacturer "Product lia-
bility coverage for football hel-
mets? Wouldn't touch it with a 10
ft. pole. Stinks like a dead mack-
eral."

The president was greeting visi-
tors and I thought that if anybody
knew what was going on, he
would. He was all smiles and hap-
pily explained.

"The trouble with these conven-

tions is that you are not really sup-
posed to talk business. In theory
everyone is here to learn and have a
good time. But basically we're all
business people out to do our jobs.
We don't have much else to talk
about. So we make the food the
subject of conversation."

A junior exec joggled his elbow
and said,"Excuse me, boss, but the
buyer from All-American Oil just
came in." The president scurried
off to attend to the big client and I
followed at a discreet distance.

The conversation was not to be
missed.

"Hello George, how's busmess?"
"Not so good Henry. Ever since

we changed to ABC, everything's
been going up and up. Lastyearwe
had to put up...uh... two million
. . . shrimp."

"Really, we can go much better
than that. We have several new
markets for our. . .uh. . .seafood."

"Oh, how much can you cut it
down?"

The president reached into his
bowlofgiantshrimpandselecteda
winner. Then he reached into an-
other smaller bowl full of tiny re-
jected shrimp. He held the big one
next to the little one in front of the
eyes o f the risk manager. Then he
handed him the smaller.

"George, I think your company
can swallow this a lot easier."

"Henry, I'll call you Monday."
Big business in action. I left to

get a cheeseburger. •



Mall office

draws sales:

Neb. agency

James elects senior vps and directors
people

Fred S. James & Co. Inc. named

James W. Bayless, Alton F. Irby
III and John R. Patchett senior vps
at the Chicago board of directors
meeting. Mr. Bayless is president
of the James Oregon subsidiary
and oversees James offices in

Alaska, Idaho, Montana, Oregon
and Washington. Mr. Irby super-
vises international operations and
Southeastern offices. Mr. Patchett

is president of the James Califor-
nia division and also directs theAr-

izona office. Also at that meeting,
Timothy J. Mahoney, Daniel V.
Malloy and John C. Crane were
elected to the board o f directors.

***

Alexander & Alexander Inc. has

appointed seven vps around the

U.S. In the New York branch,
Joseph M. Rosenthal was named
vp and in the Long Island, N.Y.,

OMAHA, Neb.-Shopping cen-
ters are not the usual site for the

offices of commercial insurance

agents, but Insurance Agents Inc.,
the largest locally owned commer-
cial agent in this metropolitanarea,
makes the location work.

"Two years ago we were almost
completely a personallines agency
and this location was an advan-

tage," said Gerald J. Woolhiser,
commercial lines manager. "Now
we're at least 70% into commercial

lines, but still maintain a large per-
sonal lines book with some 35 to 40

walk-ins from the mall a month."

Insurance Agents Inc. has four
offices in the Omaha-Council

Bluffs, Iowa, area garnering a com-
bined premium volume of almost
$20 million. The shopping center
office south of the city in suburban
Bellvue's Southroads shopping
center offers an advantage.

The agency's center ofcommer-
cial activities, especially the long-
haul trucking business (see cover
story), is located near the new
commercial/industrial heart of

Omaha, southwest of the down-
town area that is declining in eco-
nomic strength.

Though trucking is the leading
commercial specialty of the
agency, small municipal accounts
rank number two in volume and

are a growing part of the firm's
commercial lines.

Contracting firms and restau-

rants balance the agency's com-
mercial book of business.

"We pretty much had to move
away from personal lines because
the direct writers are getting a
pretty strong chunk of the busi-
ness," explained Mr. Woolhiser. "I
heard a speaker at a recent indus-
try meeting suggest that agencies
should get out of personal lines al-
together because the direct writer
will soon completely control the
personallines business. He made a
lot of sense."

Direct writers are also penetrat-
ing commerciallines in the Omaha
area, according to Mr. Woolhiser,
especially in the "mom-and-pop
main street risks.

"It's even affected some larger
accounts," he noted. "For exam-
ple, one account I have is a truck
parts operation with four offices in
the area. A direct writer came in

and made him a quote that was
significantly cheaper (40%) and
provided more coverage than Idid.

"I had to tell my client that I
couldn't beat the price, though he
stayed with me. I think it was actu-
ally that he didn't like the idea of

going into a Sears store to talk
about his insurance." •

office Theodore A. Kobre was ap-

Lointed vp and Rudolph B. Jordan
assistant vp. Robert E. Boff was
elected assistant vp in the Bloom-
field, N.J., office. In St. Paul,
Minn., Dale W. Turnham was

named vp. David G. Dupar in San
Francisco and Jerry A. Miller in

Atlanta were also appointed assis-
tant vps.

***

.

/4
Gaiennie Sulpizio

The Professional Insurance

Agents of California and Nevada
have installed Frank W. Gaiennie

i

presidentofits 3,600 memberasso-
ciation. Mr. Gaiennie succeeds

John Baker of San Diego and is a
former vp of the association. He is
owner of In State Insurance Ser-

vices of Calif. Inc.

Jerome Aparton and Robert
Sulpizio have been elected to the
board o f directors of Clifton & Co.

in San Francisco. Mr. Aparton is vp
and manager of the firm's risk
management department. Mr. Sul-
pizioisvpandsenioraccountexec-
utive.

***

7.
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Shirley P. Harrington has
joined Associated Insurers in Ra-
leigh, N.C., as senior account un-
derwriter. She previously worked
for other brokers and the Great
American Insurance Co.

***

Glen Dye, formerly Alexander &
Alexander vp in Tulsa, Okla., has
become manager of the oil and gas
department of brokers Warren &
Sommers in Denver, Colo.

We'd like to report on staff
changes. Just drop a note to Len
Strazewski, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or call 312-649-5393. We'd also like

to receive pictures of those in-
volued.

Special 25% Pre-Publication Discount on the New Edition of

THE UMBRELLA BOO K

This authoritative reference is essentil
for every agent, broker, risk manager
and underwriter who needs to know:

• What gaps in coverage may exist in an ..
umbrella policy form

• How to improve inferior coverage
• How to objectively compare and eval-

uate various umbrella policies

A Comprehensive, easy-to-use
reference.

Published by Warren, McVeigh & Griffin,
risk management consultants, this
manual is a revised, expanded edition
of the original Umbrella Book-the first publication to
provide an analysis and comparison of major umbrella
policy forms. Now in loose-leaf format to permit
annual up-date, the new Umbrella Book offers:

1. A clear and concise evaluation of the umbrella policy
forms of more than 40 insurers.

2. A specimen copy of each policy, with a coverage
reference chart on each-all in easy-to-use format.

3. Three large color charts showing approximately 120
features of each umbrella and their effect on coverage
in a simple-to-interpret format. These unique charts
contain more than 6,000 comparisons, yet the informa-
tion is presented in a way that makes it easy to quickly
and accurately compare any two or more umorellas.
Differences or concurrence of umbrella wording with
standard ISO primary coverage parts are specifically
pointed out.

4. Extensive discussions of every major policy term-
their meaning, effect, which companies use the terms
and the differences between various wordings.

Please enter my order for The New Umbrella Book at your special
pre-publication discount price of $93.75 instead of $125. This price
includes free updates for one year. This special offer expires
June 15,1979.

Number of copies at $93.75

California residents add 6% sales tax

Postage and handling at $5/per book

TOTAL

Name

Title

Address

City

State Zip

Send your check before June 15,1979, to:

Warren, McVeigh & Griffin
Risk Management Consultants
1420 Bristol Street North, Suite 220

Newport Beach, California 92660

5.

6.

New chapters on Major endorse-
ments, including those applicable to
contractors, financial institutions, and

municipalities.

Marketing ideas and underwriting
standards.

Tips on how to

• Improve inferior coverage
• Properly mesh primary and excess

policies
• Structure layers of excess coverage
with different markets

1000 Hours of Work!

This second edition of The Umbrella Book has been in

preparation for a year and represents more than 1,000
hours of work by:
• Mr. James A. Robertson, one of the principal authors of
the first edition

• The staff of Warren, McVeigh & Griffin-leading risk
management consultants

• An advisory panel of experts from insurance companies,
surplus and excess lines markets, and brokerage firms

The price of this new publication will be $125, but until
June 15,1979, Warren, McVeigh & Griffin is offering a 25%
pre-publication discount on the new Umbrella Book-
$93.75, which includes free up-dates for one year. (The
update service can be renewed after the first year at
additional cost.)

AGENTS & BROKERS:
Attend Unique Seminar that Will Teach You How
to Acquire and Keep a Major Account

Learn how to: Use risk management techniques
effectively / outmaneuver competitors for new
business / cut your clients' total risk management
costs / price your services / protect your best ac-
counts from competition / analyze the feasibility of
a captive / analyze and implement self-insurance
plans / solve loss prevention and claim control
problems / cope with consultants!

Seminar Dates: San Diego, June 4 & 5; Chicago,
June 14 & 15; New York, June 18 & 19, Atlanta,

June 20 & 21, San Francisco, June 25 & 26

For complete details, write to Warren, McVeigh &
Griffin or phone & ask for Liz, (714) 752-1058

 Newport Beach CaliforniaWarren, McVeigh & Griffin
1420 Bristol Street North, Suite 220

(714) 752-1058

.
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DEADLINE

July 1,1979

QUESTIONNAIRE FOR

EIGHTH ANNUAL AGENT/BROKER PROFILES ISSUE

AUGUST 6,1979

business insurance

All Items

MlJST Be
Filled Out

fro qua#fy, agents and brokers must deal DIRECTLY with insureds and must have an annua/ premium
volume of $1 million or more, and at least $150,000 in gross revenues.)

Name of firm.

Home office address:

Phone number (include area Corle)·

PLEASE PRINT CLEARLY OR TYPE

7ip:

1978 1977

Premium volume: $ $ (estimate acceptable)

Gross revenues: $ $

Employes (include principals or partners)

% commercial business: (based on gross revenues)

(NOTE. Profile cannot be run un/ess gross revenues and number of employes are supplied.)

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

How are you compensated by your clients? OCommissions 0 Fees 0 Both

Acquisitions and mergers in 1978 and so far in 1979: (give dates)

Branch offices (cities):

Subsidiaries (list names):

Parent company:

Explain reason(s) for any major increase or decrease in gross revent,A

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

In what state(s)?

Name:

Title:

NO

Signature:

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

Please return to:

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

DEADLINE

July 1, 1979

Agent/Broker guide
to appear on Aug. 6

The EIGHTH ANNUAL Business Insurance Agent/Broker Profiles is-
sue, which contains vital information on more than 350 leading commercial
insurance agents and brokers in North America, will be published Aug. 6.

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

This special report will also provide detailed looks at the 20 largest U.S.
brokers and the largest Canadian firms.

Many agents and brokers listed in previous Profiles issues have
already received the questionnaireinthe mail. Don't filithls outifyou
have already completed a mall questionnaire.

To qualify for the Profiles issue, an insurance broker or agent must deal
directly with insureds, must have an annual premium volume of $1 million
or gross revenues of at least $150,000 and must generate at least 50% of
its business from commercial accounts. Profiles will not be included with-

out information on gross revenues and the number of employes.
If you have any questions, call or write Kathryn Mcintyre, News Editor,

Business /nsurance, 740 N. Rush St. or call 312-649-5286.
DEADLINE for returning the questionnaire is July 1.

Space trucks...
Continued from page 38A
ited," noted Mr. Frick,"Andthe re-
lationship between the broker and
the underwriters is crucial."

M&M, the largest space broker,
has marketed several satellite ac-

counts for foreign governments
in addition to private U.S. enter-
prises, including Western Union.
The broker has found insurance

against losses from physical dam-
age to a satellite while it's on the
ground, improper orbit, liability
for the launch, satellite malfunc-
tion and launch vehicle failure.

Mostly the satellite risks are
placed with Continental European
markets-French, German and
Italian companies-according to
Mr. Frick, though he expects the
"U.S. market will become a major
factor soon."

U.S. capacity

"The Lexington of AIG is one ff
the few U.S. markets in this busi-

ness, and they only have about
a $50 million capacity," he ex-
plained. "But we are seeing addi-
tional interest from reinsurance

groups and thelife insurance com-
panies."

One major task facing the broker
for space-shot risks is educating
the markets on exactly what a car-
rier is facing in insuring a launch.
Surprisingly, scientific secrets do
not get in the way of developing
background in the field.

"NASA has some of the most

helpful people in the world," re-
marked Mr. Frick, "and the infor-
mation on launch vehicles, for ex-

ample, is carefully organized and
recorded. The majority of manu-
facturers are likewise open if you
know what to ask for."

Most information that relates to

U.S. industrial shots is not classi-

fied, though some military infor-
mation is still kept under wraps,
according to Mr. Frick. Launch ve-
hicle success rates, the data that
allows a broker to calculate a loss

history, is very accessible.
"It's a different game completely

outside the United States," noted

Mr. Frick, "and there's a bit ofhesi-
tancy on the part offoreign clients
wbo are a little reluctant to divulge
the information."

Local politics is an issue. Ifa gov-
ernment loses interest inacommu-

nications satellite project, it simply
may never take off. If the local
M&M representative does not have
a perfect relationship with the 10-
cal government or markets, the
taskofpreparingalaunchriskmay
become very difficult to impossi-
ble.

M&M is actively involved in Ara-
bian, Italian and Brazilian satellite

projects. Thebrokerhad investeda

year-and-a-half in researching an
Iranian communications project
until the Shah ofIran was deposed.
Since these special risks yield
commission-based compensation
for brokers, M&M was out its time 
and didn't make a dime.

"Most projects require two to
three years lead time," explained
Mr. Frick, and premiums usually
run 8% to 10% of the insured value.
The success rate of launch vehi-

cles, for example is about 92%, so
there isn't a great pro fit margin.

"We spend a lot oftime talking to
our markets," Mr. Frick noted."We
feel that the U.S. market should
make more of a commitment.

Ninety percent ofthe $65 million in
premiums for this type ofrisk has
left the U.S. We will need the ca-

pacity in the long run and most of
the usage is by the U.S."

Whatever business M&M does

not write of the $65 million in total
premiums on satellite risks is
handled by a small New York bro-
ker that made its early reputation
in marine insurance: Nausch, Ho-
gan & Murray Inc.

Although the firm does write
significantly less than its jumbo
colleague, president Richard

Nausch is regarded as having
equal expertise.

Research

Mr. Nausch and his staffhave su-

pervised insurance for five Japa-
nese communications satellites

and were co-brokers on projects
for the European Space Agency.
Brazilian, Indian and Chinese pro-
jects are on the drawing board.

"The kind of information we

need to gather is determined by the
buyer," said Mr. Nausch. "It's back
to the business of being a broker.
We have to find out how much the

buyer can afford to lose and how he
sees his risks."

"Up to now, almost all space
shots have used the same technol-

ogy, so the risks are comparable,"
he noted.

"Launch vehicle information is

available from NASA and you
check the performance of similar
equipment, develop a failure rate
and have some predictability. H
you are doing it on a continuous
basis you try to stay current"

Brokers should get intotheplan-
ning of a satellite launch early, ac-
cording to Mr. Nausch.

"Part ofit is taking a chance, but
once you have been doing it for five
to eight years, you get to know
most of the problems. For a new
broker getting into the field, you
have to do the same kind of re-

search as you would in getting into
any other new field. But there's no
guaranteed return," he said. .



riskWatch
Federal work comp bill could
prompt fresh look at state laws

For the last six years, Sen. Harrison Williams and Sen.
Jacob Javits have waged a lonely battle to impose mini-
mum federal standards on state workers compensation
prograrns.

During that six-year period, the two senators introduced
three separate bills calling for the establishment of mini-
mum standards. While the proposals initially attracted
some interest, strong support failed to develop and the
bills always died in committee.

This year, however, things
could be different. During recent
Senate hearings on the latest
Williams-Javits minimum stan-

dards bill. the Carter Administra-
tion threw its support behind the

concept, the first time the execu-
tive branch has endorsed federal

standards for workers compensa-
tion.

Even with the Carter

Administration's declaration of

support, passage of a minimum
standards bill remains, at best, a

distant long shot. A powerful coa- Geisel

lition of 28 business and insur-

ance trade groups already has banded together to resist
the passage of minimum standards legislation.

While imminent passage of a minimum standards bill is
unlikely, the decisionofthe Administration toendorsethe
idea will focus increasing attention on whether state pro-
grams provide adequate workers compensation benefits
to injured workers.

Unquestionably, the states have made dramatic
progress in upgrading benefits since a 1972 national com-
mission found serious deficiencies in most state pro-
granns.

The Alliance of American Insurers, an industry trade
group, reported recently that the states have adopted
about 70% ofthe national commission's"essential" recom-

mendations. Several states, for example, have boosted
maximum temporary total disability benefits by more
than 300% during the last six years, an increase far in
excess of the rate of inflation.

But other states have lagged behind. In Arkansas, for
example, the maximum weekly total disability benefit is
only $87.50. In 20 states a worker who is permanently
disabled can receive benefits as low as $25 a week, Sen.
Williams observed recently.

Just how inadequate some state benefit programs are
was brought home by a recent story in the Washington
Post describing the inability of a 27-year-old Virginia
woman, who lost four fingers in a gruesome workplace
accident, to collect full medical benefits.

Although the woman was able to gain compensation to
cover her initial medical and hospital bills, which totaled
about $20,000, the state program is structured in such a
way that the woman may have to pay for future operations
to correct nerve damage to her hand.

Some business and insurance officials acknowledge
that severe gaps exist in many state workers compensa-
tion programs. But consideration cannot be given to rais-
ing benefits, as Sens. Williams and Javits propose, until
something is done about curbing fraud and abuse in the
state programs, these officials maintain.

For example, employe fraud and abuse were major fac-
tors in the tripling of Baltimore's workers compensation
expenses in the last four years, a city department of fi-
nance report revealed (BI, April 21

One Baltimore city o fficial pointed to the case ofa recre-
ation and parks department employe who filed 23 claims
against the city in his 16 years of employment, illustrating
how workers are abusing the system. The official doubted
if all the claims were valid, noting that the alleged injuries
involved almost every part of the worker's body.

Some observers believe the most promising solution to
curb abuse lies in Florida's innovative moves to make its

much-criticized workers compensation program more ef-
ficient by basing benefits on the amount o f wages lost due
to injury rather than on only the degree ofdisability. Pro-
ponents of the legislation say fraud would be cut down
since benefits would be based on lost earning capacity
rather than exclusively on the severity of injury, which is
so difficult to accurately measure.

For the long term, perhaps a new national blue ribbon
commission offers the best hope of measuring the
progress states have made in their workers compensation
programs, as well as probingthe growing problem ofoccu-
pational disease injuries.
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i Two more suits against Ford
cite faulty gas tank design

CHICAGO-The Ford Motor Co.

finds itself facing two more prod-
uct liability lawsuits alleging in-
jury causing defects in its Pinto
and Mercury Bobcat automobiles.

In the latest action filed earlier

this month in federal court here,
attorneys for Dawn Hadfield, 17, of
Hampshire, Ill., are seeking $250
million from the automaker claim-

ing the company knew about gaso-
line tank defects in the 1975 Bob-

cat. The company did not issue a
recall notice for the car until Feb-

ruary o f this year, almost a full year
after the girl suffered extensive
burns in an April 30, 1978, traffic
accident in McHenry County, Ill.,
the suit says.

The fiery crash left the girl with
third-degree burns over most of
her body and she faces a series of
cosmetic operations over the next
five years, according to the suit. In
the crash, the girl's car traveling at
about 25 miles an hour was struck

from behind by another auto. The
gas tank exploded upon impact.

Tests conducted by the National
Highway Traffic Safety Adminis-
tration have shown the fuel tanks

rupture on the Pinto and Bobcat
when struck in the rear at speeds of
more than 38.5 miles an hour.

Another recently filed suit seeks
$5.1 million. Filed on March 30 in
Cleveland, a man and woman
claim that faulty gas tank design
on the Pinto contributed to their

injuries in an Aug. 14,1973, rear-
end collision with another car.

The couple, Mark and Deborah
Wisniewski, said the rear-end im-
pact caused their car to burst into
flames, severely injuring them
both.

Ford has been named in a string

of product liability lawsuits in the
last few years involving its cars. In
addition, the company faces crimi-
nal charges in Indiana for allegedly

Scor Re opens branch
Scor Reinsurance Co. of Dallas,
Tex., opened its first branch of-
fice in Hartford, Conn. on May 23.
Hartford was chosen as the first

branch office location because it is

the major insurance center in the
United States, said senior vp Ken
Boyd.

knowing the tank design of the
1972 Pinto was so dangerous as to
explode upon light impact.

Last year the company agreed to
pay $600,000 to a 7-year-old boy
who was orphaned and severely
burned in the crash o f a 1972 Pinto

which was struck by another car
and caught fire. A similar case last
year in California resulted in a
record $125 million judgment
against Ford. The award was lateii
reduced by the judge to $3.5 mil-

lion. Ford is appealing the case.
Also, a $12 million liability suit is

currently pending against the com-
pany, filed by a Detroit-area
woman after her husband was

killed in 1977 when a fragment
from the fan of a 1972 Ford Torino
struck him in the neck. The man

was a mechanic servicing the car

(BI, April 2).
The company declines to com-

mentonthecases, butadmitsithas
large self-insured retentions on its

product liability insurance. •
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N.Y. sta Ils on monoply fund proposa 1
ALBANY-A bill to abolish the

commercial insurance market for

workers compensation in New
York isn't expected to be acted
upon by the state legislature dur-
ing its current session.

The bill (A. 7) is in the Assembly
Labor Committee at this time and
the legislature is expected to ad-
journ by the end o f the month.

The bill is supported by the state
AFL-CIO. But, insurance groups
sharply criticized the proposal
at hearings held in New York.
The proposed monopolistic fund
would "create a new and unneces-
sary level of state bureaucracy and
increase insurance costs at a time

when the state's economy can ill
afford it:," said Frank O'Brien of
the Alliance ofAmerican Insurers.

The state fund would be more

likely to "lapse into a slovenly
claims handling process than is the
case m acompetitiveatmosphere,"
added Robert W. Flockhart, coun-
sel for the American Insurance
Assn.

Another hearing may be held.

Mo. director quits
JEFFERSON CITY-Missouri

insurance director Jerry B. Buxton
has resigned effective May 31 in a
difference of opinion with the Di-
rector of the Department of Con-
sumer Affairs.

As director of the division o f in-

surance which reports to the con-
sumer affairs director, Mr. Buxton
found he was subject to more con-
trol from the department than he
had anticipated, he said. In addi-
tion, the consumer affairs director
objected to Mr. Buxton's activities
in the National Assn. of Insurance
Commissioners, Mr. Buxton said.

Mr. Buxton expects to take a job
in the insurance industry. The gov-
ernor will appoint a new insurance
division director.

Va. mandates benefits

RICHMOND-Under legislation
passed this year, accident and sick-
ness insurance in Virginia must
add coverage for the outpatient
services of a clinical social worker
treating mental disorders.

Also under the new law, effective
July 1, health policies mustextend
the required health insurance cov-
erage for inpatient care in an alco-
hol rehabilitation facility to in-
clude benefits for drugand alcohol
rehabilitation and treatment pro-
vided in a mental or general hospi-
tal or other licensed facility.

The level ofcare may differ from
coverage for other mental disor-
ders if the benefit covers the rea-
sonable cost of the necessary ser-
vices, or provides $80 per day in-
demnity benefit, the law says. The
benefits also may be limited to 90
days of active inpatient treatment
over the person's lifetime.

Pa. denies rate hike

TRENTON-New Jersey insur-
ance commissioner James J.

Sheeran has disapproved a 30%
medical malprBctice rate hike re-
quest from the Insurance Co. of
North America.

INA wantedtherate hikeonmal-

practice insurance for 100 doctors
who are members ofthe College of
Obstetricians and Gynecologists.

Mr. Sheeran noted that the same

coverage is available through ei-
ther the N.J. Medical Inter-

Insurance Exchange or the N.J.
Medical Malpractice Reinsurance
Assn. atrates 44.3%belowtherates

proposed by INA.
The 100 doctors had been in-

sured for the last 10 years by Fed-

eral Insurance C6., but the com-
pany did not renew the insurance

and INA proposed to pick it up at a
30% rate hike. Federal had

charged $7,144 for coverage of
$100,000/$300,000; INA wanted
$9,287.

Psychological stress

CONCORD-The New Hamp-
shire supreme court has ruled
that psychological stress should be
considered as a possible cause of
compensable injury in a case here.

The widow of a worker who died
of a heart attack had claimed that
stress had caused his heart attack.
A lower court blocked benefits,

saying that the evidence con-
nected with the effect of psycho-
logical stress was, at best, "specu-
lative."

The case now returns to a lower
court for a decision on the particu-
lar clainn.

Black lung costs up

HARRISBURG-The Pennsyl-
vania Coal Mine Compensation
Rating Bureau won 13.7% rate in-
creases for black lung coverage of
15 cents per $100 ofpayroll for sur-
face mine coverage and $3.05 per
$100 of payroll for deep mine cow
erage.

The revised rates. effective May

1, are much lowerthan the50.5% or
total increase of $43 million origi-
nally requested. The rating bureau
suspended its request for that rate
hike after the insurance depart-
ment had challenged the "judg-
mental nature" of the rate filing,
insurance commissioner Har-

vey Bartle III said.
The rate request had been based

"in large measure. ..on an anticipa-
ted liberalization of the eligibility
requirements," Mr. Bartle said."If,
when and to what extent the fed-

eral government decides to liberal-
ize its eligibility standardsremains
to be determined."

The rating bureau then came
back with a 22.2% rate increase,

which Mr. Bartle approved tc
13.7%. The cutback was based or
the department's judgment thai
the projection of company ex-
pense levels contained in the filing
"was unconscionably high," Mr.
Bartle said.

Ga. passes HMO law
ATLANTA-Georgia's insur-

ance code now governs the opera-
tion of health maintenance organi-
zations in the state.

The first HMO to open in the
state has also been approved to op-
erate under the new law: Metro At-
lanta Health Plan Inc.

Under the law, HMOs are re-
quired to obtain a certificate of au-
thority from the state insurance
commissioner before opening.
Among the requirements for ob-
taining the certificate are: arrange-
ments for an ongoing quality as-
surance program and for coverage
of out-of-area emergency services;
a security deposit of $100,000. •
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Controls pay off for some Blues subscribers
By STUART EMMRICH

NEW YORK-Blue Cross and

Blue Shield subscribers in two

states will soon receive refunds to-

taling more than $52 million, the
payoff on cost-cutting programs.

Maryland Blues subscribers will
get $15.6 million in refunds July 1.
Most of that total-$14.8 million-
will be shared by the 1.7 million
members of the plans' large em-
ployer groups. The remaining
$800,000 will go to approximately
250,000 non-group members as a
one-time credit on their bills, a
spokesman said.

In Michigan, refunds adding up
to $36.7 million will go to 388
experienced-rated group plans
with more than 150 members,
about 55% of such groups.

In both states, cost containment

J

programs organized by the Blues
and the groups cut health

care costs and contributed to the

savings.
Among the most successful

methods tried in Michigan was a
statewide hospital reimbursement
review system. A committee met
four times a year to set ceilings on
cost increases for patient care for
the 224 hospitals participating in
the plan.

The Michigan plans also cut
costs by severely restricting pay-
ments for services performed in
emergency rooms, allowing only
those reimbursements for "actual

medical emergencies and legiti-
mate first aid," the spokesman
said.

A spokesman for the Maryland
Blues said that control efforts

there kept the increase in health
costs to only 8.8% last year, com-
pared to the national average of
12.7%. For the' first time in years
the number of claims reported
showed a slight decline, he added.

The performance of the Health
Services Cost Review Commis-

sion, a prototype of sorts for the
Michigan review board was effec-
tive, he said. A popular network of
five health maintenance organiza-
tions that contracts with Blue
Cross and covers almost all of

Maryland also cut costs, he added.
Officials in neither state, how-

ever, could determine how much
was saved under specific controls.

Besides statewide efforts to con-
trol costs, officials said programs
by individual groups helped
produce the refunds.

The city ofPontiac, Mich., for in-

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

ASK THE HOME GROUP
IF ITALL ADDS UP.

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

The risk management professionals
of The Home can tell you if it all adds
up. We provide a full scope of risk man-

agement services. This
cr ranges from providing

. computer capabilitiesfor
a quick and accurate

stance, was so successful in con-
trolling costs that the $449,000 it
recently received as a refund will
go to hire 13 police officers, accord-
ing to a state spokesman for the
Blues.

And the savings will continue
next year, said Pontiac risk man-
ager D. Ernie Bedford, because the
Blues are charging the city $21 less
for each of the plan's estimated
3,500 members.

He attributed the savings to a
tough risk management policy in
controlling health costs which was
"laughed at" four years ago, but is
now paying off dividends.

Among the methods the city
used to cut losses in sick time was

to expand educational and medical

programs to employes' families. It
had discovered that much of the

analysis of your computations, to im-
plementing and servicing your program.
And in this era of shrinkingcapacity, we
can arrange for the layered insurance
required to make the whole pr6position
work.

Make the last step in your self-
insurance evaluation your best step.
Consult with the risk managementspecial-
ists at The Home Group. Let them serve
as your risk management team.

Ihe liome

Insurance Company
A City Investing Company

losttimeatworkwascausednotby
the employe's illness, but ofimme-
diate family member's.

The city also stressed communi-
cation between the industrial phy-
sician and the employe's personal
doctor. If an employe complained
of an ailment or problem while at
work, the personal physician
would be notified and kept up to
date on possible problems.

Besides increasing training pro-
grams on occupational health and
safety, the' city also required its
heavy-labor employes to have an
annual physical to pinpoint any
potential problems in advance so
they could be corrected. And it
adopted tougher medical exams
for screening potential employes.

The city also found it could save
on health care payments over the
long term by providing employes
who complained of inspecific ail-
ments at work with mental health
counseling.

This often got to the root of the
problems of employes who were
habitually missing work or going
home sick, Mr. Bedford said, add-
ing that the success rate in getting
peoplebackonthejobfulltimehas
been good.

"People say that the way you de-
crease costs is to decrease benefits.

I say just the opposite. If you in-
crease the needed benefits, you de-
crease the cost in the long run," Mr.
Bedford said. •

Storm losses

push down

Kemper stoc k
CHICAGO-Kemper Corp.

stock slipped on winter 1979
storrns.

A high number of claims result-
ing from heavy snows throughout
the Midwest last winter caused a

drop of 30 cents per share in the
stock in property/casualty insur-
ance business of Kemper Corp. in
the first quarter of 1979 compared
with the same period in 1978.

Donald R. Clark, secre-

tary/treasurer for the firm,
said at the annual meeting here
that the drop was directly attribut-
able to the huge losses suffered on
roof cave-ins. Roofs collapsed un-
der heavy snows which especially
hit the Chicago area.

Commercial insurers sustained

multimillion dollar losses from

cave-ins at warehouses, stores, fae-
tories and other large facilities last
winter.

Property/casualty insurance con-
tinued to be profitable in 1978 for
Kemper, however, accounting
for 68.4% of the corporation's
operating income and 75.5% of

sales, according to Kemper's an-
nual report. Property/casualty net
premiums totaled $678 million last
year as compared with $619 million
in 1977. •
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info for buyers
. A Look at Communicating So-
cial Security is the name ofa book-
let now available from Meidinger
& Associates Inc. The booklet ex-

plains how an employer can effec-
tively communicate the benefits

from Social Security to its em-
ployes. For a free copy write Deb-
bie Schepers, Meidinger & Associ-
ates Inc., 2440 Grinstead Drive,

Louisville, Ky. 40204.

• The second edition ofalaw mon-

ograph on excess liability and an-
other on excess liability and first-
party insurance is now available
from the Defense Research Insti-

tute. Cost is $5 for members and
$7.50 for non-members with quan-
tity discounts available upon re-
quest Write Defense Research In-
stitute, 1100 N. Wells St., Milwau-
kee, Wis., 53233.

'4tkn -i. 1 - i

. Do you need more information
about the coordination ofbenefits
and HMOs? If so, Personnel Re-
search Associates is offering an
employers HMO service newslet-
ter that should keep you up-to-date
about the subject. For a free copy
write Richard D. Quinn, Personnel
Research Associates, 49 Oakridge
Rd., Verona, N.J. 07044.

• The Schedule of Bank Insur-
ance provides descriptions ofvari-
ous insurance policies and bonds
used by banks. It refers to the Di-
gest of Bank Insurance for each
type of coverage and serves as an
excellent reference source on bank

insurance coverage fortrustees, di-
rectors, managers and examiners.
The 1978 revisi6n of the schedule

ranges in cost from $5 for one copy
for members, $6.25 for non-

members, t6 $3.50 each for 11 or
more copies for members, $4.40 for
non-members. For a free copy re-
quest 21-800, Order Processing
Dept., 1120 Connecticut Ave.,
N.W., Washington, D.C. 20036.

• Have you considered self-

funding your employes' health
benefits? If so, LeaderAdministra-
tors Inc. is offering a pamphlet
which explains the self-funding
concept and outlines limited self-
funding. For a free copy write Wil-
liam A Leader, 1009 W. Ninth Ave.,
King of Prussia, Pa. 19406.

. RSVP-Restore Shut Valves

Promptly is a promotional bro-
chure describing the updated im-
pairment handling program of-
fered by Industrial Risk Insurers.
For a free copy write the Commu-
nications Dept; Industrial Risk In-
surers, 85 Woodland St., Hartford,
Conn. 06101.

. With the increase in lawsuits

against corporate officers and di-
rectors, INA is offering a brief re-
view of this topic of interest to
business executives. The 12-page
booklet examines the question of
responsibility, specific lawsuits
against directors, the best defense,
audit committees on operations
and financial protection. For a free
copy write INA Corp., 1600 Arch
St., Philadelphia, Pa. 19101.

• Though the potential hazards as-
sociated with occupational envi-
ronments have been recognized
before, it hasn't been until recently
that industrial hygiene has come
into being. At Clayton Environ-
mental Consultants, industrial hy-
giene services are provided rang-
ing from very specific, limited in-
vestigations to the broader, more
comprehensive services. For a free
copy write Richard J. Powals, co-
ordinator of business develop-
ment, Clayton Environmental
Consultants Inc., 25711 Southfield
Rd., Southfield, Mich. 48075.
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But more importantly, we help make AMF's weekdays swing also.

To find out more about how Bruce Shinabarger, Account Executive, Schiff Terhune
Incorporated, helps Wayne Harrison, Director of Insurance, AMF Incorporated,
derive more range out of every insurance dollar, call Bruce personally at:

Schiff Terhune
Insurance Brokers/Risk Management Services

100 William Street, New York, NY 10038. 212/425-3010.

dates
JUNE 4-6. Fundamentals of Fire
Protection is a course offered by
the National Loss Control Service

Corp. to teach fire protection. Cost
is $250. Contact G. N. Crawford,
NATLSCO, D-5, Long Grove, Ill.
60049.

JUNE 5-6. The Manufacturing
Chemists Assn. is sponsoring a
workshop in Houston dealing with
steps to take at the scene ofa trans-
portation emergency in the ship-
ment of hazardous materials. The

seminar will be repeated June 19-
20 in Houston. Cost is $110. Con-
tact John C. Zercher, Manufac-

turing Chemists Assn., 1825 Con-
necticut Ave., N.W., Washington,
D.C. 20009; phone 202-328-4282.

JUNE 5-7. The Greater Los
Angeles chapter of the National
Safety Council will hold its 26th
annual safety congress in the An-
aheim Convention Center in An-
aheim, Calif. The seminar will
discuss occupational safety and
health problems facing the public
and private sector in the upcoming
decade. Cost is $30. Contact
Greater Los Angeles Chapter Na-
tional Safety Council, 616 S. West-
moreland Ave., Los Angeles, Calif.
90005; phone 213-385-6461.

JUNE 7-8. Corporate Insurance
Managementisthenameofasemi-
nar to be held in San Francisco by
New York University. The seminar
will be repeated in Chicago August
9-10. Cost is $495. Contact Regis-
tran 14th Floor, NYU Conference
Center, 360 Lexington Ave., New
York, N.Y. 10017.

JUNE 8-9. Reducing product lia-
bility losses is the topic ofa semi-
nar to be held in Kansas City, Mo.,
by Oklahoma State University.
Cost is $285. Contact OSU Engi-
neering Extension, 301 ENG.
North, Stillwater, Okla. 74074;
phone 405-624-5146.

JUNE 10-13. Business Insurance is
sponsoring a workers compensa-
tion conference in Chicago offer-

ing strategies to minimize the im-
pact of workers compensation
risks on a company. Federal regu-
lation, the risk manager's role in
regulation matters, claims fraud,
pre-placement screening, Florida's
wage-lossexperiment, useofacap-
tive for workers compensation,
safety and loss prevention and
auditing and monitoring the self-
insured workers compensation
program are some o f the topics to
be discussed. Cost is $385 with a
10% discount for additional regis-
trants from the same company
who register at the same time. Con-
tact Crain Educational Division,
740 N. Rush St., Chicago, Ill. 60611;
312-649-5242.

JUNE 11-12. The Wharton School

o f the University of Pennsylvania
is sponsoring a seminaron the ana-
lytical approaches to managing a
political risk in foreign invest-
ments, the acquisition of political
risk intelligence and the corporate
strategies m the management of a
political risk. The seminar will be
repeated Sept. 24-25 in Washing-
ton. Cost is $495. Contact Regis-
trar, 14th Floor, Wharton RMFI
Seminar, 360 Lexington Ave., New
York, N.Y. 10017.

JUNE 13-14. How to reduce your
insurance costs by 10% for the
next three years is the name and
theme of a seminar sponsored by
RCI Communications Inc. and
Corporate Systems in Dallas. The
seminar will be repeated else-
where. Cost is $295 per person.
Contact RCI Communications
Inc., 10300 N. Central Expressway,
Suite 350, Dallas, Tex. 75231;
214-363-9656.
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LOOK FORTHISNEWSYMBOL
ON THE BIG BOARD.

Connecticut General takes its place on the New York
Stock Exchange. The symbol to lookfor is CGN.
Quotations will appear in NYSE-Composite Transaction
Tables in newspapers under the designation "ConnGn".

If you're not familiar with Connecticut General here
are a few facts you should know:

• Connecticut General is one of the largest and most
profitable insurance enterprises in the nation. Our
earnings have increased at a compound rate of about
15% over the past five years. Dividends have more than
doubled since 1974. For the last 25 years, the compound
dividend growth rate has been nearly 15% annually.

• Our" Living PlanningSM" concept is an added
dimension to our financial planning services. It helps
business owners and upper-income individuals to plan
realistically for their living needs as well as estate needs.

• Pension fund managers find our group pension
products especially attractive. Last year, Connecticut
General's pooled separate accounts reported the best
equity results and were among the best fixed income
results of our major insurance competitors.

• CG offers a wide range of group insurance products
and has pioneered the development of group dental
insurance - one of America's fastest growing employee
benefits. Today, CG·ranks fourth among all major
insurance carriers as a provider of this benefit.

• Our property and casualty division, Aetna Insurance
Company, observes its 160th birthday this·year while
ranking among the top 25 of approximately 3,000property
and casualty insurance companies nationally.

For·a copy of CG's latest'annual report write to:
Corporate Secretary, Connecticut General Insurance
Corporation, Hartford, Connecticut 06152.

COMING THROUGH
FOR YOU...THAT'S WHAT
CONNECTICUT GENERAL

PEOPLE DO

Connecticut General Insurance Corporation,
Hartford, Connecticut

Connecticut General Insurance Corporation consists of the following: Connecticut General Life Insurance Company;
Aetna Insurance Company; CG Investment Management Company; CG Equity Sales Company; CG Equity Ventures, Inc.; CG Medical Programs, Inc.; CG Trust Company;

Connecticut General Management Resources, Inc:; Congen Pmperties;Inc-, Congen Realty Advisory Company: Cravens, Dargan·& Company,-Pacific Coasti.and,Realconn,.Inc.
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To subscribe to Risk Management Reports fill out this
coupon.

Name

Title

Company

Street

City

0 $75 enclosed

Rtate 7ip

0 please bill me

Mail to: Risk Management Reports, c/o Business Insurance, 740 N. Rush

St., Chicago, 111. 60611

U.S. exports risk managemeni
to Europe, Third World: Repor

NEW YORK-When it comes to

ranking the most popular Ameri-
can exports of the 1970s, risk man-
agement will surely earn a place
near the top.

Though its definition and appli-
cation might vary from country to
country, the idea of risk manage-
ment a now widespread practice
in the U.S. is increasingly becom-
ing an important insurance tool
across Europe and in the Third
World countries.

"Academics, managers and in-
surance industry personnel else-
where in the world are examining
and adapting risk management to
their own needs and, in the pro-
cess, providing new leadership

and new directions," says Felix
Kloman, president, Risk Planning
Group, in the recently released edi-
tion of Risk Management Reports;
"Risk Management: New Perspec-
tives."

The report looks at risk manage-
ment practices in Great Britain,
France, the Netherlands, Switzer-
land, Scandinavia, South Africa
and Asia and concludes that risk

management practice might still
be in its infancy in many o f these
countries, but is rapidly growing in
popularity and importance.

American risk managers, the re-
port says, should provide leader-
ship in paving the way for accep-

HAN STAR:
SEEING IS BELIEVING.

HANSTAR is John Hancock's computerized group accident and healtr claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do foryou.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveress.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends (/ Mutual
to the full spectrum of fully insured, MPA and ASO.plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, CompanyVice Predident, at (617) 421-6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.

tance overseas of the practice and
also realize that there are often les-

sons to be learned from foreign
counterparts.

Among those overseas countries
exploring risk management, Great
Britain appears to be the one most
closely following the lead of the
U.S., the report says. Although
many of the professionals using it
consider it merely anotherterm for
insurance buying, several leading
individuals in the insurance field

are pushing to expand its applica-
tion.

In France, however, the idea of
risk management seems more pop-
ularlhan its practice.

The report quotes Jean-Paul De-
cottignies, who says: "Most French
companies are conceptually in-
terested in risk management, but
few actually intend to do anything
about it at this stage."

Because few educational insti-

tutions offer risk management
courses, focusing instead on
purely insurance-oriented mate-
rials, Mr. Decottignies said that
most risk managers are self-made
and very few even hold that title.

In the Netherlands, the future
seems bright for risk management,
but the present shows little sign
of activity. Risk management is
"hardly practiced" in Holland and
few universities offer courses in it,
says a consultant.

But Godert van Lawick, consul-
tant at Safeguard Risk Services of
the Netherlands, added that he
sees a changing attitude in the in-
dustry, encouraging the develop-
ment and practice o f risk manage-
ment.

Switzerland is singled out in the
report as the country where "per-
haps the most significant events
are taking place for the future de-
velopment of risk management."

Responsible for this in large part
is the International Assn. for the

Study of Insurance Economics,
created by 11 insurance companies
to convince economists and insur-

ance company executives of the
importance of risk management.
The report calls the association
"themostimportantresearch orga-
nization for risk management in
the world."

In Scandinavia, Sweden appears
to be taking the lead in risk man-
agement practices, encouraged by

insurance companies. Other coun-
tries in the region are also showing
an increased awareness of the

practice, particularly with refer-
ence to captive insurers.

Self-made risk managers appear
to be the rule in South Africa,
where the practice is growing in
popularity but has not as yet been
introduced into college classrooms
on a widespread basis.

In Asia and Australia, the con- '
cept of risk management is grow-
ing steadily, but shakily, with in-
surance companies taking some
blame for being behind other in-
dustries in recognizingits impor-
tance and uses.

Risk - Management Reports are
prepared by Risk Planning Group
Consultants of Darien, Conn., and
are published six times a year by
Business Insurance. •

Aetna expands
Aetna Life & Casualty and
Generali of Trieste, Italy, ex-
panded their international em-
ploye benefits facilities with the
signing of a cooperation agree-
ment with a British insurer, Medi-
cal & General Life Assurance Soci-
ety to represent the companies in
the United Kingdom.



The government would have no
financial responsibility underRep
Weiss's bill, except to guarantee
long term federal loans for plants
that could not meet their propor
tional share of the liability losses.

Rep. Weiss, in introducing his
bill, said it would "introduce a
measure of economic realism to

the nuclear industry."
The bill has been assigned to the

Interior Committee of Rep. Morris
Udall (D-Ariz.) who has publicly
promised a review of the Price
Anderson Act sometime in the

next few months. Rep. Udall has
promised that the bill, which has
30 co-sponsors, will get a hearing
before the summer is out, said Jim
Gottlieb, an aide to Rep. Weiss.

As opponents to repealo fthelaw
gear up to defend it, they concede
that their case has not been helped
by Pennsylvania's Three Mile Is
land accident.

"Obviously this bill has a better
chance of passing than ever be
fore," said Harvey Price, vp and
general counsel of the Atomic In
dustrial Forum (AIF). "At the very
least it will get a good look this
year."

But, the AIF, a trade association

Nuclear accident fuels liability limit fight
By STUART EMMRICH

WASHINGTON-The drive to

repeallimits on liability for nuclear
accidents is gaining new power in
the aftermath of the country's
worst nuclear accident.

Opponents and critics ofnuclear
energy have introduced bills in
Congress for years to remove the
$560 million limit on the amount o f
liability losses eaused by a cata-
strophic accident at one of the
nation's 73 nuclear plants.

Each year the bills usually were
assigned to some minor subcom-
mittee, attracting little notice and
rarely being heard of again.

But this is the year of Three Mile
Island and one of the legacies of
the country's worst commercial
nuclear accident has been to give

new life to efforts to repeal the
limits of the 22-year-old Price-
Anderson Act.

The latest to take up the cause is
Rep. Ted Weiss (D-N.Y.), who in-
troduced a bill in the House·earlier

this year that would not only allow
unlimited liability but would also
place a greater burden for paying
losses on the nuclear power plants.

The bill (HR 789) calls for insur-

ers to pay the first $160 million of
liability losses-the same provi-
sion as in the present Price-
Anderson Act. But that is where

the similarity between the two bills
end.

Instead of current law that re-

quires each of the nation's nuclear
plants to contribute $5 million to-
wardanyexcessliabilitypayments
above the $160 million-with the
government adding an extra $35
million to reach the $560 million
total-Rep. Weiss's bill would re-
quire the plants to share the total
costs of the losses. Individual

shares would be based on a plant's
previous safety record, operating
capacity, assets and other factors.

The bill also states that the plant
at which the accident occurred
would be liable for losses up to its
total assets.

New benefits company
Corroon & Black Corp. has formed
Corroon & Black Benefits Inc., a
new division with nationwide re

sponsibility for the firm's employe
benefit services. Included in the
new division will be the corpora
tion's life, accident, health and self
insurance operations, pension,
profit sharing, actuarial and con
sulting services. The new division
will be headquartered in Nashville,
Tenn.

for the nuclear industry, still con-
tends that the present Price-
Anderson Act should not be

amended or abolished by Con-
gress, said Mr. Price. "We don't
think it is necessarily a great stat-
ute, but it is a reasonable one when
you consider the alternatives," he
argued.

The present act is being com-
pared to "system oflaw which does
no: exist-that everyone gets com-
pensated for every injury," he con-
tinued.

Arguing that the present act
wculd be better than a tort system
that may or may not properly com-
pensate people injured or dis-
placed by a nuclear accident, he
pointed to the quick payments
given to the thousands of people
who fled the Three Mile Island area

to find shelter elsewhere during
the most potentially dangerous
time of the, accident.

"Under a different law, those
people would have had to wait.
That was one example where the
Price-Anderson was adistinctben-
efit," Mr. Price said.

Approximately $1.2 mition was
paid outto more than 10,000 people
who left their homes for up to :wo
weeks because of fears of possible
radiation from the plan;. The on-
the-spot payments for temporary
shelter by the American Nuclear
Insurers has been cited by several
of the insurance companies in the
140-member pool as a potentially
important factor in deflecting po-
tential suits against the owners of
the plant, Metropolitan Edison.

"Could you imagine how angry
those people would have been if

they had not only been forced to
leave their homes, but were given a
hard time about collecting these
payments as well?" one insurance
company official speculated.

The prompt payments appar-
ently had no effect on some people
though. AL last count six class ac-
tion suits, each asking for the max-
:mum $560 million, have been filed
against Metropolitan Edison and
its parent company, General Pub-
lie Utilities; the plant's designer,
Babcock & Wilcox Co. and its par-
ent company, J. RayM(Dermott&
Co., and an Air Products & Chemi-
cals Inc. subsidiary that did some
maintenance on the plant's techni-
cal system.

Some insurance company mem-
bers of the American Nuclear In-

surers po )1 'have publicly stated

what their maximum losses could

be in the incident: Travelers plac-
ing it at $11.5 million and Crum &
Forster estimating its maximum li-
ability at $1.5 million. But spokes-
men for ANI doubt that losses will

go that high because no lives ap-
pear to have been lost and little ra-
diation has been found in the sur-

rounding area, they say.
In addition, all but $58 million of

the $160 million covered by the
pool is reinsured: 46% with foreign
markets, such as Lloyd's, and an-
other 12% with Mutual Atomic En-

ergy Liability.Underwriters, ac-
cording to an ANI spokesman.

Even the $58 million would be
paid out ofa built-up reserveof$75
million accumulated by the ANI,

meaning that no members of the
pool may have to pay the liability
losses, the spokesman said. •

Can risk projection helpyou
cut your corporate insurance costs ?

YourJames Account Executive
will find out for you-fast.

If your losses are reasonably
predictable, you can determine the
most effective ways of dealing with
them.

James' Bottom Line Approach,
developed by the innovator of
computerized risk projection, does
precisely that. James specialists are
equipped and qualified to determine
the most probable loss expectancy,
and to design the least-expensive
risk management method for any
type of corporate operation.

The James specialist team can
tell you if an in-depth feasibility

. 1

study makes sense for an operation
of your type and size.

To take advantage of this
no-obligation offer, contact your
nearest James Account Executive.
Or write Reynolds Blossom,
Communications Department, Fred.
S. James&Co., Inc.,230 W. Monroe
Street, Chicago, Illinois 60606.

James
FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858

Insurance and Risk Management Services
Through More Than 100 Offices Around The World
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ERISA overhaul...
Continued from page 1
Benefit Guaranty Corp.

Tax credits, stretching out over a
five-year period, would be given to
businesses with less than 100 em-
ployes and whose annual profits
are less than $50,000 as a reward for
starting new qualified pension
plans. The credit would equal 5%
of the deduction allowed for' the

first year, 3% for each of the next
two years and 1% forthe fourthand
fifth years.

The. Williams-Javits bill also

would permit employes to deduct
10% of annual income, or Sl,000,
whichever is less, from their taxes
for pension plan contributions.
Several other bills pending in Con-
gress also call for employe tax de-
ductions for their contributions to

their pension plans.
The legislation calls for manda-

tory joint and survivor's benefits.

Under this provision, a surviving
spouse would be entitled to the
deceased's vested pension.

Reporting cut back

In an effort to reduce employers'

paperwork burdens, the bill pro-
poses to eliminate mandatory dis-
semination of summary annual re-
ports to all employes. However,
employes still could request a
COPY.

The committee's move to elimi-

nate the summary :annual report

came under sharp attack from the
Pension Rights Center, a group
that lobbies on behalf of plan par-
ticipants. "We find the idea of

eliminating the summary annual
report to be disgraceful," said Jay
Tower, a staff attorney at the cen-

ter. "Participants need all the in-
formation they can get."

But Mr. Tower welcomed the

provision . calling for a single
agency to administer ERISA. "If
you bring everything under one
house... you have the means of
ensuring that there will be a single
retirement policy for the nation as
a whole," he said.

But the Chamber of Commerce

warned that creating a new federal
pension agency could further slow
the issuing of final ERISA regula-
tions. "All the cocperation (be-
tween the Labor Department and
IRS} that has taken five years to
develop would go .out the win-
dow." said Mike Romig, director of
employe benefits at the Chamber
of Commerce,

Mr. Romig also voiced concern
about mandatory joint and sur-
vivor's benefits, noting that this
provision could boost employers'
pension costs by 10% and thatsuch
benefits already are Mready pro-
vided by group life insurance.

Providing tax credits for small
employers who establish new pen-

Solidarity

Stability
Integrity

sion plans would not be fair to em-
ployers who already maintain
plans, observed George Pantos,
counsel for ERIC, a benefits lobby-
ing group representing large cor-
porations.

"Onerous" provision

He also criticized the Kennedy-
Cranston amendment freeing the
states to pass comprehensive
health care benefits laws. It's an

"onerous" provision that will have
a detrimental effect on employers
with multistate operations who
want to provide a uniform system
of benefits, he charged.

Jerry Oppenheimer, who also
represents ERIC, testifiedat acon-
gressional hearing last year that
employers who eliminate benefits
to pay for a state-required benefit
may find themselves outofcompli-
ance in another state that requires
the dropped benefit.

But Mr. Tower of the Pension

Rights Center said the states

Principles That Endure Throughout The Years
Certain timeless principles stand 

untouched by economic and social / ,
change. Solidarity, stability, and integrity  d

are three such principles on which we t .
have built our future in the field of Excess ..Aland Surplus Lines insurance.

With the knowledge that a successful
business must be firmly committed to
unchanging ethics, we will continue to
dedicate our insurance services efforts to

business pract ces and standards of the
highest quality.

Associated international Insurance Company
Member Stewart Wrightson Insurance Group, London

Excess • Special Risk • Surplus Lines • Liability and Property

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

Cosmos Management Services Co., an Illinois corporation

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

Business accepted through specifically qualified surplus line brokers

shouldn't be prevented from pass-
ing legislation if they want to pro-
tect their citizens by requiring cer-
tain benefits.

The Williams-Javits bill now
moves to the Senate Finance Com-

mittee, which also has jurisdiction
over pension legislation. Hearings
have not been set yet. •

DOL quiets

'lost' reports

controversy
WASHINGTON-A controversy

that pitted an enraged pension
community against the Labor De-
partment is resolved-but not for-
gotten.

The controversy was touched o ff
when the Labor Department sent
out delinquency notices to thou-
sands of pension plan sponsors
and administrators around the

country contending that the plans
never filed annual reports in 1975,
1976 or in both years.

The Labor Department asked
the plan sponsors to explain why
the reports were not filed, submit
the missing reports, or submit a
duplicate, with an original signa-
ture, if the forms had been filed.

Pension plan sponsors were fupi-
ous at the request. They contended
that they had filed all the reports
and if the reports were missing it
was because the Labor Depart-
ment had lost them.

Pension plan administrators
were especially outraged at the La-
bor Department's insistence that
the duplicates of the annual re-
ports be submitted with an original
signature.

"I wouldn't have minded so

much ifthey onlywanted photoco-
pies, but the request for an original
signature really burned me," said
John Reid, vp ofConnecticut Pen-
sion Services Inc. in Waterbury,
Conn. "That meant you had to
write a cover letter, follow it up and
make sure you got it back. . .the
request was utterly asinine. . .as if
the Labor Department had time to
verify whether the signatures were
valid," Mr. Reid said.

After being bombarded with
thousands of letters from plan
sponsors and service providers,
the Labor Department backed off
from its original request. Under re-
vised procedures, service pro-
-viders now only have to return the
delinquency notices in a group to
the Labor Department explaining
that all the requested documents
were filed properly. Service pro-
viders will not have to enclose co-

pies 6f annual reports that were
filed, nor willindividual plan spon-
sors have to sign the delinquency
notices.

A Labor Department spokeswo-
man said there is probably blame
on all sides for the snafu, but the
crux of the problem is that many
errors were made in recording the
identification number of the pen-
sion plans. The spokeswoman de-
nied that any forms were lost by
the Labor Department.

The revised filing procedures
"makes life easier" but it doesn't

dissolve the fact "that these people
(Labor Department staffers) don't
know what they are doing," said
Mr. Reid.

Consultant acquired
Herget & Co. Inc., a national actu-
arial and consulting firm, has ac-
quired the Denver actuarial firm of
Eric P. Larson, ASA, Inc. The
Herget organization offers a full
range of employe benefit services
on retirement plans, health and
welfare plans, executive compen-
sation and employe communica-
tion services.



We write ocean marine coverage for com-
panies like yours. Cargo. Hulls. R and·I.
And marine liabilities like charterers. 7Erminal

operators. Landing owners. Ship repairers.
And stevedores.

As a full-line ocean marine insurer,
we write both, primary and.excess insurance.

And all in all, we're writing three
times more of this business than we were

in 1971. Over $44 million in premiums
in 1978 alone. All for one good reason:

Our service.

We keep improving on it at The St.
Paul. Moving with. atl due speed on coverage We kefp
and claims. Solving unique coverage prob-
lems. Paying bills. Doing it atl through mce
full-seivice regional offices in New York,
Chicago, Houston and San Francisco. And better. 0mghulwe have 40 other service centers across

the country. .
Find out how we can help you. See Properly&Liability,

Insurance
the Yellow Pages for the Independent
Insurance Agent representing The St. Paul.
And call.
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Insurers, FAA pool ...
Continued from page 1 settlementsthisearlyinthegame."
laws that govern indemnification FAA traffic control procedures
by the federal government, the came under fire after the crash, but
source said. "It can be different the NationalTransportation Safety
with the government involved Board recently concluded that pi-
than it is when there are only pri- lot error resulted in the mid-air col-

vate litigants." lision o f the 727 jetliner and a light
Establishing a fund to pay claims Cessna 172 aircraft. The PSA flight

is one o f the more commonly used was making its final approach to
methods of handling a disaster, he San Diego's Lindbergh Airport at
said. Other methods used include the time.

establishing shares for each defen-
dant to pay when each claim is set- Claims settled
tled. Under another method, one
defendant settles all claims and Most of those killed were young
then collects from the other defen- businessmen commuting between
dants. various California cities, which has

This isn't the first time the FAA led to speculation that the total
has been involved in such arrange- claims payouts could surpass the
ments, nor is it an acknowledge- Tenerife disaster, where most of
ment of liability in the case, Mr. the victims were elderly. Tenerife
Onstad said. He added, however, claims totaled $60 million to $70
"this is the first time the federal million with some still unsettled.

government has been a party to There have been conflicting re-

ports as to the number of claims
settled so far in the PSA crash. Ro-

bert Kern, attorney for the airline,
said more than 100 claims have

been settled, but plaintiffs attor-
ney Mr. Sterns, among others close
to the case, said the number is
probably only half that.

Mr. Kern said the claims settle-

ment process is mdving along
swiftly, although he refused to say
how much the airline has paid out
so far. He added it was. too prema-
ture to speculate how much the di-
saster will ultimately cost the air.
line in settlements, but mentioned
he does not think the amount will

surpass the total from the Tenerife
incident.

Mr. Sterns said none of the cli-

ents represented by his firm have
settled with the air carrier, al-

though several have been involved
in negotiations "that have proved
unsuccessful."

Trial dates have been set for No-

vember and next January in state
and federal courts in California on

the liability question.
PSA has approximately $150

million in liability insurance cover-
age, 95% o fwhich was placed in the
London market with the balance
underwritten by American Home
Assurance Co., a member of AIG.
The coverage was brokered by
Marsh & MeLennan and Alexan-
der Howden in London.

Hull loss paid

About a day after the crash, the
airline collected a $7.5 million
claim on the hull of the aircraft

from South East Aviation Under-
writers, the underwriting manager
of the account.

Hull and liability coverage for
the Gibbs Flying Service, owner o f
the tight aircraft, was brokered by
Omar A. Walker Co., a San Diego,
subsidiary o f Johnson & Higgins.
Southern Marine & Aviation Un-

derwriters were underwriting
managers for the Gibbs Flying Ser-
vice account. •

We're the Robert Hooke of
packaged insurance If
anybody can connect t
all your protection
needs witha
single flexible
policy its us.
Continental invented thefirst . . 6: I ==:7...'.... I
Comprehensive Business Pol-
icy (CBP) in 1963. And we'ue -4'. I ,

been improving it ever since.
Il In one admirably flexible
multi-peril package, you can 4
get every kind of property and
liability protection that the
auerage business needs (ex- a>A-
cept for workers' compensa-
tion which must be written

separately). You can also get , The universal joint,·invented by
many kinds of specialized » Robert Hooke in1676, in london.protection that your business
might need. Such as inland
marine.Ani boilerand mach-

inery with its exacting inspec-
tion service requirements. El
CBP is highly cost-emcient So your multiple couerages are
less expensive in ourpackage than they would be (fyou tried
to buy them separately. 0 Continental is uniquely qual{fied
to create a protection package-for any business. C First, we
have more experience writing·this kind of policy than any
other company. 0 Second, we handle so many kinds of in-
surance, and write so much ofeach, that we'ue become expert
in every phase. (Including accident and health, bad debt
insurance, and even surety andfidelity bonds.) CThird. more
than 10.000 independent agents and countless brokers
woric with our 36 Continental branch otrices, each of which
handlestheunderwriting,pricingandclaimsserviceforitsown
area. 0 Finally, we're a multi-national company, completely
familiar with international insurance and its multitudeof reg_
ulations. And capable of protecting your business interests
anywhere in the world. E]Packagedinsurance can improve risk

management etficiency-for most businesses.
Find out {T yours is one of them. Send for our

highly informative free 32-page booklet. Today.

im =mi The Continental Insurance Companies
subsidiaries of The Continental Corporation

Inventors of the Comprehensive Business Pblicy

GET THIS FREE 32-PAGE BOOKLET:
"WHATYOUSHOULD
KNOW ABOUT . ,hZaboi 

MADE
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BUSINESS INSURANCE INSACURUAVECE
PACKAGES.'

Please'send me your free booklet on business
insurance packages.
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Mail to Sorporate Communications, Dept 101
The Continental Insurance Companies
80 Maiden Lane. New 'ibrk. N.Y 10038

Crashes tip
airline into

bankruptcy
By ELLIS SIMON

NEW YORK-The fatal crash of

a New York Airways helicopter
last month at Newark Airport, the
airline's second such incident in

less than two years, has forced the
company to file for bankruptcy.

Three persons were killed in the
Newark crash and five were killed

in an accident in May 1977 atop the
Pan Am building in midtown Man-
hattan. Identical craft, Sikorsky
S-6ls, were involved in both disas-

ters and metal fatigue o f the rotor
blades caused both crashes.

New York Airways filed a $30
million product liability suit
against Sikorsky following the Pan
Am incident and a $35 million ac-
tion after the Newark crash.

The airline has suspended opera-
tions following the Newark crash
until it gets four new French-built
Puma helicopters to replace the re-
maining Sikorsky's, a spokesman
said. Delivery of the Pumas is not
expected until the fall and the air-
line does not have sufficient cash
reserves to carry its 180-person
staff until then, he explained.

Although service could have
been resumed after the Newark
crash with the two remaining Si-
korsky craft, the Federal Aviation
Administration issued a ruling
calling upon S-61 owners to per-
form ultrasonic testing for metal
fatigue after every six hours flying
time on all rotor blades with more

than 1,200 hours use. New York
Airways would not have been able
to provide service and still allow
time for the testing, the spokesman
said.

Although New York Airways has
a history of financial hard times,
traffic dropped off following the
incident atop the Pan Am building.
Traffic had picked up, however,
just prior to the Newark crash be-
cause of increased air travel and

the number o f passengers seeking
rapid transfers between New
York's three airports.

The two suits against Sikorsky
are among New York Airway's
main potential assets to be consid-
ered in its reorganization under
Chapter XI of the Federal Bank-
ruptcy Act since the airline's credi-
tors would get first crack at any
recovery. The airline's suits

against Sikorsky primarily seek re-
covery for business lost as a result
ofthecrashes, the spokesman said.

The airline's liability for deaths
and injuries resulting from the in-
cidents was covered by its insur-
ance, written in the London mar-
ket. .

Calif. company
buys export cover

PALO ALTO, Calif.-Varian As-
sociates Inc. here has signed a mas-
ter comprehensive policy with the
Foreign Credit Insurance Assn.
(FCIA) to protect some $10 million
in export sales ofradiation therapy
and scanning equipment.

The policy will be used primarily
by the company to assist in mar-
keting its lines of medical equip-
ment in Latin America to private
buyers and government institu-
tions.

In cooperation with the Export-
Import Bank of the United States,
FCIA provides export credit insur-
ance against payment default by
foreign buyers for commercial
or political reasons. Currently,
FCIA's member companies in-
clude some 50 of the nation's lead-

ing marine, property and casualty
insurance companies. .



How ypeople areyoupaying
togatherdust?

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

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

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

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

So if you happen to be involved in workers' compensation,
long term disability, or other programs involvin*disability cover-

ages, our services could saveyou a lot of money mr complete
details, just write: Crawford Rehabilitation Services, Inc., RO.Box
5047, Atlanta, Ga. 30302. Crawford Rehabilitation Services, Inc.
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Computer lease risk...
Continued from page l
leases, but is equally tight-lipped
abouttellingforwhomandforhow
much.

IMG's Russ McClennan would

say only that his New York-based
company is "not really o ffering the
policy on a broad basis. The capac-
ity isn't available to do that."

The market's tightness reflects
the bad experience of Lloyd's,
which has a reputation of taking
risks no one else wants. Lloyd's
was severely burned after it began
offering these policies in 1973.

The policies were offeredto com-
puter leasing companies to' protect
them against losses in revenues
caused by dramatic changes in
technology that could have ren-
dered their systems obsolete in a
few years. They were designed to
protect the leasing companies
against customers deciding to

break seven-year leases before the
term expired. Leasees could break
the contract mid-term, leaving the
leasing company with an out-of-
date computer and up to three
years of lost revenues.

Policy terms

In a policy first designed by
specialist broker Peter Nottage,
Lloyd's guaranteed repayment of
theoriginalloanusedtobuyacom-
puter, taking as security a claim on
the residual value of the computer
itself, which originally cost about
$5 million.

The policies were understand-
ably popular, bringing in an esti-
mated $75 million in premium in-
come from about 20 U.S. leasing
firms, among them Itel Corp.,
Bank of America and Federal

Leasing Inc.

.1

But as Lloyd's Murray Lawrence
says, "We made a lot of mistakes."
Lloyd's failed to accurate_y gauge
the speed with which new technol-
ogy could develop new computer
systems that would do more work
for less money than the old ones. It
also overestimated the residual

value it could hope to recoup from
computer systems it got stuck
with.

Mr. Lawrence, who said Lloyd's
total exposure on the computer
leasing policies was about $1 bib
lion, heads a committee of under-
writers supervising the leasing
claims. His committee has en-

gaged First National Bank of Bos-
ton to "mitigate the losses" by try-
ing to remarket the computers as
they come off the lease.

Officials at the bank have re-

fused to talk about their involve-

ment with Lloyd's or the possible
success of this tactic.

Although the estimated loss on
the computer leasing blunder is al-
most twice that suffered because

of Hurricane Betsy, the previous
record for Lloyd's, Mr. Lawrence

said he didn't expect any of the
participating syndicates to suffer
such serious losses they might be
threatened with bankruptcy.

Other Lloyd's officials have
pointed out that claims will be paid
out over several years, because of
the variations in contracts,

whereas losses from Betsy hit the
markets within the same year.

In addition, one official said,
Lloyd's total premium income '

runs about $4 billion a year, which
will help offset any losses caused
by the leasing claims.

700 systems
Actually, most Lloyd's officials

believe it might be years before the
full impact ofthe leasing claims is
known, because the first of the
claims are just now coming in.

"Whatever the outcome, we
know that this will produce a large
loss. The actual extent of the loss

THEYSHOOTTHE
TOUGHEST
UESTONS
ATUS

And we try to field them all. In recent
years, nearly every producer has had
increased contact with the excess/surplus
lines market. As business has multiplied,
so have the problems. Fortunately, the E&S
market place has risen to the occasion.
Expanded E&S facilities have helped
answer questions and solve problems in
areas of covdrage, price, capacity and
general availability.

Today there are over 250 companies and
managing agents operating in the special
risk field handling coverages in well over
280 categories. Each one of these facilities
offers something. They do not necessarily
overlap or solve the same kinds of prob-

AVRCO

lems. So you can understand why we
spend a great dea. of time answering
questions-helping producers find the right
way to successfully resolve the questions.

Experience is a great teacher. AVRECO
provides coverage for more than 100 of
"Fortune's 500" companies, the largest in-
dustrial operations in the country. We also
serve smaller commercial operations so
important to the local independent agent.

At AVRECO, we have a winner's in-
stincts in our area of expertise. We look
each problem straight in the eye. We are
confident we can serve you and your
clients. Next time a tough question needs
answering-ask us.

SEND FOR YOUR COPY 
Our interesting, easy-to-read
"Fact Book" will give you a
better understanding of the
special risk field and the 1
services we offer.

PROFESSIONALS IN SPECIAL RISK MARKETING

200 West Monroe Street ' Chicago, Ill. 60606
312/663-1500 ' Telex 02-53553 · Cable AVRECO

we won't know for some time,"
says a Lloyd's spokesman. In all,
Lloyd's insured lease contracts on
about 700 multimillion dollar

computer systems, any number of
which could end up canceled be-
fore the seven-year term is up.

What happens with those con-
tracts, and how Lloyd's finally set-
tles the claims, is bound to have a
long term impact on the increas-
ingly important computer field.

Surprisingly, Mr. Lawrence says
that Lloyd's might some day get
back into the insuring of these
leases, albeit with a bit more eau-
tion.

"I hope we will learn something
from what went wrong and then
maybe get back into it in some
fashion. We will have to be a little
more prudent in the way we as-
sume risks and what premiums we
charge. I imagine this will change
the way we do business to some
extent, even outside the area of
computers," he said.

Whatever the lessons learned by
Lloyd's, the underwriting mis-
takes are bound to be analyzed by
U.S. underwriters considering en-
tering the market.

Bermuda interested

Among the major underwriters,
AIG and INA have been men-
tioned most often by people in the
industry as firms that are consider-
ing or have considered offering
policies similar to those written by
Lloyd's. Neither apparently is ac-
tively offering them right ·now,
however, and one AIG official
scoffed at the policy as being
"white elephant insurance."

The policy's premium potential
has attracted some interest in Ber-

muda, according to several knowl-
edgeable underwriters, although
nothing concrete has been decided
or underwritten there yet.

One smaller U.S. firm, Cover All
Underwriters of Miami, was for a
time offering a computer leasing
policy similar to that of Lloyd's,
but"we never had a call on it," said
an official there. Since then, the
company has seen Lloyd's experi-
ence and has pulled out

"We just don't think it is that
wise a thing to get into. The most
you can expect is that these sys-
tems would be up-to-date forabout
five years. So of course people
would be pulling out of contracts
before their time was up. Lloyd's
should have realized that," the offi-
cial said. .

Record losses

drive county
to new plans

MINEOLA, N.Y.-Nassau Coun-
ty plans to initiate a medical mal-
practice loss control program after
suffering a record $1 million in
malpractice award losses during
1978, says insurance manager
Douglas MacLeod.

Specifications for the program
are still being developed by Mr.
MacLeod, who said that much of
the problem centers around record
keeping. The county medical cen-
ter at East Meadow already has an
active safety committee.

Bids for the program will proba-
bly be sought in about a month
from various brokers and consul-
tants, Mr. MacLeod said. It's hoped
the program can be implemented
by next January.

Nassau County, which is self-
insured for malpractice, was
named in 68 suits during 1978,
compared with 45 begun in 1977
and 32 started in 1976. Nine suits
went to trial last year and three of
these were settled before comple-
tion of the trial. Of the other six
cases, five were won by the county.

The largest settlement last year
was for $650,000. .



When summer comes,
where do all the smart
agents and brokers go?

When summer comes, where do all
the smart agents and brokers go?

On Monday, August 6,1979 you can
make the rounds of this country's
leading commercial insurance agents
and brokers . . in Business Insurance's

8th Annual Agent/ Broker Profiles
issue.

The most important audience in the
insurance marketplace will be reading
this issue from cover to cover...

51,000* corporate insurance buyers in
more than 17,000 leading U. S. corp-.
orations, plus nearly 32,000* agents and
brokers, plus thousands of insurance
industry executives.

Our editors have goneallout to make
this issue a valuable, easy-to-use source
of agent/broker information - size,
scope of operation, numberof employes,
income, premium volume and special
services.

It's an exclusive opportunity to tell
your story to this influential business
insurance audience.

It's a summer event well worth

catching.

Ad reservations close July 24.
Call Don Walsh, Advertising Sales

Director, at (212) 986-5050 or contact
a sales representative at one of the
offices listed.

*includes pass-along readers; details upon request.
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Los Angeles:

6404 Wilshire Blvd., CA 90048. (213) 651-3710
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REINSURANCE RISK MANAGEMENT POSITIONS

classified advertising Risk Mgr, Fortune 100, NJ 6OM

UNDERWRITERS Risk Mgr, New Staff Pos, Mid Fla. adopts
Atlantic 25 to 3OM

Casualty/Property Asst Risk Mgr Cas & Property to 3OM

Our company, an acknowledged Loss Prev Eng, Fire, Boiler, Continued fmm page l
HPR, PA 25 33Mleader in the reinsurarce field. seeks Rep Bill Sadowski, chairman o

RATES AND CLOSING TIME: $3 00 per hne,minimum charge$15.00.Cashwith marketing oriented individuals with Cert Safety Prof, NYC, NJ,
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NYC, CT, NJ, & Mid West 18.25M cept as a solution to the inordinaforwarded daily Closing deadline. Copy in written jbrm in Chicago have proven track records as under
Corp Bfts Mgr, Grp Ins Pens to 35M

office not later than noon, Fnday, 10 days preceding pubHcatton date. writers, excellent conceptual, analy tely high cost of permanent partiatical and interpersonal skills and the JOHN HUlTNER 212-732-3110
PublishedevervotherMonday.Display classlfted takescardrateof#3650 desire and ability to assume res disabilities in the state, only on,

david i. hollinger associatesponsibilittes rapidly insurer of five contacted by Bustper column inch, and card discounts on slze and frequency. Mail ads to 150 Broadway, New York NY 10038
Reply ness Insurance says it now plans tcBusiness Insurance, elassifed advertising dept., 740 N. Rush St.,Chicago. Box 248, BUSINESS INSURANCE

740 Rush St Chicage, 111. 60611 expand its underwriting hereIllinots 60611. 312/649-5340 or 312/649-5239
Aetna Life & Casualty, the thirc

largest writer of workers compenHELP WANTED
ATTN: ACCOUNT EXECUTIVES

INSURANCE sation Insurance in Florida in 1977
INSURANCE PERSONNEL Due to growth and promotions we plans to write more business hen

National Ins Recruiting Agcy seeking top INSURANCE are seeking several experienced
talent for Client Co's in many disciplines ADMINISTRATOR Account Executives for our South because of the new law "But wf
Specialists in Underwriting Claims Sales west region can't say how much yet," said :
& Financial Accounting Apply by resume PROFESSIONALS GATX CORPORATION has a

NEW ORLEANS spokeswoman at the companyor contaet advising income & location challenging position availablereq Properly and Casualty underwrit Otherwise, four other major in
PENN-HILL (agcy) (Phone 609-665-3980) Southeast Risk Management and for an Insurance Administrator in ing experience (5 years minimum)

surers ofworkers compensation irits Corporate insurance depart- with emphasis on new business5434 King Ave . Pennsauken, NJ 08109 Consulting firm seeks an Insur-
ment production Experience with direct Florida praised the reform effort

writer or large broker as producerBUSINESS OPPORTUNITIES ance Professional with strong but wouldn't commit themselve:Qualified candidates will have is desirable
Casualty background to service to expanding their underwl·itinECASSETTES FOR CLAIM ADJUSTERS previous experience in risk man NEW ORLEANSpresent clientele and develop new here Nor would they concede thcSend $1.00 for a C.60 Cassette Sample, agement or related insurance Marine Production experience (5

Labeled, Boxed, Wrapped & Guaranteed ones In and around Charlotte, background. Responsibilities will years minimum) handling Hull, 15% rate reduction from curren
Details on Free Tape Eraser (ERAS-URE) North Carolina Mandatory require- P&! and Cargo insurance for ac
Sent With Sample-Write Best Cassettes include policy and contract re- levels is warranted

counts involving tugs. barges,522 E 162 St South Holland, It, 60473 ments include a minimum of eight view and analysts; allocation of crew boats, supply boats and work "For the short term, the new lawPhone 312/333-3800 for Instant Info
years experience m the business premium, and loss adiustment boats will have no effect on our under
and commercial Casualty field, We offer an excellert salary and DALLAS writing stance there," said Car
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sales experience Position requires professional growth For cons,de year or more of agency experience Wassau "Its ramifications aren'i
unquestioned integrity and an in- ration, send resume including desirable, large account experience

preferabler Professional Risk Management Tools 7 fully known yet," he saidsalary history in confidence to.
1 Automated information systems for controlling 1 ventive mind. Combination salary For prompt confidential conside·a "It's a good compensation mea

tion, send your resume or letter
and administering cost of risk and bonus, excellent benefits Re- John Coit

to sure," said a spokesman at The
sumes in confidence to Glen E GATX CORPORATION John Gilbert Travelers Insurance Cos, "bul> cormlrate 2 Pehl, President, Industrial Insur- some ofthe measures need furthei120 S. Riverside Plaza Regional Personnel Manager
ance Management Corporation,
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Carolina 28218 Dallas, TX 75201 writing " He declined to identlf>
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an equal opportunity what measures are under study

Fire employer M/F but Rep Sadowski said the cap on
profits "is driving insurers up the

Protection wall "

INSURANCE CLAIM Engineer
SUPERVISOR RISK Insurers respond

Portland, Oregon A spokesman at The Hartford In
Individual with minimum of five

We are a rapidly expanding Fortune 500 manufacturing or years experience with an electnc MANAGER surance Group wouldn't address
ganization with an immediate need on our headquarters staff utility. consulting o garization/in the impact ofthe new law, explain-

surance broker or Ins-trance carrier (ASSISTANT COUNTYfor an experienced insurance professional ing corporate officials neededwith ability to supervise. perform, ADMINISTRATIVE OFFICER)
or assist in inspection/audit of fire more time to study itThe person joining us will assume responsibility for investigat- protection programs at nuclear and $21,820 to $27,186 "We don't know what the rate reing and maintaining control of workers compensation and or

operating or under construction
coal-fired power plants either

product liability claims per annum duction will do," he noted, adding
Will be involved in negotiating tech "we oppose legislated rate reducSuccessful candidates will have a minimum of five years ex nical specification/Elant design EDUCATION: Graduation from a

tions in principlechanges with Insuranze companies recognized college with a degreeperience in handling workers compensation claims and be and regulatory agencies relative to in public or business adm intstra- Liberty Mutual Insurance Cothoroughly familiar with multi state programs Knowledge ot fire protection systems maintenance tion or a related field. the state's leading carrier with arand procedures Duties will be exproduct hability claim handling is a definite plus
panded into all loss prevertion act, EXPERIENCE: Three years of pro- estimated $44 million in workers

We offer an excellent compensation package and fine promo- vities Must be qualified for member gresively responsible experience in compensation premiums m Flor
tional potential for the individual with the desire and ability grade m the Society cf Fire Protec the management, investigation and

tion Engineers Boiler Machinery ida this year, claims to have neveito succeed adustment of insurance claims,ticket would be desirable
including but not limited to work- restricted its underwriting thereRequires excellent communication

Interested candidates should send their resume - in complete Skills and ability to deal with all ers' compensation, general habit- "But with the growth of the resid
i levels of staff and management per tty, vehicular bodily injury andconfidence to ual market there, others must havesonnel This position will report di property damage Applicants
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tractive salary pack:ge including Purkis

740 Rush St. Chicago, lil. 60611 iarity with appropriate California
comprehensive benefits and growth Statutes and have demonstrated The changes in the new lawEqual Opportunity Employer opportunity will be offered to the

experience in communicating ef-successful candidate "make for a better law," he said,
fectively with high level manage-

Please submit resume to the
ment personnel and insurance "not only in cost but in getting
company representatives money to the right people We're

not sure the pricing mechanism 1.FINAL FILING DATE
RISK & EMPLOYEE BENEFITS BROKERAGE JUNE 29, 1979 correct That's difficult to know

Employment Office
County Administrative CenterCAREERS Portland General Electric Company

4080 Lemon St. Room 109 "0'Keefe international
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-age-loss concept...
But the law won't change our posi-
tion in Florida."

The National Council on Com-

pensation Insurance predicted the

new law will cut costs by 9.7%. Leg-
islators increased the mandated

rate reduction to 15% based on the

added impact of "intangibles."
Everyone admits that in some re-

spects the new law will increase
costs. The maximum weekly bene-
fit is increased to 100% of the

state's average weekly wage ($196)
from the current 66 2/3%. Tempo-
rary total and temporary partial
disability benefits are raised to 66
2/3% of a worker's average weekly
wage from the current 60%, as is
the maximum for death benefits.

Still, the hoped-for success ofthe
new law's wage-loss concept in
handling permanent partialdisabi-
lities is supposed to control the
cost of a segment ofworkers com-
pensation that accounted for only
3% o fthe claims but halfo fthe ben-

efit costs in 1977.

Major departure
The designation of total disabil-

ity is also abolished under the law
except in extreme cases and all in-
jured workers are expected to go
back to work and be compensated
for wage-loss.

"It's a mgjor departure from the
rest of the country," observes Ro-
bert B. Collyer, executive assistant
at Washington, D.C.-based UBA, a
lobbying group.

"This law is landmark legislation
not only for Florida but for the rest
ofthe country," said Governor Bob
Graham. "With the enactment of

this legislation, Florida becomes
the first state in the country to at-

tempt a full-fledged wage-loss ap-
proach to compensating injured
workers."

Michigan bases a portion of its
permanent disability system on a

wage-loss program and Pennsylva-
nia uses it for an even more signifi-

cant portion o f its system, observes
attorney John Lewis of Coconut
Grove Fla., who has campaigned
for the new system in Florida."But
in scope and purity, Florida is a
real front-runner," he says.

Even so, Florida's version is not

the ultimate in wage-loss laws,
noted Mr. Lewis, because it allows
for impairment benefits to be paid
to workers with three partial dis-
abilities: amputation, lossof80%of
vision and severe disfigurement of
the head or face.

In addition, under a pure wage-
loss system the entire difference
between a worker's pre-injury and
post-injury earnings is paid to the
injured worker. Florida will deter-
mine if a worker is working at full
potential and sets a 15% threshold

of wage-loss to provide some in-
centive for an injured worker to go
back to work.

Wage-loss benefits stop being
paid 350 weeks (525 weeks forinju-
ries occuring after July 1,1980), age

65 or after two years without at
least three consecutive months in

which the employe lost more than
15% of pre-injury earnings, which-
ever is sooner.

More interested

Already other states are eyeing
the wage-loss system. A state sena-
tor in Oregon has incorporated the
concept into a bill he's pushing in
Committee to overhaul that state's

system. Reform advocates in
troubled Illinois are also talking to
people in Florida about how wage-
loss could be adopted in their
Northern, industrial state.

"It bothers me to see states

jumping in before they see how
Florida makes it work," says Mr.
Collyer of UBA. "We won't know
how it works for two or three

years," he suggested.
Next to the wage-loss system,

Florida is pinning a lot of hope on a
new and expanded administration
system to cut costs. "The agency
has been given all the guns it
needs," saysMr. Lewis, including a
50% increase in staff to see that

timely benefits at the proper
amount are paid.

Not everyone, however, is satis-
fied with the new law. Senator

David McClain, one of four sena-
tors who voted against the bill, op-
posed the bill because he consid-
ered it unconstitutional regarding

impairment benefits.
Ifa worker loses a limb, he or she

is awarded an impairment benefit,
but if the limb is rendered useless

by an accident there is no impair-
mant paid. That, says the senator,
"is patently unconstitutional."

But"something had to be done,"
Mr. McClain admits. "If I had been

the deciding vote, I probably

would have voted for it," he said.

Even the governor asked for
changes in the law when he signed

it on May 10, including some
housekeeping amendments but
some substantive, such as re-

storing more impairment benefits
to the law.

Unusual alliance

The elimination of impairment
benefits was strongly urged by As-
sociated Industries of Florida, the
state's mE,jor employer group. By
promising to support increases in
benefit levels, Associated Indus-
tries convinced the state AFL-CIO

leaders to agree to give up most
impairment benefits.

Because the agreement was
hammered out by an unusual alli-
ance between management and la-
bor groups, the legislature is un-
likely to tamper with it at least
during the current session that
ends next month, said Rep. Sa-
dowski.
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Reformers predict results
The new workers compensation law in Florida could cut

costs by as muchas 30%0fwhattheywouldhave been ifthe
current system had continued, says Associated Industries
of Florida, the state's major employer group.

The reform measures are also expected to lure insurers
into loosening their restrictive underwriting stance in the
state.

Workers compensation insurance is so expensive in Flor-
ida now that an estimated 30% of the state's $950 million in
premium volume is in self-insured funds.

And the market is so restrictive that an estimated 40% of

the state's 117,000 employers are stuck in the assigned risk
pool where they are slapped with an 8% surcharge. Those
employers, 40% ofthe total, represent forthe most part very
small firms.

Self-insurers in Florida, however, could find new regula-
tion under the reform measure adding to their costs. The
state is to establish a guaranty fund for self-insurers and
plans to assess self-insurers for the losses, but not the ex-
penses, of any residual facility as of July 1, 1980.

NEED LiWXIBI-HERTED
FRI END IN THE

BOILER IND AIXCLHINERY
INALTRXXCLE 1;UNI NEN: .

In a well-designed business insurance

program. such special items as pressure

vessels. electrical equipment. mechanical

devices and refrigerated systems should

be protected by boiler and machinery

coverage. If you find your current boiler

and machinery carrier takes your

business for granted. look to
Zurich-American, one of the few

multi-line insurers with a boiler and

machinery facility. We can offer you

this key coverage by itself or as part

of a full insurance package. And.

whatever the coverage. at

Zurich-American, service

is our number one policy.
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Zurich Insurance Company
American Guaranteeand -,

Liability Insurance Company 51. 445.YA't
111 West Jackson Blvd .2 11 5 f xy :1·
Cnicago. Illinois 60604
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Kramer resigns from Ford; Ozment new risk exec

After 10 years with the Ford Mo-
tor Co., the last eight as director of
corporate insurance, William Kra-
mer is, leaving June 8 to practiDe
real estate law in Southwest Flor-

ida. He will be replaced by Robert
Ozment, presently president of
Ford's Bermuda captive, Trars-
con. Mr. Ozment, 38, has also been
with Ford·for 10 years. Mr. Kramer,

47, said he is quitting his job after
spending the last several years at-
tending night law school in prepa-
ration for his new career. No other

immediate changes in the Detroit-
based company's insurance de-
partment are planned, according
to Mr. Ozment. He has a BS in eco-

nomics and an MBA from Michi-

gan State University.

Famous Quotes ........

"He tbat will not apply
new remedies must expect

..- new erils; for time is
- - tke greatest innovator."
IlliatNJ »1 431'/IA -Francis Bacon

...... By Dinner Levison
For effective new remedies for your business
insurance problems, ask the innovators at
Dinner Levison. Our team of highly skilled
insurance professionals specializes in devel-
oping programs that can help you anticipate
future requirements and stay on top of chang-
ing needs. For a personal quote, call Dinner
Levison today.

ERAL INSURANCE • LIFE INSURAN/e

6 DINNER F
i LEVI SON i
' Z2 COMPANY m
4 0

1-,surarce Brokers since 1915 •SM

220 Bush St., San Francisco, Ca. 94104. (415) 391-5422
3961 MacARhur Blvd., Newfort Beach, Ca 92660. (714) 975 0306

A Regional Insuranie Broker Serving Business
Around the World. Now More Than 150 Strong

=SPORTSL

***

Gail Klein, 29, joined Control
Data Corp. in Minneapolis as se-
nior administrator in the corporate
risk management department. She

reports to Dennis Ness, manager of
administration in the department,
and is responsible forproperty and
casualty insurance and risk man-
agement for domestic risks. Ms.

Porrett leaves A&P
Richard Luther assumed the duties o f director of insur-

ance at Great Atlantic & Pacific Tea Co. (A&P) May 21,
following the resignation of Richard Porrett, who had been
at A&P for three years. Mr. Luther, 37, was formerly man-
ager ofinsurance and safety for Lipton Co. Like Mr. Porrett,

Mr. Luther will report to Richard Doyle, executive vp ofthe
supermarket chain; but Mr. Luther will not be responsible
as Mr. Porrett was for pension management.

Mr. Porrett resigned in March for personal reasons, osten-
sibly to start an insurance and risk management consulting
business. He will continue to act in an advisory capacity to
A&P indefinitely on a fee basis, operating as an indepen-
dent consultant to the firm. The consulting relationship
with A&P has been in effect, Mr. Porrett said, since April 1.

Meanwhile, A&P has deferred hiring ofan assistant direc-
tor of insurance because of these changes, although the
assistant's spot has been open since early March when Lou
Mongeluzzi left A&P for a job at Lionel Corp., as reported.

Also at A&P, Linda Dunn was promoted to manager of
employe communications, in the corporate personnel de-
partment. She had been manager of insurance administra-
tion, handling employe benefits. Replacing her is Pamela
DuMouchel, formerly with William M. Mercer Co.

Mr. Porrett told Business Insurance he intends to estab-

lish a business relationship with two existing consulting
firms, Risks Audits & Controls Inc. in Wilmington, Del., and
Consultibg Risk Management Inc. withoffices in New York
City and Encino. Calif. Business Insurance was unable to
locate either firm. Mr. Porrett said he will analyze broker
services and will handle some pension fund management.

He told Business Insurance he recently completed his
dissertation for a PhD in business administration from Ken-

sington University, which he worked for two years to com-
plete. Upon checking, however, Business Insurance learned
there is no degree-granting institution with any accredita-
tion by that name in California, where Mr. Porrett said the
college is located.

FEATURING TIPS FOR ARMCHAIR ATHLETES

 OUblt*31;u* 6lt *dige,
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License 8-137

And here's a tip for peg-

ging claim solutions 24

hours a day:

Brown Brothers Adjusters

/, r f helps you score claim solu-00 %1 11 tions 24 hours a dax 7 days
a week. Wherever you are

in the seven Western states,

we will give you a hand

with professional, experi-

enced people. Call Brown

/ Brothers, we deal with solu-
tions anytime.

1 1\ ya/6*=£2*db *tettil -*-4

- 81 Brown Brothers Adjusters 32
Home Office: 545 Sansome Street, San Francisco, CA 94111 · (415) 399-2825

TELEX: San Francisco-34-472 · Honolulu-63-4266 · Los Angeles-67-234

Klein replaces Carol Polkinghorn,
who left to join Green Giant Co. as
insurance manager. She is now
with Pillsbury Co. as insurance
manager following Pillsbury's
takeover of Green Giant. Ms. Klein
was with Alexander & Alexander.

***

The Carle Foundation Hospital
of Urbana, Ill., has hired James A.
White to fill the newly created po-

sition of risk manager. Mr. White,
46, was for the past five years risk
manager for the Board of Gover-
nors of Illinois State College and
Universities. The hospital decided
to add the position of risk manager
to its administrative staff at the

suggestion of its auditors. Mr.
White will be in charge of the

hospital's self-insured workers
compensation and hospitalization
programs. He will also be responsi-
ble for identifying new and exist-
ing risks and securing coverage to
handle them. Mr. White is past
president of the University Insur-
ance Managers Assn. and has a BS
in labor economics from the Ulti-

versity of Illinois.
***

Jeffrey Pettegrew has joined the
city of Sunnyvale, Calif., as its risk

and insurance manager. In this
newly created position, Mr. Pette-
grew, 32, will implement and ad-

minister the city's first self-insured
workers compensation and liabil-
ity programs. He most recently
held the dual position of assistant
to the city manager and risk man-
ager for the city o f Walnut Creek,
Calif. That vacancy has not yet
been filled.

***

Lynn Decker has joined Hughes
Helicopters of Culver City, Calif.,
as employe benefits specialist, a
newly created position. Ms.
Decker, 28, was previously person-
nel administrator at Tobias Kotzen

Co. In her new position, Ms.
Decker will be responsible for
managing all employe benefits, in-
cluding pensions, savings plans,
group insurance and the com-
pany's HMO. She reports to Bill
Bradshaw, director of industrial
relations. Ms. Decker has a BA in

psychology from Loyola Mary-
mount University and is working
on an MBA from there.

***

Sarah Rincon has been prorno-
ted to the newly created position of
insurance coordinator from de-

partment secretary for Southern
Methodist University in Dallas.
Mrs. Rincon, 26, will be responsi-
ble for the administration o fclaims.

and payments for the university's
workers compensation, auto,

buildings and contents and mal-
practice insurance. She reports to

Ben Hopgood, risk and insurance
manager.

***

Dennis Tweedale, risk manager
of Madison, Wis., for the past five

years, has joined the Madison in-
surance agency of R.J. Devine Co.
Inc. to work as an agent in com-
merciallines. Before goingto Mad-
ison, Mr. Tweedale was assistant

risk manager for the University of
Wisconsin. The opportunity for
monetary and career advancement
prompted him to make the move,
he said. Madison has not hired a

replacement yet. He is replaced as
president of PRIMA (Public Risk
& Insurance Management Assn.)
by Robert Bieber, risk manager
for Westchester County, N.Y.

We'd like to report on staff
changes in your risk management
department. Just drop a note to
Stuart Emmrich, Business Insur-
ance, 708 Third Ave., New York,
N.Y. 10017 or call 212 986-5050.



We know the ropes.
Kemper offers the corporate risk
many customized alternatives.
When it comes to providing protection and service for corpora-
tions with unique insurance needs, nobody rides as hard as the
Kemper Cavalry

We help make sure your corporate program is complete. We have
the flexibility to work with you and your captive, shoring-up weak
spots, avoiding expensive exchanges of premium and loss dollars,
developing the right blend of supplementary policies all for the
right premium.

We're one of the few outfits willing to talk about facilitating
insurance arrangements for self-insureds. And, we can help
you develop a custom package of loss prevention and
claim handling services.

The Kemper Cavalry has already come to the rescue of
many clients with captive programs. We know the risks
of riding alone, and we'll never let you get stranded.

If this is the kind of service you've been looking for,
contact your nearby Kemper agent or broker.
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We're riding hard
to serve you better.
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Paul Colony. managing vice president. tells how A&A works from a clients point of view:

"We show clients how to maximize their product liability risk dollar:'
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The cost of product liability
insurance continues to climb be-
cause claims costs continue to

increase. The problem is finding
the broadest coverage available for
each dollar of premium. The first
thing well do is analyze the ex-
posure and past losses. Our anal-
ysis might suggest a self-insured
retention or a deductible. Or it

could mean looking into the feasi-
bility of a captive insurance corn-

pany. We're flexible in seeking the
right solution for each companys

individual needs. From the clienth

point of view. it's the bottom line
that we have to worry about.

Working from a clients point
of view is our way. In I.,os Angeles,
where Paul Colony is based. And in
over 110 cities here and overseas.

That means working as allies, solv-
ing business problems together.
One of the biggest is the product
liability area. and we have the
talent and technology to develop
programs for the greatest bottom
line benefits.

We think our dedication to

acting as an allv of the clients we
represent is a big reason why A&,A
has become a worldwide leader in

the insurance brokerageand finan-
cial services business. We have the

facilities, expertise and strength to
actaseffectiveallies. Weworkfrom

the clients point oF view, whether
the corporation
is large or Alexander
small. 8Alexander

The Allies

K-**2*37< 1
.1 -

.


