
Bl's awards and workshop stories
The Business Inmrance product liability and em-
ploye benefits communication workshops were held
late last month at the Regency Hyatt O'Hare, Chi-
cago. At a banquet given, as part of the later ses-
sion, Business Insurance presented benefits com-
munication awards to U.S. corporations that have
effectively told their benefits stories to their em-
ployes. A story on the award winners is on page
three.

Top winners in the benefits communication con-
test were: Dun & Bradstreet, for letters and other
special printed material; Delta Air Lines, for com-
puterized benefits statements and booklets; Securi-
ty Pacific National Bank for an employe publica-
tion; and Northwest Bancorporation and Nationwide
Insurance Cos., who tied for first place in the
audio-visual category.

Coverage of both workshops starts on page 52.

entire contents copyright 1972 br Croin Communication: inc.

45¢ a copy; $10 a year November 6, 1972

Acl* 1111- f  111, ty &1woos F VES:Ire:AdIt ; L-, 1

the national newsrnagazine for buyers of employe, property and liability protection/pension investments/financial services

, a

1

The National Transporta-icr Safety Board and a coroner's jury will in-
vestigate causes of last w€ek's rail disaster. -Wide World photo

Committee membership?

ASIM angry at NAIC
CHICAGO-The American So-

ciety of Insurance Management,
though pleased with the findings
of the National Commission on

State Workmen's Compensation
Laws, has expressed considerable
displeasure with the National
Assn. of Insurance Commissioners

and with insurance industry asso-
ciations.

ASIM officially endorsed the
national commission's report at a
press conference held here late last
month following its fall board of
directors meeting. In a resolution
passed by the board, the society

urged state legislatures zo pass
legislation upgrad ing workmen's
compensation laws in compliance
with guidelines proposed by the
commission.

At the same time, however,
ASIM executive committee mem-
bers outlined their "frustrations"

in dealing with NAIC. According
to James E. Bailey, counsel to
ASIM, the group has received no
response whatsoever in answer to
a letter sent by ASIM to NAIC
president Russell Van Hooser of
Michigan, with copies seni to the
NAIC executive committee. The

letter requested that ASIM be
represented on the consumer al-
visory committee of NAIC.

In his letter, Mr. Bailey point-
ed out that ASIM "is the largest
organized group of consumers in
the United States, possibly the
world, on a premium basis."

One member of the ASIM exe-

cutive board, when questioned as
to possibie reasons for lack of
NAIC response, mentioned "an
oversight in the national (NAIC)
office" as a likely cause. Mr.
Bailey stated, "We're somewhat
surprised," and further noted that
no more effort would be made to

contact NAIC. "Let them call us,
was his comment."

Currently, the letter is the only·
official overture made by ASIM
regarding its credentials for

NAIC consumers advisory com-

mittee membership and express-
ing its eagerness to participate on
that board. Some "informal con-

tacts" have been made, however.

BRUCE W. Clements, counsel
to NAIC, told Business Insurance
that the only NAIC action so far
has been a directive from the ex-

ecutive committee to the consum-

er participation subcommittee,
headed by Florida's Thomas

O'Malley, to recommend possible
consumer cornmittee representa-

Continued on page 2

Lloyd's involved in property,
liability cover on IC rail crash

CHICAGO--Property and lia-

bility coverage on the Illinois
Central Railroad commuter train

disaster last week is "carried on

both sides of the pond and wide-
ly spread," according to a spokes-
man at Rollins, Burdick Hunter
Co., broker for the railroad here.
Lloyd's, he noted, figures prom-
inently.

The crash, in which 44 people

were killed and 316 injured, oc-
curred when a morning rush-

hour express train smashed into
the rear of a local double-decker

that had overshot the station and

backed up to board passengers.
Authorities have stated that the

number of deaths might well have
been higher if the crash had not
occurred within walking distance
of Chicago's Michael Reese Hos-
pital.

"Obviously this is largely a
liability loss," the broker com-
mented. "The property side is
not nearly' as significant."

ONE INSURANCE source

speculated that the railroad is
brobably self-insured for liabil-
ity to $1 million, while a railroad
risk manager estimated the IC's
liability self-insurance at $2 mil-

lion, noting that the Illinois Cen-
tral has been running in the
black.

A spokesman in the Chicago
office of Toplis & Harding Inc.,
property damage adjusters, said
at midweek that his firm had

"not started adjusting yet be-
cause we are not sure the loss
will exceed the deductible." He

stressed that Toplis & Harding
was not involved in bodily in-
jury claims.

The . National Transportation
Safety Board has begun an in-
vestigation into the tragedy to be
headed by Thomas De W. Styles,
chief investigator for the board.
Much of the investigation, accord-
ing to John H. Reed, board chair-
man, will center on the structural
strength of the new double-deck-
er, or highliner, cars manufac-
tured ·by the St. Louis Car divi-
sion of General Steel Industries
Corp.

MOST fatalities occurred with-

in the first car of the. second
train, made up of older and
heavier cars, and the last car of
the highliner train. The older car
telescoped at least half-way into
the highliner, ripping through the
middle of the newer car.

Thomas R. Remington, vp for
General Steel, claimed that the
highliner cars, now in use by a
number of commuter railroads,
had been extensively tested un-

der procedures developed by the
American Assn. of Railroads and

met Interstate Commerce Com-

mission standards approved by
the Department of Transporta-
tion. Highliner cars such as the

IC's weigh 132,000 pounds as op-
posed to the older car of the ex-
press train which weighs ap-

proximately 142,000 pounds.
"Obviously the integrity and

structural ability of the new cars
do not measure up with the old
equipment," Mr. Reed asserted.

Other issues to be scrutinized
will be the competence of Illinois

Central personnel, the adequacy
of its signals and other equip-
ment and the railroad's "oper-
ational ability."

In other developments, the
engineer of the first IC train has
claimed that an unreliable break-

ing system caused him to over-

shoot the station and subsequntly
back the train up. This, too, will
undoubtelly come under scrutiny
from federal investigators. •

FDA reacting rapidly
to product safety law

By JOHN REVETT

WASHINGTON-Manufactur-

ers and insurers are wondering
what's in store for them now

that the product, safety bill has.

been signed by President Nixon
and gears have started turning
-some of them rapidly.

Iss than two days after presi-
dential approval of the bill, which
creates an agency with unprec-
edented regulatory reach in the
world of product manufacturing,.
an announcement-apparently
coincidental-came frorn the

Food & Drug Administration. It
raised eyebrows among business
lobbyists who had expected a long
gradual organization.

The "National Electronic Sur-

veillance System," said the FDA,
has been put into service. The

system, connceting 119 hospital
emergency rooms in 30 states
with a computer in Washington,
will provide "a daily nationwide
summary of household accidents."
FDA commissioner Charles C.
Edwards called the system "a
solid new resource" for getting.
information on househoud ac-
cidents and unsafe products "and
computing this information rapid-
ly into effective remedial action."

THOUGH THE FDA didn't say
so in its announcement, the sys-
tem will be run by the new pro-
duet safety agency when it is
formed early next year. It will
come under the agency's adminis-
tration along with other functions
of the FDA's bureau of product
safety, which has been regulating
the safety of toys, flammable and
poisonous liquids and a few other
items under existing law.

BPS will form the nucleus of
the new agency and already has

can expect close scrutiny that
could .lead to regulatory action
via a standard-setting procedure
or by recall if existing law per-
mits. An initial tryout of the
system turned up high "severity"
rankings for injuries stemming
from use of gas stoves, power
n-lowers, power saws, electric

dryers, electric frypans, pressure
cookers, aerosol containers, drain

Continued on page 2

Government may

pay recall costs
WASHINGTON-A pesti-

cides bill signed by President
Nixon includes a product re-
call first: a provision for

compensation of a manu-
facturer if his product is
found unsafe and conse-

quently removed from the
market.

Food & Drug Administra-
tion officials who will. be in-
volved in formation of the

new product safety agency
say this could lead to similar
provisions in future product
regulation laws. But they
note that compensation, as
understood in the pesticides
bill, would be made "only in
cases where the product or
ingredient causing recall had
been acceptable for years,
then is found.to be dangerous
because of new data." If a

manufacturer hit by a regU-
latory move under the pesti-
cides measure "had good rea-
son to know one of the ingre-
dients was hazardous, there
wouldn't be compensation,"
the FDA spokesman said.
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ASIM...
Continued from page 1
tives for approval at NAIC's De-
cember meeting.

Although personally not famil-
iar with the ASIM letter, Mr.
Clements did note that "ASIM is

certainly in the forefront of those
to be considered, though no deci-
sion has been reached."

He continued, "Just getting
names of consumer organizations
is a big job. About 350 different
groups have been identified so
far, and NAIC would not release
information on ASIM's nomina-

tion before releasing the names of
other recommended groups." Mr.
Clements commented that any
such action would not take place
before sometime this month.

ASEVI's ire has also been raised
by the issue of its non-inclusion,
in at least an advisory capacity,
in formulating a new compre-
hensive general liability form ex-
pected to be released soon after
the first of the year.

Another ASIM executive board

member commented, "The new
standard comprehensive liability

policy is definitely on its way. In

this age of consumerism, with in-
surance companies providing con-
sumer hotlines and the like, we
(ASIM) have been unable to get
down to talking with anyone
about this. Our influence will be

strictly after the fact," he contin-
ued, "and yet, we should at least
be allowed to offer suggestions."

Offered as "pure speculation"
by the same risk manager was
the notion that perhaps ASIM is
being excluded because of its cri-
ticisrns, in a book entitled "Cus-
tomer Analysis of the CGL Poli-
cy," of the last revised form. An-
other executive board member,
however, countered by saying that
it was "reasonably understood"
after publication of the critique
that ASIM would indeed be parti-
cipants in suggesting improve-
ments the next time the form

came up for revision.
A number of executive com-

mittee members present were

quick to point out, however, that
liaison work which had been done,
usually on an inf6rmal basis, with
individual insurers, collective

groups of insurance companies,
namely the associations, tended to
shy away from genuine dialogue.
"ASIM," admitted one prominent
risk manager, "is generally ig-
nored in certain areas." •
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Products ...
Continued from page 1
cleaners, and other household
items. The rankings don't neces-
sarily mean the products were at
fault, but they indicate priorities
for investigations by the new
agency, and there's a certain un-
easiness mixed with general ap-
proval of safety goals in some
quarters of industry. In effect, the
product safety agency is already
off and running with long lists of
products linked with injury.

There is uncertainty regarding
coverage for damage that could
be sustained by a company. This
could range anywhere from ad-
verse publicity, which the BPS
nucleus promises to use if it can't
recall a product it considers dan-
gerous, to the setting of standards
that could require a manufactur-
er to re-tool.

WHERE RECALL is involved,
Lloyds, Firemen's Fund, Ameri-
can Manufacturer's Mutual, Lum-
berman's Mutual and a few other

insurance companies have offered
coverage for several years. How-
ever, it is understood that in most
cases claims are paid off only
where there is an action that the

insurer decides is a full-fledged
government order. Soft drink
companies with recall coverage
when the cyclamate ban hit, for
instance, were not successful in
their claims and have been trying
to get Congress to compensate
thenn for losses.

WHETHER a demand for cover-
age extending beyond the bounds
of recall will develop and thus
prompt more insurers to consider
entering a broadened field of cov-
erage is a question being tossed
about by insurer and manufactu-
rer representatives. But so far, as
one said, it is only "an intriguing
idea." Said another: "If this pro-
duet safety agency becomes a big
thing, a lot of people will start
writing some form of coverage."

Most government and business
sources agree that medium-size
and small manufacturers face the

most risk if the product safety

agency, in developing into a
tough and active government
arm, should broadly interpret the
kinds of products that must be
acted against to insure total saf-
ety. Large national manufactur-
ers "can usually absorb whatever
losses they might take from a
run-in with the government," an
insurance source noted. There is

general agreement on one point
-that despite the apparent quick
start of the product safety agency
nucleus, the direction the unit fi-
nally takes will depend on who is
appointed to the five-member
commission. by the White House.

SO FAR, those being consid-
ered for chairman reportedly; in-
clude Malcolm Jensen, now BPS
director; Richard Simpson, now
with the commerce department's
science and technology unit;
presidential consumer affairs ad-
visor Virginia Knauer and Henry
Hill, a Massachusetts chemical
manufacturer. Mr. Hill served on

the national commission on prod-
uct safety that investigated prod-
uct-related injuries. •

INA partially covers $8 million loss
from oil barge blast in New Jersey

CARTERET, N.J.-Interstate

Oil Transportation Co., Philadel-
phia, owners of a barge that blew
up here late last month, is at least
partially insured for an estimated
$8 million loss . under primary
coverage written the the Insu-
ranee Co. of North America,
Business Insurance has learned.

According to a source at John-
son & Higgins, Interstate's brok-
er, "six or seven" major insurers
were trying to sort out their roles
in the loss last week.

Also involved in the loss, al-
though it was not certain just
what liability-if any-the com-
pany would bear, was the Gener-
al American Transportation Corp.
of Chicago (GATX). At the time
of the blast, the 80,000-barrel ca-
pacity barge was being loaded
with fuel from a storage complex
owned by GATX here.

WHILE INA carries Interstate

Oil's primary coverage on the
barge itself, it was also deter-
mined that the Marine Office-

Appleton & Cox Corp., New York,
is a reinsurer on the loss. The
U.S. Salvage Assn., independent
investigators for underwriters, is
preparing a report for insurers
involved. In addition, "a fol-
lowing interest" was admitted by
marine underwriters Talbot, Bird
& Co., New York, who shared a
portion of the risk for Interstate.

A Talbot, Bird & Co. represen-
tative said the company wrote an
excess charterer's liability policy,
but did not expect a major claim
to be presented to them,

An additional part of the risk
was shared by the Mutual Marine
Office, : New York management
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group, which handled three poli-
cies in connection with Ocean
80-a portion of the hull and
machinery coverage, a charterer's
liaiblity policy and excess legal
liability.

Explosions and fire tore into
the barge as it was loading at a
GATX fuel storage complex.

GATX has a liability policy
with the Travelers Insurance Co.,
and a Travelers representative
said policy limits were $2 million,
plus 10% of the next $15 million.

Two groups usually associated
with such marine exposures as
Ocean 80 told Business Insurance
that this time, they had nothing
to do with the case. A representa-
tive from the Water Quality Insu-
ranee Syndicate said that WQLS
did not underwrite even a portion
of the potential pollution risk.

Similarly, an American Hull In-
surance Syndicate man reported
that none of AHIS subscribers

were presented with claims.
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The blow-up and fire sent a

burning oil slick almost a mile up
the Arthur Kill, the commercial
waterway separating New Jersey
and Staten Island, N. Y. Ensuing
damage included a ruptured hull
for the sunken barge, destruction
of the Carteret dock, a rash of
broken windows in the business
district of the small N. J. commu-

nity, extensive damage to the
GATX complex on shore, and
minor damage to a dock owned
by the Phillip's Petroleum Co. In
addition, 340 megawatts of the
840 megawatt capacity of a Con-
solidated Edison plant were

forced to shut down when oil-fed
flames were sucked into the

plant's cooling system.

A bi-state firefighting team la-
bored for over seven hours before

they could quell the blaze. They
said a more serious disaster was

averted because high winds di-
rected the flames away from a
"farm" of oil tanks onshore. •
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Joseph Holwerda, risk manager of Colt Industries, buil; a control char
of the company's insurance and safety basics taking al-rost 18 months
to gather the information he needec for the chart
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Risk manager builds control chart
of firm's insurance and safety basics

By PATRICK THOMAS

NEW YORK-Walking into Jo-
seph Holwerda's office is some-
thing like walking into the war
room at the Pentagon during one
crisis or another. Evelything ap-
Fears calm and normal but there's
this thing on the wall that you
can't take your eyes off.

The thing in Mr. Holwerda's
office is not a world map detail-
ing troop movements but to him,
as Colt Industries' risk manager,
it is every bit as important and
useful as the general's illuminat-
ed map system is to him.

Mr. Holwerda calls it a control

chart and, since it is his inven-
tion, he can call it anything he
wants. What it does is give him
the insurance and safety basics of
all of Colt's 56 locations. If he

needs to know, for example, the
insured value and the rate he is

paying for protection on a plant in
Holland, all he has to do is look
over his shoulder.

"THE CHART only contains the
basics," he umphasized. "If I need
small details, I have to get out the
policies and take a close look at
them but the chart is usually
good for answering questons that

may come in from one of the
plants. For instance, one of the
plant managers may want to
know if he is covered for a mis-

hap. I just look at the chart and
it tells me everything that par-
ticular location is covered for.

From thre on, its my job any-
way, the plant manager just
wants to know immediately if he
is covered."

Mr. Holwerda said he for-

mulated the idea and gathered
the information he needed for the

chart for about 18 months. He has

been with Colt for two years.
"When I got here," Mr Hol-

werda told Business Insurance. "I

asked what the insurance pro-

gram was and nobody could tell
me. I got answers like 'We have a
lot of coverages with a lot of in-
surance companies.'

"I don't really have an insur-
ance background," he continued,
pointing out that his training was
in engineering. "The chart, I
guess, is an engineers' way of

handling insurance problems."
The control chart on Joe Hol-

werda's wall must be seen to be

fuidy appreciated but a brief de-
scription is in order. It is made of
plastic, or something similar, peg-
board and is about six feet in

length.

ON THE LEFT of the chart are

cards listing all 56 locations with

the name, address and telephone
number of the person in charge
of risk management at that site.
"These are usually personnel or

accounting people," Mr. Holwerda
noted.

Then. moving to the right of
the chart in a straight line from
the location card are just about
all the values, rates and other
pertinent information for any
particular plant or office site. The
insurer of each plant is listed
along with the physical damage
and business interruption insured
values and rates charged. The in-

surers handling Colt Industries'
employe benefit plans are also
listed.

Under a section headed work-

men's compensation, the chart
shows which plants are covered,
and by which insurer, and which
are self-insured. It shows the

number of employe at each site
(Colt now employs more than

24,000 persons) and the frequency
and severity rates for workmen's
compensation claims at each loca-

tion. Mr. Holwerda updates the
frequency and severity columns
monthly and sends a report on
the subject to each location.

The chart encompasses the Oc-
nupational Safety and Health Act
by showing which plants have
been inspected, which have been
cited and which have been penal-
ized under OSHA's provisions.

WHETHER each of the 56 loca-

tions is leased or owned is visual-

ized by the chart as are the de-
ductible on the major coverages

and the expiration dates on many
of the company's policies.

Mr Holwerda explained that
the board was put together to his

specifications by T.P. Visual Sys-
tems of Latham, N.Y., and that
once he had the actual board, it
was Just a matter of time getting
all the information on it.

"I stayed two hours a night
after work for two or three

weeks," he recalled, "just stand-
ing in front of the board and
sticking in letters and numbers
Totally, it cost about $850 exclu-
sive of labor my labor."

Once the chart was ready, Mr
Holwerda discovered that he had

a problem. His telephone cord
was too short. "I'd get a call and
look at the chart across the room

and I'd have to take off rny glas-
Continued on page 10

CHICAGO-In a ceremony at
the Regency Hyatt O'Hare h6tel
here, the winners of the Business .

Insurance employe benefits com-
munication competition received
awards for doing well what is
sometimes done haphazard-
ty-getting the employe benefits
message across to those who par-
ticipate in the plans.

The top winners' in the five
Dategories were Delta Air Lines,
Security Pacific National Bank,
Dun & Bradstreet, Northwest
Bancorporation and Nationwide
Insurance Cos.

Delta Air Lines, by winning in
two of the five categories with
one entry, set precedent for fu-

ture competitions of this sort. The
growing air carrier received

awards for the best employe
benefits booklet and the best

2omputerized benefits statement.
[t was one entry since the booklet
was a loose leaf binder which

ontained the benefits statement
as well as the booklet material.

The Delta entry covered the
entire range of the company's
benefits. The booklet was broken
iown into sections covering ill-

ness, disability, retirement, survi-
v(,r benefits, savings. plans and
'other" benefits.

Separate computerized state-
ments were included for each

area of coverage, including the
number of vacation passes and
annual flying mileage alotted to
each employe. Following the

oenefits statements in the binder

was general information regard-
mg that benefit and a question-
and-answer section which ex-

olained virtually everything con.
ceivable.

The Delta booklet and state-

ments were prepared by Hazle-
hurst & Associates, Inc.

RECEIVING runner-up awards
in the booklets 2ategory were Be..

Telephone of Pennsylvania anz
Western Pennsylvania Nation:.

Bank. The second and third spots
in the computerized benefit.
statement category went to the
American Medical Assn ani

Harris Trust & Savings.
The employe publications cate-

gory was won by Security Pacific

National Bank, which also sub-
mitted a loose leaf binder. Ent-

titled "You Are -he Bank," the
publication was broken down into
10 sections.

The binder contained a history
of the bank, a section which was

really a dictionary of banking
terms, a section giving tips o r.
how to deal with cus,orners and 1

description of the tank's service.
as well as descripfions of the

group insurance and other more
standard benefits. Included was

an explanation of h)w to file E
grievance.

SECOND PLACE .n this cate-

gory went to Defeired Compensa-
tion Administrators and the

third place award was given tz
General Electric.

The winner in the categors-

called, "Letters and Other Speci:.
Printed Material: was Dun &

Bradstreet with a folder which

contained highligtts of the com-

pany's benefits Fr:,grams.
Each benefit was described

briefly on a separate sheet of col-
ored paper, each sheet cut a dif-

ferent size enabling the entire
program to be at the employe's
fingertips in file form. The folder
also contained an information re-

quest card with which an em-
ploye could send for rnore de-
tailed information about the

plans.
The entry was prepared for

Dun & Bradstreet by Towers,
Perrin, Forster & Crosby, Inc.

ILLINOIS BELL won the sec-

ond place award in this category,
followed by General Mills in
third place.

The audio-visual competition
ended in a first place tie between

Northwest Bancorporation and
Nationwide Insurance Cos. Both

were audio tape and slide pre-
sentations to be used in con-

junction with employe hand-
books. The two presentations,
however, were vastly different.

The Northwest Bancorporation
entry utilized line drawings
washed with color to coordinate

with the colors dividing the sec-
tions of the employe handbook. It
used montages to introduce the

various topics to be covered and
explained the plans simply and
gave reasons fOr·the way things
were being done.

It was prepared for Northwest

Bancorporation by Empire Photo-
sound.

THE NATIONWIDE entry used
a cast of hand puppet characters
and a choir to get its message
across. It moved at a furious pace,
due to a limited amount of time,
and only briefly explained the
benefits program. The presenta-

many of the benefits plan provi-
sions were sung by the choir to
well-known tunes.

The Nationwide spokesrnan at
the ceremony said that the pre-
sentation had generated "favora-

ble feedback" among employes.
The Warner P. Simpson Print-

ing Co. prepared the entry.

Elizabeth Arden Inc. took sec-
ond in audio-visual and Green
Giant Co. received third.

The winners in all the catego-
ries were chosen from over 120

entries by a panel of judges rep-
resenting opinion from manage-
'ment to employe and from typog-
raphy to planning. •

Charles J. Wieglus (left), vp of personnel, Dun & Bradstreet, accepts the
first place award in the letters and other special printed material cate-
aorv from Alfred Malecki. Dublisher of R,Kinm in.,nnro
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Voting machine insurance becomes
an issue, creates competitive market

NEW YORK-Presidential elec-
tion. Million of voters across the
nation step inside curtained

booths. They pull levers that push
parties in and out of power. Few
give a second thought to the
mechanical voting machines that
tally their choices, good or bad,
for the next four years.

But voting machines, and vot-
ing machine insurance, odd com-
modities though they seem, are
becoming big issues. Some 228,000
strong, voting machines represent
high values and formidable expo-
sures .that are creating competi-
tive markets for insurers, and
headaches for municipalities.

While no statistics are current-

ly available on the size of the na-
tional market or the premium vol-

ume of voting machine insurance,
industry sources told Business
Insurance that most of the larger
insurance companies are handling
voting machine insurance on a
"highly competitive" basis. One
source, lamenting a profitable ac-
count his company was unable to
land, complained that voting ma-
chine insurance accounts are fre-
quently acquired by companies
that have considerable political
pull, even though competitive
bidding is a growing force in city
insurance buying.

With the exception of voting
machines that are covered on
blanket policies that protect all
county properties, most voting
machines are covered in floaters

to inland marine policies with all-

risk clauses. In Illinois' Cook
County, for example, coverage is
written by Centennial Insurance
Co. on a marine. form which in-
sures for a $5.394 nnillion aggre-
gate, all-risk perils. And Yonkers,
N.Y. has an all-risk policy with
limits of $300,000 written by Fed-
eral Insurance Co., of New York,
a subsidiary of Chubb & Son Inc.

WHAT ABOUT premium rates
for voting machines? Mr. Frank
Long of the Centennial Insurance
Co. said that premiums for voting

"not generallymachines are

high." Basically, he · noted, the
primary charges are determined
by· the fire rating method of the
insurer, dependent on the type of
5torage building the machines are 

Insurance
is our

business.

And we
intend to
stay in it.
Our business is providing insurance for
America's businesses and families

through the independent agents and
brokers who share our belief that insur-

ance is a business for professionals.
Our business is creating flexible plans

of protection to meet the needs of most
people and individualized coverages for

The Atlantic Companies

housed in. Secondary rates for the
coverage of voting machines in
transit to and from the polls are
based on all-risk provisions of
property policies.

Mr. Harry Ihnem of the inland
marine division of Chubb & Son
reaffirmed this information. He

said that voting machine pre-
mium rates were determined by a.
number of considerations, notably
the fire rating method, the kind
of storage space used, and wheth-
er water damage would be immi-
nent.

Ransom Shoup, owner of one of
the largest voting machine manu-
facturing plants in the country,
told Business · Insurance that a

voting machine has an expected
life span of about 20 years. Most
insurers, he noted, reduce the
premiums on the devices by about
1/20 every year, based on devalu-
ation rates for 20 years.

A typical 4 mechanical voting
machine will probably have been
manufactured by either of' .the
two- largest- manufacturers in the

those whose requirements warrant them.
All at costs as competitive as prudent
management of the business will allow.

In short, we intend to stay in this busi-
ness in the years to come by doing in-
creasingly well what we have been doing
since our founding in 1842.

ATLANTIC MUTUAL INSURANCE COMPANY/CENTENNIAL INSURANCE COMPANY
45 Wall Street, New York, New York 10005

Underwriters of fire, property, casualty, marine insurance

field-the Ransom F. Shoup,Co.
of Philadelphia, which supplies
about 88,000 machines nation-

wide, or the Automatic Voting
Machine Corp., of Jamestown,
N.Y., supplying about 140,000
devices. It will weigh in at about
700 pounds, and be worth any-
where from $1,700 to $2,500, de-
pending on the model and year of
manufacture.

STORAGE and transit problems
pose the greatest risks and expo-
sures t6 the insured voting
machine. Most municipalities that
use voting machines stock large
numbers of them for use on a

"one-shot" basis a year. Smaller
communities usually keep any-
where from 300 to 3,000 ma-
chines, and large cities have even
bigger stores. (New York City, for
example, has about 6,900 voting
machines in its inventories).

When not in use, which is most
of the time, the voting machines
are usually stored in large num-
bers in just a few key storage
areas in each city. Because they
are kept together, any hazard
would endanger the lot of them,

resulting in what Robert Bieber,
safety and insurance administra-
tor of Yonkers, N.Y. called "a
fantastic exposure." Any fire or
water damage near the storage
building could mean "colossal

losses" for a municipality, an in-
dustry source commented.

Obviously, insurance is called

for. For many municipalities,
though, self-insurance is out of
the question because of the possi-
ble high amounts of loss involved.
Despite high risks, the price tag

prevents some cities from cover-
ing their voting machines at all.

New York City is a glaring
example. A Board of Elections

official, Carmine DeCarlo, said
that the city does not insure
any of its 6,900 machines, which
have a total worth of about $12
million.

ABUOT SIX warehouses are

used to store the machines. That

means each place of storage
houses machines valued at about

$2 million. Any fire or flood
would probably result in great
losses, yet the city remains un-
covered.

The Automatic Voting Machine
Corp. has storage insurance on its
voting machines placed with a
number of carriers. The broker

on the account, Boit, Dalton,
Church of Boston indicated that

the largest carrier was the Fae-
tory Insurance Assn. in Hartford,
Ct. The primary policy is written
on an all-risk basis, covering
transit as well as property dam-
age.

Transportation of the voting
machines to and from the polls is
the second greatest exposure they
face. Even New York City, which
does not insure voting machines
in storage, does put bonds on the
truckers who move the machines.

Mr. Bieber of Yonkers

stressed that dangers in transit
were great, because if a machine
were dropped, it could be ren-
dered worthless-the delicate
mechanisms thrown off balance.

Another insurance exposure

follows voting machines in trans-
it. Mrs. Robbins, owner of Union
Voting Machine Co., N.Y., which
rents machines to private institu-
tions, said of a voting machine
being moved: "It could kill some-
one if it fell on them." Mrs. Rob-
bins insures her machines against
these dangers with the DeGrace
Affiliates of Queens, N.Y.

Vandalism at the polls is one
problem neither the insurers, the
manufacturers, nor municipality
officials seem to worry about.
Tight secuirty measures taken
by police at ' polling and storage
places have prevented vandals
from striking so far, they con-
curred. .



If one of your key employees dies, your
company becomes his business widow

And, too often
he doesn't leave you a dime.

Thelisall Stoo.

In many cases, a key employee is vir-
tually married to his work. The loss of
such a man can be traumatic.

Your company probably has em-
ployees whose death would have a

marked effect upon the progress of
your firm. They're not necessarily cor-
ner office executives. They can be
people with special scientific skills-
or. product development experts-or
star salesmen.

If you lose one of them, you suffer a
loss of business talent that may have
taken you years to develop. That's
when key man life insurance from

Employers can help. It can provide

you with a tax-free sum of money to

cover the cost of finding and hiring

a qualified replacement. And to help
you weatherthe period of adjustment.

There are even cases where the in-

surance benefits can mean the dif-

ference between survival and death

of the business itself-and thus affect

the welfare of all your employees -
and their families.

And if you also have a deferred com-

pensation plan for key employees,
you can protect your company in a

second critical way. Deferred com-

0£/* 4

pensation plans reward your best

people by providing pay with worth-

whiletax benefitsiftheystay with your
tirm until their career retirements.

Key man life insurance makes good

sense for your company. Deferred
compensation plans make your com-

pany more attractive to your key em-

ployees. Together, they go a long way
to insure the continued success of

your business.

That's something to think about. And
to talk about-with Employers Insur-

ance of Wausau, the business insur-

ance specialists.

.TJAiliphAg,

=24*IMMWP

r'/6=8%1,

come tobt EAdi
thesource

Employers Insurance of Waau
Wausau, Wisconsin
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Fleet losses get shirtsleeve attention
of Yonkers, NY., insurance manager

(This is the second of two arti- riety. And Mr. Bieber's sleeves
cles on how the city of Yonkers, were the first to go up.
N.Y., population ?30.000, has ., The red-haired insurance man-
helped cut municipal wastes by ager, for example, could be found

initiating a few basic risk man- perched in a city street sweeper

agement procedures. The first ran during part of his kick-off of an
in the Oct. 23 issue-Ed.) extensive auto safety campaign

last February.
By MARIE KRAKOWIECKI

He began intensifying the loss
YONKERS, N.Y.-As part of an control auto safety program after

overall program to cut back a risk evaluation he conducted

wasteful spending through the proved that the 500-unit city fleet
use of professionals in municipal incurred high risks over a five-
government, the winning risk- year period. The risk exposures
managed insurance program here were so high, he found, that
is getting results, and fast. But through 1971, Yonkers automobile
not by remote control. The loss insurance costs exploded 58.2 % as
control procedures initiated by a direct result of the high acci-
insurance and safety administra- dent rate chalked up by the fleet.
tor Robert Bieber are of the roll- Within eight months, Mr.
up-your-sleeves-and-pitch-in va- Bieber's program had cut the fre-

queney af city accident losses by

42%. And, according to plan, the
accidents are continuing their
downward spiral.

How? The Yonkers man offered

solutions that were common-sen-

sical, positively oriented, and en-

ergentically administered. He got
into the street sweeper as part

of an investigative campaign to
ferret out hazards faced by city
drivers. And he found some class-

ics.

THE SWEEPER, for example,
had such a serious blind spot that

with its big brushes in a "down"
position, it could almost pulveri 7e
a small car parked at the curb,

before the sweeper driver would
even realize it.

Determined to rout such prob-
lems, Mr. Bieber contacted the

Elgin Co., manufacturers .of the
sweepers, and requested that a
man from the company come to

Yonkers to properly train city
drivers how to safely operate the
vehicle in both normal and emer-

gency situations. The sweeper
company begged off, but Mr. Bie-

ber found other ways to cut down
accidents.

HE BEGAN an incentive re-

ward program for safe drivers to
spur city workers on to cooperate
with the projected cut-back of
accidents. Each year, drivers of
city vehicles who have acquired
excellent traffic and safety rec-
ords are awarded certificates of

merit signed by the mayor. They
are honored at a public ceremony,
and receive coverage from : the
local news media. Mr. Bieber said

that city drivers are responding
favorably because of the prestige
involved. And their active coop-

Consider the Captive
Insurance Company

Donnelly Bros., Ltd. of Hamilton, Bermuda

manages
"Off-Shore" Captive Insurance Companies.

Donnelly Brothers of New Jersey
manages

Colorado Captive Insurance Companies.

-k

Donnelly
Bros,

Itssr*rylee

For our booklet about the Bermuda Captive Company or
information about the Colorado Capt ve Company, write to:

INSURANCE BRCKERS AND MANAGERS

P.O. BOX 409 / MILLBURN, N.J. 07041

Offering complete insurance facilities in 67 cities in the United States, Canada, and throughout the world.

f.

96

eration is evident from the de-
creased number of automotive ac-

cidents in Yonkers involving city-
owned vehicles.

With the help of public works
commissioner Raymond 0. Miller,
Mr. Bieber also beefed up the loss
control program in Yonkers by
enlarging the responsibility of
city accident review boards.

Under the insurance adminis-

trator's watchful eye, the accident
review boards began examing all
accidents incurred by city driv-
ers. Avoiding negative approaches
like firing or punishments, the
boards work with the drivers to

find out why they had accidents,
and what can be done to avoid

them in future. They administer
a series of written and even phys-
ical tests to the drivers to pin-

point driving weaknesses. The
physical tests include one for vis-
ual accuity, so that afflictions
such as color-blindness can be

discovered and dealt with.

THE REVIEW boards also

screen prospective city drivers by
studying their motor vehicle safe-
ty records, and administering
the tests to help sharpen their
awareness of city driving hazards.

Preventive safety plays a large
role in Mr. Bieber's loss control

program. To help cut down on the
number of fire exposures on city
buildings, for instance, the insur-
ance administrator is insisting
that more fire retardant materials

and insulation be installed while

a building is being constructed.
"Why wait until a place burns

down before doing something a-
bout fire control?" he asked. With

new precautions being taken at
the very time of construction, Mr.
Bieber expects that city fire risks
can be cut back considerably.

Mr. Bieber, who is a licensed
Red Cross first aid instructor, has
jumped ahead of Occupational
Safety and Health Act require-

ments by teaching first aid classes
at night to key personnel in the
Yonkers municipal government.
Although OSHA requirements are

not mandatory for cities, Mr. Bie-
ber feels that first aid precautions
are a valuable asset to his exten-

sive loss control program.
The first aid class he teaches

shows the Yonkers staff how to

deal with medical emergencies
until a doctor arrives. Started late

in October, the first aid classes
are already popular with the
Yonkers employes. Mr. Bieber
said additional equipment like
artificial respiration dummies

would soon be included to expand
the program. I

Differences

in two laws

eliminated
HARRTSBURG, Pa.-Gov. Mil-

ton J. Shapp has signed legis-
lation designed to eliminate dis-
crepancies between claims filed
under the state's workmen's com-

pensation and occupational dis-
ease laws.

Under previous law, claims
filed under workmen's comp for
bodily harm could entitle a bene-

ficiary for up to $95 a week while
a disability resulting from poison-
ing could produce a maximum of
$60 a week under the disease law.

The new law extends the defin-

ition of work-related injury to:
Infection or inflammation of

the skin caused by oils, abrasive
compounds, dust, lubricants, liq-
uids, fumes, gases or vapor; poi-
soning by arsenic, lead, mercury,
manganese, radium, beryllium,
phosphorous, naphtha, acid or
hydrocarbons; cancer or ukera-
tion caused by pitch, mineral oil

or paraffin; and other diseases. •
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NowNATLSCO

can offeryou three helping hands
incomplying with OSHA.

efforts will be as thorough, com-
plete, and reliable as possible.

Finally, because OSHA com-
pliance is not a one-time proposi-
tion, there is the NATLSCO Follow
Up Service This is an on-going
program for businessmen who
want continuing guidance and
assistance in meeting the
OSHA standards.

Whatever your
problems with OSHA

compliance, you can
depend on

NATLSCO for
*- * expert tech-

nical advice
/

that will
make the

job easier
for you.

Whether you need a little advice,
or assistance in depth, turn to
NATLSCO for help with OSHA
compliance. NATLSCO has
already helped hundreds of busi-
nessmen solve many of the prob-
lems they've encountered meeting
OSHAs safety and health
regulations.

'Ib provide a service directed to
your specific problem, NATLSCO
now offers a complete range of
consultative services.

For the employer who wants
to know where and how his

facilities measure up <
against the new federal
standards, there's the
OSHA Pre-Compliance
Survey.

With it, NATLSCO
sends in a team of ex-

perts, including an ,./
industrial hygienist, a 4 r
fire protection con-
sultant, and an

4

industrial safety con- 1

sultant, to identify
specific OSHA viola-
tions and recommend FT/49'rrb.#It-'/..../LE&:.%;4*632,----

possible solutions.
This service entails a

complete analysis of
your present operation,
including many areas often over-
looked by self-inspection.

Another important NATLSCO
program is the OSHA Status

Survey It is designed to aid
employers who want to conduct
their own, point by point, detailed
analysis. With this survey,
NA['LSCO provides initial guid- NAME

ance that can help you make COMPANY

certain that your compliance ADDRESS

We'll be

happy to send
you complete informa-

tion on NATLSCO's OSHA Con-

sultation Services. Simply return
the coupon below.

Gerald L. Maatman, President
National Loss Control Service Corporation
Long Grove, Illinois 60049
Please send complete information about your NATISCO
OSHA Consultation Services.

CITY

STATE ZIP A Division of

Kemper Insurance
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Sometimes alife insurance
trustistheidealanswer
Somelimesitisn't...but
it'srecommended anywa

The point is inexperience
makes for inadequate counselling
. . . because life insurance is a

complex business that does nothing
but grow more so.

It takes professionalism simply
to isolate objectives. For instance,
should you hare a life insurance
trust? Should it be revocable?

Irrevocable? How should it be

programmed to achieve maximum
tax advantages, while protfcting
against all variables.

Call in the professional from
Provident Mutual. He'll work

closely with your lawyer... with
your accountant... for the sake of
efficiency and safety.

Counselling is a word that
implies expertise. The only real
counselling is professional
counselling.

PROVIDENT
MUTUAL
LIFE INSURANCE COMPANY

OF PHILADELPH A
Home 0,9ice. P.O. Box 7378 Phla. Pa.19101

SUBSIDIARIES: PROVIDOR MANAGEMENT COMPANY PROVIDOR SALES COMPANY

0,1.

77 0 receive literature listed in Info for Buyers write
1 directly to the name and address accompanying each

item, mentioning that you saw the offering in Business
Insurance. Readers are welcome to submit items for

possible inclusion in the column. A sample of your
literature should be sent to Info for Buyers, Business
Insurance, 740 Rush St., Chicago, Il. 60611.

• Huggins & Company has made
available to readers of Business

Insurance a company bulletin fea-
turing a discussion of Health
Maintenance Organizations. The
bulletin also updates a summary

of integration rules for tax-quali-
fied retirement plans under reve-

nue ruling 71-446. Copies may be
obtained by writing Huggins &

Company Inc., 1401 Walnut St.,
Philadelphia, Pa. 19102.

• The 1972 edition of the Busi-

nes Insurance Directory of Com-
Inercial Insurance Agents &

Brokers, published by Crain
Communications, Inc., contains
profiles-including financial in-
formation-on leading brokers
and agents who serve commercial
consumers of insurance and em-

ploye benefits plans. The directo-
ry also contains charts, tables
and editorial featur6s which ana-

lyze the agency and brokerage
business. Copies are $4.95 or
$3.95 on orders of ten or more
and may be obtained by writing
Business Insurance Directory, 740
N. Rush St., Chicago, Il. 60611.

• The Wright Division of Acco

has published a Crane Inspection
Report form to be used as a

guide in complying with OSHA
inspection requirements. The

two-page report form is a check-
list designed to conform to
OSHA requirements of section

1910.179-overhead and gantry
cranes-double girder top run-
ning type. Copies of the form can
be obtained by writing Raymond

J, Rees, Wright Division of Acco,
1110 E. Princess St., York, Pa.
17403.

• The 1972 edition of Insurance

Facts, an 80-page book published
by the Insurance Information In-
stitute, contains statistics and in-

formation concerning the prop-
erty and liability insurance busi-
ness in the United States. The

1972 edition contains six new

sections on subjects ranging from
boating accidents to bombing in-
cidents. Copies are available

from the institute, 110 William
St., New York, N.Y. 10038.

• Small Talk a pamphlet pre-

pared by State Mutual Life As-
surance Co. of America describes

the company's new group master
pension plan. The plan is de-
signed to meet the needs of the
small employer group market
and provides for three coverage

options. For a free copy of the
pamphlet write the Group Mar-
keting Div., State Mutual of Am-

erica, 440 Lincoln St., Worcester,
Ma. 01605.

• A glosary of terms, phrases
and abbreviations commonly
used in fire, liability and life in-
surance and bonding has been is-
sued by the Hartford Insurance
Group. The pamphlet provides a
general understanding of insur-
ance technology and is available
by writing the Hartford Insur-

ance Group, Hartford Plaza, Hart-
ford, Ct. 06115.

e Insurance Co. of North Amer-

ica has published its ninth edi-
tion of Perts of the World, which

describes port conditions, facili-
ties and cargo loss control meth-
ods at 174 world ports. Copies of

the 70-page book are available
by writing Communications Serv-
ices,- Insurance Co. of North
America, 8th floor, 1600 Arch St.,
Philadelphia, Pa. 19101.

e The Machinery and Allied
Products Tnstitute, 1200 18th St.,
Washington, D. C. 20036, has
made available copies of Memo-
randum G-56, The Organization
Content and Administration of

Company Products Liability Pro-
grams-A MAPI Survey. The re-

sults of the survey can serve as a

guide for companies in devising
and administering programs to
circumvent some of the effects of

product liability claims. Copies

are $1 for MAPI members, $2 for
nonmembers and available by

writing MAPI.

• Recommended Safety Re-

quirements for Shoring Concrete
Formwork, prepared by the Scaf-

folding & Shoring Institute, in-
cludes definitions and general
safety requirements for shoring.

Ccpies of the booklet may be ob-
tained from the institute, 2130
Keith Bldg., Cleveland, Oh.

44115.

Info for Buyers Issue
Business Insurance's annual

Info for Buyers Issue to be
published Jan. 1, 1973 will
carry hundreds of items of in-

terest to buyers of corporate
insurance, employe benefits

and related items, including
safety and security systems„

An annual feature, last
year's info issue drew over
30,000 requests · for individual
items.

If you wish to submit mate-
rial for the 1973 Info for

Buyers Issue fill out the cou-
pon on page 16 and mail to
Info for Buyers, Business In-
surance, 740 Rush St., Chicago,
Il. 60611.

• COPE, Cornbined Overseas

Protection for Executives, details

coverages in a new plan includ-
ing personal property and person-
al effects, comprehensive person-
al liability, personal excess and
catastrophe liability and credit

card liability. The booklet out-
lines coverage, various options
and costs, eligibility require-
ments and other data. Write

COPE, St. Paul Mercury Insur-
ance Co., 18th floor, 110 William

St., New York, N.Y. 10038.

• Towers, Perrin, Forster &

Crosby has made available an
article by Bruce A. Searle en-
titled Is My Transfer a Promotion,
Demotion or Lateral Move? The

article discusses the need for a

common salary grading system in
the multinational firm and how

to proceed in establishing such a
scale. For a free copy write Jo-

seph A. Banik, TPF/C Inc.,
Three Pann Center, Philadelphia,
Pa. 19102.

. The Balance Sheet Approach
to Catastrophe Protection for

Banks is the topic of an address

delivered by Bernard J. Daenzer,
CPCU, before the annual meeting
of the National Assn. of Insur-

ance Agents. The speech suggests
a synopsis of all bank exposures



and methods of safeguarding
against catastrophic loss. Reprints
are available without charge by
writing Wohlreich & Anderson
Ltd., 55 John St., New York,
N.Y. 10038.

. The Character of Lloyd's con-
tains a nutshell history,- anec-
dotes and a description of the
workings of the world's oldest in-
surance organization. For your
free copy write Wohlreich & An-
derson Ltd., 55 John St., New
York, N.Y. 10038.

. Personal Insurance For Th-

Expatriate Employee, a reprint
from the International Insurance
Monitor by George C. Byrne,
personal lines manager-interna-
tional division, Chubb & Son, is
available by writing the interna-
tional division, Chubb & Son
Inc., 90 John St., New York, N.Y.
10038.

. The publication and education
division of American Appraisal
Co. Inc. has made available its
Commercial Building Cost Guide,
including instructions, cost esti-
mating forms and simplified cost
tables. For price information, in-
cluding bulk rates, write the
company at 525 E. Michigan St.,
Milwaukee, Wi. 53201.

• The Ansul Co. has released
Fire Protection Capabilities, a
graphic and written presentation
of the fire protection capabilities
of the company, including a de-
scription of manufacturing, re-
search, development, fire test
station, international fire school
and government activities. For a
free copy contact Phil Alman,
The Ansul Co., One Stanton St.,
Marinette, Wi. 54143.

• The 1972 edition of Analysis

of Workmen's Compensation
Laws has been released by the
United States. The 48-page book
details workmen's compensation
laws in the 50 states, District of
Columbia, Guam, Puerto Rico
and Canada. Copies are $1.50
and can be obtained from the
Chamber of Commerce of the

United States, 1615 H St., N.W.,
Washington, D.C. 20006. Quantity
rates are available.

• Executive Equity is a pam-
phlet describing a new program
of retirement benefits designed
by Compensation Planning Corp.
for key executives already re-
ceiving group insurance in excess
of $50,000. For your free copy
write Ned A. Miller, exec vp,
Compensation Planning Corp.,
666 Fifth Ave., New York, N.Y.
10019.

. Family Financial Planning

with Mutual Funds, a booklet ex-
plaining in everyday language
what mutual funds are and how
they fit into a family's financial
program, has been made availa-
ble by Fund/Aids Inc. The bro-
chure includes information on

dollar-cost averaging, the mutual
fund prospectus, investment

plans and a checklist for buyers.
Sample copies are available for
25¢. For further information and
quantity prices write the com-
pany at 1007 Fifth Ave., San
Diego, Ca. 92101.

. Will You Be Ready When
nis Man Knocks on Your Door?

is a new booklet describing the
OSHA record keeping service of-
fered by Harlan Inc. The auto-
mated service provides an em-
ployer with a monthly log of in-
juries and illnesses plus an an-
nual summary. with an em-

ployer's workmen's compensation
or other accident report used as
input data. For your free copy,
write Optiscan Computing Inc.,
OSHA Recordkeeping, P.O. Box
52650, Houston, Tx. 77052.

ASIM Midwest seminar
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Panelists urge halt of risk dollar drain
CHICAGO-"Idea blitz" may be

the best term to describe a panel
discussion on risk management
financial techniques featured at
the American Society of Insurance
Management's Midwest regional
seminar held here last month.

Stopping the risk dollar drain
and increasing cash flow were the
main topics of discussion, with a
number of suggestions emerging
from lively interchanges between
panelists and seminar parti-

cipants.

Sheldon H. Staubitz, manager
of corporate insurance for Chem-
etron Corp., urged risk managers
to be rnore aware of cash flow

management by watching insur-
ance dollar inflow and outflow

and reporting this to the company

treasurer "whether it's required
or not." He further advised his

audience to "let your brokers
know that you're concerned about
fast cash flow." Mr. Staubitz, who
stated that "insurance companies
are holding a lot of our mon-
ey-and maybe they shouldn't,"
complained that far too small a
percentage of the premium dollar
is actually going for insurance
and asserted that risk managers
have a right to know how much
of their premium dollar is spent
for various administrative costs.

HE MENIONED self-insur-

ance and captives as two alter-
natives for saving risk dollars and
further suggested that company's
be allowed to self-assume while

MY EMPMES VSED 10
MAKE GRUMBLIN6 NOISES
EVERY TIME I WALKED BY.

\

TUEN 160r HALLIKH REPORTS
WHICH EWPLAINED-©THEM
iN TUE ELEARr MANNER
055(BLE, AlL THEIR

EMPUDYEE BENEFITS.

0e

purchasing a higher insured layer
on an annual aggregate basis. Mr.
Staubitz stressed, too, that corpo-
rations be given more credit by
insurers for their deductibles.

Nalco Chemical Co.'s John Ross

advised the group that "Although
captives may seem to be a dead
issue right now ( if it's fitted your
needs you probably already have
one) don't drop the subject just
yet." He reminded risk managers
that captives could still retain a
profit role as well as a self-insur-
ance role.

In discussing the Colorado cap-
tive law, he asserted that the in-
tent of the law was to encourage
favorable conditions for esta-

blishing captives, and that, so far,
the Colorado insurance depart-

1{EY THOVGHT THEIR
EMPLOYEE BENEFr15 PBOGRAM

PIDNY OFFER THEM VERY MVGN.
THEY WOVLP CALL ME A

"PENNY-PINCHI144 SKINFLINT."
\

NOW NEY
DONT GRUMBLE-

ANY MORE·

ment was indeed amendable to

most proposed captive set-ups.
Four parts of the act, said Mr.
Ross, are especially "encourag-
ing."

. A bank letter of credit satis-

fies surplus requirements.
• Captive companies do not

have to take part in assigned risk
pools.

• Premium taxes are 3%

lower than in Bermuda.

• State regulation is available,
thus making reinsurance easier to
obtain.

ONE RISK manager at the
meeting warned his colleagues
that "the captive may be dead.
The word is out that IRS has

Continued on page 10

ANP T,Kr RENIV WVRI-
BEAVSE I WAS SPENDINS

A SMAU- 1©RWNE ON
THEIR BENERTS PRO*AM.

00

1 WONDER IF I
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Employee benefits programs cost too much for
your employees not to understand. Halltech Reports
are the clearest way of explaining your program at
aprice you know right from the start. And then every-
one will know what you're doing for them.

It isn't hard for a communications gap to come
between you and the effectiveness of the benefits plan
you've set up for your employees.

Studies show that only 5% of management and 2%
of their employees even know what their benefits are.

Halltech Reports clear up this confusion with the
clearest, most flexible benefits reports you can get.
They're custom-tailored to your exact .needs, budget
and taste. And they require a minimum of your time
to put together. We'll take the information needed to
make the reports in any form, but you'll never find
additional charges for information translatign added

to your bill. Because right at tie start we give you a
guaranteed estimate for the whole job.

No matter whether it's a simple one page guide or
an extensive illustrated booklet, Halltech Reports help
you cash in on the full value of your employee benefits
program.

Call or write f6r free descriptive literature
and sample Halltecn Reports.

HALLTECH
88 Pine Street

New York, New Yo-k 10005
(212) 952-1200
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Canadian employers spend 29%
of total payroll on fringe benefits

TORONTO-Canadian em-

ployers now spend from one-fifth
to one-third of total payroll costs
on fringe benefits. Data from
"Fringe Benefit Costs in Cana-
da 1971," published by Thorne
Group Ltd., a Toronto-based
management c6nsultant, reveals
that the 1971 Canadian national

average was 29.04 % of total pay-
roll, or $2,468 per employe.

The Canadian figures parallel
those for U.S. fringe » benefit costs

gathered by the U.S. Chamber of
Commerce, which show U.S.

benefit costs amounting to 30.8%
of payroll, or $2,544 annually per
employe.

The recent Canadian sample
also shows that fringe benefit
costs to employers have nearly
doubled during the last 20 years,

and that close to half that cost

rise appears to have come in the
last four to six years.

The survey, which is based on
findings from 106 firms employ-

ing 436,580 workers, enumerates
benefits including vacations and

other paid time-off, pensions, in-
surance and medical plans and a
variety of other items, ranging
from company discounts to edu-
cational grants.

THE MOST expensive fringe
benefit is the cost of paid time-
off, including vacations, statutory
holidays, coffee breaks and other
rest periods. In 1971 this averaged
$1,101 annually per employe.
Vacation pay averaged $468 and
accounted for 5.49% of payroll.

Close behind the vacation pay

is what the study calls welfare,

which encompasses medical, hos-
pital and sick benefit plans. In

1971 Canadian health plans aver-
aged 5.42% of total payroll, or
$466. Charts show a sharp in-
crease in health costs particularly
in the food and beverage and
chemical industries. Food and

beverage employers reported wel-
fare was costing 8.61% of total
payroll in 1971 as opposed to
5.58% in 1969 and 3.2% in 1967.

The chemical industry has had its
welfare costs rise from 3.38% of

payroll in 1967 to 6.01% in 1971.
All but six of the 106 companies

surveyed had contributory wel-
fare programs. On the average,
the employers bear more of the
shared costs than the employes.
The ratio is 3 to 1.

Pension costs examined were

nearly all shared plans. Only 14
of the 106 employers paid the full
amount for pensions. The chemi-
cal industry showed a relatively
generous ratio of three-to-one in
paying premium costs.

Some other conclusions from

the Thorne study are:
• There has been a significant

increase in the number of em-

ployers giving severance and ter-
mination pay. Some 67% of the
employers offered this benefit, up
.from 58% of the sample two

years ago.

• The proportion of employers
offering educational benefits has
risen to 97 % of the sample from
90 % two years earlier.

Although most fringe benefit
spending is up, the survey also
revealed several benefits which

appeared to be of decreasing

prevalence: profit sharing, free·
meals, savings plans, transpor-
tation and parking, safety cloth-
ing and equipment, Christmas
gifts and company discounts. •

TotalService.

Nowlhat
issavoirElin

Savoir faire is knowing the right thingto do, then doing
it better than anybody else. It's made Tomenson
Saunders No. 1 in service in the insurance business.

Our clients know they'll get exactly the coverage they
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tailor and restructure their insurance programs to meet
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They've come to respect our Loss Prevention
Engineering service as the most efficient in the industry.
They know we have the worldwide expertise to look
after their international insurance needs. And they like
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them money.

Every possible phase of risk management is covered
in our Total.Service approach. But it's the quality of
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Panelists ...
Continued from page 9

ruled that for a captive to receive

tax exemptions, it must deal with
third party risks." He stated that
"two or three" rulings were in-
volved, and concluded that "as a
self-insurance funding vehicle,
the captive appears to be on the
way out."

Mr. Ross added that Bermuda's

negative notereity as a tax-dodge
situation "may still adversely af-
feet the Colorado situation" and

agreed that the main role of cap-
tives would eventually be as prof-
it centers.

Arthur P. Bostwick of Sunbeam

Corp. advised those risk manag-
ers assembled to "make yourself
known as a profit center." He
said that "too often we (risk

managers) are looked upon by fi-
nancial departments and upper
management as an expense cen-
ter. Yet we freed around $250,000
one year by self-insuring."

SELF-INSURANCE has the ad-

vantage of giving a company the
use of its own money, the Sun-
beam risk man said, but he noted
that "nobody's big enough to ac-
cept catastrophic losses. You have
to consider excess cover." A key
factor in obtaining excess, he
pointed out, is the quality of
a risk manager's self-insurance
service company "Excess under-
writers need to be confident in

your service organization."
Others who need convincing,

according to Mr. Bostwick, are fi-
nance people within a risk man-
ager's own company on the mat-
ter of how many cents per share
should be alloted for self-insur-
ance.

"Who holds onto the money is
really the name of the game," he
continued, mentioning a negotiat-
ed lag in premium payments as
one feasible cash flow tool. Mr.

Bostwick also cited the possibility
of an insurer paying an agreed
percentage of uncontested loss
within a specified number of days
as having a considerable cash
flow function as well.

"If self-insurers got the same
tax treatment that carriers do,

we'd all be ahead of the game,"
was his comment. A hearty round
of applause followed. •

Chart ...
Continued from page 3
ses and squint. Now have a longer
cord and I can get up and walk
over to the chart with the phone
in my hand."

And that has been the only
problem.

Mr. Holwerda, whose title is
actually manager of safety and
loss prevention, joined Colt after
' serving a stint as an engineer at
Celanese Corp., where he was
much concerned with safety. "I
guess Colt decided they wanted
an engineer they could teach in-
surance to rather than the other

way around," he said.

HE SPENDS about half his

time away from the office, ex-
plaining, "You can't do this job
from behind a desk. You have to

get out and visit your plants, find
out their problems first hand."

But the other half of the time,
he said he used the chart seven or

eight times a day. "It's invaluable
to me. Most of the information is

in my head but when I need the
basics, there they are."

Mr. Holwerda is justifiably

proud of his control chart and
you can see it when he talks

about · his accomplishment. "I've
never seen anything else like it,"

he noted, adding that there was
always room for expansion. "I've
been thinking about adding pollu-
tion control to the chart. I

think that will be next." •
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Risk manager and broker should
work as a team to assure success

BERKELEY, CA.-The basic
objectives of risk managers and
brokers are "so essentially simi-
lar" that both should work as a
team to assure.success in achiev-

ing comparable goals, according
to Robert M. Levinson.

Mr. Levison, partner in Dinner
Levison Co., San Francisco, urged
the concept of "partnership" in an
address to the regular monthly

meeting of the northern Califor-
nia chapter, American Society of
Insurance Management.

The meeting, was opened by
chapter president Norman S.
Wintemute, Bank of America,
who introduced Mr. Levison as a

member and former president of
the Society of Insurance Brokers
of San Francisco, the National
Assn. of Insurance Brokers and

the Stanford Alumni Assn.
Mr. Levison said "the broker as

well as the risk manager has the
basic objective of providing the
best possible insurance protection
for client or company.

"UNFORTUNATELY," he
added, "the relationship between
the two often is a somewhat ten-
uous one. What fits for one does

not always work for another.
Both are needed, however, to
properly serve society's constantly
expanding industry."

"The disadvantage in this," Mr.
Levison explained, "is that far too
often the risk manager is not at
the top of the business manage-
ment team and is not sufficiently
close to the decision-makers.

"Conversely, the broker more

often is in this position and as an
outside-the-company-expert can
influence those decision makers.

This is an advantage of great
value to the risk manager willing
to accept the broker as a member
of his team."

Mr. Levison added his convic-
tion that "the function of the risk

manager often is much bigger
than his budget or staff. Most risk
managers have too much to do.
They can profit by sharing their
burden with the broker."

HE ALSO cited the Bay Area
Rapid Transit System, now par-
tially in operation, as what he
considers a good example of the
broker becoming, in effect, the
risk manager.

"In the large industries and

Is your umbrella big enough?

40"9 MUAB

companies," he said, "the brokers
work with the risk manager. With
the smaller firms, the broker is in

actuality the risk manager."
He insisted that risk managers

"should use brokers when brokers

can help" and that "brokers

should be needled, if necessary, to
provide such help. After all,
brokers should earn their keep."

He touched only briefly on

broker charges and costs, assert-
ing that "even the brokers them-
selves do not actually know what

their true costs are. In spite of
this, risk managers should not
hesitate to ask what a broker will
charge for helpful services."

THE "SINGLE broker con-

cept," Mr. Ikvison told the ASIM,
"has by now become pretty well

accepted, although some com-
panies, as they grow make the
mistake of using a number of
brokers when they really should
rely, essentially, on one principal
broker."

He also said that the insurance

ARE THE LIMITS ADEQUATE? Vulnerability to many exposures and backbreaking
settlements are part of today's business climate. Chubb's umbrella, or excess liability

capacity, can complement and extend your primary coverage, whether the problem is that of a
small or a large business. Consult your agent or broker about this comprehensive coverage.

CY CHUBB/PACIFIC INDEMNITY GROUPSubsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038

CHUBB & SON INC., Manager Federal Insurance Company • Vigilant Insurance Company • Great Northern Insurance Company
• The Sea Insurance Company Limited • The London Assurance • Alliance Assurance Company Limited • Sun Insurance Office
Limited • The Sumitomo Marine and Fire Insurance Company. Limited • Affiliated with Pacific Indemnity Group through The Chubb

CHUBB ,Corporation i The Colonial Life Insurance Company of America • United Life and Accident Insurance Company • Aviation
Insurance through Associated Aviation Underwriters.

market has changed rapidly in
the area of pricing, producing
'what he described as the "I can

buy it for less" philosophy amtink
risk managers.

"It is a mistake," Mr. Levison
· said, "for the risk manager to
permit this to become his first
aim. The cost of insurance should
always be secondary to the phil-
osophy of service and risk man-
agers as well as their top manage-
ment should realize that all the

brains are not in just one area."
"The broker alone," he also

pointed out, "has very little polit-
ical clout. Combined with the

risk manager and the abilities of
the risk managers' company or
industry, the two can become
mighty effective in marshalling
forces for legislation beneficial to
the insurance industry as well as
to the public.

"Unfortunately." Mr. Levison
continued, "insurance companies,
as such, and insurance brokers, as
individuals, are not well received
or listened to by legislators." •

Fight over
payments

LONDON-Fierce controversy
is blowing-up in Britain over the
scale of payments to thalidomide
children who suffered severely
from the drug which their moth-
ers took during pregnancy elev-
en years ago.

Many of them are now growing
up with lifelong loss of limbs or
other permanent deformities.

Legal battles are still in process
to settle how much compensation
many of them should get.

Distillers Biochemicals, part of
the big Distillers group, agreed
four years ago to settle part of
their claims if allegations of neg-
ligence were withdrawn, and
have lately offered to set up a
trust fund of between $8 million
and $9 million to help children so
far unprovided for. (Business In-
surance, May 22).

But there is a mounting storm
of criticism that this is not high
enough in the light of the chil-
dren's needs and growing infla-
tion, since it would only provide
an average of $25,000 or so for
each of 370 children involved. •

Change in
speakers

NEW YORK-In its Sept. 11,
issue Business Insurance reported
on a speech delivered at the
Product Liability Prevention con-
ference at the Newark College of
Engineering which attacked both
industry and the federal govern-
ment for apparent laxity in the
product safety area. The speech
Lvas attributed to William

Schwartz, general director of the
American Trial Lawyers Assn.

The remarks, however, were
made by Edward Swartz, Boston
attorney and author of "Toys
That Don't Care," and were at-
tributed to Mr. Schwartz through
a name mix-up.

Mr. Schwartz, the conference's
keynote speaker, gave an address
entitled, "Product Liability: Con-
surnerism in the Courts," which
encompassed many aspects of the
product liability problem includ-
ing its development from "Let
the Buyer Beware" to "Let the
Seller Beware."

His address emphasized the im-
portance of prevention and the
movement of the courts to the

doctrine of strict liability. The
thrust of his remarks could be

surnrned up by a phrase he used
twice during his time at the

podium, "It is better to build a
fence around the edge of a cliff
than to station an ambulance in

the valley below." •
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Government moves to supervise
insurance industry more closely

claims, has found that damages in
Britain trebled in the past four
years, it has been forced to hike
its subscriptions.

Mr. Staliworthy declared: "If
the day comes when a doctor can-
not be protected against claims
for negligence, he must cease
practice or risk professional ruin
and bankruptcy.

business insurance, November 6, 1972/15

"Accidents can happen any-
where, but when they are exces-
sive in number or gravity there
are factors other than personal
suffering to consider. Insurance
companies raise their premiums
or even go bankrupt; reinsurance
becomes more difficult, more ex-
pensive, or even impossible; and

. the relevant markets suffer ac-
cordingly, whether these involve
big business or professional men
and women."

The Medical Protection Society
is a kind of "captive" for the
medical profession. It provides
both legal defenses against law-
suits, and pays the damages if its
members lose out in court awards
for treatment of patients.

***

NEGOTIATIONS have been

completed with a group of Lloyd's
and company underwriters to un-

derwrite as a specific class of
business high risk employers' and
public liability insurance.

Cover will be available to such
trades as demolition contractors,
steeplejacks, scaffolders, under-
water contractors and explosive
experts.

The employers' liability cover
is in accordance with the needs of
new legislation, and provides
cover to the limit of $5 million for
any one occurrence, unlimited in
any one year. Territorial limits
are the U. K., excluding Northern
Ireland, and policies are for a
maximum period of 18 months,
with a minimum premium for
any one risk of $600.

Public liability cover provides
an indemnity limit of $1.2 million,
and products liability will be
considered as an incidental ex-
tension to such a policy. •

Executive runs afoul of O.S.H.A.

LONDON-Moves to supervise such proportions that medical
the British insurance industry men are ceasing to practice be-
more rigorously after the $50 mil- cause they cannot afford the
lion Vehicle and General Insur- premium necessary to safeguard
ance Co. crash (Business Insur- them against the heavy damages
ance, July 3) have taken new which the courts award."
shape with a government decision Because the Medical Protection

to appoint a management special- Society, which now looks after
ist to its regulatory set-up. more than 50,000 doctors and

He is Robert E. Beard, general dentists in the event of negligence
manager of the Pearl Assurance
Group, who will join the insur-
ance section of Britain's Trade
and Industry Office on loan this
fall, with a two-year term of of-
fice in prospect.

During the public probe of the
company's collapse, the trade and
industry department was criti-
cized for being staffed by civil
servants alone. The office had no
corporate insurance officer di-
rectly able to advise them on the
intricacies of financial solvency
and other matters.

It was accepted that the British
Insurance Assn., which represents
all major U.K. insurance corpor-
rates, might be consulted from
time to time in a general sense.
But it has no statutory power to
control the industry, and has
never sought to take on such
duties.

Prime Minister Edward Heath

told Parliament this year that, in
fact, the British Insurance Assn.
had "declined any responsibility
for the supervision of insurance
companies."

But the government tribunal
which probed the crash reported
that there were fundamental

problems to be resolved. It also
said it was essential to decide
whether the staff of the trade and
industry office is adequate in
numbers, training, qualifications
and capacity to deal with the in-
surance industry.

Mr. Beard will now supply ad-
vice on solvency problerns and
other matters, using experience
gained from more than forty
years in the industry.

Two detectives from London's
fraud squad have been instructed
to check if there was criminal
negligence by any Vehicle and
General executives before the

company collapsed with heavy
debts.

***

DOCTORS IN Britain are

warned that the cost of medical

negligence is rising, with exam-
ples from the U.S. to show the
perils of lawsuits for professional
liability.

The dangers were spelled out
by John Stallworthy, president of
the Medical Protection Society,
when he told members at its an-
nual meeting: "In some states of
the U.S., litigation has reached

Child labor laws

The Washington supreme court
ruled that violation of child labor

laws can make an employer re-
sponsible for an accident his em-
ploye has on the way home. In
a unanimous decision, the court
linked fatigue of a youth who
worked two shifts with a free-

way accident that left the 17-
year-old permanently disabled.
Marriage of a minor does not re-
move the person from provisions
of the law and the fact that an
employer did not realize his em-
ploye was under 18 is no defense,
the court held.

The sudden and unexpected resigna-
tion of J. Claudius Witherspoon as Gen-
eral Manager of Galactic Industries'
Wombat Division sent shock waves re-
verberating through the world of
cornrnerce.

Widely regarded as an exemplary ex-
ecutive, Witherspoon was marked by
some as an eventual successor to the
firm's revered founder, Julius Galactic,
himself. Although tight-lipped company
officials grimly refused comment on the
shocking termination of a promising ca-
reer, it was whispered throughout the
far-flung Galactic empire that Wither-
spoon had run afoul of the new Occu-
pational Safety and Health Act.
Done in by Fire Protection

His singular lack of knowledge and
concern for the problems of fire protec-
tion represented a grievous and as it
turned out, fatal executive flaw.

O.S.H.A. served to bring his inadequacy
into sharp focus.

Selection and placement of portable
fire extinguishers baffied him. Required
inspection and maintenance procedures
left him in utter confusion. Finally his
failure to provide special extinguishing
systems for the protection of his new,
sophisticated Wombat production line,
set tongues to wagging. A series of small
but troublesome fires and a mounting
number of O.S.H.A. citations culmin-
ated in Witherspoon's disgrace and
dismissal.

Wherein we dwell on what might
have been

Alas, had he only acquainted himself
with the unique products and services of
The Ansul Company, Witherspoon's ex-
ecutive star might still be in ascendancy.
Ansul is engaged in the business of solv-
ing fire protection problems. There are

Ansul Solves Fiire Protection Problems

Photo © 1972 Dave Phillips

presently many firms trafficking in fire
extinguishing hardware, but few who
wish to become involved in such mat-
ters as the interpretation of codes,
standards and regulations, hazard
analysis, employee training and the like.
Ansul does these things as well as pro-
vide a broad line of precision engineered
fire extinguishing equipment and a na-
tionwide service network of reputable
distributors.

We urge all presently employed ex-
ecutives to seriously consider the advan-
tages of using the skill and experience of
Ansul to help solve their own fire pro-
tection problems.

Direct your inquiries about
O.S.H.A. to:

The Ansul Company, n
Marinette, Wisconsin 54143
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Canadian bar unit will

look at prepaid legal
VANCOUVER-Members of the

British Columbia branch of the

Canadian Bar Assn. see a wide-

spread and unanswered need

in Canada for some kind of pre-
paid legal service using the insur-
ance principle similar to group
medical insurance, and have

formed a special committee to ex-
amine the feasibility of such a
plan. A detailed proposal will be
presented at the next annual
branch meeting in June.

If such a proposal is adopted it
would be the first prepaid legal
service plan in Canada.

The kind and extent of services

to be offered are the areas yet to

be thoroughly explored, but the

present concensus among lawyers
is that the prepaid service would

best suit lower-income groups
and those somewhat beyond,
which have not had much contact

with lawyers-and which are re-
luctant to use legal services be-
cause of cost, psychological rea-
sons-or ignorance.

ON THE OTHER hand, the lack

of exposure of the average person
to legal actions has been cited by
the president of the Toronto &
District Labor Council, Donald

Montgomery, as a reason why a

group legal plan would be of little
interest to union members.

Sholto Hebenton, chairman of
the investigative committee, has

countered that argument, howev-
er, by pointing at pioneer legal
care plans in the U.S. which in-

Everu dau ule're Iloser
tn your uinrld=wide
risk problems
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volve group insurance plans with
unions.

Mr. Hebenton has looked to

two U. S. programs-one in Cali-

fornia and the other in Washing-
ton. In each case the state bar

association established a non-

profit legal care corporation
which would act as middleman.

On the one hand it will sign con-
tracts with groups such as teach-
ers, unions or other insitutions to
provide the legal service. On the
other side it will enter into con-

tracts with lawyers to provide the
called-for service to individuals

within the group.

THERE IS also a provision for

transferring to a different lawyer
if service is inadequate, or other
problems arise. In both states the
initial eligible services include
help with ownership of home or
car, drawing up of wills, general
advice and perhaps defense help
on certain crimal charges.

John McAlpine, vp of the B.C.
branch of the Canadian bar, has
advised that the use of para-legal
personnel will be very important
in determining the costs of the
plan. The Canadian lawyers also
realize that any plan will have to
comply with existing insurance
and tax laws and must avoid any
conflict with legal professional
ethical laws.

Safety bill
introduced i-n

legislature
HARRISBURG, PA.-Pennsyl-

vania's version of the 1970 fed-

eral Occupational Safety and
Health Act has been introduced in

the state house of representa-
tives.

The bill sets up a departmental
adjudicatory board to "determine
the disposition of challenges to
citations, notifications that no
citation will be issued, proposed
penalties and periods of abate-
ment, and such other proceedings
as may be determined."

The board, which is the state
counterpart of the federal Occu-
pational Safety and Health Re-
view Commission, would also
hear applications for variances
from safety standards.

It would consist of five mem-

bers-three to be appointed by the
state labor and industry secretary
and two by the state environmen-
tal resources secretary. Board
members could not be employes
of the labor and industry depart-
ment.

THE PENNSYLVANIA Charn-

ber of Commerce said the legisla-
tion "raises several disturbing
points for the employer."

The chamber singled out the
provision that in assessing penal-
ties the board nnust consider the

size of the business, the gravity of
the violation and the history of
previous violations.

"The notable deficiency is that
no consideration is given to the
good faith of the employer in at-
tempting to comply with the safe-
ty standards," the chamber said.
"This factor is found in the feder-

al act and is taken into considera-
tion by federal area directors."

The chamber also took issue

with a section of the proposal re-
quiring employe medical exan'lin-
ations to be made available at the

employer's cost and that examin-
ation results be furnished only to
the employe or his physician and
appropriate state officials.

The proposal is expected to go
to public hearings late this year
and then be considered by the

1973 general assembly. i



OurUnwritten
Policy.

We:re not introducing a new package. policy program.
You are.

You've probably run up against a situation or two
where the product you needed just wasn't around.

We want to know about them. Together, we may be
able to come up with the kind of package you-and a lot of
other producers-are looking for.

Which is what our unwritten policy's all about.
By filling it out and sending it to us you begin the

process of putting that elusive package together.
This unwritten policy isn't altogether new. A couple of

years ago, a West Coast producer had a line on a number
of beauty shops. To close the.sale, all he needed was some
specific coverages not available in one policy from any
other carrier.

So we wrote up a beauty of a package for his beauty
shops.

He got the business.
N6w a lot of other pro-
ducers are using that
same program.

The same thing happened again last year. A producer
needed a package to cover a bunch of fast-food restaurants.

We put all the ingredients together and served up a
delicious solution to his problem.

Our point is this: If we can write a package that will
help you, it will help us, too.

So if you're tired of poking around for a policy that
may or may not cover your needs, start filling in our un-
written policy.

Write now.

 Consolidated Mutual Insurance CompanyMember Company: Improved Risk Mutuals
V Brooklyn, Boston, Chicago, San Francisco, Los Angeles,
T Rochester, Albany, East Orange, Miami.

Whenyou needaCompany.Not justa policy.
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/ 345
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editorial opinions

An opportunity for risk management
 LSEWHERE IN THIS issue is the second of two articlesthat detail how the city of Yonkers, N.Y., is fighting
municipal waste and trirnming the fat that resulted in a $16
million budget deficit a few years ago. The first article ran
in Business Insurance Oct. 23.

We find Yonkers-a city of 230,000 that sits on the north-
ern fringe of Manhattan-an interesting case for risk man-
agement people to ponder.

Yonkers, N.Y., faced up to its financial problems by adopt-
ing an approach to government that uses professionals to ad-
minister the city, much the same way an efficient corpora.
tion is run. Among other things it hired an insurance and
safety administrator from the ranks of private industry and
gave him the go-ahead to identify and treat risk exposures
that could result in financial loss to the city. Robert M. Bie-
ber, former assistant insurance manager of Schlumberger
Ltd., New York specialists in oil well services, took the job.
Mr. Bieber and his broker, Marsh & McLennan, have been at
work on Yonkers' risk problems for some time now. The
fruits of their labors are beginning to tell.

Our reasons for looking at Yonkers are several.
First of all, it is always nice to relate success stories, and in

this particular case it is especially refreshing because a few
weeks ago we ran a story about a New Jersey county where
wide-scale insurance buying abuses were uncovered (Busi-
ness Insurance, Sept. 11). Lawn mowers, for example, were
insured in Atlantic County, N.J., under county motor vehicle
insurance policies that had $50 deductibles-and at the ex-
pense, of course, of the taxpaying residents of the county.

Second, we feel that many municipal insurance programs
have been and continue to be poorly managed and tied to

political strings. How many votes, for example, can an insur-
ance agent or broker deliver per $1,000 of a town or city's
insurance budget. Too often, we suspect, that is the major

question when addressing a to,wn or city's risk problems.
Third, we see a tremendous opportunity for the risk man-

agement profession here. Our reasoning goes something like
this: Risk management is becoming more and more sophisti-
cated, there is no doubt about that. An increasing number of
U.S. corporations are recognizing the value of having a key
executive-a vp, say-charged exclusively with conserving a
corporation's assets by properly managing its risks. In the
futuI'e, therefore, there is going to be an even greater de-
mand for risk management professionals (the old law of sup-
ply and demand). That can indeed be an exciting possibility.

Beyond that, though, there is the opportunity for those
still studying risk management to get into the field on their
own local level. We've said this before, of course, but it bears
repeating: Why shouldn't an insurance manager promote
good risk management in his own community? A good place
to start is by asking a few questions at local budget hearings.

Perhaps, also, it is a good time for·an organization such as
the American Society of Insurance Management to get into
the act. The society is moving, it has established some educa-
tional goals and is working toward them. However, we have
seen ASIM do little in the area of municipal or governmental
insurance management. The firm establishment of the risk
management concept on the governmental level, we feel,
would go a long way toward promoting the overall goals of
the society and, most importantly, its members.

Perhaps now is the time for ASIM's leadershiI) to cast an
eye in that direction.

ASI M hesitant about exerting force
rn HE AMERICAN Society of Insurance Management's
1 handling of its current "frustrations" with the National

Assn. of Insurance Commissioners and insurance industry
groups (see story elsewhere in issue) leaves us a bit puz-
zled. It appears that ASIM remains hestitant about exerting
its full force as the organization representing the largest
group of insurance consumers in the country.

We wonder why ASIM refuses to press any further than
by way of one letter and a "few informal contacts" in
seeking nomination to NAIC's consumer advisory comrnit-
tee. ASIM certainly showed no compunctions in calling
a press conference to air its feelings, but how much actual
behind-the-scenes effort has been made by the association
to establish a dialogue on that matter with the NAIC?

An editor of this magazine phoned NAIC headquarters
and, within rninutes, was informed about the status of the
norninees, the problems involved in amassing potential
consumer committee members, the name and phone number
of the nominating subcommittee chairman and even given

a statement that "ASIM is certainly in the forefront of
those to be considered." Surely a duly-delegated ASIM
representative could not only have received the same infor-
mation just as easily, but articulate in a personal way to the
right people precisely why ASIM should be represented on
the ccnsumer panel. Not receiving a reply to one lone let-
ter-for whatever reason-provides no justification for be-
meaning a cause not yet lost.

A more complex situation arises from ASIM's exclusion
from consideration on comprehensive general liability form
revisions. A number of those present at the ASIM press
conference asserted, quite forcefully, that more blame for
this lay with carrier associations than with insurers.

Perhaps there's ·a lesson in that for ASIM itself-namely,
fight solidarity with equal solidarity. We wonder if
the reaction would move in a more positive direction
if ASIM presented a concerted lobbying effort of its own,
bluntly emphasizing just how many premium dollars it
aggregately spends.
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letters
This column is a readers' for-

um. Letters are welcome. Address

Letters to the Editor, Business In-

surance, 630 Third Ave., New
York, N.Y. 10017.

Professional liability
To the Editor: We were inter-

ested in the article on profession-
al liability which appeared in the
Sept. 25 issue of Business Insur-
ance.

Our interest stems from our ex-

perience with the subject matter
which is significant to us in that
we set up a department in 1969
for the sole purpose of adminis-
tering to the insurance needs of
architects and engineers in Can-
ada.

The fact that many insurers
have withdrawn from the Cana-

dian market is not new as our pro-
fessional liability division owes
its' existence to this fact. Since

its' inception, and our prior de-
velopment of markets in anticipa-
tion of the market shortage, our
program has been broadened by
way of coverage and rates have
improved substantially. This is
contrary to the statement made
by the underwriter quoted in
your article.

We believe the reason for the

experience of our program run-
ning contrary to the general trend
is that our plan is geared solely to
Canadian experience.

Our program embraces deduct-
ibles as low as $5,000; however,
the larger the firm, the larger the
deductible. The scale for deduct-

ibles is in relation to the size of

the professional firm and imposes
no undue hardships on them.

Our program has been success-

ful to date due to the support of
leading architectual and engi-
neering firms and we are con-
stantly endevoring to improve
our product. The success of our
program in the long run, howev-

er, will depend on the continuing
support and cooperation of the

Canadian architects and engi-
neers.

Donald I. Brown

Vice president and director,
E. A. Whitehead Inc., Toronto,
Ontario, Canada

Aviation insurance

To the Editor: On the front page
of Business Insurance dated Oct.

9, you had an article entitled "Air
disaster is insured under $2 mil-
lion policy." In the body of the
article you stated that "aviation
insurance industry sources re-
vealed that the rebuilt F-86 fight-
er plane, owned by Spectrum Air
Inc. of Novato, Ca., was covered

by a policy written by Crump Ex-
cess in London."

I was in Los Angeles at the
time of this disaster and was told

that this runnor had spread

throughout the aviation insurance
industry both in San Francisco
and Los Angeles. I assume the
reason for this rumor is the, fact

that we do write a large volume
of aviation business and for years
have written specialty coverages
such as cropdusters, flying clubs,
old aircraft, etc. However, to set
the record straight, we did not
write the coverage mentioned in

your article.
Earl R. Lanning

Executive vp, Crump Aviation
Underwriters, Memphis, Tn.
Editor's note. Mr. Lanning is

indeed correct. The coverage was
written bv Lloyd's of London
through a Los Angeles broker.

Crump Aviation Underwriters,
Memphis, was not involved.
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As a company director or officer, you
have two choices these days:

Get the right coverage to protect
yourself against litigation. Or get lucky.

For those who don't mind trusting
the Fates, we'll be glad to send along a
rabbit's foot. With our compliments, but
with no guarantees.

For our more prudent friends,
American Home provides Directors and
Officers Liability Insurance through
agents and brokers.

We underwrite more of this insur-

ance for our own account than any other
U.S. company. And we're writing a
greater amount of it from year to year,
as legal actions become more frequent

4

and more expensive.
They're happening now to those

in private and public companies. In non-
profit groups and family-owned busi-
nesses. There are stockholder actions,

too, involving large and small corpora-
tions. And the reasons for these actions

range from missing too many directors'
meetings to endangering the value of the
stock.

The expense to the director or
officer may be heavy in defense costs,
stiff judgments and wasted time.

American Home is ready to help
you. Mail the coupon today and we will
tell you how.

American Home
1
I Assurance Company
1 A member company of American International Group
1 Dept. A, 102 Maiden Lane, New York, N.Y. 10005

| 0 Send me both. The rabbit's foot for laughs. And the
I facts about D&0 Insurance to keep me smiling.

, 0 I make my own luck. Send only the facts about your
 Directors and Officers tiability Insurance.
 0 Ill take my chances. Send the rabbit's foot, and skip

the insurance information.
1

 0 rm a broker or agent. Send me the whole package

 and the rabbit's foot.
1

1 Name
1

1 Title
1
, Company

Address
1

| City State Zir
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Different slant to international benefits programs
BOSTON-Many of the large

life insurance companies have, it
appears, seen the need to provide
employe benefits programs for
multi-national corporations at all
their branches in many different
countries. Most of them solve the

problem by signing an agreement
with a big overseas insurance
company which has offices in
vital cities.

The John Hancock Mutual Life

Insurance Co., however, has gone
at the problem from a slightly
different angle. Instead of signing
with one huge foreign insurer,

wnal
We
really

salvage
IS

money...

John Hancock now has agree-
ments with 22 different insurance

companies around the world.
Each of the companies has a sep-

arate agreement with John Han-
cock and each associate insurer

participates in the program only
where its head office and prin-
cipal branches are located.

The plan, called the Interna-
tional Group Program, was spe-
cifically designed to meet the
worldwide group insurance and
pension needs of multi-national
corporations and, according to
Victor Lutnicki, John Hancock's

Yours!

UNDERWRITERS SALVAGE COMPANY
QUICK ACTION

OF NEW YORK - -,THE» »
HEADQUARTERS: 125 ENTIN RD., CLIFTON, N.J. · 201329-5454 · 212-966-5454 COMPANY

THE USCO PROFESSIONAL SALVOR ESTABLISHES A CLIMATE OF

• RESPONSIBILITY

• CONTROL

• SECURITY

Adequately Staffed Branch Facilities Provide the Salvor Services You Require.

SEND FOR OUR COPYRIGHTED BOOKLET "SALVOR OPERATION PRINCIPLES"

executive vp, "The program can
give an American company the
kind of first-class insurance serv-

ice it expects in any country in
which it does business."

MR. LUTNICKI further ex-

plained, "Say you have an Ameri-

can insurance manager whose
company has branches in eight
foreign countries. Through the
plan, we can show him a run-
down of benefits which reflect

competitive needs and the local
customs of the country where the
branch is located. We can quote
rates immediately and guarantee
him that his foreign plant will get
all the competitive advantages.
And, because of the greater
spread of risk, we can pay him
his dividend right here in the
U.S."

Under the program, premiums
are paid to the associate insurer
in local currency and are charged
at customary local rates. The as-

sociate insurer pays all claims in
local currency and the local divi-

dend, which is based on pooled
claim experience, is paid regard-
less of the actual international

claims level.

Other features of the IGP,
which Mr. Lutnicki described as

strongly, broker-oriented, in-

clude:

• Free transfer of pension re-

serves from one IGP plan to a-
nother for any employee whose
permanent location is changed.

• Maximum amounts of non-

medical group life insurance in

each country that are a function
of the worldwide volume of cov-

erage in IGP (subject to legal
limitations ( in some countries)
are offered.

• Continuous local service

coordination in Europe through
the facilities of John Hancock In-

ternational Services, S.A.
Mr. Lutnicki said that the IGP

. network covered 128 branch of-

fices of large corporations around
the world and had $600,000 mil-
lion in force, which he predicted
would double within the next two

years. The program was estab-
lished in 1967.

"ONE OF THE beauties of this

plan is that it works both ways,"
Mr. Lutnicki told Business Insur-

ance. "In other words, it doesn't
benefit American companies
alone. If a German firm with a

branch in the Netherlands needs

a plan designed, IGP will also
work for him."

He pointed out that the com-

panies associated with IGP have
meetings "about every year-and-
a-half" where sales, actuarial and
underwriting personnel from the

insurers get together with bro-
kers, consultants and customers
to discuss their problems.

Mr. Lutnicki said that the in-

surance network covered all

countries in the western world

and Japan signed last •

Massachusetts Blue Cross will

pay legal costs for over charged
BOSTON-Massachusetts Blue

Cross will pay legal expenses for
subscribers sued by hospitals for
refusing to pay charges in addi-
tion to their regular Blue Cross
coverage, according to a spokes-
man for the health plan organiza-
tion.

Blue Cross offered legal assis-
tance after a number of Bay State
hospitals reportedly decided to
bill patients for the difference
between the amount collected

from Blue Cross-under terms of

an on-going, state imposed freeze
-and the new, higher hospital
rates that would have become ef-

fective Oct. 1.

Fred P. Chapman, a Blue Cross

vp, said:

"Our position is that they

shouldn't have to pay ( additional

bills) at all. We have told them

not to pay these bills, and we

would be interested in knowing

about any specific cases in which

a subscriber received a bill on top

of what the hospital had already
received from Blue Cross."

Mr. Chapman said that Blue
Cross hoped that the Massachu-
setts Consumers Council and state

attorney general Robert H. Quinn
would support its defense of the
3.1 million Blue Cross subscribers

against additional hospital billing.
The Blue Cross offer of legal

assistance, he said, was applicable
only to subscribers with coverage

for the full cost of semi-private

rooms, and not to those with in-

demnity contracts, which normal-

ly picks up the tab for a portion

of hospital charges.

THE EFFECT of additional bill-

ing would be to circumvent a
freeze on what Blue Cross would

pay on behalf of subscribers.
Blue Cross insisted that a new

state law, activated when its con-
tract with hospitals expired Sept.
30, froze what it must pay hospi-
tals for subscriber care at the

94/I- '1 A MEMBER
 .f OF THE
11 HOWDEN SWANN

GROUP

WaA EXPANDS BANK PROGRAM

A new Master DIC Cover has been designed

for financial institutions by W&A. The first

section provides single or dual coverage for

DIC (or Full All Risk) on risks in the course

of construction or repair. The second sec-

tion is designed for completed risks that

require broad form coverage on either a

single or dual interest basis.

NEW YORK
Howden Swann Ltd.

55 John Street
New York, N.Y. 10038

(212) 349-3020

A Master F&EC Cover is also ayailable for

"owned" propertiesand/or situationswhere

the Mortgagor fails to obtain the required

F & EC coverage on his own.

Call or write your local W&A branch or

contact our home office Financial Institution

Department in New York.

W&A deals exclusively through Agents and Brokers

PENNSYLVANIA

Wohlreich & Anderson,
Ltd.,(Inc.) (Pa.)

570 DeKalb Pike
King of Prussia, Pa. 19406
(215) 265-6210

NEW JERSEY

Wohireich & Anderson,
Ltd. (N.J.)

1 Grand Union Plaza
North Arlington, N.J. 07032
(201) 991-5611

OHIO
Wohlreich & Anderson

Agency
662 Hanna Building
Cleveland, Ohio 44115
(216) 241-2917

CORRESPONDENTS IN ALL OTHER STATES

WASHINGTON, O.C.
Wohlreich & Anderson

(D.C.) Ltd.
1735 Eye Street N.W.
Washington, D.C. 20006
(202) 223-1696

NEW ENGLAND
Wohlreich & Anderson

(New England) Inc.
One Boston Place
Boston, Mass. 02108
(617) 723-5770

level in effect at that time.

Most Bay State hospitals had
planned to boost rates Oct. 1
(which begins their fiscal year).
Rates, in fact, did rise Oct. 1, but
the level of Blue Cross reim-

bursement continued at the same

level.

HOSPITAL interpretation of the
new state law-initially proposed
by the Massachusetts Hospital
Assn.-was said to markedly dif-
fer with that of Blue Cross and

the state.

MHA vp Patrick R. Carroll re-
marked: "We do not believe it

freezes charges, and certainly not
costs. The law calls for payment
of 'reasonable costs' and we do

not believe that frozen costs can

be considered reasonable."

Understandably, the absence of
a Blue Cross agreement with hos-
pitals across the state has pro-
voked both administrative woes

and considerable legal delibera-
tions. •

Canadian

pension plan
VICTORIA, British Columbia

-The province of British Co-
lumbia is anxious to find out how

much of the province's proposed
$200 guaranteed monthly income
for old age pensioners will be
provided by the federal govern-
ment.

The federal government will
have to make "some adjustments"
in the Canada Assistance Plan,
said Norman Levi, British Colum-
bia's rehabilitation minister. Mr.

Levi said he wants a statement in

writing from federal health min-
ister John Moore, detailing how
the federal government will take
part in the program.

Norman Cragg, director of the
Canada Assistance Plan, met here
with Mr. Levi along with several
other federal officials for a dis-

cussion of the provincial plan.
Following the session, Mr. Cragg
said some phases of the British
Columbia plan meet the guide-
lines of the Canada Assistance

Plan but some do not.

Cragg commented: "What we
have to do now is examine them

in greater detail to determine to
what extent they do meet the
conditions and, if they don't, what
steps need to be taken." •
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This is what NWNL's new SIB

(Survivors Income Benefit) group plan is
all about. By providing a lump sum
benefit with group life insurance plus a
continuing monthly income with SIB, it
relates benefits to needs.

Let's say John is 35. His wife 33. They
have two children: 6 and 2. And John earned
$20,000 a year. If John's wife didn't remarry
and lived to age 62, the benefit would

total over $2CO,000 under the SIB plan.
So you can readily see the importance

of this plan zo families of younger employees
and to employers who must attract, keep
and reward bright, young employees.

If you have at least 35 individuals
eligible for group life insurance protection-
either fully or partially company-paid-
drop the coupon in the mail today for
more information.

 NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

BOX 20 · MINNEAPOLIS, MINNESOTA 55440

Yes, tell me more about your SIB plan.

Name

Address

Citv Stmtp Zin

4

K
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Agent/Broker Directory
Available Now

Because of the demand for the profiles tables, charts and anal-
yses contained in the July 31 issue, this information has been
published in the form of a 6" x 9" desk-top directory. The
annual Business Insurance Directory of Commercial Insurance
Agents & Brokers, September, 1972, edition contains this impor-
tant information for use by corporate insurance buyers, financial
institutions, consultants and government officials. Readers may
order copies by filling in this coupon and mailing it to: Business
Insurance, 740 Rush Street, Chicago, Ill. 60611.
Please send me copy (s) of the Business Insurance Di-
rectory of Commercial Insurance Agents & Brokers, September,
1972, edition. Please enclose payment with order.

NAME

COMPANY

CITY

STATE

ZIP

COST

1-9 copies
$4.95 each

10 or more

$3.95 each

More rules proposed
for state insurance ads

MADISON, WI.-The prohibi-
tion of testimonials in accident

and health insurance ads-such

as those featuring television per-
sonality Art Linkletter-was pro-
posed by Stanley C. DuRose, state
insurance commissioner. The pro-
posed rules also would restrict
the use of such advertising claims
as "cash income" and "extra

cash."

Six months in preparation, the
23-page code "would revolution-
ize the merchandising of accident
and sickness insurance, particu-
larly in the area of mail order in-
surance," Mr. DuRose said.

Mr. DuRose scheduled a public
hearing on the tough set of regu-
lations for Nov. 17 in the state

capitol. He said restrictions were

needed because much advertising,
while not untruthful, is highly
misleading and confusing.

1VIr. DuRose said the proposed
curbs were the most significant
new regulations in the health and
accident field since 1961 when

Wisconsin enacted a law prevent-
ing unlicensed companies from
doing mail order business in the
state.

AFTER THE Nov. 17 hearing,
Mr. DuRose is to review and pos-
sibly rewrite the proposed rules
before putting them into effect.

The restrictions would ban the
use of numerous terms unless

they were literally true. That
would include such slogans as
"fills the gaps in Medicare, " 64safe-

Apre-packaged
Group Pension Plan
really doesithave

alltheanswers.
61

Will we be able to install a plan for our salaried
employees only?

(% 'h»-0·J -- "What will betheeffecton comparability of
benefits for our bargaining unit?"

--  " How shall we handle volun-
/ C, _ i -ltary employee contributions?

"What about protecting the
i rights of participants in our...

p.-b/-/8 former plan?"
"What vesting provision is

necessary?"
"Can it be made compatible- 1,0- 1

with our profit-sharing plan?"

1 Whynotleta Mutual Benefit

P#8' Life Group Pension Specialistj --  answer the questions you might have
aboutyour pension situation. He doesn't

: believe that your plan should just come right,

off the shelf. He'll also give you a free copy of
"Developing the Company's Retirement Plan," an easy-to-read booklet
that takes much of the mystery out of Group Pensions. Address your
inquiries toi Director of Group Pension Sales, Mutual Benefit Life, 520
Broad Street, Newark, N.J. 07101.

For the Group Pension Plan that best fits your needs,
remember our name. MUTUAL BENEFIT LIFE

THE MUTUAL BENEFIT LIFE INSURANCE COMOANY NEWARK, NEW JERSEY SINCE 1845

guards your standard of living"
and "guarantees your income."

The rules would require that
policies be identified as belonging
to one of six basic types, for
which minimum coverage stand-
ards would be prescribed. A poli-
cy failing to meet the minimum
standards could be advertised but

must bear a designation that it
doesn't come up to standards.

The rules also specify that all
ads must contain a brief summary
of benefits, set apart from the
text of the ad; that no ads would
be permitted which claim that
buyers would be uniquely eligible
for some special policy; that
statements to the effect that a

company is licensed to do busi-
ness in Wisconsin must carry a
notice saying that such a situation
is not to be construed as an en-

dorsement by the state; and that
agents are prohibited from re-
commending accident and health
insurance without reason to be-

lieve that the policy would be
suited to the buyer's needs. •

Rate cut by
California

FAIR Plan
LOS ANGELES-California's

FAIR Plan Assn. has announced

a rate reduction of up to 50 %, as
of Oct. 15, for policies under their
commercial crime insurance plan.

These rate reductions, accord-
ing to Charles R. Ford, chairman
of the plan's governing commit-

tee, are being made to encourage
agents and brokers to market the
policies more actively to small
businessmen who have been una-

ble to obtain coverage in the in-
surance market.

The small businessmen who

previously had to pay higher

rates under the plan's commercial
crime rating system-because
their annual gross receipts ex-
ceeded $25,000 per year-are now
eligible for, the lower rate if
their total receipts do not exceed
$100,000.

Lesser rate reductions were in-

stituted for businesses with gross
receipts of between $100,000 and
$1 million annually.

MR. FORD gave us an example,
a grocer in a high risk area such
as Los Angeles or Oakland, with
gross receipts of just under
$100,000. The grocer would have
paid $140 for $2,000 of robbery
coverage, $120 for $2,000 of bur-
glary coverage, or $234 for both

under a package policy. Under
the new rates, he pointed out, the
policies would cost $70, $60 and
$117 respectively-exactly one-
half of the old rates.

This rate reduction for the Cal-

ifornia plan is in line with the
rate revision offered by the feder-

al government in states that have
federally run crime insurance
programs. •

New insurance firm

Land Stability Insurance Co.,
San Francisco, has been capital-
ized to the amount required by
California law and the firm has

applied to the state insurance
commission for authorization to
conduct business within Califor-

nia. The company will insure
homes and home sites in new de-

velopments against land failure,
including landslides, mudslides,
subsidence, buckling and heaving.
Such coverage has not been avail-
able in the insurance market
since 1957 when conventional un-

derwriters experienced severe fi-
nancial losses.
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DollarPoucyVt: PNallable

Here's the scoop ! The St. Paul
is now making the "Family
Security Umbrella Policy"
available to groups of five or
more employees at a special rate.

The Family Security Umbrella
Policy is an extra peace-of-mind
package that your key men and
women will really appreciate.
(It's pretty generous protection !)

Here's how it works: Family
Security Umbrella Policy provides
liability coverage in ezcess of
primary personal liability
insurance. In most cases, we can
include an excess major medical
option !

Best of all, the cost per
employee can be as little as
10¢ a day!

Our service is solid ! It's one of

the specialities of The St. Paul,
(and probably the reason that
"service" is called our most

popular-unwritten-policy).
In fact,

88.3% of our
agents tell
us we give
service equal
to or better

than their major company

You'll benefit, tool Offering your =
eligible employees a million dollars
worth of insurance at competitive
rates is an indication of your 
concern and good business sense,

too. Your people won't forget it.
And, Family Security Umbrella
will fit right in with your present
employee insurance benefit plans.

See for yourself. Find out just
exactly how our million-dollar
plan can become one of yottr
employee benefits. Call your
St. Paul agent right away.
(You'll find him listed in the
Yellow Pages.)

THE ST. PAUL
COMPANIES

Serving you around the world... around the clock
St. Paul, Minnesota 55102

St. Paul Fire and Marine Insurance Company, St. Paul Mercury Insurance Company, The St. Paul Insurance Company.
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Whir/poo/, union disagree over noise
problems, OSHA is caught in middle

ST. JOSEPH, MI.-Federal in-
spectors found 38 violations of
OSHA's 90 decibel noise limit
in Whirlpool's washing machine
plant here last year.

The union that represents
many of the plant's workers, the
International Assn. of Machinists,
has expressed its disapproval of
company action (or lack of it) in
cutting down plant noise.

Whirlpool, however, claims it is
doing all it can to protect the ears
of its employes.

It was one year ago that local
1918 of the IAM filed a complaint
with the U.S. labor department
because of what they claimed was
excessive noise inside the wash-
ing machine plant. Federal in-
spectors found noise limit viola-

tions and also cited the company
for 21 housekeeping errors.

A Whirlpool spokesman said,
however, that most of the house-
keeping citations were for minor
violations, such as placement of
posters on bulletin boards. The
union has admitted that all of the
housekeeping hazards have been
cleaned up.

But, in its weekly publication,
the union proclaimed: "But most
of the noise problems are con-
tinuing. If the company has its
way, they will continue to threat-
en worker's hearing for years to
come."

Angelo Cefalo, IAM's safety
representative in Washington, re-
ported in the newspaper that
Whirlpool's first progress report

to the area director of OSHA in
Detroit cited these improvements:

• Noise coming from a sheet
lifting machine was cut from 103
to 75 decibels, but background
noise raised what the machine's
operator heard to 93 decibels.

• Whirlpool designed and

built its own conveyor feeder to
replace bowl feeders, resulting in
a drop from 101 to 91 decibels.

In spite of Whirlpool's im-
provements, Ed Kepp, represen-
tative for local 1918, claims the
progress ia inaudible to workers.

MR. KEPP said the biggest
noise problem in the plant are
punch presses, which are as noisy
as ever. Whirlpool's report to
OSHA set the date for abatement

of punch press noise at December
1973.

In Whirlpool's defense, a com-
pany spokeman said the biggest
problem in lessening plant noise
levels is getting new machines
that are designed to meet OSHA
regulations. He said such ma-
chines are being built, but that
every plant needs them and long
periods of waiting for delivery
are common.

"Whenever we buy new equip-
ment...we also look for those
with lower noise levels, " he ex-

plained. But he added that every
other company must also meet
OSHA's rules and the machinery
just isn't available in large
enough quantities to effect a
quick and complete turnaround
of noise levels.

THEY'RE strict; and I'm not
saying they're wrong," said the
spokesman of OSHA standards.
"But when the government came
out with this (OHSA), you just
couldn't get the equipment."

Before you choose
an insurance broke

talk to one of the top four.
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21 professional teams that did,
chose Frank B. Hall& Co.
Professional sports teams have some of the

toughest insurance problems you can imagine. And
it takes more than iust a big insurance broker to solve
them. Because they need a lot of personal care and
attention. The kind that Frank B. Hall & Co. gives to
each and every one of our clients.

For example, one of the first things our sports
specialists do is review everything from business con-
tracts to the shoes the players wear.

So when you read that the number one draft
choice has signed with a team, chances are a maior
part of his contract stipulates a special insurance
package including deferred compensation among
other benefits.

We show the teams how to buy only the
insurance they really need, designed to their specific

requirements, from those carriers we know will give
them the best possible security and service.

And to make sure our clients get prompt
answers to any problems that might arise we assign
a sing|e account executive to coordinate the whole
plan.

Now you know some of the reasons why 21
professiorol sports teams chose Frank B. Hall & Co.
to serve all their insurance needs. They're typical of
the kind of services we offer our clients no matter what
business they're in.

If you had to choose an insurance broker
right now, which one would you call first?

-rank B Hall &Co, Inc.

Frank B. Hall keeps you in good company.
Average Adjusters. Employee Benefits Corsultants.

Offices in Adelaide, Anchorage, Atlanta, Boston, Brisbane, Caracas, Cedar Rapids, Dhicago, Coral Gables, Dallas, Detroit, Hong Kong,
Honolulu, Jacksonville, Los Angeles, London, Melbourne, M6xico City, New Orleans, New York, Oakland, Orlando, Oslo, Perth,

Philadelphia, Pittsburgh, Portland, Ore., Providence, Salinas, San Francisco, Seattle, Sydney, Tel Aviv, Washington, D.C.

He did, however, question the
union's noise level figures, ex-
plaining that silent stock tubes,
sound absorbing shields and

blocks and mufflers have been
installed throughout the plant.

He also questioned what the
union has said is a 1974 date for
Whirlpool's start of a plant-wide
noise study. Such a study is con-
tinuous, he explained, though he
did agree with the union-which
stated in its publication-that
Whirlpool could resolve its noise
problems by December 1975.

The spokesman said a hearing
conservation program has been
going on since early 1971, and a
date in 1975 for solution of the
problem is realistic.

BUT AGAIN, the union disa-
greed, and stated: "The Whirlpool
report is a classic example of foot
dragging." Mr. Kepp noted that
OSHA officials think that much
of the Whirlpool noise abatement
program is too stretched out. He
added, "OSHA isn't doing much
about it except writing letters."

According to the union news-
paper, an OSHA letter to Whirl-
pool labeled many parts of the
company's program "unaccepta-
ble," primarily because of timing.
In the letter, Whirlpool was asked
to furnish noise levels, number of
employes affected and their ex-
posure time and target dates for
ending high noise levels.

Mr. Kepp's last word was: "If
OSHA is really concerned about
time, then let's stop writing let-
ters and get on with the job of
eliminating the noise on these
jobs.

$200,000
awarded to
U.K. student

LONDON-Blinded British stu-
dent Merry Hamp, 18, who is en-
rolling in a Houston university,
has won damages of nearly
$200,000 from a lawsuit over her
injuries.

She was at a convent college
run by the Sisters of St. Joseph in
Cheshire County seven years ago
when her sight was impaired in a
laboratory blast.

Now she has recovered it

slightly after a series of opera-
tions in Houston. The British high
court ruled she was entitled to
this highest-ever award for a
woman in Britain because of pain
and suffering and loss of ameni-
ties.

She returned to the U.K. to
fight the lawsuit, which her fa-
then a London television execu-
tive, helped to bring because of
her ordeal in combating her dis-
ablement.

THE AWARD includes dam-
ages for loss of future earnings,
and for medical expenses, and
will bring a shock demand to the
convent, which is not insured
beyond $60,000.

Britain's department of educa-
tion is advising all schools and
colleges throughout the country
to review their insurance cover
because of this lawsuit award,
which is notably high by British
standards.

Previous top damages for a
woman were $145,000 paid last
March to Polly Harris, 17, who
suffered brain injuries in an auto
crash. The largest award on rec-
ord in British courts is just over
$200,000, or about $8,000 more
than Miss Hamp got, for David
Butterworth, 22, who was robbed
6f his speech and other faculties
in an auto crash.

The convent is appealing
against the award to Miss Hamp,
but it will take several months
for the ease to be heard. •
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No explosion...because Z-As
B &M engineering representative got there first
If a structural weakness doesn't ruin a pressure vessel,
erosion or corrosion will. Ultimately a dangerous
condition develops. Like the crack shown above.

Z-A engineering representatives hear such cracks
by using pulse-echo techniques... often without
stopping production-because they can test from one
side at temperatures as high as 500° and determine
thickness to within 1/1,000 inch.

Z-A protects you... helps you plan your

replacement schedules on an orderly basis with
minimum production loss... helps you effect real cash
savings right now by establishing an engineering basis
for provable reszrves for depreciation. That's a lot
for one company to do for an insured.

You can include this superb protection in any
Z-A commercial package policy or have it written
separately. Your Independent Agent or Broker can
arrange it. Ask him to call us today.

ZURICH INSURANCE COMPANY
AMERICAN GUARANTEE & LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COM'ANY
ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd., Chicago. Ittinc Is 60604, Phone: 922·3124
OFFICES IN: Atlanta, Baltimore, Birrningham. Boston, Buffalo, Canton,
Chicago, Cincinnati, Clevelend, Dallas, Denver, Detroit, East Orange, Grand
Rapids, Greensboro, Houston, Jackson, Miss., Kansas City. Latham. N.Y.,
Lexington, Ky., Los Angeles, Louisville, Milwaukee, Minneapolis, New
Haven, New Orleans, New Yark, Philade phia, Phoenix, Pittsburgh, Portland,
Richmond, Sacramento, St, Louis. San Francisco.

1UOCH GROUB
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Good, bad points ot closed circuit
tv discussed at security conference

By JOHN REVETT

WASHINGTON - To people
afraid of being mugged in the
hallway; real estate companies
with multi-apartment complexes
to cover; retail chains with mil-
lions of items that might be lifted,
and to warehouse or plant mana-
gers hit by thefts; there's no ques-
tion about the value and desira-

bility of closed circuit television
security systems.

The intruder or mugger is in-
stanvly spotted, and, provided
someone is watching at the other
end, quick action is possible. The
cameras can intimidate shoplift-
ers or catch them in the act.

They can discourage workers
who might be tempted to steal
from their employers. They can
also help cut down on insurance

rates-though proof of loss re-
duction, not j ust their presence,
'would be the determining factor.

But gratefulness or a warm
sense of security is not the only
feeling that accompanies the ad-
vent of CCTV as one of the star

items of the mushrooming "secu-
rity industry." There's also mild-
to-extrerne irritation-in sonne

quarters indignation. Not every
couple returning from a date, for
instance, might like being

checked out by the "electronic
doorman." And looking up from
the tie rack in a department store
to see the camera's eye at nearly
point-blank range can leave the
potential buyer with a chill that
might not help sales.

MAKERS OF CCTV systems
know there are troublesome side

effects. One, discussing the indus-
try's growing pains at a recent
international seiurity confer-

ence in Washihgton, noted that
some employers have had diffi-
culty keeping all of their CCTV
cameras in repair in work areas
-not because of defects in the

cameras but because employes

Soviet airline
.

insurance

LONDON-Inquiries by Blisi-
ness Insurance suggest that the

world's worst air disaster, in
which 172 people died in a Soviet
airline crash, will be wholly cov-

ered by the airline's own funds-
-if any claims are made.

Several westerners, including
Chileans and Peruvians, were on
the Ilyushin jet airliner of Inter-
flot, the Soviet state airline,
when it crashed near Moscow as
it was about to land from Paris

on Oct. 13.

Sources in London say no

reinsurance claims have been

made on Lloyd's or the company

markets, and it is generally as-
sumed that Interflot therefore has

placed no risk cover in commer-
cial markets. It will doubtless be

able to draw on state funds if it

has to pay out any compensation
to the victims' relatives, but there

has been secrecy over the crash,
so that the amount of compensa-
tion payable is unknown. •

Western expansion
Industrial Indemnity Co. has

expanded in the west again, form-
ing a new insurance company

-Industrial Indemnity Co. of
Alaska. Industrial Indemnity had
assumed operating and manage-
ment direction of Crum & Fors-

ter Insurance Cos. in the western

states earlier this year.

sometimes "bump into them acci-
dentally on purpose" with carts
and fork-lifts.

Whether incidents like these

were caused by anger at the im-
plication of the cameras-no
management trust in employ-
es--or the inconvenience to

employes who would steal, is not
clear. But CCTV system makers

say that, in any case, damage to
the cameras diminishes the long-
er they are in a work area, with
employes gradually accepting
them as a part of life.

The industry contends that the
public in general has also come
to accept surveilance as a neces-

sary protective step against
crime in urban and suburban

areas. According to Ar: Lilien-

thal, coordinator of the Washing-

ton conference, the public has
not only subdued whatever ad-

verse feelings it may have had
about being watched by "Big
Brother" but now views CCTV

and other security systems as
"friends" because of concern

about crime.

AGREEING with this assess-

ment and welcoming the expan-
sion of the private security indus-
try is the justice department. The
department's law enforeernent

assistance administration has set

up a "Private Security Advisory

Council" «to aid it in deciding how
and where federal funds should

be allocated to states to improve

law enforcement procedures.

'4

-
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There are four committees in

the council-on alarms, armored
cars, guards and investigations,
and manufacturing-and they're
due to report to the council and 
the assistance administration

soon on what their areas' main

needs are and what directions

they should take.

THE REPORTS should be in-

teresting-particularly if detailed
regarding manufacturing. They

could, for instance, give the man-
ufacturer's view' on how the

CCTV security industry should
evolve. Should systems remain
visible? With cameras out in the

open where people can see them

as they watch? Or should they

recede into secrecy in the man-

ner of one company's attraction

at the Washington conference
and show: a "crome dome"

fixture designed to look like a

ceiling light but containing hid-
den cameras that "observe with-

out intimidation."

However the justice depart-
ment reacts to the committee's

findings and the council's recom-
mendations, both the private se-
curity business and the industry's
tie with government are going to
be watched in coming months.
The Senate subcommittee on

constitutional rights, chaired by
Sen. Sam,Ervin (D.-S.C.), who is
highly sensitive to infringement,
"will probably be getting into
this (private security) area fairly
soon," a staff source said. He in-
dicated that hearings similar to
those held by the subcommittee
on alleged government violations

of privacy may be in the works
because of the proliferation of
listening and viewing devices.

Concern about widespread, and

possibly unconstitutional, use of
the devices is said to have been

"simmering" in the subcommittee

since former attorney general

John Mitchell called for growth

in the private security industry

more than a year ago. •

Marine Office-Appleton & Cox Corp.,80 Maiden Lane, New York, MY. 10038. Other offices in: Atlanta, Baltimore, Boston, Calgary (Alberta),
Chicago, Cleveland, Columbus, Corpus Christi, Dallas, Detroit, Glens Falls, Greensboro (N.C.), Houston, Indianapolis, Kansas City (Mo.),
Little Rock, Los Angeles, Louisville, Milwaukee, Minneapolis, Montreal, New Orleans, Philadelphia, Pittsburgh, Portland (Ore.), Richmond,
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Committee recommends compulsory auto coverage
MADISON, WI.-Compulsory

coverage has been recommended
by a special governor's committee
narned to write a no-fault auto

insurance law for introduction in

the 1973 legislature.
The committee, headed by

Stanley C. DuRose, state insur-
ance commissioner, decided that

no auto should be registered un-
less covered by no-fault insur-
ance. The present law does not
require insurance.

The committee also agreed that

a no-fault system should cover
both property damage and bodily
inj ury; that auto insurance should

be the primary coverage, elimi-
nating duplicate benefits from
other policies; and that the state
should require premium reduc-
tions for other policies, such as
accident and health, to reflect the
elimination of auto accidents as

an insured risk.

The requirement that auto in-
surance be primary provoked the
most discussion among members
of the committee-lawyers, legis-
lators and insurance industry re-
presentatives-who were named
by Gov. Patrick J. Lucey in re-
sponse to a court study which
called for the removal of some

auto injury disputes from the
court system.

A
SOME MEMBERS of the no-

fault committee argued that if a
motorist wanted to hold several

insurance policies he should be
allowed to receive duplicate
benefits.

State Rep. Paul E. Sicula said
the committee should not outlaw

duplicate benefits because it had

no estimates of the savings that
could be realized from such a

step.

iacramento San Francisco Seattle St Louis Summit (N J )
Dyracuse Tampa Toronto Tulsa Vancouver (B C ) Winnt peg

He was seconded by State Rep.
Dennis Conta who said that ex-

cept for the possible savings,
which have not-been documented,
"I see no reason for eliminating
other coverages."

Mr. DuRose, however, favored

elimination of the duplicate bene-

fits. He said, "It's a question of

whether you should make money

because you've had a claim."
Mr. DuRose and other commit-

tee members emphasized that the

measures they had recommended

were tentative and that they
could be revised later.

A SPOKESMAN for the state

transportation department said
about 12% of the auto accidents

in Wisconsin  involved uninsured
motorists. He added that in states

which require auto insurance,
about 7 % of accidents involve

uninsured motorists driving ille-
gally.

A no-fault systenn without

compulsory coverage for every
auto could not be operated suc-
cessfully, according to State Rep.
Edward Nager.

MR. DUROSE, in an earlier

appearance at the sixth annnual
Milwaukee Insurance Conference,
predicted that the 1973 session of
the legislature would adopt a no-
fault system.

Victor Fanikos, counsel for the
Massachusetts insurance depart-
ment, told the 300 agents, execu-
tives and policyholders attending
the Milwaukee conference that

the no-fault law in Massachusetts

was a political compromise which
has worked well but needs revi-

sion.

He said the law has reduced

minor personal injury claims by

Marine msurance is our only business

50% but that it had the disadvan-

tage of barring claims for pain
and suffering when medical ex-
penses are less than $500.

He added, however, that the
overall benefits of no-fault insur-

ance overcame the deficiency by
making payments of small claims
within 15 days.

Mr. Fanikos also said despite
the premium reductions for bodi-
ly injury coverage, the increased
rates for such coverage as rnedi-
cal payments, property damage
and collision have offset much of
the reduced costs for Massachu-
setts motorists.

Sen. William Proxmire of Wis-

consin, told the conference he op-
posed federal intervention in the
no-fault question. There are too
many federal regulations now, he
said, and the states are capable of
handling their own auto repara-
tion systems. •

Suit charges
state with

sex bias
SAN FRANCISCO-A federal

court suit has been filed here by
local 48 of the waitresses' union

and restaurant waitresses Caro-

lyn Aiello and Jacqueline Jara-
millo, charging that California's
unemployment compensation in-
surance law discriminates against
women in refusing to provide dis-

abiljty insurance benefits for preg-
nancy.

The California action followed

a similar move by the Connecti-
cut Education Assn. to guarantee
disability pay for teachers who
take pregnancy leave.

Under section 2626 of the Cali-

fornia unemployment insurance
code, women cannot collect disa-
bility insurance benefits during
the term of iheir pregnancy, or
for 28 days thereafter. The labor
union and the waitresses contend

in their suit that the section is a

discriminatory practice by the
state and that they have paid
into disability insurance funds
and should be entitled to benefits

during pregnancy.
Mrs. Aiello said she was seri-

ously ill and unable to work due
to complications rising from her
pregnancy. Mrs. Jaramillo said

she, plans to work at her job. up
to the time of delivery.

PREGNANCY, the suit claims,
is the only "medical disability"
for which California does not pay
insurance benefits and that "men

can collect disability insurance as
the result of male ailments such

ast prostate or hernia operations,
even for circumcision."

State senator George Moscone
has introduced a bill, senate bill
419 now before the senate fi-

nance committee, which would
provide for disability insurance
,payments for complications aris-
ing from abnormal pregnancies.
Nothing would be paid, under
Mr. Moscone's bill, for normal
pregnancies.

In the Connecticut case, the
education association is proposing
that pregnancy be classified as a
"temporary disability" subject to
payment of the same benefits
provided for other disabilities. •

FAIR Plan chairman

Charles R. Ford, assistant vp,
Fireman's Fund American In-

surance Cos., has been elected
chairman of the governing com-
mittee of the California FAIR
Pl.n A..n
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Pilot HMO plan offered to elderly
in six small Arizona communities

PHOENIX-A pilot HMO pro-

gram aimed at the elderly began
offering services to residents of
six small Arizona communities

Nov. 1. Enrollment is limited to

residents of six communities near

Phoenix.

Enrollees pay a set monthly fee
to get coverage designed to meet
nearly all their medical needs on
a 24-hour basis. Cost for the cov-

erage is $27 per month per person
for non-Medicare recipients and
$12 a nnonth for Medicare en-
rollees.

Arizona Blue Cross, operating
the program with Internal Medi-
cine Associates, a physicians'
group, is enrolling participants in
the experimental prepayrnent,

eapitation health plan.
Under the capitation payments

systern, doctors are paid a fixed
surn based on the nurnber of pa-
tients enrolled and not on how

many visits those patients make
to doctors.

BLUE CROSS spokesmen said
the system will act as an incen-
tive for the doctors to emphasize
preventive health education. They
expect 8,500 persons to be par-

ticipating within a year and plan
to offer a similar program in
other Arizona communities.

There will be no physical ex-
amination or health statement re-

quired of persons who enroll dur-

ing the opening phase-though

Dec. 31-and persons of all ages

are eligible, the spokesmen said.
But the cost of the program is

likely to limit enrollees to those
older than 50-persons whose
health costs are high-said Ri-

chard P. Krecker, an assistant ex-
ecutive d irector in data process-
ing for Blue Cross.

The program offers "the highest
level of tenefits we have offered

to people over 65," he added, and
equals "even the most extensive
packages we have offered" to
those under 65.

PERSONS older than 65 tend to

have high health expenses and
generally are not offered as wide
a range of coverage as those less
than 65. Eut this new program of-

fers the same benefits regardless

of age, according to Mr. Krecker.

The new program will provide

most medical services but dental

care, said Dennis K. Burge, mar-
ket research manager and pro-
gram developer for Blue Cross.

Surgical costs, emergency first-

aid, injecitons, psychiatric serv-
ices and both prescription drugs
and optical lenses are covered.
But patients must pay the first $2

for an office visit, the first $5 for
a home call, the first $1 on drugs
and the first $5 on lenses-limited
to one pair every two years.

NO BENEFITS are provided
for private nurse services, custo-
dial or rest care, services as a

blood donor, services as a result
of war or. services outside of des-

ignated hospitals, except in an
emergency.

Patients will choose from among

21 participating physicians. The

doctor then will refer patients to

one of two hospitals.

The U.S. Department of Health,
Education and Welfare has ap-

proved the plan and will direct

If you've got
whatit takes

...here's what you should have

f

.-j
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The Fidelity MERIT Plan Sales Kit. It
contains everything the knowledge-
able agent needs to "make it big" in
the big money market.

Successful executives in all types
of corporations have one thing in
common. They need large amounts of
permanent protection at the lowest
possible cost.

And that's precisely what Fidelity's
MERIT Plan has to offer.

Butthere's moreto MERIT. Much more.

Besides large group life policies plus
payroll-deductible cash fund insur-
ance, MERIT offers other important
advantages. A flexible benefit sched-
ule even for corporations with as
few as one employee Ease of admin

obtain significant tax advantages,
if qualified.

There are important advantages for
agents, too. With MERIT, you receive
full ordinarycommissionson both the
cash lund and term portions of the
plan. In addition, you get full ordinary
commissions on the extra table rating
of impaired risks.

So you see, Fidelity's MERIT Plan is as
good for you as it is for the executive.

So if you've got what it takes-you
should have Fidelity's MERIT Plan
Sales Kit. /t's got what it takes to help
you make big profits in the big money
market.

- Fidelity Bankers Life
istration. And participants can usually .„4..V..B A Division of Fidehty Corporation/ Richmond, Va.

Medicare funds for physician
payment through the program.

Mr. Burge said the government
will reimburse Blue Cross on a

cost-for-service basis and the

Blues will pay the doctors in-
volved on the capitation basis.

THE N,EW program is known
as "ABC-HMO" with HMO

standing for health maintenance
organization.

Maricopa Community Health
Network, Connecticut General
Life Insurance Co., Pima County
Health Planning Agency and
Maricopa County Medical Society
all are operating or planning pro-
grams that offer health services
on a repayment basis in Arizona.

The health network, Connecticut

General and the medical society

have expressed interest in being

designated HMOs, it was noted. •

Insurance

news, good
and bad

HOUSTON-Employes at the
University of Houston got some
good, and sorne bad, insurance
news.

After getting a reduction in the
cost of disability insurance pre-
miums in September, they were
then advised of about a 16% in-

crease in the cost of Blue Cross-

Blue Shield.

Paul W. Yoder, manager, em-
ploye benefits, said the increase
in rates follows an expansion of
Blue Cross hospitalization cover-
age on Nov. 1, 1970 to meet the
increased cost of medical care. An

anticipated rate increase followed
the added coverage.

However, the added coverage
produced an unanticipated, but
significant increase in the utiliza-
tion of the improved benefits, Mr.
Yoder said. Therefore, a deficit
between premiums paid by the
employes and the claims paid by
the company followed, he said.

OUT OF about $755,000 in

premiums paid by participants
between May 1, 1971 and July 31,
1972, there was a balance of
$3,490 after Blue Cross paid all
claims, Mr. Yoder added.

Dwight Dorough, chairman of

the ad hoc committee on faculty
benefits, said: "Rather than to ask

the committee on fringe benefits
to engage in hours of futile dis-
cussion, I have invited the office
of personnel services to bring the
problem before the faculty sen-
ate, so the faculty may begin to
realize that this situation will get
worse every year and that our
profession, united, must begin
some position planning toward
playing a more competitive role
in society-to protect our interest
here and in other areas where we

are concerned."
Under one of the Blue Cross-

Blue Shield plans, coverage for
one person went from $9.44 to
$12.04. And in this same plan, the
family coverage increased frorn

$36.62 to $43.73. By comparison,
another plan for the individual
increased from $2.02 to $3.22
while this same plan for the

family increased from· $15.69 to
$18.9% m

Loss ratios for theft

Lost ratios for theft and bur-

glary are increasing in many Eu-
ropean countries, according to a
survey by the Reinsurance Of-
fices Assn. The survey takes the

view that the general deteriora-
tion reflects the increasing crime
rate, which seems to be a pheno-

menon "that goes parallel with
industrialization."
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The Health Card.

From Universal Health Care.

This handsomely designed card was created to
provide your employees with a rapid means of
identification by hospitals and physicians across
the nation.

With The Health Card, he'll receive medical

service the minute he needs it. No more waiting.
No more worries. No red tape. Because all the vital
facts and information are permanently printed
right on the back of the card.

Now stay with us for ten seconds more, and
we'll tell you what The Health Card can do for you.
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First, it lets you self-fund your Group Health
Program. This way, you hold all money and
reserves until they become due as losses. And that's
the best medicine we know of to get your cash
flow wellin a hurry.

With The Health Card, you can actually
administer your own program without adding a
staff of experts to your payroll.

Want to know more? Just fill in the coupon,
and we'll fill you in with all the facts. Better still-
have your broker or insurance manager call us
today. We'd like to leave you our card.

The Health Card. From Universal

Health Care.

It gets everybody well.
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Massachusetts to look at pension regulation?
BOSTON-The Massachusetts

state legislature will soon turn at-
tention to proposed measures that
would tighten loopholes in private
pensions.

House Speaker David M. Bart-
ley, Holyoke Democrat, and a
member of the house committee

on commerce-labor, is predicting
"a very good chance" for passage
of a comprehensive bill in the up-
coming legislative session.

This one would establish

mandatory vesting-or guaran-
teeing-requirements for pension
funds operated within the Bay
State. Employes covered under
pension plans would be assured of
legal rights to a pension after a
15-year period of employment.

Another requirement envision-
ed is that all pension trusts be
insured, in effect serving to guar-
antee' that a pension is available

to an employe at time of retire-
ment.

A third requirement would
include a comprehensive disclo-
sure provision, requiring em-
ployers to "spell out" to employes
the nature of the plan and just
where the pension fund money
has been invested.

Similar law-making moves on
a federal level have been side-

tracked in the past, with one
stumbling block apparently being
the markedly varying statutes ap-
plicable on a multi-state or sin-
gle-state basis.

BUT FRANK Cummings, a
former aide to U.S. Senator Jacob

K. Javits, New York Republican,
holds to the theory that passage
of a pension control measure in a
major industrial state such as
Massachusetts "might well pro-

vide just the impetus needed for

quick level at the federal level."
Almost every major piece of

labor legislation in Washington,
he comments, is preceded by a
state law on the same subject, he
remarks.

ON AN EMPLOYER level, it is
the view of the Associated In-

dustries cf Massachusetts that

minimum vesting requirements or
pension insurance proposals
should be opposed.

Walter Muther, legislative
counsel for the state industry

group, believes that state legisla-
tive action would be "over-regu-

lation," and, moreover, would re-
duce the very economical compet-
itiveness of the Bay State.

"It is safe to assume that 60%

to 70% of the companies in the
state would already have com-

AN OPEN MEMO TO U.S. CORPORATIONS

WITH CANADIAN SUBSIDIARIES

SINCE 1898

plied .with the proposals," says
Peter Kenney, a staff member in
the office of the commerce-labor

committee chairman Anthony J.
Scalli, Charlestown Democrat.

A pension plan, he says, is a de-
ferred wage "and there should be
a mandatory insurance provision
so that employers can't simply
say they. are in financial difficulty
and not come through with bene-
fits."

AT THE SAME time, the state

health, welfare and retirement
trust funds board has noted that

during fiscal 1972 some 1,000 vio-

lation and criminal complaints

have been investigated, settled or

criminally prosecuted.
A state law, which dates back

to July, 1971, allows an aggrieved

party to seek intervention by the
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board in his behalf for pension

rights.
At present, some 1.1 million

employes participate in Massa-
chusetts health, welfare and re-

tirement plans. Employers in fis-
cal 1972 contributed $4.6 billion
and employes $1.3 billion to the
plans, which paid out $3.9 billion
in benefits last year. •

Company
appeals

liability case
BUFFALO, N.Y.-An unusual

accident involving a snowmobile
on industrial property which re-
sulted in a legal judgment against
the company is now being ap-
pealed.

Kerr-Addison Lines Ltd. was

saddled with a $29,537 judgment
growing out of court action by a
snowmobiler injured March 17,
1970, on the firm's property near

Kirkland Lake, Ontario.
The snowmobile operator, Pete

Veinot, was injured when he ran
his machine into a steel pipe
forming a gate on the industrial
property.

After a jury trial in Ontario,
Justice Lloyd Houlden awarded
Veinot $29,537. But the Ontario
court of appeal has now allowed
an appeal by the company.

IN ALLOWING the appeal
against the snowmobiler, Justice

John Arnup pointed out that
about 20 years prior to the acci-
dent, Kerr-Addison Mines ereeted
a gate consisting of two-inch iron
pipe 45 inches from the ground
across a private road on its prop-
erty.

Court testimony showed that
Mr. Veinot was seriously injured
when he hit the pipe while the
snowmobile was moving at about
15 miles-an-hour.

It was the contention of Kerr-

Addison Mines that there was no

evidence supporting the theory
that the gate or pipe was a con-
cealed or hidden danger or trap.

THERE WAS considerable evi-

denee, said Justice Arnup, that
snowmobile operators had been
using the firm's private road to
the property to go west.

Said the jurist: "To hold that
knowledge of a few isolated and
recent' instances of trespass by
snowmobilers on private property
was sufficient to create on the

part of the occupier an obligation
to ensure that his property was
safe from concealed dangers to
snowmobilers would be a very far
reaching result indeed and one
which I have no hesitation in re-

jecting." •

British social security
Social security benefits are be-

ing used to finance several indus-
trail disputes in Britain, including
major strikes by coalminers and

dockers in 1972. The miners' strike

early this year cost the country
$15 million in social security

claims, because their families

were entitled to supplementary
help from public funds. The dis-
pute at leading seaports cost

another $1 million. Hardship aid

is paid to wives and children if no

money is coming into their homes,
but many politicians now feel

that the system is being abused

by trade unions so as to prolong

strikes unnecessarily.



Your profits areyourbusiness.
Ourbusinessisprotectingthem.
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Making profits is a full-
time job. Protecting profits is
also a full-time job.

It's a rare company that's
expert at both.

So in order to help you . 4,
concentrate on what you do
best, we suggest you talk to
us about whatwedobest. 5

 It's a delicate process,
proBt protection. We start *-'.
with a long hard look at your
overall operation. And how it's
insured.

As world-wide insurance

advisors, broker/agents and
consultants, we make sure
you're covered bythe most ef-
fective insurance possible.

Perhaps you have less in-
surance than you think you
need. Maybe you have too
much. Possibly you're paying
more than you should foryour
coverage. Or maybe you should
be self-insuring.

But looking after your

profits isn't just a matter of in-
surance alone. For example, our
Consulting Actuarial. Division
can show you ways to trim the
costs of your Employee Bene-
fits Program.

Through Benefacts, the
7 industry's most outstanding

annual benefits statement, we'll
guard your profits by helping
you motivate your employees.

For yourkeyprofit-makers,
your executives, we offer Exec-
ufacts. To help them meet their
personal financial objectives.

Through Anistics, our Risk
Management Consulting Divi-
mon, we'11 lead you into new
and innovative approaches to
risk management and financial
planning. You begin to get the
picture.

You see, we figure the less
you have to worry about pro-
tecting your profits, the more
you can concentrate on making

' them.

OK,4 I'm interested in how you'll protect my
F profits. Send me your latest booklets.
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Alexander & Alexander, Information Service
1185 Ave. of the Americas, N.Y., N.Y. 10036

We've made a name for ourselves. Now we're out to make a face for ourselves.

Alexander
8Nexander



32/business insurance, November 6, 1972

California supreme court

Decisions termed product liability landmarks
SAN FRANCISCO-Two Cali-

fornia supreme court product lia-
bility decisions handed down here
last month have been described

as "the most important landmark
decisions of this century" in the

product liability area.
The two decisions, according to

San Francisco attorney Robert
Cartwright, "will require U.S.
manufacturers to use the most

advanced engineering and scien-
tific technology to make their
products safe for American con-
sumers."

One case involved, indirectly,

General Motors Corp., manu-
facturer of a one-ton Chevrolet

stepvan used by William Cronin,
a route sales man for the Gra-

vem-Inglis Bakery Co., Stockton,
Ca. Also involved was Chase

Chevrolet Co., Stockton dealer for
G.M. and the J.B.E. Olson Corp.,
sales agent for the assembled
bakery truck. G.M. was voluntar-
ily dismissed from the action by
Mr. Cronin and his attorney prior
to trial.

The second case arose after

Celestino Luque of Millbrae, Ca.,
purchased, from Rhoads Hard-

ware Co., a rotary power lawn
mower made by Air Capital Man-
ufacturing Co. of Mississippi.

MR. CRONIN was seriously in-

jured when a metal safety hasp
broke as his Chevrolet truck

rolled off the highway in an acci-
dent. Loaded bread trays came
loose and crashed into his back.

Mr. Luque's hand was severely
mangled when he slipped and fell
while mowing a neighbor's lawn.
His left hand was caught in an
unguarded hole directly behind
the rotary blades of the power
lawn mower.

The unanimous decisions were

both written by Associate Justice
Raymond L. Sullivan.

"The rulings in both cases," ex-
plained Mr. Cartwright, whose
San Francisco firm of Cartwright,
Saroyan, Martin & Sucherman
Inc. specialize in such cases,
"have removed thd two greatest
obstacles to the successful prose-
cution on behalf of consumers of

product liability suits.
"What the decisions accom-

plish," he pointed out, "is to im-
pose much tougher requirements
on manufacturers whose products
are sold throughout California,
and to strengthen protection of
consumers injured by defects in
such products."

IN THE CASE of Mr. Cronin,
the bakery driver, the court re-
moved an earlier requirement of
California law that before an in-

jured party could recover, "the
product must have a defect which
is unreasonably dangerous to user

...............
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or consumer". In such a lawsuit,
previously, a jury must be con-
vinced that a defect exists. but

there is no requirement that the
defect be "inherently dangerous".

Mr. Cronin will be permitted to

retain the $45,000 awarded him
by a Stockton jury. The request
of the Olson Corp. for a new trial
was denied.

In the lawn mower case, Mr.
Luque had lost his San Mateo
County superior court claim when

the judge ruled that an injured
person nnust prove he did not
know of the defective condition.

The supreme court decision re-
moves from California law the

requirement that the user must
be unaware of the dangerous con-
dition of a product. The jury ver-

diet thus was reversed and Mr.

Luque was granted a new trial.

Mr. Cartwright, who ar-
gued both cases before the su-
preme court, said the decisions
"will prove a great impetus to
providing consumers with safe
products. The onus now is on the
manufacturer to avoid defects in

the products sold in this state."

IN THE Oct. 3, 1966 accident
involving Mr. Cronin, a collision
forced his Chevrolet truck into a

ditch, throwing him through the
windshield and onto the ground
The impact broke an aluminum
safety hasp just behind the driv-
er's seat, designed to hold bread
trays in place. The loaded trays,
driven forward by the abrupt

stop and impact, struck Mr. Cron-
in with sufficient force to drive

his body through the windshield.
The truck was one of several

sold to the Stockton bakery by
the Chase dealership which pur-
chased the trucks from the Olson

Corp. which acted as sales agent
for the chassis, body and the
bread racks, all manufactured by
three subcontractors.

In his original suit, Mr. Cronin 

charged that the truck was unsafe
for its intended use because of

defects in its manufacture, in that
the metal hasp was "exceedingly
porous, contained holes, pits and
voids, and lacked sufficient ten-
sile strength to withstand the im-
pact." The defendants denied
these charges and accused Mr.

The Home
is whe,e the
haidware

I MOHAWK DATA 185

SCIENCES MANUFACTURES

COMPUTER HARDWARE.

ALBERT MIX OWNS A

HARDWARE STORE. EACH

GETS COVERAGE MOLDED

TO ITS SPECIFIC NEEDS.

Cronin of contributory negli-

genee.

During the trial, experts for
the plaintiff testified that the
metal hasp broke "because it was
extremely poroos and had a sig-
nificantly lower tolerance to force
than a non-flawed aluminum

hasp would have had."
The trial jury found against the

Olson' Corp. and awarded Cronin
$45,000 while returning a verdict

which, in effect, exonerated the
Chevrolet dealership. It was the

Olson Corp. which appealed to

the supreme court. The trial jury

also unanimously agreed that

Gravem-Inglis Bakery Co. was
not aware of any defect in the

Continued on page 34
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Study of industrial safety literature
prepared as a 'safety survey' in U.K.

LONDON-Risk management
and many other corporate officers

are expected to benefit from a
massive "safety survey" produced
by research experts for the Brit-
ish government.

From a study of more than 350
books and documents on accident
prevention which have been pub-
lished in the last thirty years, the
authors have recorded a fascinat-

ing series of theories and packed
them into one single volume.

They have prepared them on
behalf of the official British com-

mittee on safety and health in in-
dustry which has set itself the

target of reducing factory injuries
in many directions.

Business Insurance is able to-

publish some extracts from the
book, but for readers concerned

with the full concept of accident
prevention, the 80-page volume is
available under the title "A Re-

view of Industrial Accident Re-

search Literature," by A. R. Hale
and M. Hale, from the British
Government Stationery Office.

THE TWO authors, who work
for the National Institute of In-

dustrial Psychology, make these
comments: "Much of modern in-

dustry is highly complex and
many jobs require close co-opera-
tion among a group of workers to
achieve a successful outcome.
Breakdown in this co-operation is
likely to lead to accident situa-
tions.

"From the research evidence it

appears that there is a lower ac-
cident rate in some groups with

good cohesion than in groups with
internal dissension, and that

workers who have good relations
with their fellows suffer fewer

accidents than those with bad.

"One explanation of this is that
communications are better under

these conditions, and hence peo-

ple are working with a better
knowledge of their situation."

THEY RELATE the story of a
research campaign conducted

during World War Two to find
why some air combat units had

greater losses of aircraft and lives
than other units. One unit with

high losses had several groups of
pilots who did not mix with each
other, or chose to fly if possible

with pilots outside their own unit
at times. But in a unit with low

business insurance, November 6, 1972/33

losses there were no "cliques,"
and the pilots were happy to fly
within the unit.

So after certain selective tests

had been made, unpopular offi-
cers in the high loss unit were re-
placed-and the number of losses
dropped considerably.

But this is only one example
of the vast range of accident re-
search in the book, which studies

such industrial factors -as age, in-
telligence, damage control, safety
organization, social integration,
and emotional attitudes in. risk

prevention.

It includes a survey on sex,
with the comments: "In one re-

search study, it was found that
women taking oral contraceptives
had a lower and non-fluctuating
accident rate. But rnen and

women in industry rarely do the

same work, so that it would re-
quire much research to clarify the
reasons for any difference in ac-

cident rates between the sexes."

On other aspects of casualty

Insurance is a "nuts-and-bolts" matter

for every business. For Mohawk Data Sciences
Corporation, an international manufacturer and

distributor of electronic data processing equipment,
The Home's Industrial Policy program is fitted

perfectly to their operations.

. For the Mix Hardware Company in Battle Creek,
Michigan, the Business Owner's Policy

is tailored to Albert Mix's individual needs.

Writing insurance to suit the varying

needs of business is a specialty mastered through
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I I
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prevention, it states: "Some train-
ing programs have no effect on
accidents because the material in-

cluded in them is not relevant to
the normal work situation and in-

adequate training methods and
instructors are responsible for
other training failures.

"RESEARCH into the causes of

accidents should pay much more
attention to the situational vari-

ables suth as ' machinery, tools,
methods of work, physical and
social environment, and not con-
centrate only on the people who
have accidents.

"Far more research is required

into the effectiveness of preven-
tive measures.

"Existing campaigns need to be
validated, and information about
them disseminated widely. New
methods of prevention need to be

developed from the knowledge
acquired through accident re-
search." •

(Editor's note: The British

Government IStationery Office

operates a special facility for its

material that is bought in the

U.S.: Pendragon House, *Inc., 899
Broadway Ave., Redwood City,

Ca. 94063.)

insurance

indiustry lax
PALM SPRINGS, CA.-The

president of Fireman's Fund

American Insurance Cos. told a

convention of agents that the in-
surance industry has been lax in
meeting the needs of women,
youth and minorities.

Speaking before the Independ-
ent Insurance Agents Assn. of
California, Stuart D. Menist urged
his listeners to try to serve a
wider variety of customers.

HE STRESSED that women,
young people and minorities have
been ignored too often by the in-
dustry, despite their tremendous

purchasing power and their need
for insurance.

"Some agencies have added mi-
nority persons to their staffs and
profited in many ways as a re-
sult," he said, "but most of us
could try much harder to reach
these prospects." •

To Il all,
Iring e
it isn't
Employee benefit programs can no
longer be a secondary part of your
corporate planning. Fringe bene-
fits, or people insurance, as we
like to call it Latham-Stevens, at-
tracts and keeps good personnel.
The man from Latham-Stevens is

a professional who can place the
proper perspective on the three
vital elements of a good program:
what you want, what you need,
what you can afford. Chances are
he'll blend the three factors into

one effective program for you. Call
him today.

Latham-Stevens

 Company
A James Company

P.O. Box 1675, Harrisburg, Pa. 17105

(717) 761-6810



34/ business insurance, November 6, 1972

Decisions ...
Continued from page 32

bread racks prior to' the accident
and hence was not guilty of con-
tributory negligence.

In a footnote to his decision

Justice Sullivan pointed out "it
was this finding that had the ef-
feet of allowing Gravem's insur-

ance carrier, the State Compen-
sation Insurance Fund, to file a

lien covering compensation insur-
ance benefits paid Mr. Cronin.

"Contrary to claim of the Olson
Corp.," Justice Sullivan wrote,
"the evidence supporting the im-
plied finding of a defect in the

hasp also supports the finding
that Gravem, the bakery firm,
was not negligent."

CLARENCE KNUTSEN, Stock-
ton attorney for the Olson Corp.,
contended that Mr. Cronin had

"failed to show the defective hasp
to be the same one originally sup-

plied by the manufacturer."
Mr. Cronin admitted the racks

had been modified by addition of
reinforcement bars welded onto a

hinge mechanism which the hasp
fastened in a closed position to
hold the bread trays in place.

Justice Sullivan, however,
ruled "that admission does not

derogate from the implied finding
that the hasp itself was the orig-
inal one supplied by the manu-
facturer... with no indication of

any repair to the hasp itself.
When there is sufficient evidence

to support a factual finding," Jus-
tice Sullivan wrote, "it is not
within the province of an appel-
late court to re-examine or re-

weigh it."

Justice Sullivan added a denial

of "merit" to the argument by 01-
son's attorney that defectiveness
cannot be properly determined

without proof of some standard
set by knowledgeable individuals
for the manufacture and use of a

particular part under scrutiny.

In denying that this argu-
ment holds up, Justice Sullivan
wrote, "Gravem purchased the
van and its bread racks from the

Chase Chevrolet dealership as a
unit.

"Since there were no standard

bread racks available," the judge
pointed out, "Chase in turn or-
dered them from Olson according
to Olson's blueprint and left to
Olson the manufacture of a safe
set of bread racks.

"Olson admitted through testi-
mony of its vice president that
the purpose of the locking device
on the bread rack, of which the
hasp was a part, was to hold the
bread trays in place and that it
knew that the truck was to be
driven or- public highways.

"In short," Justice Sullivan de-

clared, "evidence shows that the
intended purpose of the locking
device was to keep the bread

trays frcm moving forward into
the driver's compartment as a re-
sult of any foreseeable move-

...

..

ments of the van in highway trav-
el. The record shows that the .
hasp, because it was defective,
did not fulfill this purpose. The
flaws were in the metal itself and

resulted in the hasp's lowered tol-
erance to force, a condition not
attributed to prolonged use.

"WE AGREE," Justice Sullivan
said, "that strict liability should
not be imposed upon a manu-
facturer when injury results from
a use of its product that is not
reasonably foreseeable. Although
a collision may not be the normal
or intended use of a motor vehi-

cle, vehicle manufacturers must
take accidents into consideration
as reasonably foreseeable occur-

renees involving their products.
"The design and manufacture

of products," Justice Sullivan

warned, "should not be carried
out in an industrial vacuum but

with recognition of the realities of
their every day use." The su-

preme court decision also added a

phrase with ominous overtones to
car and truck manufacturers and
to their dealers as well.

"Despite its claim that Gravem
used the van beyond its life
span," Justice Sullivan wrote,
"Olson did not show that the van

was delivered with any warning
that it would not remain safe af-

ter seven or eight years. Nor did it
show that by reason of age the
van was obviously dangerous."

Another argument presented by
the Olson defense was that the

hasp was not intended to be used
without inspection and repair.
Justice Sullivan, however, point-
ed out that "expert testimony es-
tablished that the hasp failed be-

cause of internal holes, cracks
and voids not visible to the naked

eye. The mere failure to discover

defects in the product," Justice
Sullivan stressed, "is not a de-
fense in a strict liability case."

THE SUPREME court ruling
dismissed the defense argument
that "the hasp did not cause the
accident" with the comment "the

fragility of the hasp had a direct
rather than a remote connection
with the injuries."

The decision also probed deeply
into the essential elements or

products liability and agreed that
prior supreme court decisions rel-
ative to jury instructions on the
doctrine of strict liability "has
apparently given rise to some
confusion."

"The history of strict liability
in California," Justice Sullivan
wrote, "indicates that the re-
quirement that the defect made
the product unreasonably danger-
ous crept into' our jurisprudence
without fanfare in 1965." Strict

liability for defective products,

the decision pointed out, was, in
effect, imposed by extension of
the warranty doctrine.

"As early as 1944," Justice Sul-
livan noted, "Associate Justice
Traynor, concurring in the case of
Escola vs. Coca Cola Bottling Co.,
urged this court to dispense with
negligence as the basis of recov-
ery in defective products cases, fo
discard the fictions of warranty,

and to replace them with absolute
liability. Public policy demands

that responsibility be fixed wher-
ever it will most effectively re-
duce the hazards to life and

health inherent in defective prod-
ucts that reach the market."

ENUNCIATION of such a rule

came in a unanimous 1963 deci-

sion that "a manufacturer is

strictly liable in tort when an

article he places on the market,

knowing that it is to be used
without inspection for defects,
proves to have a defect that caus-
es injury to a human being."

The liability, Justice Traynor
wrote in the 1963 decision "is not
one governed by the law of con-

tract warranties buy by the law
of strict liability in tort."

To establish the manufacturer's
liability in that case it was suffi-
cient to prove an injury occurred
while using a product in a way it
was intended to be used as a re-

sult of a defect in design and
manufacture of which the user

was not aware that made the

product unsafe for its intended
use.

During the following decade,
Justice Sullivan pointed out, that
rule has been made applicable
to retailers, bailors and lessors,
wholesalers and distributors and

sellers of mass produced homes
and its protection has been ex-
tended to bystanders.

In no case until now, Justice

Sullivan emphasized, did the de-
cision turn on whether the jury
must decide that injuries were
caused by a "defective" product
or by a product in a "defective
condition unreasonably danger-
OUS."

Continued on page 43
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Because Mohawk Data built its business help-
ing industry to utilize the enormous amount of

, information that could be made available and to

harness it in a way to serve management's insa-
tiable need for pure, accurate, fast information.

hat meant building some of the most highly
sophisticated electronic data processing equip-
ment to be found anywhere and providing the
software necessary to utilize it effectively...

- · , here and abroad.

, ..c , Mohawk Data knows information is vital. So
 41, :· . when they and their brokers needed a world-
{ ' :· f wide insurance program, it was natural to turn

1- to the organization known to be the leader in
' foreign insurance information, AFIA world-

wide insurance.

. AFIA has operations in over 80 coun-
OZ]--tries through its more than 200 branch

' z offices. Data on insurance is constantly
*, fed into its world headquarters by its

morethan 3,600employeesandproc-
./ 4,5. j « essed swiftly to meet the needs of

-ragents, brokers and insureds.

Yy - Information is the oil that
. ] makds most sophisticated

companies run. It's one ...·- 3 2
reason why 90 of the * x
top 100 U.S. com- ,
panies operating Ir-

i s abroad insure

with AFIA.
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'A sheep in a lion's den' criticizes
health care industry and society

The 26th annual Conference on
Employe Benefits was held at
the Hilton Hotel in New York

Oct. 19 and 20. Emplove benefits
managers from all over the colin-
try discussed topics which span-
ned the benefits area from labor

problems to early retirement to
mergers. Other stories from the

conference appear on pages 37,38
and 39.

NEW YORK-Aptly describing
himself as "a sheep in a lion's
den," Irving Bluestone, vp, direc-
tor-international union, United
Auto Workers, addressed an af-
ternoon session of the Conference

on Employe Benefits here on the
subject of "Labor Looks at Ern-
ploye Benefits."

However, he may have sur-
prised many members of the au-
dience. most of whom were cor-

, porate employe benefits manag-
ers, in that he did not go out of
his way to criticize management.
This time, Mr. Bluestone reserved
his criticisrn for society as a
whole and for the health care in-
dustry.

He began by pointing out that
today there was "too great a
strain on collective bargaining for
employe benefits. Benefits have
become burdensome to labor in

that they now have equal weight
with wages and working condi-

tions and they have beconne bur-
densorne to the corporation be-

cause of the great financial

weight it has to carry."

..

He felt that the reason for this

was that "there is something
wrong wish public policy in this
country." He explained that in
many other nations, it was con-
sidered sound public policy that
the people have sound h 3alth care
coverage, that wage replacement
was a matter of public policy, as
were vacations with pay and
other items that must be bar-

gained for in the United States.

"WE HAVE failed as a society
in finding an across the board
method of handling unemploy-
ment," he continued in the same
vein."Because we haven't taken

care of our citizenry, the burden
has fallen on the private corpora-
tion. And this is something the

lr™ 1 _t. , ,"&.......I. '

nation should do."

He predicted that early retire-

ment would grow rapidly in pop-
ularity "because the worker

today just wants to get out. No

one has the right to tell a man all
his options. The decision to work
until he dies on the job or gets
out as soon as possible should be
left to the worker."

Humanizing the workplace
could be the answer to keeping
productive people on the job was

Mr. Bluestone's opinion. "If the
worker can participate in the

decision making as to the things
that pertain to his particular job,
if he can exert some control over

his own situation, if he does not
consider himself a robot, he will
enjoy his work more and stay at
it for a longer period of time," he
said.

BUT OF ALL the problems
facing both labor and manage-
ment, Mr. Bluestone felt that
health care was the largest. After
noting that the Kennedy-Griffiths

VOUR

AGENT

national health insurance bill

, would substantially reduce the
costs of health care, Mr. Blue-

) stone asked, "Why should a non-
union worker have to settle for

less than the union-represented
worker? He is the same human

being but the nation has failed to
establish health care as a matter

of right.
He felt that health care cost

control was of mutual concern to

labor and management and pro-

posed that they work together to
hold down rapidly rising prices.

"Labor and management
should enter jointly into a discus-
sion with doctors and hospitals in
an effort to get them to hold
down costs on their own," he
commented. "We should make it
known that we will do all we can

to help them.
"Labor and management must

do this because the insurance car-

riers certainly are not doing it,
the Blues are not doing the job,
the, states are not doing it," he
continued. "Doctors and hospitals
should not be untouchable. They
are causing a great deal of heart-
ache at the bargaining table and
heartache in corporate treasuries."

Malpractice
cases mount

in Canada
TORONTO-Practicing medi-

cine in Canada is becoming a
more hazardous profession all the
time from the standpoint of expo-
sure to legal action by patients.

The Canadian Medical Protee-

tive Assn. reports that within the
last two years the number of mal-
practice writs issued against Ca-
nadian doctors has doubled. The

association said the trend is "dis-

turbing."
Th-e number of such writs

jumped to 131 in 1971. Up until
1969, the number of writs was av-
eraging about 65 a year, climbing
to 80 in 1970.

It was pointed out, however,
that the membership of the asso-
ciation mounted to 24,000 from
18,000 during this period.

Records show that in only
slightly less than half the cases in
which writs are issued and served

do the disputes progress to court,
trial, decision or settlement.

THE REPORT comments:

"These qualifications, neverthe-
less, cannot wholly allay the ap-
prehension that follows knowl-
edge of the increase in the num-
ber of writs."

Doctors are advised about many
complaints made by patients
through the association secretar-
iat. Advice about 118 such threat-

ening complaints was given to
medics by the secretariat in 1969,
increasing to 120 in 1970, but de-
clining to 85 in 1971.

Threats considered likely to
proceed to legal action are re-
ferred by the association secretar-
iat to its legal counsel. The num-
ber of such complaints jumped to
103 in 1971 in contrast to the 40 or

50 referred to counsel in former

years.

When a doctor gets a threat or
a complaint, he is advised to refer
it promptly to the association.

DESCRIBED in the association

report were a number of cases in

recent years against doctors "for
whom legal counsel was found
impossible."

The report by the association
urged physicians to keep very
precise clinical records, especially
in emergency departments be-
cause the number of patients han-
dled makes it difficult for doc-

tors to recall individual cases. •



New York' s 'early ouf
pension plan attacked

NEW YORK-Otto Kinzel,
chairman of the New York state
pension commission, has a lot to
say when it comes to the impact
of public "early out" retirement
plans. And he said a lot of it at
the 26th annual conference of the

Council on Employe Benefits.

Mr. Kinzel blasted many of the
wasteful aspects of the New York
public pension plan, which in
1971 supported 1 million people at
a cost to taxpayers of $1.4 billion.
The chairman leveled his major
criticism at the pension fund's
practice of paying full benefits,
irrespective of age requirements,
to employes who have given rel-
atively short service. These em-
ployes, Mr. Kinzel maintains, are
not ready to retire, but do so
because of the financial incentive.
In many cases, they take on other
full-time jobs while they are re-
ceiving public pensions.

At present, the commission is
reviewing all aspects of the pen-
sion muddle in New York. It will
make appropriate recommenda-
tions based on its findings. How-
ever, the commission is a solely
advisory body, and may meet
with resistance to any pension
changes proposed.

Mr. Kinzel recounted how the
New York legislature had criti-
cized the public pension system,
and recommended that plans. be
closed. But when the pension
commission asked the legislature
to close its own retirement plan,
which comes to 40% of its budget,
the legislature flatly refused.

THE CONFERENCE members

to whom Mr. Kinzel was speaking
represented employe benefits
managers for private industry.
An audible shock went through
the audience when Mr. Kinzel
pointed out that in contrast to
private industry's pension plans
which absorb about 5 % to 8 % of
the operating budget, New York's
public pensions cost anywhere
from 15% to 40% of the payroll.

"There is no way private firms
could compete with public pen-
sions," the commission chairman
emphasized. "It would spell bank-
ruptcy for them."

Mr. Kinzel noted that a career
public employe receiving pay-
ments from the public retirement
plan, which is both tax-exempt
and noncontributory, could retire
with more than 100% of his

City workefs
angered over

pension fund
GALVESTON, TX.-City em-

ployes staged a "sick-out" here
to protest a change in the opera-
tion of the city's pension fund..

The city proposed it take over
all contributions now made by
employes into the pension plan
and give a 1.75 % pay raise. It
claims this means more take

home pay than a 5% hike would
bring.

Vernon Yates, business agent
for members of the State, County
and Municipal Employes Union,
local 656, AFL-CIO, called the
action a "sick out," and "the
employes are sick over changes in
the city retirement program."

City manager John Unverferth
said several hundred employes
were off the job during the sick
out, but employes began return-
ing to work after being out sever-
al days when they were told their
jobs would be filled. •

earned salary. And in New York
City, he continued, the computa-
tion of pension payments is based
not on the average salary of the
last five years of work (as com-
puted in private industry), but on
the salary of the last day of work.

IN THE PAST, Mr. Kinzel
pointed out, government jobs paid
less than jobs in private industry,
and high public pensions were
necessary. But now, government
pay scales are rising faster than
their private competition, and
over-blown pension payments are
no longer justified.

Mr. Kinzel warned that overly
liberal public retirement plans
could be disastrous to city and
state budgets. •

EST. 1899
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You're presenting one of the best
group plan proposals you ever put
together. Then you notice. You're not
getting across to your audience.
It's almost as if a giant communications gap
opened. And your words are dropping down.

What you need is a way to bridge that com-
munications gap. We have one: The proven
3M Visual Communications System.

Try it. It'11 help your prospects better under-
stand the most intricate points of group plan
proposals. You'll command attention at the
outset and hold it to conclusion. More, you'll
control the pace of presenting to your liking.
Communicate better, more clearly, more per-
suasively. And very likely close more sales than
you're closing now.

3M has developed a sampler that shows
exactly what we mean. Our representative will
bring it to you without cost or obligation. Call
your 3M.Business Products Center (see Yellow
Pages). Or mail the coupon today.

Show what you say-the 3M Visual way.

TEL: (212) 964-2500

Visual Products Division „#
3M Company,
3M Center, Dept, WAU-112, St. Paul, MN 55101.

0 I'm interested. Bring the sampler and demonstrate the
3M Visual Communications System.

¤ Please send information.

Namp

pngitinn

Firm

Addregg

City

State

7ip

For appointment, call

me at Ym BUSINESS
PRODUCTS

CHHI CENTERS



38/ business insurance, November 6, 1972

Large companies implement early
retirement plans for old workers

NEW YORK-Special separa-
tion and early retirement pro-
grams are being implemented by
some large companies on a tem-
porary basis as inducements for
large numbers of older workers to
leave their positions prior to the
regular retirement plans.

At the 26th annual conference

. of the Council on Employe Bene-
fits held last month, Robert Kopf
of International Paper Co., and
Russell F. Schuck of the Inter-
national Business Machine Corp.,
described the early retirement

programs that had been tempor-
arily implemented at their com-
panies.

Mr. Kopf, IPC's director of per-
sonnel administration, said the
early retirement program was

available to salaried employes
who were not members of a bar-
gaining unit, and who were at
least 62 years old, with 20 years
of service to the company.

The plan, which is to be discon-
tinued in January 1973, follows a
"one for three" formula: Eligible
members can receive one month'$
pay for every three full months
remaining until the employe
turns 65. Mr. Kopf said that the
formula will allow IPC to keep
early retirees retained on the
payroll at full pay with all bene-
fits, including acerued pension
payments, in force.

THE EMPLOYE must apply in
writing to receive the plan,
pending approval of IPC. Over

't

t

200 employes were eligible when
the program began, and 75%
have chosen it.

Another portion of IPC's tem-
porary early retirement plan
would allow employes with 20
years of service to retire at age
55, with their pensions being dis-
counted using articial reduction
factors.

Mr. Kopf lauded the temporary
early retirement plan for giving
IPC an economic boost by allow-
ing the company to replace older
workers with "younger, more
productive employes." In some,
cases, he said, jobs were com-
bined, and fewer employes were
needed to replace those who had
retired. Despite the . program's
success, however, Mr. Kopf said

he did not expect that it would be
continued beyond January.

'Russell Schuck, IBM's man-
ager of employe benefits plan-
ning, outlined the salient features
of the early retirement plan IBM
offered to some 6,800 eligible
workers.

The IBM plan has already
ended. It ran from August to De-
cember 1971, and was available to
all employes with 25 years of ser-
vice to the company, with no age
limits applied. '

MR. SCHUCK said the plan was
implemented as a benefit for
workers who had been shifted
around extensively in a "man-
power imbalance." Older workers
at IBM had also written numerous
letters requesting an early retire-
ment plan, and the one imple-
mented was designed to satisfy
their requests as well.

The basic provision of the plan
would provide employes with 25
years' service supplemental pay-
ments amounting to two full

Af 4
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years' pay. The payments would
be spread over a 45 month period,
with employes receiving 75 % sal-
ary for the first six months, and
50% salary the remaining 39
rnonths. When the employe
reached age 65, the supplemental
payments would cease, in favor of
the regular company pension
plan.

Hospital, major medical, and
surgical benefits were included
in the temporary early retire-
ment plan, but no long term
disability provisions were written.
In case of death, the balance of
supplemental payments would go
to the employe's spouse or depen-
dent children in addition to regu-
lar pension benefits.

IBM EMPLOYES, 2,300 of them,
took advantage of the early re-
tirement plan while it was of-
fered. Mr. Schuck said that the

only common denominator among
those who elected the plan was
age, not salary. Most of the early
retirees were over age 55, with
age 62 being the most universally
popular, due to the tie-in with
early social security payments.

Like IPC's representative, the
IBM man did not -anticipate that
the temporary plan would be re-
peated, despite its apparent popu-
larity. Both company men indi-
cated that they faced some mo-
rale problems from employes who
had missed being eligible for the
early retirement plans by a nar-
row age or time margin. •

insurance

firm sold

in Wisconsin
MILWAUKEF-Time Holdings

Inc., the holding company for
Time Insurance Co., has acquired
Financial Marketing Services
Inc., and Financial Marketing In-
surance Co. of Pensacola, FL.

The purchase was made

through the exchange of 150,000
shares of Time Holdings stock for
all outstanding shares of the Flor-
ida firms, according to Frank W.
Norris, president of Time Hold-
ings. He esti mated the value of
the transaction at $4 million.
based on current stock prices.

Financial Marketing Services is
engaged mainly in mobile home
financing. Mr. Norris said the ac-
quisition would complement the
operations of IIC Inc., a Jackson-
ville, Fl. Time Holdings subsidi-
ary which sells customized insur-
ance packages to mobile home
dealers and lending institutions.
IIC is the former Investment In-

surance Corp. .

Pension plan
contributions

OTTAWA-The finance de-

partment of the federal govern-
ment disclosed that more than

$224 million in contributions to
the Canada Pension Plan during
July, August and September have
been invested in both federal and

provincial government securities.
During the corresponding pe-

riod of 1971, more than $207 mil-
lion was placed by governments
in the same types of securities.

It was pointed out that contri-

butions to the federal pension
plan over and above what is
needed to pay expenses and bene-
fits for the following three
months are invested in the fed-
eral and provincial securities.

These securities pay rates of in-
terest that compare favorably
with interest paid on Canadian
government bonds. •



Conference advised to
'communicate' benefits

NEW YORK-If ' the advice

given to a meeting of the 26th an-
nual Conference on Employe
Benefits here regarding benefits
problems encountered during

mergers, acquisitions and spin-
offs could be summed up in one
word, that word would be "com-
municate."

J. Michael Gwartney, employe
benefits director of Boise Cascade

Corp., a company which has prob-
ably done more than its share
of merging, acquiring and spin-
ning off over the past few years,
told the gathering of benefits
people that communicating with
the employes of the new company
was, perhaps, the most important
aspect in getting them to feel at
ease about the take-over.

He felt that there should always
be a corporate policy to serve as
a guide for the employe benefits
manager in this area and that
"you should always move quick-
ly." By "quickly," he explained
that "you should have your peo-
Ple in the acquired company
within a few days and, right then,
you should start holding com-
munications meetings with the.
employes."
As an example of communica-

bion, Mr. Gwartney pointed out
that Boise Cascade guarantees the
new employes that their benefits
plan will be equal to or better
than the one they have had and
the Boise Cascade actuary sends
a letter to each new employe out-
lining the plan and showing the
new one's strong points.

COMMUNICATION also works

both ways, Mr. Gwartney indicat-
ed. "Check out everything they
have available-benefits booklets,
labor department forms, outside
deals, employe contributions,
pending changes, pension forms,
everything." he said. "Then talk
to their people to pick up the sub-
leties of their old plan and any
small changes that may have
been made.

"It is very important that you
know how they feel about

things," he continued. "There is
always the possibility that the
Christmas turkey means more to
the employes than the extra
$50,000 in medical benefits you
want to give them. And you have
to avoid taking anything away."

Among other bits of advice, Mr.
Gwartney urged his audience to
consolidate the pension assets of
the acquired company into three
or four trusts and to immediately
check the reserves the old insur-

National

health plan
MILWAUKEE-Gov. Patrick J.

Lucey, speaking to the Wisconsin
Nurses Assn. convention here,
predicted the enactment of a com-
prehensive national health insur-
ance program.

"I believe that the only way we
can guarantee every American
citizen what ought to be a basic
human right-high quality medi-
cal care at a fair price-is
through initiating some form of
comprehensive national health in-
surance," he said.

"Medicare and Medicaid have
filled important gaps in our medi-
cal care delivery system but far
too many inequities remain.

"In particular, this means mem-
bers of the middle class have had
to shoulder most rising medical
costs of the past two decades,
with governmental help." •

ance company had set up. "Don't
be afraid to challenge them if you
think the reserves are inade-
quate," he'said.

HE ALSO suggested that one
plan be established to cover sal-
aried personnel nationwide.

Mr Gwartney pointed out that
Boise Cascade's largest aequisi-
tion involved some 4,000 em-
ployes and that the smallest in-
volved less than 25 but "size
makes no difference, the prob-
lems are the same."

He closed by exhorting the au-
dience to, when the situation hit
their companies and the decisions
were theirs, "move quickly, com-
municate, and, for heaven's sake,
don't breakdown." •
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EMPLOYEE BENEFITS

SHOULD BE REVIEWED EVERY YEAR

Our Specialists will give you up-to-date,
objective advice on coverage and cost.

Herbert L. Jamison & Co.

New York, New York 10016

90 Park Avenue

\--' Area Code 212 - Oxford 7-6678

Automatic"Sprinklers
mean

automatic savings
Medium-size manufacturer
gets top-rated fire protection,
saves over $3200 a year !

fT nIIT

Forest
* Fark

ENVELOPE CORR

Forest Park Envelope Corporation, Bridgeton, Missouri
is an excellent example of how small and medium
manufacturers can protect their plants from fire, and at
the same time, reduce their insurance premiums
substantially. They are typical of the rapidly growing list
of businesses now enjoying "Automatic" Sprinkler's
fire protection-plus-savings package.

Here's what Jack Neusel, President of Forest Park
Envelope, has to say about his new sprinkler system:
"We'd thought about installing a fire protection system
for some time, but somehow kept putting it off. Upon
the recommendation of a friend, we talked to the
"Automatic" Sprinkler people and our insurance
underwriter. They showed us how we could protect our
personnel - and our plant - and cut our insurance
premiums by almost 75%. We didn't have to think about
a deal like that very long. "Automatic" installed the
system while we continued at full production. We lost
very little time during the installation and are now
realizing substantial savings. I only wish we'd called
"Automatic" sooner."
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The pay back period for the 13,100 square foot,
single-story Forest Park plant will be less than
three and a half years. And these savings continue.

SUMMARY OF COSTS AND SAVINGS

Insurance costs, before sprinklers.......... $ 4,436.00
Insurance costs, after sprinklers........... 1,179.00

Annual savings ................ ..........$3,257.00

Total cost of installation.......... ........ 10,952.00

Gross pay back period* ..........3 years, 4% months
*Excludes Cost of Money

How about your plant? If it's not protected with a
modern fire protection system, we'd like to showyou how
"Automatic" Sprinklers can mean automatic savings
for you, too. Contact Mr. R. L. Pardee, Manager of
Marketing Services, "Automatic" Sprinkler Corporation
of America, Box 180-MB, Cleveland, Ohio 44147.

'tkutomatic' Sprinkler
 CORPORATION OF AMER,1 CA

CLEVELAND.OHIO 44147 U.S.A.

Division of A-T-O Inc.
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Insurance firms fight Florida order
to standardize policies by Jan. 1

TALLAHASSEE, Fl.-A poten- for insurers to come up with each premium dollar in benefits
tial court battle is shaping up in standardized, easy-to-understand to consumers.

Florida over the state's order that policies. "Consumers are not trained

insurance firms standardize all lawyers," said Mr. O'Malley.
policies sold in the state after ONE SPOKESMAN for insur- "They can't be expected to read
Jan. 1. ance commissioner Tom O'Mal- and understand the fine print in

Insurers say they cannot com- ley's office would concede only policies. The consumer has a right
ply with the new guidelines by that the office might be willing to to know what he's buying and not
then, and hint they will go into incorporate into its guidelines buying."

court if necessary to fight the some minor suggestions voiced by

order, which they say could force the insurance men. JAMES FOGARTY, head of the
some smaller firms out of the The spokesman called the departmenfs accident and health
market. meeting an effort "to get sugges- insurance section put it: "We

Florida insurance officials did, tions from the industry as to how don't want to give something to

however, listen recently as com- we might improve our guide- the people in the big print and

pany representatives outlined lines." take it away in the little print."

reasons why they cannot,meet the O'Malley's office has demanded Insurance company officials

Jan. 1 deadline. th at all policies issued after Jan. who attended the meeting, how-

But the state regulators gave 1 spell out just what benefits and ever, argued that the new rules

no indication they would extend restrictions they include and that are so stringent, they could put

the deadline that was established every policy return at least 65¢ of some companies out of business.

New lifE¥ESTOR
gives them abiggercarrot that
ends up costingyou less.

It's easy to fatten up your employee benefit program
by spending more money. Lots of companies can do
that for you. Including us. But if you'd like to pull
a coup, and increase benefits while reducing your
long-range costs, Stna's new LifeVestor Plan should
really grab you.

It's got two beautiful things going for it. Not only
should it drop your term insurance costs over the
long haul. It also provides an equity investment for
your employees.

Plain and simple, it's a two contract deal. A group
term life insurance contract that you pick up the tab
for. And a group variable annuity contract that em-
ployees carry. What they put in buys them a lot of

Not wdlable in all stales

"Your objectives are out of
reach," George Lebens of Mutual
of Omaha told deputy insurance
commissioner Tom Brown. "With

some 500 insurance companies
doing business in this state, I
don't see how there is any way
you can voluntarily set such
guidelines."

Insurance firms and Florida

regulators agreed on only one
thing-that there is a multitude
of policies being marketed in the
state.

Spokesmen for O'Malley's office
say there are 50,000 different pol-
icies in the state. They insist the

number be reduced to a few basic,
standardized forms.

Mr. Lebens cited the host of

policies as a reason why the firms
couldn't make a Jan. 1 deadline.

"There are thousands of them,"
he said. "Our actuaries even have

difficulty comparing policies. If

your own experts have trouble

distinguishing between them,"
Mr. Brown retorted, "think of

a

goodies. With permanent LifeVestor units that re-
fiect the market progress of their investment fund.
Not only that, but these units come complete with
life insurance values, and cash and annuity values, too.

Quite a package. For everybody.
LifeVestor shines in a lot of other areas. Too many

to get into here. But your LEtna group representative,
broker or consultant knows them cold. Talk to him,
your financial man will love you for it.

OUR CONCERN IS PEOPLE

LIFE&CASUALTY

f.

how the public must feel."
The executive director of the

Florida Assn. of Life and Casualty
Underwriters has warned that the

guidelines could force some com-
panies out of the state.

"SOME OF the smaller com-

panies just cannot stand them,"
said Tom Waddell, who took the
underwriters post after serving as
a Florida insurance department
attorney.

Mr. Waddell warned there is "a

possibility" insurance firms will
go to court if necessary to halt
the guidelines.

Meanwhile, Mr. O'Malley's of-
Mee has entered an order charg-
ing Prudential Insurance Co. with
misrepresentation in its "Own a
Pikace of the Rock" television
commercials. Mr. O'Malley or-
dered Prudential officials to ap-
pear at a Dee. 6 hearing in Talla-
hassee to show cause why the
company should not be ordered to
halt its "Piece of the Rock" ads in
Florida.

HE SAID the ads "misrepresent
to the viewers that policyholders
of Prudential are entitled to act
in a managerial capacity, 0*er-
seeing the operations of the var-
ious enterprises which are 'a
piece of the rock. '"

The ads, he contends, "strongly
imply" that policy owners own a
.greater share of the company's
investments than an amount pro-
portionate to the face amounts of
their policies."

In Newark, N.J., a company
spokesman said Prudential "looks
forward to attending the hearing
so that we will have an opportu-
nity to provide a detailed expla-
nation of the integrity of our ad-
vertising.

"While it's true our 'Own a

Piece of the Rock' campaign has a
'smile,' its whimsey should not be
confused with deception."

Big demand
for actuaries

is forecast
WASHINGTON-A labor de-

partment official told a meeting
of the American Society of Pen-
sion Actuaries last month that

any new pension legislation will
virtually require that all pension
plans have actuaries.

Deputy Assistant Labor Secre-
tary Frank Kleiler told actuaries
meeting here that the Williams-
Javits pension reform measure
would require that funds have

actuaries. Moreover, he added, the
Nixon Administration's proposals
for fiduciary responsibility stand-
ards would make it difficult to

administer pension plans without
actuaries.

"While this administration's bill

does not expressly require every
pension plan to have an actuary,
I think it would be difficult for a

pension plan to provide meaning-
ful information in these reporting
items without an actuary," the
labor department man said.

Mr. Kleiler added that it is not
too soon for the actuarial socie-

ty to begin formulating recom-
mendations concerning whether
there are enough actuaries in the
U.S. to meet this increased de-

mand or whether governmental
education efforts are needed to

help assure the availability of
enough actuaries.

Two additional questions posed

by Mr. Kleiler were whether the
increased demand for actuaries

will increase pension plan costs

and whether the government

should rely on professional or-

ganizations such as their own to

certify actuaries. •
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Auto makers accused
of sex discrimination

DETROIT-The United Auto

Workers union has filed separate
charges against each of the Big
Three auto makers alleging dis-
crimination because of sex. They
state in the charges that their con-
tracts provide shorter sickness and
accident benefits for disabilities

caused by pregnancy.
The charges, filed with the

Equal Employment Opportunity
Commission, state that union con-
tracts with the companies provide
up to 52 weeks of sickness and
accident benefits for nonoccupa-
tional disabilities, except those
related to pregnancies.

Pregnancy and its complica-
tions are covered by benefits last-
ing only six weeks, according to a
union spokesman.

The UAW did say, however,

that they and the auto companies
acted in good faith in negotiating
the contracts in 1970, but it be-

lieves the clause has been placed
in question by "supervening
EEOC regulations."

The union said it was "re-

buffed" by the companies earlier
when it asked to renegotiate the
clause in light of the commission's
regulations and rulings.

A General Motors Corp. spokes-
man said his firm doesn't be-

lieve its benefits plan for preg-
nancy and complications, "which
are conditions unique to women,"
violates the 1964 Civil Rights
Act-as the UAW has charged.

Federal guidelines on the mat-
ter are "neither binding upon us
nor in accord with the law," ac-
cording to a spokesman for Ford
Motor Co. He added that there

has not yet been a court review of
the guidelines.

Chrysler Corp.'s spokesman
said any action to change the
clause would be "premature be-
cause of the lack of a court test to

date."

County workers split

over retirement plan
GALVESTON, TX.-Employes

of Galveston County are almost
evenly divided in their expression
of opinions for and against a pro-
posal to merge the county's re-
tirement program with the Texas

county and district program.
A group of employes presented

the Galveston County Commis-
sioners Court a petition signed by
110 employes opposing the recent
application for the merger and
asked that it be reconsidered.

These employes said the 7 %
salary employe contributions are
too high and that not enough
facts were presented last Decem-
ber when county employes voted
approval of the merger.

Counteracting the 110 names 6n
the petition .opposing the matter,
letters from three county depart-
ments showed 108 employes fa-
voring the merger. There are
about 650 county employes.

False advertising fine

repealed in Delaware
DOVER, DE.-Fireman's Fund

American Insurance Cos. are ap-
parently off the hook in the false
advertising hassle which resulted
in a fine being levied against
them by Insurance Commissioner
Robert A. Short. -

The insurer was fined $3.000

earlier this year by Mr. Short
(Business Insurance, July 17)
after it failed to include Delaware
as a state with a no-fault law in

an opinionated advertisement in
favor of such legislation.

The advertisement, called "The
sorry state of no-fault insurance,"
showed license plates of each
state divided into two groups
-those which had no-fault laws'

and those which did not. Only
Massachusetts and Florida were

shown as having no-fault on
Continued on page 42
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FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
55 JOHN STREET, NEW YORK, N.Y. 10038 • 212-233-7880

-Marine Managers-

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL MERCHANTS MUTUAL INSURANCE CO.

INS. CO. MUTUAL BOILER & MACHINERY INS. CO.
EMCASCO INSURANCE CO. MUTUAL FIRE, MARINE & INLAND INS. CO.
EMPLOYERS MUTUAL CASUALTY COMPANY
GRAPHIC ARTS MUTUAL INSURANCE COMPANY UNION MUTUAL INS. CO. OF PROVIDENCE

LUMBER MUTUAL FIRE INS. CO. OF BOSTON, MASS. UTICA MUTUAL INSURANCE CO.

GRIP
ON * THE %

In the pecialized vocabulary of the group pension profession, GRIP
and GO have meanings different from what you might expect from our
picture.

<'GRIP" is what we call our Group Retirement Investment Policy - or
Group Retirement Income Policy, if you live in Florida, Kentucky or
Montana - and 6'GO" is the abbreviation for Agroup ordinary", which
you have previously encountered in GOLI.

In combination, GRIP and GO make up a highly adaptable pension-
funding vehicle. Here are some of the features:

* Flexibility in funding B achieved by combin-
ing the guaranteed cash Ucilues of the group
ordinary policy with the growth potential of
the unguaranteed segregated equity, mortgage

and bond funds which make up GRIP.

* The contract holder may direct the pro-
portions of deposit to be made into each of
the segregated funds of GRIP, and changes in
the "mix" can readily be made. No charges
are made for transfers among the funds.,

* Crown Life wil provide administrative SeTZ-

ices for a modest annual charge; actuarial
services are .also available, with a service
charge for.any actuarial valuation performed.

TO FIND OUT more about GRIP on the GO, such as what
the charges are and how they operate, and just how well
we've been doing with our segregated funds, please mail us
this coupon.

GROUP MARKETING DEPARTMENT

CROWN
LIFE INSURANCE COMPANY/TORONTO, CAVADA

* jVo trust agreement is needed, though the
policies may be issued to a trust if desired.

* The prospective pensioners receive a pre-
retirement death benefit which may be geared
to the amount of expected pension.

* The plan may be issued to groups of 25 or
more eligible employees, with amounts of
insurance available without evidence of
insurability up to standard group underwrit-
ing limits. Minimum deposits into GRIP are

58,000 annually.

NAME.

COMPANY

ADDRESS . .

CITY STATE

*These products available in most States
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the books though Delaware had
passed a limited first-party bene-
fit law. The Delaware law, how-
ever, does not eliminate the tort
systern.

Commissioner Short felt the

exclusion of his state constituted

false advertising and fined Fire-
man's Fund, as well as ordering it
to rebate a proportionate share of
the cost of the ad to its Delaware

policyholders.
The insurer appealed and ap-

pears to have made its point.
Fireman's Fund reported that Mr.
Short rescinded his order against
the company and quotes him as

saying, "Despite our disagreement
on the definition of no-fault, I am
now satisfied that Fireman's Fund

did not violate Delaware law and

did not intend to deceive the pub-

lic by the publication of the ad-
vertisement in question."

While granting the insurer the
right to its own opinion, Mr. Short
stuck steadfastly to the feeling
that Delaware does, indeed, have
a no-fault law.

Agency acquired by

Corroon & Black Corp.
MILWAUKEE--Roberts Co.,

one of Milwaukee's oldest insur-

ance agency and brokerage firms,
will be acquired by Corroon &
Black Corp., a New York based
international insurance broker-

age, according to an agreement

in principle reached by the two
firms.

The combination will create the

largest insurance brokerage and

agency in Wisconsin, officials
said.

No closing date was set for the

transaction, which will involve

the exchange of an undisclosed
amount of Corroon & Black stock

fro all ourstanding shares of Rob-
erts, which is owned by five in-
vestors. Roberts, founded in 1908,
had gross revenues last year of
more than $500,000.

Corroon & Black has an office

here, resulting from the acquisi-
tion in March of Carney-Rutter
Inc. Combined gross revenues of
the two firms here in 1971 ex-

ceeded $1.7 million, according to
Corroon & Black.

N.J. FAIR Plan wants

money from riot pool
TRENTON-After investment

return, New Jersey's FAIR Plan,
which calls itself the New Jersey

Insurance Underwriting Assn.,
finds itself with a net Loss of al-

most $12 million, dating back to
its start in 1968. A current bill,
now before Insurance Commis-

sioner Richard C. McDonough,
calls for $5.6 million from the
state's riot pool to cover the FAIR

Plan losses for calendar years

1968, 1969 and 1970.
Subsequent losses, which would

more than double the requested
amount, are to be billed later once
premiums are earned.

The bill before Mr. McDonough
requests the $5.6 million from the
New Jersey Insurance Develop-
ment Fund, which was created in
1968 as a backup for insurance
losses from riot and civil disorder.

The fund currently has assets of
some $10 million.

The association claims a pre-
cedent for payment, since by a
state appellate division ruling in
1970, the insurance department
has paid it $33,000 in administra-

tive expenses for the crime in-

surance it now provides.

The association, a syndicate of

more than 250 casualty and liabil-

ity insurance companies doing

business in the state, provides fire

and extended coverage on prop-

erty in ghetto and substandard
areas.

Continental
We add assurance to life in the unsure world

of qualified retirement plans

00;

i. M

'% f

...withanewfixedand
Imagine the uncertainties of your corporate
retirement plan.

Should the pay-in be directed to guaran-
teed or equity funding, or both? In what
proportion? Will the benefits be cash, accu-
mulation, annuities or a combination? And

what if the needs change years from now?
Continental's new open-ended contract

provides the answers. It can be a total fund-
ing vehicle by itself, combined with life
insurance or used to complement other in-
vestment media.

This single document not only provides
fixed and equity investments, with both
fixed and variable payment options, but also
includes professional money management.

You may select the investment mix you

variableannuity contract.
want and adjust that proportion at any time
to meet changing needs. Accumulated funds
can even be transferred to the companion
fund-any time. Settlement options include
cash, accumulation in one or both funds, and

annuity payments in a variety of modes.
Administration advantages include com-

puter reports on contributions and accumu-
lations for the corporation and employees-
both voluntary and required.

Maybe it is time you reviewed your retire-
ment program. Ask your insurance broker

or a Continental Assurance man 
about this more flexible method-soon.

*
GONTINENTRLAASSURANCE Co.

A PART OF CNA FINANCIAL CORPORATION

College amends suit

against investing firm
NEW YORK-Hanover College,

Hanover, In., has dropped charges
against the Wall Street invest-

ment banking firm of Donaldson,
Lufkin & Jenrette Inc. for mis-

management of the school's en-
dowment fund, as alleged in a
lawsuit filed last December.

The withdrawal took the form

of an amended complaint filed in
a federal court in Indianapolis.

The suit, which accused the in-
vestment firm of making "specu-
lative" and "unsuitable" invest-

ments, called Donaldson Lufkin
responsible for the bulk of Hano-
ver's losses.

As a result of the withdrawal of

mismanagement charges, dama-
ges sought by Hanover have been
reduced from $3.9 million to
$931,000.

In the remaining charges of the

suit, Hanover asserted that it lost
$825,000 as a result of invest-
ments made by Donaldson Lufkin
without properly consulting or in-
forming the college.

Hanover also charged that it
lost $106,000 because Donaldson
Lufkin purchased 26,000 more
shares of Equity Funding Corp. of
America stock than it should have

bought under certain limitations
set forth in the investment advis-

ory contract between the school
and the investment firm. •

$2.7 million
court award

is appealed
MILWAUKEE,-Lear Siegler

Inc., the Toledo, Oh. mercury va-
por light manufacturer which

was ordered to pay $2.7 million
to a paralyzed electrician, asked
the federal court here to reduce

the judgment to $1.1 million.

(Business Insurance, Oct. 9)
The award, believed to be the

second largest production liability
judgment ever handed down,
went to Robert Rothman, 36, who
suffered spinal damage in a 25-
foot fall from a pole after receiv-
ing an electrical shock. He was
installing a mercury vapor light
and had just tested it when he
came into contact with the bolt

that attached the light to the pole
with a grounding wire.

Lear Siegler admitted the unit
was faulty in that a strand of
wire was loose. But Hanlin

Hayes, an attorney for Lear Sie-

gler, said in his petition to the
court, "A total of $1.1 million will

more than adequately compensate
both plaintiffs (Mr. and Mrs.

Rothman). By any analysis of the
award, it is clear that the verdict
is out of all reason, explainable
only because of sympathy."

He pointed out that the Roth-
mans would receive $66,000 a

year if they placed the $1.1 mil-
lion in a bank at 6 % interest.

A FEDERAL court jury award-
ed the $2.7 million to the Roth-
mans Sept. 29. It is believed to be
second in size only to the $3.5
million awarded to a young Ne-
vada workman who was injured
when struck by a 1,130-pound
electrical control cabinet which

broke loose from a crane.

Lear Siegler, which also asked
for a new trial in the Rothman

case, is insured for product liabil-
ity by Lumbermen's Mutual Cas-

ualty Co., Chicago; Commercial
Union Insurance Group, Boston;
and underwriters at Lloyd's.

Under the terms of the policies,
Lumbermen's would pay the first
$500,000, Commercial Union the
second $500,000 and Lloyd's the
remainder. •



Continued from page 34

Justice Sullivan commented

that "such innocuous products as
sugar and butter, unless contami-
nated, would not give rise to a
strict liability claim merely be-
cause the former may be harmful
to a diabetic or the latter may
aggravate the blood cholesterol
level of a person with heart dis-
ease. Presumably such dangers
are squarely within the contem-
plati6n of the ordinary consum-
er," Justice Sullivan said. The re-
sult of the limitation of the "un-
reasonably dangerous" qualifica-
tion, he asserted, "has not been
merely to prevent the seller from
becoming an insurer of his prod-
ucts with respect to all harm
generated by their use.

"Rather," he continued, "it has
burdened the injured plaintiff
with proof of an element which
rings of negligence. If the ordi-
nary consumer would have ex-
pected the defective condition of
a product, the seller is not strictly
liable regardless of the expecta-
tions of the injured plaintiff.

"Yet the very purpose of our
pioneering efforts in this field
was to relieve the plaintiff from
problems of proof inherent in
pursuing negligence remedies and
thereby to insure that the costs of
injuries resuling from defective
products are borne by the manu-
facturers.

"WE THINK said the judge,
"that a requirement that a plain-
tiff also prove that the defect
made the product unreasonably
dangerous places upon him a sig-
nificantly increased burden and
represents a step backward in the
area pioneered by this court."

Justice Sullivan added, "al-
though the seller should not be
responsible for all injuries in-
volving the use of its products, it
should be liable for all injuries
proximately caused by any of its
products which are adjudged de-
fective. A defect may emerge
fr6m the mind of the designer as
well as« from the hand of the
workman. "Although it is easier
to see the defect in a single, im-
perfectly fashioned product than
in an entire line badly conceived,
a distinction between manu-

facture and design defects is not
tenable. It is difficult to prove
that a product ultimately caused
injury because a widget was
poorly welded, a defect in manu-
facture, rather than because it was
made of inexpensive metal diffi-
cult to weld, chosen by a designer
concerned with economy, a de-
feet in design.

"THE PROOF problem would
be magnified," Justice Sullivan
said, "when the article in ques-
tion was either old or unique,
with no easily available basis for
comparison. We wish to avoid
providing such a battle ground
for clever counsel.

"Furthermore, we find no rea-
son why a different standard, and
one harder to meet, should apply
to defects which plague entire

Industrial safety chief
Richard Wilkins, 55, southern

Califorhia aerospace executive,
has been appointed by Gov. Ron-
ald Reagan as chief of the Cali-
fornia division of industrial safe-
ty, a $22,584 a year position. Mr.
Wilkins succeeds Jack F. Hatton
who resigned earlier this year in
the aftermath of a tunnel explo-
sion that killed 17 workers at
Sylmar in the San Fernando Val-
ley. Members of the legislature
demanded an investigation of Mr.
Hatton's division, claiming the
disaster was due to lax enforce-
ment practices by the division.

product lines. We recognize that
it is more damaging to a manu-
facture to have an entire line
condemned, so to speak, for a de-
feet in design, than a single prod-
uct for a defect in manufacture.
But the potential economic loss to
a manufacturer should not be re-
flected in a different standard of
proof for an injured consumer."

Thus, in Mr. Cronin's case, the
lower court judgment was up-
held because Mr. Cronin was
not required to establish that the
defective condition of the hasp
made it unreasonably dangerous
to user.

In the case involving Mr.
Lugue, the judgment was re-
versed and another trial was or-
dered because the plaintiff had
been required to establish not
only that the lawnmower con-
tained a defect which proximate-
ly caused his injuries but also
that he was not aware of the de-
feet at the time of the

accident. •
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How to rent insurance

 Never again
do you have to tie up

your company's
Capital in
prepaid insurance

premiums.

 Al Hamilton
here. With a dollars
and sense idea for
corporate risk
managers.

4\

() Because now
you can lease your
insurance. Just like

you lease your
company cars,

trucks or

whatever.

5\.,
'-lf My friends at
AFCO have a wide

range of insurance
premium financing

plans that cost
little-andletyou

spread outyour
premiums instead

of spreading out
your capital.

(/ Write and
AFCO will be glad
to set up a program
foryou through
your agent or broker.

No obligation
cf course.

€Ex

14 .

4

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

Title

Firm

Street

City or Town
State 7ip

The insurance rental experts.
NEW YORK: 108 JOHN STREET, NEW YORK 10038
ATLANTA BALTIMORE . BOSTON CHICAGO

COLUMBUS. O. EAST ORANGE HEMPSTEAD. NY.
KANSAS CITY LOS ANGELES MIAMI

SAN DIEGO SAN FRANCISCO SEATTLE

IN CANADA: _IDUO'

HALIFAX MONTREAL TORONTO

EDMONTON VANCOUVER
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Split life insurance products are
selling despite some drawbacks

CHICAGO-Variable life insur-

ance products which combine
savings and life insurance protec-
tion are growing in popularity,
according to a Hartford Life In-

surance Co. executive. Moreover,
he said, the growth is continuing
despite the lack of any real wide
industry support.

Split life, in most cases, consists
of annual renewable low-cost

terrn life insurance plus a long-
terrn annuity contract. Some

companies are promoting the
product on a group basis, or as a
pension arrangement, although

there is no real strong movement

to the concept as a replacement
for the more traditional benefits.

Speaking to the 23rd annual
Conference of Actuaries meeting

here last month, Donald R. Son-
dergeld, vp and actuary, Hartford
Life InsuraKice Co., said that
"many of the advantages of per-

manent cash value ordinary life
insurance and temporary term in-
surance are combined' with split
life.

"The term policies are essen-
tially permanent policies... re-
newable to age 95 or 100. When
compared with other annuity
contracts, the split life annuity
contract contains relatively low
cash values in the early years as
the commission rate in the first

year is relatively high."

THE HARTFORD Life Insur-

ance Co. has been marketing
such a product for some time now

and is still one of the relatively
few firms offering such a product.

Mr. Sondergeld explained that
under the Hartford's split life
policy the amount of term insur-
ance at any one time may be one
hundred times the amcunt of the

premium on the annuity.
For example, he said, if the

purchaser pays $1,000 a year
under the annuity contract he
may buy $100,000 of term insur-
ance and split it among any
number of lives. Coverage of the
term insurance may also be
transferred from one or several

persons to others.
Mr. Sondergeld's positive re-

marks about split life: however,
did not go unchallenged. Said
Robert D. Shapiro of Milliman

and Robertson Inc., Milwaukee
consultants:

"Split life as it exists today
is thought by many opponents to
be more in the nature of a well-

conceived marketing scheme than
a long-term beneficial product
innovation.

"The nature of the typical life
sale, " he added, "has led several
states to essentially consider the
term as " 'increasing premium
whole life insurance for the pur-
pose of defining deficiency re-
serves."'

Mr. Shapiro also charged that
split life creates "administrative
complications" which "have an
adverse effect on the price of the
split life product."

Noting that "split life insurance

is being well-not generally-ac-
cepted, though it is growing," Ed-
ward D. Brown, a senior partner

in the Atlanta actuarial consulting
firm of Brown & Flott, said about

15 companies are now offering a

split life product.

Is there a new solution
to the old problem of
loss prevention ?

Now there is! Not long ago Marsh & McLennan
gave it's top loss prevention analysts a tough assignment:
develop the most comprehensive program ever devised
to protect lives and safeguard property
in business and industry.

V\3 created a new name. too: M&M Protection

Consultants. And they came through, in spades! They
developed a loss control concept that gces far beyond the
scope and skills of the average insurance broker.

This concept includes: an exceptionally
comprehensive survey of your loss prevention procedures.
Analyses of past accidents and specific suggestions
for remedies. Extensive analyses of business interruption
loss potential. A detailed guide for complying with
the complex Occupational Safety and Health Act.
Analyses of pollution problems, with specific solutions.
More efficient methods of coping with employee
theft, industrial espionage, product liability loss.
And much more.

Find out how our total loss control program
can serve your company, help you make money
by saving you money. Ask for our brochure,
"M&M Protection Consultants". Write: A. C. Rand,

vice-president, Marsh & McLennan,
1221 Avenue of the Americas, New York 10020.

We can do more for you.

MARSH&MeLENNAN
World's leading insurance brokers

Pointing out that some
state insurance connrnissioners

have opposed the split life prod-
uct on the grounds that it is a

"simple, straight-forward con-
tract," Mr. Brown also said that
some commissioners have ques-

tioned whether the companies of-
fering split life make full disclos-
ure of the combined term insur-

ance and annuity arrangement.

Said Mr. Sondergeld: "Some in-
surance companies and insurance

departments get letters from poli-
cyholders and beneficiaries who
want to know why the cash value

was paid in addition to the face

amount under an ordinary life
contract."

Mr. Songergeld also pointed out
that under the split life concept a
matured policy may be issued for
retirement income while the life

insurance protection is continued.

"The pension and profit sharing
market thus takes on a new di-

mension with this added flexibil-

ity," he said. •

Precedent

is set on

negligence
TORONTO-The insurance in-

dustry in Canada is showing more
than passing interest in a recent
court decision here which estab-

lished a legal precedent as far as
the use of automobile seat belts is
concerned.

The key question involved in
the court action was whether fail-

ure to wear an available seat belt

constituted negligent conduct.
The decision was rendered by a

judge of the supreme court trial
division. It resulted in reduction

of the amount of damages award-
ed to a car accident victim be-

cause he neglected to wear a seat
belt.

Insurance leaders believe the

landmark decision will set the

stage for more cases dealing with
peat belts in Ontario. It was

pointed out that all other seat belt
cases were either outside Ontario
or were tried in a lower court.

Mr. Justice J. H. Osler, in his
precedent-making decision, de-
clared the action of the victim-

passenger is not wearing a seat
belt did, in fact, constitute negli-
gence, contributing to his injury.

THE JURIST imposed a 10%
reduction in damage payments as
a result of his finding.

Testimony during the trial
showed that the plaintiff was
leaning against the right hand
front door and his injuries were
suffered when he was thrown out

of the car. The court was told the
defendant driver probably dozed

off while driving the plaintiff
home from an all-night drive-in
movie. The car left the road and

the defendant suffered injuries
when he hit the pavement.

It is the opinion of legal experts
here that the court ruling may set
an important precedent and could

lay the groundwork for a new law
making the failure to wear a seat

belt an act of negligence. •

Payroll deduction law
Gov. Milton J. Shapp of

Pennsylvania has signed into law
a bill requiring employers to
make payroll deductions within
10 days after fringe benefit pay-
ments are required. In the case of
union dues, the employers are re-
quired to make the reduction
within 30 days after the payments
are required to be made to the
union. Failure to meet the dead-

lines would subject employers to
a fine of $500.
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Finance companies must insure

principal debtor in giving a loan
May 1972 -By JOHN W. GILES

A#orney at law

WASHINGTON-If you are a
finance company, you must, when

you make a loan, insure the prin-
cipal debtor, not the co-signer of
the note.

Here the action was by the fi-

nance company against the bor-
rower to recover a balance due on

a promissory note from the de-
fendant. The lender here failed to

take out disability insurance on
the borrower as contemplated by
the loan agreement, but instead,
mistakenly took it out on borrow-
er's mother, who was an endorser
or accomodation maker of the

note evidencing the loan.
The court held that the finance

company, was barred from recov-
ering the unpaid balance on the
note from the borrower who had

become disabled.

The court said that under the

' circumstances shown, it was ap-
parent that the purpose of the life

and disability insurance paid for
by the borrower was to insure the
payment of the debt to the fi-
nance company in the event of his
death or disability. Although no
spectfic conversations were had at
the time of present loan, the bor-
rower was entitled to rely upon
the circumstances that the large
premiums extracted from him as
a condition for the loan were to

be applied to buy the policy to
protect him, as in the past.

Likewise, insurance agents or
brokers have been heldliable to

a person relying on them to obtain
insurance, when they have negli-
gently failed to procure insurance
as agreed; their liability being the
amount which would have been

due under the policy had it been
obtained. Here the plaintiff, when
he became disabled, was current
in his payments, and the disabil-
ity payments were sufficient to
extinguish the debt, if the bor-
rower had been insured by that
coverage. (Coverage Finance Co.
Arnita v. Buchanan. Supreme

.D

court of Louisiana,
261 So. 2nd 652)

:i: * *

ARE YOU LIABLE if you give
your minor guest too much to

drink. "Yes," says the supreme
court of Minnesota.

That court has recently ruled
that the Dram Shop or Civil
Damage Act imposes liability on
social hosts as well as upon per-
sons in the liquor business, for in-
jury occurring to third persons as
the result of the intoxiation of the

recipient of the liquor.
In this case liability was im-

posed upon the social host of a
minor whose intoxication result-

ed in his death. The act, says the
court, applies to those invited to
wedding receptions and company
picnics, as well as other gather-
ings where supervision may be
onerous. The death of the minor

in the case was caused when he

was killed when his car left the

road.

The court noted that the Civil

Damage Act in Minnesota reveals

that the legislature intended to
create a new cause of action

against every violator, whether in
the liquor business or not. Where
liquor is furnished in a purely so-

cial setting, ordinarily, it may be
expected that the donor will take
some precautions to determine
the age of the recipient or his
state of intoxication. Those who

furnish liquor to others, even on
social occasions, should be re-
sponsible for protecting innocent
third persons from the potential

dangers of indiscriminately fur-
nishing such hospitality.

The court noted that the legis-
lature may amend the Civil Dam-

age Act to permit one who is not
in the liquor business to assert
the defense of due care. (Ross v.
Ross. Supreme court of Minnesota
- July 14, 1972.)

***

EXPLOSIONS resulting in face
disfigurements can be very ex-
pensive.

FOR

IllyE JL
7025 EASTEX FREEWAY / BEAUMONT, TEXAS 77706 /TELEPHONE [713) 892-7025 /CABLE: FOLMAIRINS

CIFIRIFIGECIECIT

In a recent case in Louisiana

the plaintiff was awarded $172,-

000 for severe facial,injuries. The
defense was that the case should

have been limited to a recovery

under the workmen's compensa-
tion law.

On that point, the court held
that construction of an additional

facility for the generation of elec-
trical power for the corporation's
plant was not part of the regular
trade, business or occupation of
the corporation. Thus the injured
employe of a contractor engaged

in constructing such facility was
not limited to workmen's com-
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pensation but was entitled to bring
the action in tort against the cor-
poration.

The court further stated that

an award of $74,945.79 for pain
and suffering was not excessive
where a 50-year old plaintiff suf-
fered not only soft tissue injury
to his face resulting in facial
scarring, but also fractures of
every bone in his face, and other
injuries resulting in surgical pro-
cedures over a period of many
months, together with a perman-

ent depression reaction and nec-
essary social withdrawal. (Du-
plechin v. Pittsburgh Plate Glass

Co. et al. Court of appeal of
Louisiana, July 1972 - 265 So. 2nd
787)

***

THE INDIANA supreme court

has abrogated the doctrine of sov-
ereign immunity of the state to
the same extent that the doctrine

has been previously abrogated
with respect to municipal corpor-
ations and counties.

.6.

bvw wggg

The court pointed out, however
that the ruling did not mean that
all governmental units could be
held liable for any and all acts or

omissions which might cuse dam-
age to persons. For example, one
could not claim recovery because

a city or state failed to provide
adequate police protection to pre-
vdnt crime.

In the case at bar, the occu-
pants of an automobile sued the
state for injuries received in a
head-on collision allegedly result-
ing from the state's negligent fail-
ure to mark the highway with
yellow line, where it was unsafe
to pass and to install signs.

The court said that the elimina-

tion of sovereign immunity means

a more . equitable distribution of

losses in society caused by the

government unto the members of

society, rather than forcing indi-
viduals to face the total loss of

the injury. (Campbell v. State.

Supreme court of Indiana, July

17, 1972 - 284 N.E. 2nd 733 •

. . . and above all professional excel-

lence! These are the qualities that make

special purpose insurance through
First State possible, effective... and enduring.

special purpose insurance- use it

for risks without precedent, unusual risks, to

simplify complicated risks, and to supple-

ment basic coverages.

PROPERTY and LIABILITY,
MULTIPLE LINE, THROUGH

AGENTS and BROKERS
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60 Batterymarch St., Boston, Mass. 02110 • Telephone 617/357-8400
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starts behind the scenes ...
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..* inmu$ specialized services.
The Argonaut approach to service is personal and direct.
Everything must be done to help each insured prevent losses.
When losses occur. as they will even under strictest safety
rules, claims must be paid fairly and promptly. And when
personal injuries h Eppen, the only consideration must be for
the welfare of the injured individual. The following services
are an integral part of every Argonaut program.
REHABILITATION: Our first goal is to enable injured
claimants to resume their normal places in productive society.
Through personal contact, courtesy and understanding, we
do everything possible to prepare a claimant Ftysically, emo-
tionally and financially to carry on his life as normally as
possible.
CLAIMS: At Argonaut we emphasize a professional approach
to claims handling. Prompt approval on all meritorious claims

and our automated check-writing procedure assures that no
claimant has to wait for his settlement due to a backlog of
work. This is why we are known for efficiency, fairness and
personal service in claims handling.
ENGINEERING: Our approach to safety is positive and pro-
fessional. Our engineers know industrial operations and equip-
ment, as well as state and federal codes and standards. Each
industry is provided with safety engineering that is specially
gear ed to the particular requirements of that industry.
UNDERWRITING: Our positive approach to underwriting is
flexible, imaginative and competi.Eve. It affords the best pos-
sible protection and service consis.ent with sound underwriting
principles. We have built our reputation on our ability to
underwrite substantial risks in all industries and provide the
broadest coverage at the lowest possible cost to the insured.

Call your independent agent or broker and ask him about Argonaut.

@Argonaut Insurance Companies
Home Office: Menlo Park, California

Principal Offices: San Francisco, Los Angeks, Portland, Boise: Minneapolis,
Chicago, Dallas, New Orleans, Atlanta, New York and other major cities.
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Continuing' is the key word to
agency's learning development
"Some time ago, we embarked on a positive program to
encourage, and reward, the successful process of contin-
uing education, both for our producers and also for our
staff. I think we've been reasonably successful in our
efforts, which have taken several directions."

writers, and two others are studying to
take exams in December. Four of us are
also studying toward a diploma in risk
management.BY THOMAS C. WATSON JR.

Vice president,
Watson Insurance Agency
Gastonia, N.C.

Business Insurance-perhaps deliberate-
tv--has never gotten into the relationship
between agents, or producers, and their
insurance companv markets. To use an
analogy. it would be like a law offi-
cer sent to quell a domestic quarrel.
Ow primary reader is the small, medium
and large corporate insurance consumer-
the guy paying the bill-and his life isn't
threatened by the upstairs landtord's
marital problems.

However, we are very much aware of
the problems agents and insurers a're hav-
ing these davs. Moreover, we are aware
that the ultimate outcome of these quaT-
rels today wit have an effect on our read-
ers' needs and how they are fulfilled in
the futliTe.

Once in a while an agent says a jew
things that reinforce our feelings that the
nation's agencv force will face up to the
challenges and changes of the future. The
following is an example. It was prepared
and delivered by a young agent from
Gastonia, N.C., at last month's annual con-
vention of the National Assn. of Mutual
Insurance Agents in New York, and has
been edited slightly from the original.

 WAS CAUGHT up several years agoin the Chartered Property and Casualty
Underwriter's theme of continuing educa-
tion. At conferment ceremonies in New
Orleans four years ago, the new designees
were reminded that this very special honor
should not be considered an end in itself.
Rather, we were urged to continue our
studies in other areas of interest to us. But
"continuing" is the key word here.

At no point in our educational develop-
ment can we call an end to this learning
process. If we do, then we must be willing
to accept the consequences, which, as I see
them, are reflected in the eventual inabil-
ity to offer our customers the best availa-
ble insurance counsel and service.

By some standards, ours is a large agen-
cy. The company groups and syndicates
we represent number something over 30.
We are housed in our own modern build-
ing containing about 7,500 square feet of
space. Our customers number approxi-
mately 12,000. We try to serve this group
of insurance consumers with a staff pre-
sently numbering 31, eight men and 23
women. Four of our men are over 40 years
of age, two are in their early 30's and two
are less than 30 years old. Two of us are

OUR FEMALE STAFF is especially
loyal and dedicated to our business. Oh,
we have our share of turnover, but many
on our staff have been with us a long time.
Last year our senior commercial casualty
woman retired after 37 years with Watson
Insurance Agency. Two of our present
female staffers have been with us for ap-
proximately 26 years, three others have
more than 15 year's service, and several
others have been with us about 10 years or
longer.

Some time ago, we embarked on a posi-
tive program to encourage, and reward,
the successful process of continuing edu-
cation, both for our producers and also for
our. staff. I think we've been reasonably
successful in our efforts, which have taken
several directions. Ikt's explore a few of -
thern-

A college education is a generally desir-
able requirement in todays business cli-
mate. Most of the clients our agency is
trying to sell are owned and operated by
knowledgable men-college gradua-

tes-and we will communicate more effec-
tively if we share common backgrounds. A
college degree, supplemented perhaps with

graduate work, lays a good foundation for
the acquisition of practical knowledge and
business judgment, which requires some-
what more than classroom exposure to ob-
tain. Seminars, conventions, association
and company schools, and independent
study toward CPCU or risk management
diplomas provide excellent vehicles for
continuing mental activity.

Each one of our eight men has the op-
portunity several times each year to at-
tend informative meetings. The National
Assn. of Mutual Insurance Agents annual
and midyear conventions invariably pro-
vide much food for thought, as well as the
opportunity to exchange ideas with each
other on an informal level. Similar oppor-
tunities exist for most of us at our state
association annual and mid-year meetings.
In addition, regional meetings provide fo-
rums for candid discussions of our indus-
try and common interests.

IN OUR OFFICE, continuing education
is important, and our people are for it.
We're going to have fewer people handling
more business and making more money.
We just paid a quarterly bonus based
mainly on efficiency, but tempered with a
little subjective judgement. Most employes
in our office with a good attitude and pro-
per initiative can potentially earn quarter
bonuses as well as adjustments in salary.

My personal education, is I hope, off to
a good start. I went to the University of
North Carolina, where I majored in busi-
ness with emphasis on insurance. Imme-
diately following undergraduate work, I
had the immense good fortune to attend
the Wharton School of Finance and Com-
merce of the University of Pennsylvania,
where I received a Masters of Business
Administration in insurance. In 1968, I
completed the requirements for the
C.P.C.U. designation. Since 1968, I have
passed one additional Insurance Institute
of America examination in the risk man-
agement program. I plan to complete those
requirements within the next two years.

At our office, we embrace the concept of
continuing education. We also inquire as
to our direction and progress periodically
to . assess the value of our program. We
guard against an obsession with education,
to the detriment of our common goals. We
don't want to be caught short like a far-
mer I heard about near my home. Our
new ccunty agent approached this fellow
in his field one day and was making a
great attempt to sell the farmer a new ser-
vice available through the university. Our
man looked out over his field, then dis-
missed the young agent with "It'd be a
waste of money son. I'm not farming half
as well as I know how."

Well, we want to use it all. The whole
thing,...We won't always have the
ready answer. No one in our office is ash-
amed to say, "I don't know." But we know
how and where to get answers to problems
and questions pertaining to coverage,
markets, and cost. As we become more „
knowledgable, we become more profes-
sional. And we continue to be known to
our clients as an agency with fresh ideas
and the ability to implement them. Our
customers benefit, and experience is prov-
ing that we do, too. •

Captive insurance company is
vehicle for many different goals
"Certainly, there are many good reasons for existence of a captive insurance compa-
ny, but in many cases, the captive concept has been overemphasized."
BY DAVID WARREN

partner,

Warren, MeVeigh & Associates
San Francisco-Los Angeles

 TREMENDOUS amount of interesthas been shown recently on the
subject of captive insurance companies,
and one specialist has gone so far to say
that all of the 500 largest corporations in
the country will have at least one captive
company before many more years are out.
This statement seems a little overenthu-
siastic. Certainly, there are many good
reasons for existence of a captive insur-
ance company, but in many cases, the

captive concept has been overemphasized.
The captive company is just one tool of

the risk manager to achieve his goal-
long-term minimization of total risk man-
agement costs, which might be considered
as the sum of: retained losses, loss pre-
vention costs, claims adjusting expense,
insurance premiums and administrative
costs.

If a careful assessment of the captive
shows that it will develop a lower total
cost over a reasonable time period than
any other program, then it should be
employed. In many cases, however, the
captive has been accepted without com-
parison of analogous non-captive tech-
niques.

The captive is also a vehicle for tax
and financial maneuvering, but when so
used, all risk management implications
must be brought out and measured. To
the risk manager and his management,
the captive company concept is seductive.
It is stimulating to create a new company,
heady for an insurance manager to become
a chief executive officer, and rewarding
for the insurance section of the corpora-
tion to become a profit center rather than
a cost center. Last, and possibly not least,
captive company domiciles, such as Ber-
muda, are pleasant places to visit.

Because of the imprecision of insurance
rating and the almost infinite variety of

Continued on following page
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markets to provide high enough 1ndemni- earned premiumsCaptives . . operations comparable to that developed
ty for certain r-sks has led to creation of Insurance companies established in the in the United States is therefore becoming
captive companies in order to pool the United States have serious restrictions on more important than ever, The captive
resources of a number of different organi- how these reserves may be invested, but insurance company is able to issue identi-

Continued from preceding page zations as well as to provide a means of offshore companies have few or no re- cal contracts to all entities concerned,
plans which might be used, it iS easy to building up reserve funds to pay losses strictions The reserves may therefore be possibly acting as a difference-in-condi-
create cost comparison charts showing the A few years ago the airlines were con- invested in foreign operations or used to tions cover to some foreign countries
captive company to be the most economi- cerned about the apparent inability of the purchase equipment which is then leased where mandatory local coverages must be
cal Several cases have occurred where insurance industry to provide sufficient to the parent This may be done if the purchased
the use of a captive has been compared to limits to cover the possible loss from a 747 captive's gross income from this and other The fact that every foreign country has
a program of full insurance, which of accident So they created two captive types of subpart 'F' income-producing ac- different insurance rules makes this a
course is unrealistic since the captive is companies However, the insurance indus- tivities is less than 30% of gross income complicated subject Some countries (Bra-
simply a formalized means of self-insur- try has, since then, been able to develop Tax is usually not paid until this money zil, France, and Mexico) allow no non-ad-
ance and should be compared to compara- the needed capacity, largely through the lS brought back into the U S mitted insurance Some (such as Argen-ble self-insurance plans use of Prudential Life Insurance Co as a tina) have compulsory reinsurance provi-

To see whether or not a captive compa- maJor source of reinsurance Improved cash flow sions Other complicating factors may beny can be of value, we should look at The Paint, Lacquer, and Varnish Assn that there are local insurance require-
various benefits obtainable from, or which created a captive insurance company, Conventional insurance pollcies are ments in lease contracts It is therefore
are claimed to have been available from, VERLAN, to provide additional capacity paid one year in advance With the cap- necessary to thoroughly check each coun-a captive insurance company for some of the high hazard plants The tive company, these premiums may be try where the captive must operate in

first negotiations through a broker were paid monthly, even at the end of the order to make certain that all local condi-
Unavailability of conventional insurance unsuccessful in developing sufficient lim- month, to give the parent the use of the tions have been considered

a particular peril its, but by direct negotiations they were money for a longer period There are three ways by which a cap-
able to obtain $10 million hmits This tive may be utilized in foreign operations

A captive insurance company can be development was aided by the use of a First, it may act as a non-admitted insur-Tax leveling
chartered to write any kind of insurance professional fire protection engineering er where this is allowed Second, it may
desired, though reinsurance for all perils firm, National Loss Control Service Corp.

The parent company may find that its be admitted to the country Third, it may
may or may not be available Some rein- (a Kemper company)

It is said by some that the world insur- own profitability fluctuates from year to reinsure the local admitted companies, to
surers will accept risks that primary un-

year so tax liabilities will also fluctuate help them achieve a lower net cost
derwriters avoid, but even when reinsur. ance markets are easier to organize One example in this field lS the Ford
ance cannot be obtained, the captive com- through reinsurance than through direct Dividends from the captive company may

be brought back into the United States at Motor Co who, in January 1968, estab-
pany can build reserves to handle a some_ insurance because of the greater freedom

a time when the tax result would be most lished Trans-Global Insurance Ltd to, in
what higher degree of self-assumption from government regulation as well as the

favorable the words of their insurance manager,
than would otherwise be possible generally freer underwriting climate in .provide a closer check on insurance ex-

One company to use a captive for this which reinsurers operate. pense of foreign operations "Overcome underwriting restrictionsreason was Johnson & Johnson, a phar-
maceutical manufacturer, who established Reduced premium costs Financial manipulation
the Middlesex Assurance Co, Ltd, to State regulations frequently inhibit the

cover product liability, particularly for The first true captive insurance compa- primary underwriters in developing ex- The word manipulation has unsavory
birth control pills, for which coverage was ny with which I am acquainted was cre- actly the program that is desired An overtones, but it is entirely legal and
otherwise unavailable-at least on accept- ated by Youngstown Sheet & Tube Co in interesting example of how such restric- ethical for financial managers to use the
able terrns. 1935 Their Mahoning Insurance Co gave tions were overcome is in the example of captive company as a vehicle for legiti-

The major 011 companies also needed mate financial transactions of considera-

ble benefit First of all, we mentioned thespecific peril coverage Following the Tor- d ,
rey Canyon tanker disaster, pollution cov- Other perils which may be difficult or impossible to in- fact that payment of dividends from the
erage was withdrawn by underwriters captive to parent can be timed, for tax or
and the oil companies developed a pool sure in conventional markets and which may be covered other reasons

through a captive company with the aero- In addition, many companies have ex-
nym TOVOLOP (Tanker owners volun- by a captive include loss of trade secrets, confiscation, change controls (especially when there lS
tary agreement concerning liability for 011 inflation or tne local currency is weaken-
pollution) . This company covered, up to devaluation of currency, credit risks, and war risks. ing), but most countries exclude the pay-

ment of insurance premiums from such$10 million, claims by governments based
on negligence They then formed CRIS- controls By selectively increasing the
TAL (Contract regarding an interim sup_ them the vehicle to accept a $100,000 per the Belk Stores This is a chain of about premium (for example, pre-paying one or
plement to tanker liability for oil pollu_ loss retention and to blanket all property 400 stores, all of which are separate cor- even three years in advance), some
tion) which raised the available limits to coverages-fire, boiler, fidelity and ocean porations located in 19 states and Puerto blocked funds may be extracted Greater

' $30 million and also covered claims by marine--into a single policy In 1935, in- Rico In total, they had about 10,000 insur- control can also be exercised over the
private persons and where no negligence surance markets were unable to provide ance policies with local agents Because of generation of excess foreign tax credits
was involved The oil companies are now such a program, so this was a tremendous the rules of the local rating bureaus, these
close to completing another captive, OIL advance for the time This condition, separate corporations could not get to- Recapture Foreign Tax Credits
(011 insurance limited), which will raise however, no longer prevails, and the cap- gether to secure blanket coverage and
limits to $75 million and cover all risks of tive company would not be necessary for discounts from the standard rates In 1951 Income tax paid to foreign countries
direct physical loss plus well control and a similar program to be developed they established a reciprocal captive in- may be credited against U S taxes How-
pollution liability In 1962, General Mills created the Gold surance company, owned by each of the ever, the credit may not exceed the tax

The peril of strikes has been insured Medal Insurance Co to cover property 400 stores, to issue policies of fire and which would have been paid on the same
against by a number of Industries The only It was domiciled in Minnesota, extended coverage at considerable sav- income in the United States Since, when
Associated General Contractors formed which has relatively lenient investment ings computing this credit, all foreign opera-

restrictions They found this was a means Underwriting restrictions may be par- tions may oe considered as a unit if de-the Arch Insurance Company in Bermuda
to reducing costs, simplifying forms and ticularly severe in many foreign countries sired, lt often develops that total taxes

in 1969 Strike insurance through captives enabling them to achieve the coverage In some cases, conventional property poli- paid overseas are at a greater rate than
has also been achieved by airlines, ship- desired by writing their own endorse- cies do not cover wind damage In other the United States tax Thus, the excess
ping companies, newspapers and printing ments rather than spending months on cases, it may not cover fire following paid cannot receive credit However, if
companies Utility companies have also discussions with underwriters earthquake, and there are other limita- foreign income is increased without pro-
developed captive company approaches to The cost advantages of a captive corn- tions as compared to American coverages portional taxes, there will be a greater
perils of pollution, seepage, etc pany seem to derive from three sources. The captive may broaden coverages to the base in the United States against which

Other perils which may be difficult or First, it by-passes the marketing and ad- conditions desired the foreign tax may be measured Thus, lf

impossible to insure in conventional mar- ministrative expenses of primary insur- a captive company develops income in

kets and which may be covered by a ance companies. which are considerably Better loss control Bermuda without any income tax, and

captive include loss of trade secrets, con- higher than those of reinsurers Second, there are unuqued tax credits from other

fiscation, devaluation of currency, credit some pecullaritles of the insurance mar- Some proponents of captive companies foreign operations, additional U S tax

risks, and war risks ketplace play a role Primary insurance claim to achieve better control of losses, benefits may be achieved Such credits
The recital of these perils and difficul- companies do not like to go to their rein- and this may be true as compared to an can amount to a considerable sum and

ties of marketing should not create the surers on the facultative placements usu- ordinary insurance program, but the cap- have proved to be the motivating factor in
assumption that all such coverage is una- ally necessary in a captive operation. tive technique as such has no particular the formation of captive companies for at
vailable through existing insurance mar- Third, reinsurance underwriters are ac- advantage in this regard. It lS the fact of least two companies, including Celanese

kets Before hope is abandoned, a thor- customed to special rating and unasual risk retention (however obtained) that Corporation.
ough search of existing markets and conditions, whereas primary underwriters focuses management's attention toward
methods of obtaining coverage should be are trained more in the ordinary high loss control and encourages the use of Deductibility of Reserves

made Underwriting requirements are be- volume business professional loss prevention engineers

coming less rigid than they have been It is well known that insurance pre-

previously, and it also may be that the Source of tax-free overseas investment Integrate foreign and domestic insurance miums are a tax-deductible expense
proper approach has not yet been de- whereas reserves established for losses incapital

veloped but could be with some additional The rapid growth of American compa- a self-insurance program are not The loss
thought As insurance premiums are fed into the nies' foreign operations is shown by a itself is deductible, however, the deduc-

captlve operation, reserves are established commerce department estimate that tion may not exceed the book value of the
which may then be invested In addition American business investments abroad in- asset For a company which has a great

Inadequacy of limits (capacity)
to accumulated profits, reserves may be creased from $54 7 billion in 1966 to $78 1 deal of valuable old property which may
established for 115% of estimated claims; billion at the beginning of 1971. The have been written off the books, there

The inability of conventional insurance losses incurred but not reported; anc un- achievement of protection for overseas Continued on page 50



AtC1Uwe fightdirty.
We fight dirty ain We fight dirty
waten How?

By refusing to write insurance
for willful polluters. And by not
renewing coverage of clients who
persist in polluting, as we recently
did in certain cases.

Why? Because pollution isn't just
dirty business, it's bad business.
And as far as we're concerned the

polluter who refuses to correct the
situation is a bad risk. From a bus-

iness standpoint, CNA believes
that a concern that stubbornly
refuses to correct its pollution
problems will prove to be unprof
itable in other areas From an

ecological standpoint, it blatantly ever we can, wherever we can, as
degrades the general environment, we've helped more than one hun-
CNA has no desire to profit from dred clients in just the past year.
such a customen So let's fight dirty togethen

On the other hand, CNA does Because this is the only kind of
desire to help. So we'll work with fighting that can win a better
any client or prospective client who future for all of us. Call your CNA
wants to clear up a pollution prob- agent. Or write us. We care about
lem. Our specially trained environ- the company that cares about
mental specialists will work with tomorrow.
them, or any experts they appoint,
in analyzing their situation and rec- Working to insure
ommending remedies. We'll even a better tomorrow.
consult with architects before new

buildmgs go up. Well help when- ;•
APARTOF CNA FINANC[AL CORPORATION

CNA/insurance 310 S Michigan Ave. Chicago, Illinois 60604, Continental Casualty Co., American Casualty Co., National Fire Insurance Co. of Hartford,
Transcontinental Insurance Co. Transnortation Insurance C.n Vallev Fnrne Infiiranre Cn VAllev FnrnA T ife Inguranre Cn CNA Invectnr ciervire= Inr
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business insurance Boise Cascade Corp and El Paso Natural conglomerate A dispute arose over the • Retrospective rating plan The retro
3-E1BBE03(*fH\]/TW Gas Co have been asked to furnish a subsidiary's property loss, the insurance has been suggested as a possible optionfederal grand Jury for the southern dis- company saying it was not covered and for a captive company, but in most cases

trict of New York with certain 1nforma- the insured saying it was The dispute lt would not be competitive because of the
Continued from page 48 tion regarding their operations on Bermu- finally got to the president of the con- expense loadings In a retro plan, a con-da The justice department lS also looking glomerate, who settled lt by making each ventional premium is paid but at the endmay be little or no tax deduction in the for the use of loopholes in foreign regula- carry a portion of the loss However, the of the policy period it is ad] usted accord-event of loss, whereas the insurance pre- tion Insurance premiums paid to an off- insurance company's reinsurers balked at ing to losses plus loss expenses, with amium to cover the loss would be deducti- shore captive do not necessarily quality as this, and the insurer was forced to take a maximum and minimum premium Theble The captive company affords a vehi- transfers of capital under foreign invest- larger share of the loss than he wanted It loss expenses include costs not present incle for building up tax-free reserves using ment regulations, though this rule is being then decided to carry no more business of a self insured plan (brokerage, acquisitiontax deductible premiums studied with a view toward change An- related companies

The above represent a number of rea- other interest of the Justice department costs, premium taxes, etc )
sons advanced for the use of captive in- may be the use of the British method of • Account rating For a large account,WE SHOULD again add to be verY especially when employe benefits are in-surance companies, but some cautions are accounting in setting up insurance re- sceptical of profit comparisons, because it cluded, a plan which is essentially costin order In 1968, estimates were that serves This may allow companies to keep is easy to manipulate the figures of a plus a relatively low fee may be de-about 20 captive insurance companies had more tax-free profits in the foreign sub- non-captive program to make it appear veloped A number of possible formulasgone out of business In addition, a num- sidiary than those required by regulators more costly The only real comparison is are available for relating future pre-ber have encountered problems Anderson, in the US, depending upon the timing of to compare the captive to the best possibleClayton Co had a captive insurance com- premium payments miums to past experience
pany which lost a considerable amount of program that can be developed without . Line of credit Bank lines of creditThe Internal Revenue Service currently the captive Such programs may be de- may be utilized under certain conditions,money by writing reinsurance for others has several hundred investigators looking veloped, but to secure the best possible though this is not very widespread be-in the 1950's Swift and Co had a captive into the captive insurance company situa- program of excess insurance or high de- cause the cost is generally high, some-which caused them to dip into their own tion The Wall Street Journal of Sept 8, ductible programs, it is usually necessarY times about 05% of the amount of creditsurplus to keep it afloat 1971 headlines "Offshore insurers, sub- to have the insured, the broker and the

There are also a number of regulatory sidiaries of big U S multi-nationals, pique underwriter, all sit down together and However, when insurance is very high, as
trends in motion today which could have the Revenue Service " It further stated work out a specific program is the case with offshore drilling rigs
a considerable impact on future captive that the IRS would like to get a look at having a rate of 9 75 %, the line of creditSome of the alternate plans which may be a worthwhile alternatecompames For example, the National the books of the captive insurers out the should be investigated before becoming To conclude, the recommended se-Assn of Insurance Commissioners is con- Bermuda bankers and lawyers made lt committed to the captive company conceptcerned Joseph A Humphreys, executive clear that that wasn't hkely are quence of action for those considering a
director of the NAIC non-admitted insur- The hazards are further pointed out by captive company is

• Excess insurance Determination of . Assemble complete loss data for aters information office, was quoted in the the insurance manager of Armeo Steel the maximum acceptable loss can be least five years in all lines, broken downNational Underwriter of Jan 7, as citing Corp, who established a Bermuda cap- made and coverage negotiated for limits by year"an increase in establishment of alient tive He said, "do your homework before in excess of this amount This can be done 0 Assembling underwriting data on alloffshore insurers and in particular, those you charge into this business We spent either as a straight per-loss excess or an maJ or locations in as complete a form ascompanies set up by large U S trade asso- approximately one year developing our excess over an annual aggregate With possible, including photographs and fireclations having numerous unsophisticated program and checking the various legal, this program, it may also be necessary to maps of principal locations with probableinsurance buyers " He apparently has a tax and investment activities involved in contract for claims adJusting (if anY maximum loss estimates clearly shownlegitimate concern for the captive compa- a Bermuda company We knew exactlY workmen's compensation or publle liabill- 0 Market the non-captive plan whichny which bind together a number of what we wanted to do and how we were ty is involved) and for loss prevention seems most appropriate by threeway con-smaller units rather than the large sophis- going to accomphsh it before we started work, particularly in fire lines
heated corporation and its captive How- Even so, we encountered certain tax and ferenees between the buyer, his broker,
ever, they are also concerned about the other restraints not originally anticpated • Spread loss plan Many variations and the underwriter at the home office of

are possible of a spread loss, or chrono- the insurerescape of U S insurance company invest- For example, we have had some difficultY logical stabilization, plan, which charges • If the program obtained above doesment capital

getting a clear set of do's and don'ts in an annual premium based on actuarial not completely satisfy the needs, or ifour international activities "
THE U S JUSTICE department has sub- projection of total losses The contract is such factors as foreign tax credits can beThere is also the possibility of conflict for a five to ten year period, arranged so achieved only through the captive ap-poenaedthe records of several U S corpo- of interest conditions One American con- the underwriter pays all losses but lS proach, then commission a captive study,rations with captive insurance operations glomerate owned a commercial insurance ultimately reimbursed, maintaining a using either in-house specialists in insur-in Bermuda At least eight U S companies, company who caried insurance on some small loading for acting as banker The ance, taxes, accounting, and legal, or theIncluding Tenneco Corp, Celanese Corp, of the other companies owned by the goal is simply that of leveling losses use of an outside consultant

r..- Transamerica sets up insurance manager until eight or
nine months ago, when a staff of
risk managers was brought in

Mr Bausom said Herb Cun-

risk management dept. ningham, risk management su-
pervisor, was brought in first But
it was soon discovered that Trans-*{Sbrt;S)15*0-kA)-QuEL @18#-6*19*5) SAN FRANCISC 0-Trans- operations of the "multi-market- america, which spends $7 million

america Corp, with assets of $4 ed service organization " to $8 million on insurance yearly,bilhon and ownership of six in- That description of Transamer- needed two men1%***ffl@@ *(Rk%lip{*63? 000 surance companies, hac no risk ica Corp was given by Gary Bau- He then clarified the office's
management department up until som, newly selected risk manage- responsiblhtles "Both of us han-nine months ago

You probably are seriously concerned about ment assistant He explained that dle all aspects of risk manage-
gathering accurate, objective information But the new risk management the corporation's insurance deal- ment for Transamerica Corp,

staff lS changing the insurance ings were watched over by an -worldwide
on which to base your decision.

"We are revamping-almost------

A CAMERON AND COLBY completely-the insurance pro-
gram as it has existed in the

FEASIBILITY STUDY WILL GIVE YOU past," he explained "Our big Job,
FACTS AND EVALUATIONS. NEW! LOW-COST KIDNAP up to now, has been to apply risk

management principles to Trans
america Corp and all its subsidi

Authorize such a study and a team of professionals RANSOM INSURANCE aries," he cited Mr Bausom

- experienced in insurance organization and further explained that this in
cludes such principles as coemanagement - will make a penetrating analysis saving and self-insurance

of your loss patterns and exposures, premiums and New facilities tailored for banking and savings and loan institu-
So far, he said, general liabi

coverages, including industry comparisons. tions No conflict with quotations from competing domestic ity and auto coverage has beer,
revamped, the corporation 5 m

A single, cgncise report - presenting our findings
companies and foreign underwriters. Broad coverage for all
employees, directors and their families at very competitive rates the process of reworking its prop-

erty coverage, and new fidelity
and projections - will weigh the costs and advan- with no deductible Options of $150,000, $250,000 and cover has been Instituted

tages of a captive, related to your corporate objec- $500,000 limits available For more details, phone us at Mr Bausom, who had served in

tives and the necessity to protect assets and (415)981-0563, use the coupon, or have your Agent or Broker the University of Wisconsin's risk

earnings. contact us management department, noted
that Transamerica lS also looking
into self-insuring its workmen's

If you are interested, we'll be glad to discuss a study Your Name compensation program
Title

with you - without obligation. For information... With the revising of old sys-
Name of Savings and Loan tems and the setting up of new

Albert R. Dow, Vice President ones, Mr Bausom said, "We try to
MANAGEMENT SERVICES DIVISION broaden the scope of coverage

Head Orfice Address and then apply the principles of
risk management to them "

CAMERON  COLBY CO. He also noted that his office is

Number of Directors, Officers, and Employees working to bring the company in
compliance with OSHA regula-

Name and Address of Agent or Broker tions, and to bring risk manage-
ment into the area of employe

60 Batterymarch Street, Boston, Massachusetts 02110 • 617/357-8400 safety and health The firm is in-
PACIFIC INTERNATIONAL BROKERS, LTD vestigating hiring professional

255 CALIFORNIA STREET consultants, Mr Bausom said, as
SAN FRANCISCO, CALIFORNIA 94111

one approach to occupational
„ health and safety problems •



November 8-10, American Management Assn., orientation sem-
inar, "Communicating employe benefits," AMA headquarters, 135 W.
60th St., New York, N.Y. 10020.

November 9-10, American Management Assn., annual national in-
surance conference and employe benefits conference; Drake Hotel,
Chicago. For more information write the AMA, 135 W. 50th St., New
York, N. Y. 10020.

November 13-15, National Assn. of Independent Insurers, an-
nual meeting, Shamrock Hilton Hotel, Houston, Tx. For more informa-
tion write Vestal Lemmon, NAII, 2600 River Rd., Des Plaines, Il. 60018.

November 20-22, American Managernent Assn., orientation

seminar, "Special risk underwriting and markets," AMA headquarters

135,W. 50th St., New York, N.Y. 10020.

November 27-December 1, American Management Assn., five-day
course, "Fundamentals of employe benefit programs," Ambassador
Hotel, Los Angeles. For more information write AMA headquarters.

December 12, Institute of Life Insurance, annual meeting, Waldorf-
Astorla Hotel, New York. For more information write the Institute,
277 Park Ave., New York, N.Y. 10017.

Risk men

could boost

their role
CHICAGO-Risk managers

may be more prepared to play a
meaningful role in the corpora-
tion of the future than other mid-

dle and upper management execu-
tives, James Chastain told the
annual ASIM Midwest regional
seminar held here last month. Mr.

Chastain is alumni professor of
insurance at Drake University in
Des Moines, Ia.

He characterized tomorrow's

company as one devoid of the
usual pyramid, or vertical, bu-
reaucratic structure, and noted
that by 1990, many companies
would be built instead on an or-

ganizational model based on sys-
terns theory and encompassing a

horizontal, or diagonal, personnel
pattern.

The new generation of organi-
zation men, the professor stated,

will be "wearing a number of dif-
ferent hats, sometimes acting as

leaders, sometimes as followers."
"Middle management will dis-

appear," he predicted, "with deci-
sion making placed in fewer
hands."

REFERRING to Allen Tofler's

"Future Shock," Mr. Chastain
noted that corporations would

stress "adhocracy," emphasizing
projects and "disposable division"

rather than stable job positions.
Here, Mr. Chastain asserted, is
where most good risk managers
are competent already, since even
now they frequently deal with
the operations and problems of a
number of departments.

Furthermore, he pointed out,
the risk manager is already farnil-
iar with quantitative analysis
and probability theory, something
he predicts will be of premium
importance to future business.
"Risk managers," he said, "will
continue to measure the odds,
only in the future they will be
called upon more to establish

probabilities on dynamic risks
rather than static risks."

He also predicted, referring to
the works of a variety of "future
experts," that conglomerates
would be doing more buying and
selling of subsidiaries and at a
faster rate. This too, he noted,
will place the risk man in an im-
portant position in terms of han-
dling dynamic risks.

Another area he keyed upon
was the impact of the "knowledge
explosion. Since no one can know
it all," he said, "make sure your
department knows it all. The risk
manager of the future will have to
make full use of more knowledge

Pension
Investment
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A Flexible Market for 

Treaty Reinsurance,

Casualty Facultative Reinsurance
and Excess Covers.

Call [212] 269=0300
NORTH STAR

REINSURANCE CORPORATION
90 William Street,  New York, N. Y. 10038

.I!...11..Al

We think
we offer

more of it.
If you're responsible for

administering employee pension
funds, read about these

„ Equitable pension investment
 accounts. There can be

significant.advantages for your
fund with this diversity.

Common Stock Account.

Objective-to achieve capital appreciation and increasing dividerid return with an
acceptable amount of risk,

Special Growth Common Stock Account.
Objective-to achieve a higher capital appreciation-with an accompanying higher risk-

than most of the securities in our regular common stock account.

Publicly Traded Bonds.
Objective-to achieve a high rate of return consistent with sound investmenl standards,

and to maintain a -easonable degree of liquidity.

Directly Placed Bonds.
Objective-to produce a more favorable rate of return than publiclytraded bonds, (although

liquidity will be significantly less).

Short Term Account.

Objective-to temporarily invest in short maturity 5ecurities until eventual investment in
other accounts.

Statistical information is available on the per-
formance of these accounts. Write James A. Attwood,
Senior Vice President, Group Operations,- The
Equitable Life Assurance Society of the United States,
1285 Avenue of the Americas, New York, N.Y. 10019.

THE EQUITABLE
©The Equitable Life Assurance Society of the United States,

New York, N.Y. - 972
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Antagonist attorneys strike common ground
CHICAGO-Two old antago- the plaintiffs attorney has to room is the testimony of the I

, nists kicked off the Business In- prove is that the product was plaintiff as to how the product
surance product liability workshop "unreasonably dangerous" ( it acted and supporting testimony
at the Regency Hyatt O'Hare here acted in a manner different than by an "expert."
by warning the attendees that it was expected to act), that the Not only are those who deal in
product liability litigation was defendant is a dealer in the prod- the product, from manufacturer
going nowhere but up and of- uct and that the victim was in- to retailer, subject to liability in «
fering some advice on how their jured by the unreasonably dan- product cases, according to Mr.
companies could defend them- gerous product. Negligence on the Ring, but so are the manufactur-
selves against product claims, ers of component parts of the

Leonard M. Ring, an attorney product. He felt that it would be
affiliated with the American Trial business insurance

difficult for component part mak-
;,+, Lawyers Assn., and Michael Coc- ers to escape liability because en-

cia chairman of the Defense Re- workshop gineers could invariably find the

 search Institute's product liability  , exact defective part which caused
committee, have opposed each part of the manufacturer need an accident.
other in the courtroom but their not be proven. Component part manufacturers
comments at an evening session could also run into trouble be-
connplernented each other. HE ALSO felt the courts had cause, if the product manufactur- A

After briefly tracing the history allowed a "relaxation in the area er was in any kind of financial
of product liability litigation, Mr. of proof." Circumstantial evi- difficulty, attorneys would look to
Ring pointed out that the rule of dence, he said, is now being al- other sources for redress. "We are
strict liability was being upheld lowed in product liability cases. practical guys on the plaintiff'sLeonard M. Ring by the courts. In other words, all All that is needed in the court side," he said. "We just find out Michael Coccia

James rates an,Osear !

4

«RE MAN FROM

OSHA"

Our brand new film production, "The Man from OSHA," really puts the story across. Imag-
inatively created to reach, inform and help supervisory personnel, in compliance with the
complex Occupational Safety and Health Act, the film does more than entertain. it gets
action. Complementing this fast-paced audio-visual presentation is our OSHA-oriented
training course called "Operation Zero"-a double-barreled approach to accident preven-
tion fundamentals. These two educational tools can go a long way in helping you reach your
safety objectives and at the same time lower your insurance costs. Let James' OSHA Informa-
tion Center help you!

OSHA FILM PRESENTATION
"The Man From OSHA"

Slide Presentation-160 srdes for carousel

projector with pulsed cassette sound track
for automatic proiection. Also available on
16mm mm.

PREVem,4

MmENTION
Am[tami*/A

15 -

*eN ZaHU

Complete Supervisory Training Course-15
volumes. Tests are compute: graded, returned
and quarterly progress reports are mailed to
management. A Certitbcate is awarded upon
successful completion.

Fred. S. James offers these two hard-hitting ap-
proaches in helping you become informed on OSHA:

FILM PRESENTATION: "The Man From OSHA" is a
whimsical look at the Occupational Safety and Health
Act and how it works. Shows examples of most frequent
violations with concrete suggestions for compliance
and better uncerstanding of the Act.

SUPERVISORY TRAINING COURSE: The finest, most
comprehensive industrial accident prevention program
available. "Operation Zero" employs the tools used by
professional managers at all levels, such as setting
objectives, piaining, organizing, directing, controlling,
etc. This five-phase OSHA-oriented supervisory training
course is available at low cost.

OSHA SUPERVISORY
TRAINING COURSE

"Operation Zero"

* James
Fred. S. James & Co., Inc.

insurance Brokers and Consultants Since 1858

HANDY ORDER FORM

Corporate Director of Safety, Fred S. James &
Co., Inc.,OSHA Information Center, 230 West
Monroe Street, Chicago. Illinois 60606

Please send me the following items. Check is enclosed.
E Slide Presentation-' The Man From OSHA" $100 ea.

m 16mm Film Version-"The Man From OSHA" $150 ea.

E] Supervisory Training Course $ 40 per course
0 Information Pamphlet-

"What You Should Do About OSHA" Free

U Information Pamphlet "Operation Zero" Free

Name

Addreqs

City, State & 7ip

who has the money."
Mr. Ring and.Mr. Coccia agreed

that providing warnings on prod-
ucts was tremendously importan:.
as was providing proper instruc-
tions as to the product's use. Mi-.
Ring also expounded on the sub-
ject of defective design.

HE POINTED out that defee-
tive design would become a very
popular vehicle for litigation be-
cause, in his opinion, the Jourts
felt that the manufacturer should
be held to :he same standards as
experts. This: he said, carried
over into the manufacture of new
products, which can cause prob-
lenns because there is no history
on them, how they act might not
be known.

Referring to what he called
"the state of the- art," Mr. Ring
said, "If the accident is caused br
some=hing you, as the manufactur-
er, should have known, you will
be held liable.:'

Mr. Coccia, predictably, was
less pessimistic, He began br
saying, "Your product is defensi-
ble as long as you are interested
in it," and added that strict liabil.
ity was a good thing because i.
allowed the manufacturer to look

hard at his product and gave him
the chance to prove that it is no.
defective. "If the product is de-
fective, pay the claim."

Pointing out that the courts
seem to feel that the manufactur-
er is in the best position to in-
demnify an accident victim, he
said that an effective defense
must be built into the product
Manufacturers should be as con-

cerned with the liability of E
product as they are with its mar-
ketability and its life. "Desigr:
your products as though absolute
idiots were going to use them,'
Mr. Coccia advised.

HE EMPHASIZED the impor-
tance of adequate labeling and
warning on a product by spend-
ing a good deal of time on the
subject. The manufacturer, when
labeling and warning, should an-
ticipate the misu:e of a product
as well as its intended uses. He

listed eight steps to providing
adequate warning:

• The warning must reach
every consumer, no matter how
remote-thai one in a million
could win a judgement.

• The warning must be com-
municated effectively.

• The warning must be specif-
ie-the courts mean very specif-
ie, he said. Saying, "Do not use
near an open flame' is not enough
anymore because the courts see
nearness as a matter of degree.

e The warning must be calcu-
lated to reach the consumer with-

out listing ervery single risk on
the label.

• It must warn of the dangers
of misuse as well as those of in-

Continbed on following page



Antagonist at
Continued from preceding page
tended use.

. The manufacturer should

not rely on instructions and di-
rections to convey warnings.

e Warning labels should be
durable as well as accurate-for
example, a warning could be
stamped on a machine like a
punch press.

• Any supplemental warnings,
such as demonstrations, should be
accurate, because the rnanufactur-
er is liable for what his agents
say.

TURNING TO quality control,
Mr. Coccia urged the manufactur-
ers to be in a position to prove
that the product was free fronn
defect When it left th@ir cohtrol.
"Reasonable quality control is a
defense against a negligence

claim," he said, "but an Onreason-
able amount of testing and check-
ing is needed to defend against
strict liability."

He pointed out that quality
control began with the arrival of
the components parts and ended

State plan
to pay big
medical bills

PHOENIX-An insurance pro-
gram that would pay medical
bills in excess of $2,000 for every
person in Arizona would cost $30
per person annually, the Arizona
house interim health subcommit-
tee was told.

Dr. Melvin Goodwin, director.
of the state Health Planning Au-
thority, made that estimate at a
meeting of the subcommittee that
was convened to study the prob-
lem of catastrophic illness.

Mr. Goodwin also estimated

that 1,270 Arizonans each year
encounter illnesses that cost them

more than $9,000. Only 20% to
35 % of all health costs are paid
by insurance companies in Arizo-
na, he asserted.

State Rep. Burton Barr, House
majority leader and chairman of
the subcommittee, said he and the
other two members of the sub-

committee were trying "to assure
that health care is available to

everybody and at a price they can
afford."

THE STATE is studying ways
to provide "some form of protec-
tion so that we can eliminate

medical bankruptcy," said Mr.
Barr. "Bankruptcy is on the rise;
the hospitals are stuck with
thousands of dollars of debt."

afford."

The legislators said they envi-
sioned a program in which the
state would work with private in-
surance companies to develop a
catastrophic illness insurance

plan administered by the private
companies.

Under such a program, the
state would contribute funds to

help pay insurance premiums for
those financially unable to do so,
they stated. •

License suspended
Oregon Insurance Commission-

er Lester Rawls has suspended
the license of the Insurance Co. of

Pennsylvania to do business in

Oregon for 90 days for violations
of state insurance rules. He said

Oct. 16 the company was charged

with not submitting · advertise-

ments for required approval; mis-

representations in ads; refusal to

pay claims in a reasonable time

and denying claims without basis.

torneys
when the product left the manu-
facturer's control. Quality control
records should be kept through
the entire life of the product be-
cause that product could be used
in 25 years as well as immediate-
ly.

Manufacturers should respond
to their consumer complaint file
because it gives notice of any
problems. He also urged that the
manufacturers be highly careful
with their service contracts.

"Your machine may be perfect,"
he commented, "but the repair-
man you send may put in a de-
fective switch."

He added that insurance com-

panies were not "guarantors that
your product is going·to work.
The insurer will defend you in
case of trouble but our ability to
defend is no stronger than your
product is safe." •

business insurance, November 6, 1972/53

LIFE · HEALTH ·
FINANCIAL SERVICES
SPECIAL ISSUE
DECEMBER 4-AD CLOSING: NOVEMBER 21

business
insurance
newsmagazine

NEW YORK:

630 Third Ave. (212) 986-5050

CHICAGO:

740 Rush St. (312) 337-5200

LOS ANGELES:

6404 Wilshire Blvd. (213) 651-3710

Hereknewhelpin interpreting and complying withOSHA regulations
How does OSHA apply to your company? What
are your responsibilities and how can you best
meet them? Are you doing all you should to protect
your employees from occupational safety and
health hazards, and yourself from OSHA's teeth?
Commercial Union Companies can help. A new
CU Data Pack provides a convenient summary
of basic OSHA information, together with a sug-
gested Loss Prevention plan.
What's more, CU Loss Prevention Specialists .

Now leasing . . One Beacon Street. New 40-story building,
U.S. headquarters of Commercial Union Companies,

\ Boston, Massachusetts 02107.

C

Companies

U

some 400 of them throughout the country . . are
equipped with the latest information and exper-
tise to guide you through the ccmplexities of this
new legislation. They can assist you in setting up
required records, and can conduct detailed inspec-
tions to help discover and eliminate, as far as possi-
ble, potential trouble spots and violations.

Write for your free OSHA Data Pack, or call your
independent agent or nearest Commercial Union
office for expert loss prevention assistance.

Insurance/
Financial Services
110 Milk Street,
Boston, Massachusetts 02107



54/business insurance, Novembef 6, 1972

Risk men attack the product liability problem
CHICAGO-As one answer to

dealing with product liability ex-
posures, Edward D. Hansen, risk
manager and attorney, Trans

Union Corp, has suggested a
comprehensive seven-step corpo-
rate game plan that begins with
commitment from top manage-
ment to product safety.

 Speaking on the risk managers
panel at the Business Insurance
product liability workshop held
here, Mr. Hansen noted his plan
was devised for a company with
multiple divisions and a single
corporate staff with divisions act-
ing as profit centers.

After receiving high-level en-
dorsement, the authority for a

product liability prevention pro-
gram should be delegated to some
one at the corporate level, prefer-

ably the risk manager, who Mr.
Hansen deerned "the logical
choice. He is the one to whom ev-

eryone turns when product liabil-
ity claims arise, and he is the one
who generally must assess the
cost of product liability."

Responsibility must also be es-
tablished at the operating, or di-
visional level, he continued, with
division managers designating
themselves or someone else at

that level to be product liability

business insurance

workshop
control manager to head a di-

visional product safety committee.
A complete product liability

control program, Mr. Hansen

said, would include:

• Reviewing product design to
weed out potential hazards before
production.

• Checking production for
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error-free workmanship.
• Making sure product inspec-

tion and tting is adequate.

• Instituting development of
clear warnings, instructions and
labeling.

• Cnecking claims ard re-
v.ewing claims for failure analy-
sis.

• Making sure legal and in-
surance d€par:ment review all ad-
vertising for expressed or implicit
warranty.

• Maintaming careful and com-
plete records for legal defense
purposes:

R. E. Nilsson, assistant treasur-
er for Walgreen Drug Stores.
which distributes over 50,000
items and manufactures its own

as well, report.ed tha: he depends

heavily or hold-harmless agree-
ments as stipulated on purchas€
orders. "Tnis is a good method,'
he noted, "when we deal with
huge suppliers. Unfortunately, it's
more difficult when we deal with

small firms who find such ar-

rangerr.ent: financially difficult."

MR. NILSSON stressed the need

for exhaustive product t.esting
and record keeping, and warned

cther companies to "beware of
'odd ball' products from small
manufacturers-' who might not be,

as extensive in their testing.
Since Walgreens cwns a line of

discount stores in the Southwest,
Mr. Nilsson commen:ed that fo-

reign knpolls can cause knotty
product liability problems. "It's
diffieut. to issue a purchase order
that has any meaning in some for-

eign ccuntries:" he said, noting
that "Walgreens dou-ie checks all

imports for hazardous condi-

tioes."

Emphasizing less prevention
was the theme of Sheldon H.
St:ubitz, manager of corporate

insurance, Chemetron Corp., who
predicted a dismal product -iabil-
ity future for corrorations be-
cause of the current legal envi-
re)nment.

The risk manager must know
his company thoroughly, he com-
mented, and "seek oct those peo-
ple who reslly know what's going
on." He· added that the risk man-

ager "can't always be a nice guy
because of pressures within the

organization" and that the risk
man should at least point out the
possibility of discontinuing unu-

sually high-risk operations to top
management. "Don't te shy about
this," was his aimonition.

Mr. Staub.tz- continued, "You
have to be involved in an active

review of all iontractual agree-
ments and dccuments''in looking
for implied )r hidden liabilities
and suggested tjhat the risk man-
ager insist upon passing risks to
other ccmparies wherever possi-
ble. He condemned as "uncon-

scionable" she number of giant
ccrporat.ons that could easily
take on risks but that avoided

them instead. For those less-

than-giants, he said "the worst
thing you can do is assume re-
sponsibility you don't have to."

RALPH M. PARILLA. admin-
istrative coordinator for Pepsi-
Co-a General Bottlers Inc., noted
that only a small percentage of

his company's product liability
claims, and then only the largest,
are reported to the insurer. All
small nuisance claims are self-in-

sured, he said, and "we employ a
public relations man whose only
job is handling small product lia-
bility claims.

"We go to the insurance com-

par. y only in case of bodi!y inju-
ry," he commented, "and the gen-
eral manager should be, and in-
deed, is advised as to the progress
of each and every suit."

The problem of indemnity from
foreign suppliers was exp: ored in
greater depth during an afternoon
mini-session in product liability
risk management, conducted by
Mr. Hansen. This seemed an area

of great concern as many of the
risk men· in attendance volun-
teered horror stories of their own.

The consensus at the shir--

sleeve session was that that, yes,
this is a bad problem, notably in
the Orient, and, no, there aren't

any stock solutions. One risk man
said that his company was trying
to put together an association of
the foreign companies with which
it did business. In this way, the
U.S corporation could purchase
liability coverage and charge the
members of the association.

The comprehensive general lia-
bility policy was mentioned as a
solution but it was pointed out
that while a $50 million umbrella
would cover the loss, any other
insured under the policy would
suffer because of it.

ANOTHER ASPECT of product
liab-lity that was consid red a
problem with no real answers was
the education of top manazement
To its dangers. Some of the risk
men in attendance indicated that
their management refused :o hear

anythir.g about the subjecs. Pro-
posals for solving the problem

ranged from "just go in and tell
him," to "having a big loss helps."

It was agreed that top manage-
men: would probably perk up if
product liability cases led to a
derivative action. The provision

in the Occupational Safety and
Health Act under which manage-
ment personnel are subject to jail
sentences was also mentioned as

an eye-opener:

Mr. Staubitz summed it ur. "Do
what you can," hJ sai21. "Det as
close to the problern as possible
and if management doesrh act.
move on. You've got other' prob-
lems." ,

The panel members and moss
of the others at the session agreed

Continued on page 59



CHICAGO-"It is apparent

today that the greatest liability
exposure for manufacturers, and
everyone else in the chain of dis-
tribution, is in the product area.
And anything that is a problem
for the insured is a problem for
those who provide the insurance
coverage," said Robert Schaible,

product manager-liability for

Employers Insurance of Wausau
at the Business Insurance product
liability workshop here.

He pointed out that the number
of product liability suits had
jumped from 50,000 in 1960 to
500,000 in 1970 with nothing on
the horizon but growth. As the
number of suits has grown, he
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Consumerism and affluence fan liability flame

Robert Schaible

said, so has the size of the awards
granted by juries in product
cases. As an example, he cited
figures from Jury Verdict Re-
search Inc. which showed that the

average verdict in a household
chemicals case was $11,644 in
1964. That figure had increased to
$67,290 in 1969.

Mr. Schaible felt that product
liability litigation was an out-
growth of consumerism, which he

said was itself an outgrowth of an
affluent society.

But whatever the reasons for

the litigation, product liability
was a major concern for insur-
ance companies. He said that the

C

estimated premium income for all
carriers of product liability insur-
ance was $25 million in 1950. In
1970, the premium income had
grown to $125 million.

HE PREDICTED massive rate
increases if the trend did not

change soon but said, "Rate in-
creases on such a scale do not

solve the problem. They only

make it worse. They antagonize
both customers and the public
and soon turn the insurance rela-

tionship into a public spectacle
and a battle of adversaries.

Something, I can assure you, the
insurance industry does not

want."

He said that underwriting rules

had changed over the past few
years because the frequency and
severity trend in product liability
had advanced so rapidly that in-
surers really had no experience
with which to guide themselves.

Because of this, "underwriters
must obtain more detailed infor-

mation from their customers and

prospective customers than they
did in the past in order to proper-
ly and adequately evaluate the
products exposure," he comment-
ed.

"The underwriter wants a com-

plete description of all products
to be insured," he continued. "He
wants to know how the product is
used and who uses it so that he

can judge the probable exposure
to loss from a frequency and se-

verity standpoint. He'll want to
have some way of knowing about

new products marketed by the
presently insured manufacturer.
The underwriter may also require
notice of any material change in
the composition of existing prod-
Ucts."

Mr. Schaible felt the insurer

would want to determine the

average life of a product because
the. policy would cover accidents
during the policy period without
respect to when the product was
sold and he would need to know

the number of products in use to
estimate the exposure.

The distribution of the product
is another item in which the in-

surer is interested, according to
Mr. Schaible. Among the ques-
tions to be answered in this area

are: "Are sales direct to the pub-

cannot be played with
CHICAGO-"I feel like the an-

chor man at a wake," was the

way the final speaker at the
Business Insurance product lia-
bility workshop summed up the
pessimism he had heard in the
preceding speakers at the get-to-
gether here.

However, Donal Breting, vp,

Underwriters' Laboratories, urged
the members of his audience to

hold their heads up and not slide
into self-pity. "You and I both

know you can do a better job," he
said. "Just remember that quality

control games can't be played
anymore. Safety has become too
important an ingredient to be
toyed with.

"While skimping on quality
control may save some money at
first," he continued, "you still
have to consider the costs of liti-

gation, the huge expense involved
in a massive product recall and
the damage that can be done to
your reputation if your product
injures someone."

Mr. Breting, who told the
workshop attendees that Under-
writers' Laboratories had some

700 engineers constantly involved
in the testing of products, felt

that there were four areas the
manufacturer should consider

when looking at product liability.

THE FIRST he mentioned was

that of standards. Pointing out
that there were many standards
available for the manufacturer to

use while making his product, Mr.
Breting asked that the audience
try for national standards rather
than in-house ones.

"Your own manufacturing cri-
teria can be used to develop your
own standards but they will be
suspect merely because you came
up with them for your own pro-
duet," he commented. "National
standards are better."

The second area of concern was

testing. "Once you have stand-
ards," Mr. Breting said, "your
products should be tested to make

sure they are in compliance.
"The safety consciousness

should begin at the absolute be-
ginning, in the think tank," he
continued, "and everyone else
along the line, from the design
engineer to the men in the factory
should be aware of the safety
needs of the product."

Continued on page 56

lie or do they go through dealers?
Are vendors to be included as in-

sureds? Is the product under the
insured's own label or someone

else's?"

The insurer will want to know

all the manufacturers of compo-
nent parts in ease a product suit
is brought because of a defective
part and an action can be brought
against the maker of that part.

The manufacturer must be

careful of his own sales and ad-

vertising departments and the in-
surer will look at all sales liter-

ature and instructions for the

product's use. Terms like "abso-

lutely safe" are considered dan-
ger signals by an insurer. Instruc-
tion manuals and labels will be
checked by the insurer to deter-
rnine whether the manufacturer

"is satisfactorily meeting his duty

to warn and his duty not to mis-
lead."

MANAGEMENT'S attitude to-

ward product safety is another
consideration the insurer must

look into. The underwriter wants

to know whether the manufactur-

er knows, cares and does some-

thing about product safety.
"Measures to improve product

safety and diminish product loss

and claim problems is the joint
responsibility of the manufactuf-
er and his insurer," Mr. Sehaible
said. "True, product liability in-
surance cannot insulate the man-

ufacturer from all consequences

of producing unsafe products nor
diminish the concern of the man-

ufacturer for producing safe prod-
ucts. It is also true that an insur-

ance company cannot prevent its
policyholder's product liability
losses anymore than it can handle

his quality control, or his market-
ing or any other basic function.

"However, an insurer can

counsel and assist in evaluating
product liability problems and
then assist in developing the nec-

. essary action plans. This is the
insurer's proper role," he said. •
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Which means that motivating
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McDermid, Peck discuss the fine art

of listening and talking to employes
CHICAGO-"If you want to

find out what your employes
want," said Charles D. MeDermid,
president, Management Psycholo-
gists Inc., "ask them directly."

Addressing the Business Insur-
ance employe benefits communi-
cation workshop, Mr. MeDermid
noted that an employer has avail-
able three main methods of lis-

tening to his employes which can
be integrated as one compre-
hensive data input system.

An employe questionnaire, ac-
cording to Mr. MeDermid, should
be pilot tested on a small rep-
resentative group of employes to
ascertain what they think each

question means. Questionnaires
should be geared to a fifth grade
reading level and should avoid
the possibility of a "no answer"
response, he said.

"Guarantee to your people that

they will receive definite feed-

back," the psychologist comment-
ed, "and when you do announce
the results be sure to not only say
what will be done but why the
things that won't be done can't be
done."

Mr. MeDermid also discussed

business insurance

workshop

the method of written comments

as part of the system. ''Strongly
encourage your people to express
themselves in written comments

and you'll receive a good number
of very worthwhile suggestions,"
he said, adding that comments
should be written "right on the
spot."

Although Mr. McDermid sug-

J. H. Blades 8 Co., Inc.
713/526-6551 · P.O. BOX 22003 · Houston 77027
512/826-2378 · P.O. BOX 12085 · San Antonio 78212
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2-6971 · P.O. BOX 691 · Hamilton, Bermuda

J. H. Blades 8 Co. Pte. Ltd.
377295·P.O. BOX 60 TANGLIN POST OFFICE·Singaoore10

gested that employe commentary
be guaranteed anonymity, particu-
larly in unionized companies, he

did note that anonymous and
nonanonymous testing compara-
tive studies have resulted in "sur-

prisingly similar results." He cited
a 75% average for those apending
lengthy comments to their ques-
tionnaires.

Group interviews, Mr. MeDer-

mid pointed out, should be con-
ducted in groups of six covering
approximately 20 % of a compa-
ny's employes. An outside modera-
tor should generate the · discus-
sion, he noted, and no tape re-
cordings should be used as they
are generally too inhibiting. He
suggested long-hand note taking
as the best alternative.

INTERVIEWS should be "non-

structured and open-ended," Mr.

MeDermid said, noting that the
group interview method usually
resulted in greatly improved em-
ploye morale.

In analyzing data, key-line
management, the employe rela-
tions division and independent
outside counsel should each pe-
ruse the questionnaire and then
consult together on action im-

plementation, he advised.

Results of the survey should be
passed back to the employes as

soon as possible, for "the quicker
the feedback, the better you've
done your job." Mr. MeDermid
told his audience that one effec-

tive means of communicating

management response to the
employes' suggestions is for the
chief executive officer of the

company to make a videotape
presentation of what action pro-
gram is to be. Division chiefs  and
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Howard Pec<, partner in Hewitt Associates, said benefits can be dis
satisfying to employes if they develop ''fuzzy expectatons.

subchiefs should be present at
showings of the tape, he noted, to
answer any questions and further
communicate management's reac-
tion.

HOWARD PECK, a partner in
Hewitt Associates of Deerfield,
IL, told the audience that "com-

municating she 'why' of benefits
to err*loyes is as important as
communicating the 'how, who,
what and when.' Give your

employes the benefits facts, but

also present them with the ra-
tional "

According to Mr. Peck, one
method of presenting the 'why' is
tc explain the difference between
pay for time worked, pay for time
not worked and reserved pay, or
"benefits" as most people know
them, such as health and life in-
surance, disability cover and the
like He likened benefits to the

keel of a boat-unseen but totally

necessary to the compensation
package.

However, he added, benefits do

have negative aspects: they're
hard to understand because of

much of the. jargon involved,
considerably expensive for the
employer and potentially dissat-
isfying if employes develop "fuz-
zy exgectations."

TO COMBAT employe miscon-

eeptions, Mr. Peck said, employe
benefit communications should be

"planned, orderly and contin-
uous," tak:in g into account the
various audiences to which the

communi·zaticns are being direct-
ed. "You're talking to a parade,"
Mr. Peck reminded his audience,

noting that apart from the turn-
over problem people tend to have
shor: memories and changing
viewpcints depending on age and
marital status. Not only must

err.ployes be zonsidered as recip-
ients of benefits information, Mr.
Peck stated, but employes' fami-
lies, prospeitive employes and the

general public, particularly in
small-town situations, must also
be included in a total communica-
tions effort.

"Equally important is the use
of appropriate media and com-
munications methods," Mr. Peck
said. He encouraged the use of
audiolvis<ial techniques coupled
with good printed back-up liter-
ature and noted that "when you

make an· effort you're saying 'this
is important'." The· message, he
saii, should be surrounded. with
effective packaging.

Legal disclosure requirements

prcgosed by the De oartment of
Labor should be buit info em-

ploye benefits communizations
righ: now,. he cautioned, mention-

ing that "negative" communica-
tions, or pointing out the not-so-
glowing aspects of benefit plans,
will probably be included in what-
ever pension legislation ev€ntual-
ly becomes law. He suggested that
communicators review all materi-

als with company attorneys and
make every effort to make com-
munications present::icns . clear
and accurate. Mr. Peck cited com-

puta-ion of benefits, conditions for
loss of vested benetits, effect of
plan termination and The effect of
suspending contributions as vari-
ous "negative" topics that must
be well-stated in communications

marerials.

Safety DID

Continued from page 53

He felt that actual festing
should begin with protc,types or
samples from pilot runs and the
wors: samples should be :ested,
not the best one£ He also asked

that all of the standards be ad-

hered to, not just sections with
which the manufacturer happens
to agree.

Inspections were the third area.
Mr. Breting felt that inspections
shouM be conducted on a day-to-
day, shift-to-shift bas.: and that
records from all the inspections
should be kept.

HE BROKE the four:h catiory,

warnings, further down into three
basiD areas:

. The signal that a hazard ex-
ists-danger, warning, and cau-
tion were the three signal words,
listed in descending order of im-
portance.

• Nature of the hazard-an

affirmative statement, such as

Flammable.

• How to avoid the haz-

ard-another statement, like

"Keep out of the reach of chill-
drer.'

Aln on the subject of warn-
ings, Mr. Breting said that there
could be too much .f a good
thing. "Don't overdo it End em utter
the product with superfluous
warning?. Everyone knors a
knife is sharp. The proolem with ·
too many warning: is :nat people
get annoyed and then even the

meaningful warnings are ig-

norej"



Robert Eilerston

Computerized benefits
statements appraised

CHICAGO - Representatives
from two leading benefits com-
munication concerns told an au-
dience at the Business Insurance
employe benefits communication
workshop here that the personal,
computerized benefits statement
was an aid to the employer as
well as the employe.

Both Edward T. McCaffrey,
manager of Halltech Associates,
and Robert Eilertson, vp, Bene-
facts Inc., indicated that the use
of the statements was a good em-
ploye and public relations tool, in
addition to helping the employe
to understand his benefits.

Mr. McCaffrey emphasized the
importance of impressing upon

the employe how much the com-
pany is spending on him for his
benefits and said that the compu-
terized statement was a good way
of getting this message across.

Mr. Eilertson, who had said
that any company in America
could do a benefits statement for
its employes, agreed with the
conclusion but felt that it could

be, and frequently was, overdone.
"Companies which do their own
statements, rather than using a
consultant, tend to emphasize the
costs rather than the benefits," he
said. And, it was generally agreed
that this could cause problems in
employe relations.

Both men felt that the state-

ments should be accurate and

Biorklund
forms firm

CHICAGO-Richard C. Bjork-
lund, former editor of Business
Insurance, has organized a firm

that will provide editorial services
and communications counseling.

Included among the firm's

services will be preparation of
company newsletters and employe

booklets, programming of sem-
inars and workshops, and writing
feature articles.

Richard Bjorklund & Assoc.,
2959 Wilson Ave., Chicago, Il.
60625, will also offer special con-
sultant services to clients in the

insurance field concerned with

corporate risk management and
the administration of employe
benefits. •

complete and Mr. Eilertson car-
ried this too into the employe
relations area. Not only should
the statements be complete and
accurate, in his opinion, they
should also project a company
image.

Speaking about the statements
themselves, Mr. McCaffrey re-
peated an idea that was touched
upon by many of the workshop's
speakers-keep it simple. "The
whole idea of the benefits state-
ment is to get the message across
simply, avoiding terminology the
employe won't understand," he
stated.

Mr. Eilertson pointed out that
preparing the benefits statement
was both time-consuming and
expensive but that the end pro-
duet was worth it. •
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Edward T. Mc-affrey, Halltech Assoc ates, said computerized s-atements aid employers and employes.
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Lawyer warns that sloppy benefits
communication could lead to court

CHICAGO-An attorney who
deals exclusively with the legal
aspects of employe benefits plans
has warned a group of benefits
managers that employes these
days were taking their employers
to court in ever-increasing num-
bers because employe benefits
communication had been sloppy.

"If the employe doesn't get
what he thought he was going to
get, and if he feels he was mis-
lead, he can bring a suit claiming
he was done financial wrong by
his employer," Thomas F. Finch,
partner in the Chicago law firm
of MeDermott, Will & Emery, told
an audience at the Business In-

ance employe benefits communi-
cation workshop here. "This kind
of thing is happening with in-
creasing regularity."

Mr. Finch cited some case

histories, most of them from the
1960's, to dramatize his point. In
one of these cases, the employer
had explained that the employe
had two options dealing with

death benefits in the firm's pen-
sion plan. He told the employe
that the options had different
death benefits but did not explain
the difference. The employe made
his choice but when he died, his
survivors brought suit because
the other option had greater
death benefits and .the employe
had not known about them. The
survivors won.

business insurance

workshop

He said . that the coirts had
found contractual liabilky on the
part of the employer in these
cases and that contractual liabil-

ity would be the foundation for
most litigation in this area.

There was a psychological

problem in many corpcrate of-
fices today, according to Mr.
Finch. "Some companies are ex-
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tremely reluctant to disclose cer-
tain features of the employe
benefit plan in the booklet (or
any other form of communica-
tion). There are undoubtedly a
number of reasons for this reluc-
tance but I personally don't feel
there is much of a basis for it.

"You have to remember that, to
the employe, the beneift plan is
what he LS told, not what may be
on a piece of paper in someone's
desk," he continued. "If the book-
let is incorrect, it is still the plan
to the employe and this is where
you can get into trouble."

He indicated that there were
three ways to communicate the
benefits plan to the employes:

• Publish both the summary
of the plan and the actual plan
together-bulky but would get
the message across.

• Publish only the actual

plan--could be a problem if it is
too technical.

Approves of
Oregon s
no-fault plan

PORTLAND-Oregon's new in-
surance commissioner, former

Portland attorney Lester L.
Rawls, told a civic group he is
"enthusiastic about Oregon's ap-
proach to 'no-fault' insurance."

But he added it is too soon to
tell what effect Oregon's new
law, begun Jan. 1, will have on
insurance premium rates.

He explained that the Oregon
law is a "roll on" law, which al-
lows insurance companies to
choose the date during the year
when they will make their poli-
cies conform. He said one large
company began its program in
July, and thus by next July he
hopes to have some data based on
their experience.

He told the Metro Women's
Club there has been a lot nf mis-
leading information wri .t., about
the Massachusetts 'no-fault' law
and how there has been a large
reduction in bodily injury claims
paid. He noted the stories failed
to point out that there has been
an offsetting rise in property
claims and that insurance pre-
miums have gone up for the
average coverage from $523 in
1970 to $550 in 1972.

MR. RAWLS said he feels the
states are under the gun to
update their automobile insur-
ance laws and that if they don't.
the federal government probably
will enact federal legislation.

He said a number of large na-
tional companies are pushing for
the national "no-fault" type of'
insurance which would allow

them to standardize payments. He
claimed that they have "the con-.
sumer protection people buffaloed
into believing" that this is the pa-
nacea for all of the insurance ills
of the nation.

Mr. Rawls also said he hopes
the next legislature . will make it
mandatory for insurance com-
panies to give the public the op-
tion to buy higher limits of unin-
sured motorist coverage.

In his new post since August 1,
Mr. Rawls said he already has
discovered a number of areas in
Oregon's new. insurance law that
will need some adjustments.

The Metro Women's Club has a
committee studying no-fault in-
surance and expects to make some
recommendations. •

Thomas F. Finch said benefits ccmmunicatior is

• Publish only the summary
-however, the summary must
tell the employe where, when and
how he can get his hands cn the
actual plan if he wants to read it
and the terms for his doing :hat
Inust be reasonable.

AFTER THE plan had been
communicated, Mr. Finch felt
that the effort should still be ex -

pended. "Your employe benefits
plan is a continuing, living :hing,=
he said. "Once you've alertei the
employe to where the plan is and
how he can get to it, you can':
just write everything off. Y)u
have to keep trying. Care anc
being exact will keep you out of
trouble."

He pointed out that the Inter-

a continu ng thing.

nal Revenue Service required
that the employer provide at
least a written summary of the
plan to employes and :his, alone,
was good reason for dEigerce. He
also mentioned various state dis-
closure iaws in the benefifs area
but felt that "these laws do not
help the employ€ materially."

Mr. Finch echoed an often-hear
admonition-"Use understandable
language in the plan. Sommuni-
eating should be done in the plan
itself. It should be readable and it
shouldn't require a lawrer to read
through it."

Simplizity, he said, v.-as impor-
tant in that the courts would take
into consideration the competence
of the employe when making
decisions. .
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Discussing mutual produc- liability woes during a Bl workshop coffee break were Cl-r) She,don H. S-aubitz,
Chemetron Corp; Edward D. Hansen, Trans Union Corp; Mark B. Rosen; Rosen & Co. and Martin S. Hode:,
Englehard Minerals & .hemicals Corp.

Benefits communicators d scussEd their strategies at the Business Insurance employe benefits communication
workshop. They are {I-r', C. Burton Seeker, 3M Co.; Robert S. Hall, Allied Mi Is Inc.; Parker Jusk, 1,lino s Bell
Telephone Co. and Raymoid A. 0:th, Motorola Inc

Four benefits communicators urge
honesty, clarity and quick answers

CHICAGO-The way to get fhe
most meaningful benefi:s pl: y-
back from employes LE to be abso-
lutely honest in communicating
with them. according:o C. Burton

Seeker, m anager of trench com-
munications for 3M Co:

Mr. Seeker was indeed honest

with his Business Ir,2 u·rance em-

ploye benefits communication
workshop audience in relatng
how a chain of "disastrous" com-

municasions attempts led to what
.s now .a far-flung and thoroigh
employe benefits communica:iens
effort. He cited com. unica.ions

failures as ':the main .mpetus" for

restructur.r.g 3M's branch pro-
gram, an overhaul ttat began
with an evaluation of what she

program's objectives were to be.

AN EMPLOYE att.tude survey
was then conducted, te contin-
ued, wnich, when aralyzed, min-
pointed tte need for fast benefits
answers as one crit-cal area of

employe dissatisfaction. The time
when an employe warns benefits
communic ation is in a crisis or

semi-crisis situation, Mr. Seeker
said, roting that urder the old
communications program, empby-
es ireq-iently had to g:ait 106 1,ing
to receive answers ton the cen-

tralized home office staff. 31\,I le-

cided, ne commente* that "cc,m-
municaticns should be a Line re-

sponsibili:y, not a staff responsi-
bility."

Subsequently, divisijn and

location m Enagers designated
benefits coordinators at different

branches, with "every possible
job category being represented,
he noted.

Those benefits information

coordinators selected were brought
together for an inital two-day
training prcgram and issued a
handbook with .nformation on

where in the ccmpany to get fast
expertise cn benefits questions.
Presentation kils were also issued,
which, accor ling to Mr. Seeker,
"are very versatile and can be
utilized in wialever way the local
representative shinks is -most ef-

fective." The group now meets an-
nually in a ,:ne-day session.

Line supervisors, he pointed
out, were gi-.en quick reference,
pocket-sized benefits booklets.

"They're nc : comprehensive by

any means," he said, "but they do
answer the most obvious ques-
tijns."

MR. SEE KER reported that
1ccation supervisors handle about
50% of benifils questions, bene-
fits information coordinators about

40% and h:,me office staff ap-

p. oximately· 10%. "This leaves
home office benefits people free
to work on more difficult prob-
lems," he commented.

As to wtat is important, in
general, in effectively handling
employe benefits communica-

tions, he urged communicators to
"resist the temptation to tell

employes how good they've got

it," to avoid overselling or over-
stating benefits and to equally

avcid comparing one company's
benefit plan to another':-' you
just can't win," said Mr. Seeker.
He cautioned his audience to dis-

Continved on pige 60
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Risk men ...
Continued from page 54
that insurance was not the an-

swer to the product liability di-
lemma. Amid comments like, "In-

surance carriers are like courts,
sometimes tougher," the session

progressed to a point where one

risk manager said that the in-
sured should have cornplete con-
trol over what cases go to litiga-
tion and which ones don't. He felt

that if the carrier was in control,
the wrong case could be brought

to court and a precedent set.
Many of the risk men seemed

to concur but said that the carrier

would not give up his rights to
sue under any circumstances.

The group was divided in its
feelings toward applying the no-

fault concept to product liability.

Those who opposed the idea

agreed that jury awards were 6ut
of line but that an irresponsible

company deserved to be pun-
ished. They also agreed that fi-
nancial punishment rnade a

stronger mark on corporations
than other forms. •
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Benetits ...
Continued from page 59

count the idea that people work
for a specific company mainly for
th& benefits offered, and further
warned "be careful about de-

tails-be honest and precise, but
don't get lost in them."

Parker Lusk, public relations
manager for Illinois Bell Tele-
phone Co., told the audience that
his company utilized a wide vari-
ety of communications methods to

"close the credibility gap." New
employes receive benefits book-

lets featuring pie chart wheels by
which varying benefits can be
calculated according to years of
service, along with a descriptive
wheel used to illustrate health
benefits.

OTHER COMPANY communi-

cations efforts, he said, attempt to
point out equal opportunities for
minority groups and women
through the use of graphics.

Employes are quizzed on their
comprehension of benefits, Mr.
Lusk added, noting that some of

business insurance

workshop

the questions are humorous in
nature.

One unusual communications

method Illinois Bell offers is an

instant phone information service
available to all employes and
closed circuit television broad-

casts with live, on-the-air calls

from employes to executives.

Allied Mills Inc., according to

Robert S. Hall, its director of in-

dustrial relations, is primarily an

agricultural concern with a wide

variance of employe educational

levels-from PhDs working on
the comrany's research farm to

the rural poor who work in Al-

lied's poultry processing plants.
"All of our plants are in small

town or rural locations," he

noted, "and except for the poultry

processing locations, most opera-
tions employe no more than 40
workers.'

AGE VARIANCE is also a

problem, he said, since employes
at most glants range from age 18
to 34, but seasonal help is pre-
dominantly staffed by workers
over age 65. "If they have Medi-
care they show no interest in

- company policies," Mr. Hall com-

mented, adding that further, com-
plications arise from high em-

ployment turnover rates due to
"hard physical work and disa-
greeable working conditions that
are impossible to' design out."

The company attempts to pay
fully for all benefits and offers

identical benefits to all salaried

employes.

"We think input by employes is
the first stage of good benefits

communication," he stated, men-
tioning that in Allied's non-union

plants a top management official

meets with employes on a yearly
basis. "There's an inherent dan-

ger in this approach," said the in-
dustrial relations director, "but

we've gotten good results."

LOOSE -LEAF benefits infor-

mation booklets are provided
employes and local supervisors or
industrial relations staff members

discuss benefits changes in detail
with groups of 10 or 15 employes.
Additionally, letters are sent out
explaining benefits developments
to employes' family members.
Most benefit alteration, commun-
ication for salaried people is con-
ducted to a large extent by way

of payroll insertions, Mr. Hall
said.

Employes of operations new1y-
acquired by Allied Mills, Mr. Hall
noted, receive a question-and-an-
swer information sheet that com-

pares their former benefits pro-
gram with the new one. "Here,
honesty is vital, he said, "and
again, small group meetings with
members of the industrial rela-

tions staff are very effective."

RAYMOND A. Orth, corporate
director of employe services and

communications, Motorola Inc.,
related how his company assigns
a trained employe-sponsor to

each new employe to provide per-
son-to-person communications,
including the "communication of
benefits as seen through the eyes

of another employe."

His company uses a total bene-
fits communication approach on a
regular basis, utilizing computer
print-outs, an annual report film,
meetings, conferences, pay check
stub messages and surveys. "Ours
is a simple, clear approach," he
stated.

Mr. Orth mentioned that work-

ing for Motorola is frequently a
family affair, with many sons and
daughters of employes eventually
working for the company. To in-
clude the family in the communi-
catons effort, he said, Motorola
sends out five-minute messages

on plastic records "to be played
on our employes' Motorola pho-

nographs. We've determined that
about 95 % of our people own

phonographs and the recorded

rnessage has proven to be an ef-
fective method."

classified advertising
CORPORATE INSURANCE ANALYST
Requires corporate experience with
degree, and training in property,
casualty and group coverages. Posi-
tion includes developing alternative
ways of treating insurable risks and
exposures through risk control and
risk financing. Toledo-based "Fortune
500" Corporation. Resume and earn -
ings history to:

BOX 308 BUSINESS INSURANCE
740 RUSH ST., CHICAGO, ILLINOIS 60611

REINSURANCE

UNDERWRITER

Strong background in all
phases of Reinsurance: Treaty,
Surplus, Quota Share, Excess,
etc. Familiarity with Domestic
and Overseas markets helpful.
Candidate. must demonstrate
ability to analyze and under-
write a successful multi-million
dollar book. Operate as Staff
Assistant to Vice President.

Salary and potential excel-
lent. Midtown location. Sub-
mit resume, in absolute con-
fidence, to:

PUBLIC SERVICE MUTUAL

INSURANCE COMPANY

393 Seventh Ave, N.Y., N.Y. 10001
Att: Personnel Manager

MISCELLANEOUS

1,000 sq. ft. in Oak Park, Air cond.; newly
dec., space divis. Adjacent to multi. lines
agey., markets avail. Immed. Occup. Phone
921-7171.

INDIVIDUAL WANTS TO BUY
Multi-line Insurance Agency
Replies strictly confidential

Box 306, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

CORPORATE

INSURANCE

ADMINISTRATOR
A nationwide diversified, NYSE "For-
tune 500" manufacturing company lo
cated in Phoenix seeks:

Experienced property and casulty ad-
ministrator with thorough technical
knowledge, and administrative and com-
munication skills. Minimum 5 years
corporate insurance experience. This
position has high potential for promo-
tion to executive responsibility.

Please forward for confidential con.
sideration, a detailed resume, including
salary h istory to:

Box 304, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

An equal opportunity employer

WANT AD ORDER BLANK
RATES AND CLOSING TIME: $2.25 per line, minimum charge $9.00. Cash with order.
Figure all cap lines (maximum-two) 30 letters and spaces per line; upper & lower case
40 per line. Add two lines for box number. Replies are forwarded daily. Closing deadline:
Copy in written form in Chicago office not later than noon, Monday 7 doys preceding publi-
cation date. Pu btished every other Monday. Display classified takes card rate of $19.50 per
column inch, and card discounts on size and frequency.
Mail ads to Business Insurance, 740 N. Rush St., Chicago, Illinois 60611.

Number of Insertions:

Issue A.*.I·

Nr,rn..

r.n,pr'ny.

Arldrae'·

Amount Enclosed $

Clip and Mail This Form To:
WANT AD DEPARTMENT

business insurance
740 Rush St., Chicago, 111. 60611



0

Bankers Security
1701 Pennsylvania Avenue, N.W., Washington, D. C. 20006

Please tell me more about Creditor Insurance plans from Bankers Security.

I'm especially interested in

0

Name

Company Namp

Addres

City

Titlp

Phonp

Statp 7 ip



«*Lees sayone ofmy trucks
just had an accident in Dexter,
Iowa.

How would Allstate handle it?"

f

In a case like that our adjuster was immediately
sent to the scene.

The entire cargo transfer was completed and a relief
truck was on·its way to its destination in about
12 hours.

You see, Allstate has the largest full-time staff of
claims specialists in the business. They're located
coast to coast and trained in Allstate's cut-the-red-tape
way of doing things.

Insurance is as competitive as your business, so we
have to capitalize on our advantages.

Extra hustle. An aggressive, just-let-us-quote
attitude. And a management that thinks an insurance
company's service should bend to suit the customer
instead of the other way around.

The price? That's right-very competitive.
We wouldn't expect you to just take our word for

all this. So put us to the test.
Ask us to quote. Allstate
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