Trusts retrench in wake of court decisions

By GREG DAVID

CHICAGO—Three of the first and most aggressive
self-funded multiple employer trusts this month agreed

to end their self-funded benefit operations as state offi-

cials intensified efforts to regulate the trusts.

Employe Security Benefit Assn. of Bellevue, Wash,,
and Common Market Employe Benefit Assn. of Phoenix
agreed not to solicit new members while they search for
ar insurer. Continental Employe Benefit Assn. will now
imsure its members with a Washington state insurance
company.

State insurance officials report a significant decline in
self-funded trust activity following two court decisions
in favor of state regulation and a flurry of cease-and-
desist orders from state insurance departments.

However, other trusts say they have restructured their
business in an effort to comply with the court decisions:

And at least two trusts appear likely to pursue their
fight against state regulation in the courts.

The self-funded multiple employer {rusts provide
medical and death benefits and file with the U.S. Labor
Department as employe benefit plans under the Employe
Retirement Income Security Act (ERISA). They argue
that ERISA’'s preemption of state insurance laws pro-
tects them from state regulation.

But the Labor Department has not accepted jurisdiec-
tion over any trust and intervened in a Kansas court
case to argue Employe Security Benefit Assn. (ESBA)
was not covered by ERISA since it solicited individuals.

Two federal courts have also ruled that two trusts are
not covered by ERISA. In Arizona, the court focused
on the origin and control of the trust by the adminis-
trator and decided VIP Insurance Trust of Phoenix was
not an employe benefit plan under ERISA.

Federal preemption urged

Varying state laws
dismay benefit panel

By SUSAN ALT

CHICAGO — Benefit managers
working for corporations with em-
ployes in many locations “are
rapidly going insane,” offered one
benefit manager when asked about
the multiplicity of state and federal
benefit regulation.

Although hopefully a bit exag-
gerated, the response expresses the
confusion of the Business Insurance
Employe Benefit Board over con-
flicting and multiplying regulations
on benefits. State laws mandating
certain benefits, court rulings and
the possible preemption of state
insurance regulation by the federal
pension law have resulted in a try-
ing and uncertain picture for bene-
fit managers.

Setting out to discover the Bene-
fit Board’s preferences for state or
federal regulation of benefits didn’t
clarify much either. At first glance,
85 leading benefit managers nation-
wide appeared to be solidly in
favor of federal regulation of bene-
fits as the only viable alternative
to the mind-boggling politics and
differences among the rules in 50
states.

—The inside story

® THE LEVEL of employe benefits is stabilizing, al-
though costs are up. Page 2.

® BAYLY, MARTIN’s New York office puts together
a package for Michelin dealers. Page 4.

® REDUCED PAPERWORK for pensions is announced

The apparent preference of
corporate  benefit directors for
federal regulation—and simpli-
fication—of benefit standards flies
in the face of risk managers’
views, Just last month, a survey
of Business Insurance’s Editorial
Advisory Panel disclosed that
70% out of 101 risk managers
questioned would stick with state
insurance regulation.

Eighty of the pamel participants -

said they favor federal standards
under ERISA, One panelist said he
wants to return to the days of
yesteryear, with neither state nor
federal regulation; two brave souls
who don’t mind wading through
sheaves of paper said they'd prefer
continued state rule. Two managers
said they don’t know which would
be better.

At second glance,; however, their
preferences weren’t quite so black-
and-white. After a series of ques-
tions about state regulation of em-
ploye benefits, we asked benefit
managers whether they’d rather
have a uniform federal statute out-
lining basic benefits to be pro-
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And a federal judge in Kansas found that ESBA was
merely a scheme to escape state insurance regulation.
That decision directly affects trusts that solicit individ-
vals and are similar in structure to ESBA.

But the Kansas court also set up a test for an employe
benefit plan focusing on the profit motive of the organ-
izers and the solicitation of new members. Few self-
funded trusts appear able to pass the test.

Employe Security Benefit Assn. has agreed with the
Washington insurance department not to solicit any new

* members,; according to ESBA attorney Lee Brooke. The

trust is now searching for a carrier.

“My main interest is in the payment of claims and
in servicing our members until we can find a licensed
carrier,” Mr. Brooke said. ESBA involves about 8,000
individuals and employers and provides benefits to

Continued on page 48
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Carter tax plan' targets

life and legadl

By JERRY GEISEL

WASHINGTON — A special
Treasury Department task force
has proposed a sharp reduction
in the tax-free portion of em-
ployer-paid group term life in-
surance, Business Insurance
learned.

The proposal, which is part of
the Carter administration’s soon
to be announced tax reform
package, would force employes
to pay tax on group term life
insurance above $25,000. Cur-
rently, employer-paid premiums
on the first $50,000 of insurance
coverage are tax-free to em-
ployes.

‘The slashing of the tax free
portion of employer-paid group
term life insurance is part of a
series of Treasury recommenda-
tions that will change the deduc-
tibility of benefits.

Those proposals include:

o Reducing the ceiling on pen-
sion benefits high salaried employes
would be eligible for. A limit
would be placed on the amount a
company could contribute for the
benefit of employes who own big
chunks of company stock.

e Repealing the tax prefer-
ences Congress enacted last year
in which éemployes don’t have to
pay taxes on benefits received
for employer-paid group legal
insurance.

The Treasury Department also
has proposed changing the rules
governing the integration of pen-
sion benefits and Social Security,
according to the Wall Street Jour-
nal. Treasury officials, however, de-
clined to discuss the issue or to de-
tail the possible changes.

While the tax package now
sitting on President Carter’s desk
doesn't make any specific ref-
erences to taxation of captives,
Treasury officials generally ap-
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wholly owned by the parent.

“Reserves for self-insurance
are generally without specific
legislative blessing and are not

permitted for tax purposes,” said
a Treasury administrater. “I'm

not sure why that kind of reserve
ought to be permitted in the
Bahamas if they are not per-
mitted onshore.”
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could be expected.from the ad-

ministration in overturning that
controversial IRS ruling.
But in the area of product lia-
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bility, the Treasury official offers
a ray of hope, noting that the
administration would not stand
in the way of proposed legisla-

prove of August’s IRS ruling that
companies cannot deduct as busi-
ness expenses premiums paid to
an offshore insurance company

tion in Congress that would give
tax deductions for product liability

self-insurance reserves.
A senior Treasury Department
official, who confirmed life in-
Continued on page 45

Some at Lloyd's won't
cover punitive awards

By JOHN H. MILLER

LONDON — Sevéral leading
Lloyd’s underwriters are excluding
punitfive damages from their liabil-
ity policies, although other syndi-
cates have adopted a wait-and-see
attitude.

The punitive damage issue in
London has been pushed ‘to the
forefront by the action of the In-
surance Services Office and some
U.S. insurance companies to ex-
clude punitive damages from their
liability policies,

“Punitive damages are being ex-
cluded from my policies as of now

. and I think it will stay that way

now that the U.S. market has taken

this position through the ISO,” said
one leading non-marine under-
writer who deals with a wide range
of product liability and other busi-
ness,

Charles Skey, chairman of the
Non-Marine Underwriters Assn. at
Lloyd’s, said leading market spe-
cialists would meet soon to look
at the clauses covering punitive
damages.

“At the moment decisions are
being taken on an ad hoc basis
depending on just what type of risk
is involved and we are trying to
find out what course underwriters
wish to adopt,” Mr. Skey said.

“The general view is that it is

Continued on page 44
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Benefit levels stabilize as costs
Increase, consultant’s survey shows

PHILADEIPHIA — While the
cost of employe benefits keeps go-
ing up, the amount of benefits such
plans provide is stabilizing. So con-
cludes Hay-Huggins' 1977 noncash

compensation comparison.

“Plans whose benefit amounts are
based on current pay levels, such
as basic death benefits and pen-
sions, have experienced relatively
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little change in the past year, since
benefit increases follow automati-
cally with salary increases,” the
Philadelphia actuarial organization
reported in its monthly bulletin,

“Many p.ans whose benefits are
based on the cost of services, such
as medical care, have been amend-
ed to ircrease the benefit amounts
and the benefit limits,” the news-
letter noted.

The private survey analyzed the
benefit practices of 468 participating
companies. Distribution of the com-
plete study is restricted, for the
most part, to these employers.

Stability of pension plans repre-
sents a marked change from the past
few years, noted Hay-Huggins vp
Dave Hewitt: “Pension plan man-
agers had to make big changes to
comply with ERISA and they prob-
ably made little changes, too, so
they are now caught up.”

Mr. Hewitt added that ERISA
involves s¢ much administration
time that bznefit managers haven’t
had time to plan for new provisions.

Inflation is another hindrance to
increasing benefits, Mr, Hewitt said,
“We're reaching a saturation point
in keeping up with inflation. Com-
panies are reaching the point where
they can’t increase benefits the way
they have done in the past.”

Efficient financing and manage-
ment of benefit plans were recom-
mended by Mr. Hewitt as ways in
which companies could cope with
rising costs.

He also stresses the importance of
integrating private pension benefits
with Social Security payments.
Pension costs will eventually prove
too great if benefits duplicate Social
Security payments, he added.

Many firms reported switching
from integration based on average
salary to integration based on
amount of Social Security benefits.
Under this plan, called offset inte-
gration, as employer contributions
to Social Security rise, contributions
to private pension plans would de-
cline, M>. Hewitt explained.

A major weakness of existing
pension plans has been their inabil-
ity to provide for -cost-of-living

errors &
omissions

adjustments and Mr. Hewitt warned
that if this problem is not resolvad
the federal government could step
in,

Some companies are offering
partial solutions based either on a
percent of the increase in the con-
sumer price index or a set limit
in the percentage of a cost-of-living
adjustment, he said. However, -such
provisions are costly, equalling 15%
to 20% of total pension plan costs,
and only 7% of firms participating
in the survey offered adjustments.

While pension benefits remained
stable, some changes were reported
in the medical insurance area. Most
of these, however, took the form of
increased benefit limits due to rising
health care costs, Mr, Hewitt said.
In some cases, however, employers
provided more of the cost of medi-
cal insurance than they have in the
past.

A major shift was noted in em-
ployer attitudes toward health
maintenance organizations (HMOs).
While the 1976 survey found that,
for the most part, employers were
only willing to offer the HMO op-
tion when required to do so by a
federally qualified HMO, this year
there was more enthusiasm for the
health care alternative.

Also found by the survey was a
trend toward formalization of in-
formal benefits, such as uninsured
short-term disability. Spelling out
the benefits Iets the employe know
where he stands and enables the
employer to deduct for these if they
are part of a benefit plan, Mr.
Hewitt explained.

Greater increases in employe
benefit values were found for in-
dustrial firms and service organiza-
tions, compared to financial com-
panies. At the $30,000 salary level,
benefits were increased by 7% for
service organizations, 5% for in-
dustrial firms and 3% for financial
companies,

However, benefits as a propor-
tion of salary remained highest at
financial companes. At the $30,000
level, benefits represented 35% of
salary with financial companies,
34% of salary with service organ-
izations and 33% of salary with
industrial firms,

The survey also found that bene-
fit values rose by a greater propor-
tion for low-salary as opposed to
high-salary workers. For industrial
firms, benefit values increased by
11% at the $10,000 salary leved,
but by only 4% at $100,000. ]

'Ford case

on captive
postponed

DETROIT—Ford Motor
Co’s case against the Internal
Revenue Service over the na-
ture of payments by its for-
eign subsidiaries to its captive
for insurance has to be settled
by January or come to trial.

The IRS was granted a 90-
day continuance in tax court
here on Oct. 3. The govern-
ment claimed it is “still study-
ing our settlement offer,” said
Ford's attorney John S. Nolan.

Mr. Nolan could not disclnse
the terms of the settlement of-
fer because “the govermment
hasn't accepted it.”

The continuance was granted
“with the understanding there
will not be another extension,”
Mr. Nolan said. Ford petitioned
in April 1975 for a redetermin-
ation of the IRS notice of de-
ficiency served the previous
January regarding the 1970
tax return of Ford and its af-
filiated companies.

The IRS determined that
$5.7 million paid by foreign
affiliates to Ford’s captive
Trans Global Insurance Ltd.
(now Transcon Insurance Ltd.)
constituted a self-insurance
program, The IRS deemed the
payments to be constructive
dividends paid to Ford and not
deductible from the accumulat-
ed earnings of the foreign sub-
sidiaries.

The recent IRS ruling that
payments by domestic subsid-
iaries to a US. company’s
wholly owned foreign sub-
sidiary insurance company are
not insurance premiums s
further complicating the case.
Though the ruling dealt spe-
cifically with domestic subsid-
iaries buying insurance from
the captive, an IRS spokesman
told Business Insurance the
reasoning of the ruling also
applies to foreign subsidiary
payments to a captive.

“We wonder if the ruling
will apply in our case,” Ford’s
attorney said.

Wrong insurer

A story in the Oct. 3 issue in-
correctly named American Home as
the insure- in a $3 million award
involving Southwestern Bell Tele-
phone Co, The correct insurance
company in the case is The Home
Insurance Co. A jury swarded $3
million to two former embvloyes of
the ATET unit after it found that
the company slandered them. The
amount of the award covered by
insurance is in dispute.
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FASB delays new pension accounting rules

NEW FASB rules on accounting
for defined benefit plans will- not
be issued this year. The Financial
Accounting Standards Board said
additional time is needed to evalu-
ate the almost 700 comment letters
received in response to a draft of
the standards. The rules essentially
would require four new financial
statements from pension plan oper-
ators. They are net assets available
for benefits, changes in net assels
available for benefits, accumulated
benefits payable and changes in
accumulated benefits, Pension plan
gponsors and consultants have
argued the new rules will add to
the cost of running a pension plan
without aiding employes.

WEYERHAEUSER CO. in Tacoma,
Wash., and Safeway Stores Inc. in
Oakland have signed up System
Development Corp. (SDC) of Santa
Monica, Calif., to set up a computer
program to handle employe benefit
claims. Claims were formerly han-
dled on a manual basis at both com-
panies. Weyerhaeuser Cos com-
puter program will start January
1978 and will handle hospital, sur-
gical and medical claims for the
corporation’s 11,000 salaried em-
ployes, according to Richard Spitz-
nass, director of employe benefits.
A Safeway spokesman said that the
SDC computers will be used to
process medical and dental claims
of some 30,000 employes and their
dependents. No definite starting
date of the program has been estab-
lished, the spokesman said.

Mr. Spitznass of Weyerhaeuser
sald that the SDC program will
mean that claims coming in one
day will be processed by that com-
pany on that day and that checks
will be mailed out the following
day. Video terminals will be in-
stalled in Weyerhaeuser headquar-
tfers linking it to SDC’s computer
data center in Santa Monica via
phone lines. “We will have a one-
day turnaround in ferms of pro-
cessed claims compared to six
weeks during periods of high vol-
ume when claims were handled
manually,” he explained. He sald
his staff will decrease by seven em-
ployes as a result of the program
but that a slight boost in claims
costs is also anticipated.

The Safeway spokesman said that
the SDC program was adopted to
streamline claims handling. The
giant food retailer began studying
the concept about a year ago; it then
investigated competitive systems
and settled on SDC.

UNITED MINE WORKERS called
for a restoration of medical benefits
that were cut in July as the union
and the Bituminous Coal Operators
Assn. began negotiations on a new
three-year contract. Mine workers
now must pay the first $250 of each
medieal bill; prior to the July roll-
back in benefits, there was no de-
.- ductible. Benefits were slashed be-
cause of the precarious financial
situation of the 1950 and 1974 ben-
efity trusts due to losses in antici-
pated income. Although the UMW
didn’t submit its wage demands, as
negotiations opened the union is be-
lieved to be seeking a wage boost
to $100 a day; coal miners now earn
about $340 a week. In addition, the
UMW has called for the introduc-
tion of eye and dental benefit plans.
Sick leave benefits would be boost-
ed to 75% of weekly salary; miners
now receive about $100 a week
when they are unable to work due
to illness. The union also wants
several new holidays including the
day after Thanksgiving, Good Fri-
day and Christmas week; pay for
work performed on holidays would
be four times higher than regular
salary.

CEILINGS ON contributions and
benefits for profit sharing and pen-
sion plans have been increased
again as a result of inflation. The
limit on a contribution to a profit
sharing plan is 25% of pay or $28,~
175. The maximum on annual pen-
sion benefits is now $84,525.

CERTAIN PENSION benefit plans
will be given at least one month
after the date for filing the annual
report in which to distribute their
summary annual reports to plan
participants and beneficiaries, the
Labor Department annocunced this
month. Pension plans covered by
ERISA which qualified for the
annual report extension announced
by the department on July 19
may have up to 9.5 months after
the end of the 1976 plan year to file

their annual reports with Labor.
Without an extension, these plans
would be required to distribute the
summary annual reports to partici-

pants and beneficiaries nine months

after the end of the 1976 plan year,
which is before the annual reports
are due, said Ian Lanoff, adminis-
trator of the pension and welfare
programs. Mr, Lanoff, however,
added a word of caution noting that
“this action affects only pension
plans that have qualified for the
extension.” Other pension and wel-
fare benefit plans still will be re-
quired to distribute summary annual
reports nine months after the end of
the 1976 plan year.

THE PBGC has officially asked
Congress to raise the premium for
termination insurance to $225 a

year per employe from $1 per em-
ploye. The increase, which was pre-
sented to House and Senate com-
mittees that are holding hearings
on ERISA, is needed because pen-
sion plans have been terminating
at a much higher rate than was
anticipated. PBGC’s deficit for sin-
gle employer plans already has hit
$61 million, said Matthew M. Lind,
PBGC acting executive director.
Congressional approval in the form
-of a current resolution is needed
before the increase can become ef-
fective. The increase would take
effect Jan. 1, 1978 under the PBGC
proposal.

ILLINOIS BLUE CROSS has be-
gun a breast cancer screening pro-
gram for its own employes as the
forerunner of programs that will be

offered to large employers and un-
ion plans in the state insured with
the Blues. The programs, which will
be expanded to include blood pres-
sure testing, checks for cancer of
the colon and the Heimlich rmaneu-
ver for choking victims, is part of
a preventive emphasis at Illinois
Blue Cross.

Benefit Beat keeps insurance
and employe benefit wmanagers
up-to-date on what other com-
panies are doing and informed
of current developments in the
employe benefit field. We'd like to
know if you've made any changes.
Write Benefit Beatf, Business In-
surance, 740 N. Rush St., Chicago,
II. 60611 or call 312-649-5279.
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Broker finds insurer for Michelin dealer plan

By ELLIS SIMON

NEW YORK—After a three-year
off-and-on search Michelin Tire
Corp.’s commercial division has
found a carrier to write a general
business insurance program for its
2,000-plus dealers,

The package, which includes
workers’ compensation, product lia-
bility, general liability, machinery,
automoebile theft and property in-
surance, was placed with Proprie-
tors Insurance Co. of Delaware,
Ohio, by the New York office of
Bayly, Martin & Fay Inc.

Proprietors Insurance Co. is a

specialty carrier primarily offering
group coverage to bowling alley op-
erators. Founded in 1970, the firm
did $14 million in direct premiums
and $3 million in reinsurance busi-
ness during 1976. Current surplus is
around $6 million. The company is

admitted in 43 states and applica-
tions are pending in other states
where the Michelin program will
be offered.

Officials at Bayly, Martin & Fay’s
New York office said premiums
generated from the program could
reach $20 million annually, even
with less than 509 participation.

While historically group insur-
ance programs have not been suc-
cessful due to limited participation,
a company survey of Michelin re-
tailers yielded an exceptionally fav-
orable response, said Phil DeRosa,
Michelin insurance manager,

An aggressive loss prevention pro-
gram is a central feature of the
Michelin dealers program. The in-
surer will not provide coverage for
a dealership unless it passes an in-
depth risk inspection, explained
Bayly, Martin vp Steven J. Chapas.

However, tire dealers failing the

‘This is the first time we can compete on
giant accounts. We can't afford a no

from the carriers.’

-Steven Chapas

Bayly, Martin & Fay

review are allowed to implement
prescribed steps to bring their es-
tablishments up Proprietors’ stand-
ards, he added.

The group program was initiated
on Sept. 1 and is currently avail-
able in 22 states. The package will
be available in the 48 continental
states by March 1.

Although it is too early to pre-

dict the program’s success, Proprie-
tors Insurance Co. president Robert
R. Pierce noted that already 100
Michelin dealers have requested in-
spections from the carrier.

Mr. Pierce added that as the in-
spections continue, a risk profile
will be set up which will include
mandatory and recommended safety
requirements for inclusion in the

Let our self insurance plan put
your current program out to pasture.

Your insurance program may be providing horse and
buggy coverage even if it's not very old. That's why
Arthur J. Gallagher & Co. recommends you include
self insurance in your next insurance evaluation.

We may find that your company is capable of
assuming some of its own risks under a

customized Gallagher self insurance

plan.

Self insurance allows you to re-
duce premium costs and thereby
increase your company's working
capital. And a Gallagher-designed
program provides coverage for all

ARTHUR J. GALLAGHER & CO.

exposdres: workers' compensation, property,
generel liability, products liability, auto, employee

fidelity and more.

All' of our customized self insurance plans are
backed by a nationwide network of wholly-owned sales
and service offices. In 1976, our self insur-

$34,000,000.

ance organization handled more than
45,000 losses and claims while admin-
istering clients’ funds in excess of

To learn more about our self in-
surence programs, please contact us
without obligation.

Gould Center, Golf Road, Rolling Meadows, Illinois 60008 + Phone 312/640-8500

® An International Organization Providing Excess Coverages end All Related Services for Self-Insurers
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program,

Michelin had planned to initiate
a similar program two years ago
using Firemen’s Fund, but that car-
rier withdrew due to adverse eco-
nomic conditions at the time, Mr.
DeRosa said.

The tire manufacturer has a close
relationship with its dealers and al-
though it does not offer them finan-
cial assistance,  the company looks
for ways to reduce its dealers’ op-
erating expenses and increase their
profitability.

Originally, Michelin had worked
with Johnson & Higgins on the
group program, but that brokerage
firm was unsuccessful at finding a
carrier, Mr. DeRosa said.

When Bayly, Martin & Fay was
given an opportunity to find an un-
derwriter for the program, several
key people in the New York office
were assigned to the project, Mr,
Chapas said. The job required find-
ing an underwriter with the ca-
pacity for nationwide coverage and
the desire to write such policies, he
explained. That was not an easy
fask in a limited market,

However, the Michelin company’s
enthusiastic sponsorship of the pro-
gram played an important role in
finding a carrier, because an un-
derwriter must feel that he can write
the coverage profitably and Miche-
lin's support makes it easier to sell
the program to dealers, Mr. Chapas
added.

The Michelin dealership program
could be one of the biggest catches
in Bayly, Martin’s campaign to in-
crease its share of the New York
market.

Besides the dealers program, this
year the New York office has land-
ed Michelin’s commercial division
casualty coverage and the policies
for Metromedia Inc.’s television and
radio properties, which are worth an
estimated $300 million. The two ac-
counts represent annual premiums of
$200,000 and $400,000 respectively.

While the Los Angeles-based firm
ranked eighth nationally in 1976
with premium volume of $306 mil-
lion, its New York office did not
play a major role in the overall op-
eration until last year.

Since then, several heavyweight
account executives have been added
to the New York staff, which has
been enlarged from 60 to 100. Mr.
Chapas himself came over from
Johnson & Higgins.

Despite this activity, Bayly, Mar-
tin does not want to become a giant
among the city’s brokerage houses.
Rather, it seeks to play “Avis” to
the larger firms' “Hertz" by follow-
ing a “we try harder” philosophy in
servicing medium to jumbo accounts,
explained New York office manag-
er Andy Potash.

“This is the first time we can
compete on giant accounts,” said
Mr. Chapas. “We can't afford a
‘no’ from the carriers. If we strike
out with the big boys now, we're
set back three to four years. If we
lose a big account because of poor
servicing, we're also set back three
o four years. We have to do it bet-
ter.!, .

Maritime workers'
benefits upped

WASHINGTON — Maximum
workers’ compensation benefits for
maritime employes covered under
the federal Longshoreman’s and
Harbor Workers' Act have been
raised to $367.22 per week; the
old weekly maximum benefit was
$342.54,

The new rate covers injury oc-
curing after Oct. 1, 1977. The in-
crease affects about one million
maritime workers.

Compensation = paid under the
law was $110.5 million last year. m



In the growing South, shopping at Lays has become a family tradition.

32 variety stores. 32 insurance problems.

Lay & Company, Inc., headquartered
in Cleveland, Tennessee, is in a fast-
moving business. Operating a grow-
ing chain of variety stores in four
states means change is a way of life.
New store openings, relocations,
remodelings, new lines of merchan-
dise constantly affect insurance
exposures. So another thing that has
to change, constantly, is this
policyholder’s business insurance.

In the quick world of retailing, there’s
no room for lazy business insurance.
Employers of Wausau has served
Lays through two generations of
management. We've grown together
—through all the changes, through
all the adjustments, through all the
different people on the policyholders.
side of the business as well as ours.

- “I have t een impressed over the

~ One solution.

The relationship succeeds because
one thing hasn’t changed.

I believe Employers attracts the
right kind of people’

We appreciate comments like
that, but are quick to point out
that attracting the right kind of
policyholder is equally important.
Because partnership is not a one
man job. And that will never
change.

Come to-th

From the beginning, we both realized
that business insurance required a
partnership effort. Our alertness to
the policyholders changing needs
was one part. And the policyholder’s
willingness to put our recommen-
dations into action was another.

The Lay brothers look to us for guid-
ance on how to hold down insurance
losses so they can control their
insurance costs.

e source

President Edward F. Lay says,

years with the knowledge and
expertise of Employers people.

Wausau. Wisconsin
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Huge liabilities loom

EST. 1899

DAVIS, DORLAND & CO.

INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007

TEL: (212) 791-2100

WASHINGTON — Faced with
the chilling possibility that about
40 multi-employer plans may fail
soon, federal pension officials testi-
fied this month that Congress must
enact legislation to prevent a catas-
trophic collapse of plans.

The Pension Benefit Guaranty
Corp., the federal agency estab-
lished by the pension reform law
to guarantee benefits, called for a
change in the law requiring PBGC
to begin next January its guarantee
of pensions of workers in multi-
employer plans.

PBGC officials, including acting
executive director Matthew M.
Lind, told several Congressional

Five reasons

why The Equitable

- isthe nation’s leading
group company.

BOB ALBERTS, Zone vice president, responsible for the

ART WHITE
vice president, leads a sales and
service team of managers and
group representatives located
in 10 divisional offices

MIKE McGINN
vice president, in charge of
the Underwriting and Contract

Service Center

In each of the past three years—in 1974, 1975
and 1976 —The Equitable led all companies in
the sale of group life and health insurance and
pensions, as measured by new premiums and
considerations.

People—Equitable people who know
the group business inside out—are an

Eastern Zone
New York, NY

Western Zone
Los Angeles, CA

sales, service and underwriting of group life and
health insurance in,th.e _Zone's 4

5 states

JOE OUTRAM

vice president, manages a
benefits payment staff of 464 in

12 offices

The Equitable Life Assurance Society of the United States
New York, N.Y.

Mideastern Zone
Pittsburgh, PA

‘ Our Western Zone Management Team.

g

RALPH GORDON
vice president, directs account
executives throughout

the Zone

¥

important reason for this success. People—like
our Western Zone Group Insurance Manage-
ment Team.
To find out more about why The Equitable is the
nation's leading group insurer, and what
this can mean to your organization, call
your Equitable representative today.

Midwestern Zone
Chicago, IL

Delay multi-employer
coverage, asks PBGC

committees that the Jan. 1 deadline
must be extended—perhaps for up
to two years—to stave off a ruinous
string of pension plan collapses once
PBGC guarantees of multi-employ-
er benefits become mandatory.

The PBGC’s plea for an exten-
sion was backed up by the agency’s
study, released earlier this month,
which said that about 2% of all
multi-employer plans covering 385,-
000 workers are “experiencing ex-
treme financial hardship,” and have
a “high potential” for termination
in the next five years. That could
leave the government with a
staggering $350 million in unfund-
ed liabilities,

In addition, the study reported
that another 10% or 200 multi-em-
ployer plans are ‘“experiencing fi-
nancial hardship” and also might
fail, though not necessarily in the
next five years. That round of fail-
ures could cost PBGC $3.5 billion.

To pay for those huge poteniial
losses, PBGC might have to jack-up
the current 50-cent annual premium
per worker for a multi-employer
plan to as much as $40 or $50 per
worker for termination insurance,
the study implied.

That soaring increase could, in
turn, trigger a new round of termi-
nations by plans unable to afford
skyrocketing rates.

A long-term answer is needed to
the problem of sick, collapsing plans
taking down healthy plans with
them, PBGC officials acknowledged.

But finding that solution will take
time. In the meantime, a stop-gap
measure is needed to delay PBGC’s
mandatory coverage of multi-em-
ployer plans while a comprehensive
proposal is considered, the officials
say.

One of those interim measures
(S. 2125), introduced by Sen. Har-
rison A, Williams (D-N.J.), would
delay by up to 18 months the time
in which PBGC begins paying
benefits for terminated multi-em-
ployer plans.

But action is needed soon, PBGC
officials told . the Senate Human
Resources Committee, which is con-
sidering the measure, as the Jan. 1
deadline looms closer and closer. m

Soda association
backs program

PHILADELPHIA-—The Nation-
al Soda Dispensing Equipment
Assn. has endorsed participation
by its membership in a Market-
Dyne International safety group
insurance program.

The package being offered to
the soda fountain equipment
manufacturers group’s 200 mem-
bers provides general liability,
fire and theft protection. While
product liability coverage is ex-
cluded from the program, asso-
ciation members can purchase it
separately through MarketDyne,

explained assistant vp Hank
Holtzman.
Pacific Employers Insurance

Co. is underwriting MarketDyne's
safety group insurance programs.
Both firms are subsidiaries of
INA.

The safety group program is
tailored to the needs of medium-
size businesses and organizations
belonging to trade associations.

When total premiums exceed
losses and administrative ex-
penses, Pacific Employers pays a
dividend to policyholders. Policy-
holders who have the best safety
records benefit the most from this,
he said. ‘ -
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The construction industry. it’s big, complex and diverse. Last
year its private and public sectors generated over $144 billion of
new construction (over 9% of our G.N.P.); provided an average
of 3.5 million jobs each month and paid out over $50 billion

in wages.

Arranging insurance programs for an industry of such
magnitude is not a job for the inexperienced. The broker must
not only possess the engineering expertise to thoroughly
evaluate each project and its hazards; he must also be able to
anticipate and resolve the kinds of on-site problems contractors
will face before negotiating rates.

Moreover, the broker must have a thorough knowledge of

fowers

Fl

 thruways

his clients and a reputation for integrity in representing his
clients to the surety underwriters who guarantee their
performance.

Corroon & Black has possessed and applied these qualities
for over 30 years. During this time we have represented many
of the world’s largest contractors and engineering firms and have
participated in such wide ranging projects as the Interstate
Highway System, the vast water supply systems throughout the
Far West, schools, universities and office complexes, and various
metropolitan rapid transit systems.

Experience, integrity and trust. Three solid reasons for
building with Corroon & Black.

Corroon & Black

Head Office: 150 William Street, New York, N. Y. 10038 Tel: 212-732-4900
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editorial opinions

Underwriting: Harold Hines's better idea

UNLIKE MANY PEOPLE who call for change but have
few suggestions for a better way to do things, Harold
Hines of Marsh & McLennan recently propounded some rad-
ical alternatives to the way underwriting is done by insur-
ance companies.

Some of his ideas were contained in a story in our Sept.
- 19 issue that might have gone unnoticed by our readers. But
Mr. Hines'’s statements are worth thinking about. If nothing
else, they may tell buyers of insurance a lot about the way
insurers will be doing business a decade from now.

Even more important, they hint at the techniques cor-
porations themselves can use when embarking upon a pro-
gram of self-insurance. They even hint at some ways Marsh
& McLennan and some other large brokers might be estab-
lishing computerized data bases and departments of skilled
specialists to perform the underwriting tasks for insurers who
haven't adapted to a changing underwriting environment.

The way Mr. Hines sees it, underwriting requires more
perfect knowledge in order to speed the process and make
more profit for the insurer. To accomplish this, he suggested
that computers be used much more extensively than they
now are for storage and retrieval of relevant claims data,
loss data, economic data, pricing and model-building.

It’s Mr. Hines's contention that underwriting—even insur-
ance sales, for that matter—need not be a face-to-face pro-
cess. Even these last remaining parts of what is always touted
as a highly personalized service business can be effectively

subjected to the disciplines of mass production, using cen-
tralized skilled staffs of people whose individual tasks are
clearly and narrowly defined and who perform within clearly
established control guidelines. He thinks insurers should use
economists, analysts, computer scientists and actuaries to
study each risk to be underwritten, each one contributing
part of a final decision and rating.

There’s a good side and a less attractive side to these sug-
gestions offered by Mr. Hines. For one thing, if the insurance
industry would heed his suggestions and revamp its under-
writing practices, policyholders too would benefit from less
“hysterical overreaction” by the industry to generic classes
of risks such as product liability, we believe.

By having better data, stored in computers for retrieval
when underwriting decisions need to be made, buyers of in-
surance might be less apt to point an accusatory finger at
underwriters for being unfair in their ratings.

On the other hand, the revisions Mr. Hines suggested
would mean a sort of dehumanization of the insurance busi-
ness, with even less opportunity for a buyer of insurance to
take his risk and his data to an underwriter to negotiate face-
to-face the terms under which a policy will be provided. But
this isn’t very common, anyway.

For our part, though, we think the latter result would be
a small price to pay for greater efficiency and even fairness
in underwriting, particularly when difficult casualty risks
are involved.

Captive and self-insurance review Jan. 9

VOLUTION. Out with the old and in with the new.

There’s no better time to initiate change than when we
ring in a new year, so that’s exactly what we're doing in
our January 9, 1978, issue.

For 10 years, Business Insurance has published a special
issue containing hundreds of informational items entitled
Info for Buyers, consisting of literature that readers could
send for. The response has been invigorating, with the num-
ber of requests for material increasing each year that we've
published the Info directory until this year over 38.000
requests for material were processed.

There are editorial topics crying out for special issue
treatment, however, and our first issue in January will here-
by become the annual Captives and Self-Insurance Review.

We'll continue to publish Info items throughout the year
in each issue of Business Insurance, maintaining the same
service to our readers that we've always provided.

For example, we'd like all the companies involved with
services for captives or self-insurers to send in Info items
that will appear in the Jan. 9 Captives and Self-Insurance
Review. (Other items are invited too.) Readers of that
issue will be able to use a coded card to send for Info ma-
terials appearing therein.

As has been our long-time practice, we'll continue to

periodically re-use Info materials that have been submitted
by providers during the calendar year in which they’ve been
sent to us. Those companies submitting brochures, pamphlets
and other informational literature for our readers should
let us know if their materials become outdated, or if they’re
no longer available.

After 12 months we clean out our files and you’ll have
to re-submit your materials for the Info column if you want
them kept on the active list.

In the Captives and Self-Insurance Review, the editors
plan to take a close look at efforts by organizations nation-
wide to solve their insurance problems by using alternative
risk funding methods. Beyond just the overview of activity
in these areas, we'll discuss with risk managers and benefit
executives their successes and failures with captive insur-
ance compznies and self-funded programs; we’ll investigate
the problems they've had in transition, the surprises they
may have encountered along the road to self-sufficiency.

Readers with suggestions and ideas for stories we should
have in this new special issue, or who'd like to contribute
articles abcut their own experiences with captives or self-
funded programs are invited to write Susan Alt, Editor,
Business Irsurance, 740 N. Rush St., Chicago, Ill. 60611 or
call 312-649-5278.

letters

Business Insurance welcomes
letters from its readers. Please
keep your comments as brief as
possible and we reserve the right
to edit or shorten letters for clar-
ity or space. Please send your
comments to Letters to the Ed-
itor, Business Insurance Maga-
zine, 740 N. Rush St., Chicago,
Il 60611.

Warner-Lambert replies

To the Editor: We are writing
to object most vigorously to the
lead editorial article, “Can safety
become a criminal matter?” in
your Sept. 5 issue. Your article
is filled with inaccuracies and in-
correctly implies that Warner-
Lambert failed to follow accepted
accident prevention practices.

Of the numerous factual inac-
curacies in your article, we par-
ticularly object to the statement
that there were *“. . . repeated
warnings by the fire depart-
ment. . . .)” To suggest to your
readers that we would ignore even
a single warning from the New
York City Fire Department is a
gross misstatement of fact and
seriously jeopardizes our reputa-
tion in the insurance community.

In fact, our facility had under-
gone numerous prior inspections
by various local and national gov-
ernmental agencies, none of
which ever warned this company
of an explosion hazard. Further-
more, immediately following the
explosion, John T. O'Hagan, the
New York City fire commissioner,
held a press conference in which
he stated:

“We inspected. the plant in
April of this year and the only
violations that we found at that
time were minor ones. For ex-
ample, the exit signs. There were
no violations directly assooiated
with the cause of the explo-
sion. . . .

“Where we have known prod-
ucts or known materials such as
say, flour, there are requirements
for dust collectors and enclosed
motors and so forth. This obvi-
ously on the basis of past experi-
ence did not indicate to anyone,
including chemists, that this was
that magnitude of a hazard to
require this type of protection.”

Moreover, only two months
prior to the accident, Warner-
Lambert’s fire insurance carrier
inspected the American Chicle
facility. N'ot only did it commend
Warner-Lambert for the quality
of overall plant maintenance, but
it also specifically found condi-
tions in the department involved
in the accident to be safe and in
full compliance with acceptable
industry standards.

It is grotesque to ask, as your
editorial does, “Wouldn't an in-

Continued on page 33
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National Union announces anew
policy to protect insurance companies from
their own policyholders.

Because today it seems everyone's

getting on the

lawsuit bandwagon.

Especially clients who feel their Insurance
companies have mistreated or mishan-
dled them or their elaims. For example,
not being given adequate legal defense.
The courts have been awarding

Increasingly la

rge judgements, including

punitive damages, against the insurance

companies themselves.
And your reinsurance may or may
2 2y
)
(14

NowT

Lo AR

not cover you. National Union has a new
policy that does. _

It's a professional liability policy
covering losses in claims handling and ad-

justing, engineering, safety inspectionand

loss control operations.

Including punitive damages, wher-
ever permitted by law. ‘

Insurance companies need this broad
coverage just as much as doctors need
malpractice insurance.

Afterall, it would really be ironic if
an insurance_company lost a lot of money
Jjust because it didn’t have insurance.

he Insured
uing TheIns

urers!

rExecutive Offices 1
National Union Fire Insurance Co. of Pittsburgh, Pa,
Department A, 102 Maiden Lane

| New York, N 10005
Please contact me about professional liability

l insurance for insurance companies.
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City. State
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Presents

THE PURE COST CONCEPT

To Corporate Risk Managers & Treasurers Featuring

Domestic Captive Insurance Programs
Loss Control Engineering
Federal Tax Deductible Premiums

For additional information contact:

KEITH E. WEIBEL, V.P. ENGINERING 216-758-2056
8056 AQUADALE DR. YOUNGSTOWN, OH 44512
RUSSELL N. McLAUGHLIN, FINANCIAL V.P. & TREAS. 216-337-6537
JAMES W. BRYANT, SECY. & GEN. COUNSEL 502-587-07€9

Labor acts to reduce
pension paperwork

WASHINGTON—Vowing to re-
duce the amount of paperwork
required of pension.plan managers,
Secretary of Labor Ray Marshall
this month announced plans to
streamline and strictly enforce the
Employe Retirement Income Secu-
rity Act (ERISA).

As reported earlier, the annual
report form 5500 next year will
have to be filed only with the In-
ternal Revenue Service. Previously,
form 5500 had to be filed with
IRS and Labor at different fimes
of the year, causing confusion and
unnecessary paperwork.

Form 5500 itself will be modified
in-several key ways:

e Question 8 (question 20 on
form 5500-C) would be eliminated,
ending the requirement that a new

7 it

0 you had time {0 all,

vou wouldn't need us as much.

‘One of the hardest parts of any risk manager’s
job is keeping up with the latest information and
changing trends. The sheer volume of reading
required is staggering,

But you have togknow, What are the newest
state and federal regulations? Are there new ways
to cope with products liability? What!s the latest
on self-insurance? How do you reduce the
possibility of fire loss?

It’s the single, critical piece of information
you miss that could make the difference in
effective decision-making.

Where can you go for answers?

Try us.

R. B. Jones is a national firm. We've been
providing major corporations with solid,
up-to-date recommendations in all areas of risk
management since 1889. Property. Casualty.

Marine. Surety. Employee benefits. You'don't have
to be a client to caFl.

When it comes to insurance and risk
management, we believe you can never ask too
many questions. )

Our experienced professionals will be happy
to supp.y the answers.

R. B. Jones has offices in Atlanta, Boston,
Chattanooga, Chicago, Dallas, Houston, Jefferson
City, Kansas City, Los Angeles, New Orleans,
New York, St. Louis, Tulsa, Waterloo
and Wichita.

Home office, Commerce Tower, Kansas City,
Missouri 64199.

R.B.Jones Insurance.

plan description, form EBS-1, be
filed within 60 days of every mate-
rial modification to a plan. Instead,
the change would be reported an-
nually on form 5500 and a sum-
mary description of the change
would be sent to participants with
their annual summary report.

® Question 13(i) or 13(h) on
form 5500-C would eliminate the
requirement that plans list assets
at book walue.

e Question 13—columns (b)
and (c¢) would be eliminated so
that plans no longer would report
their aggregate purchases and sales
during. the year.

In the columns place, would be
a separate question to reveal rapid
turnover of plan holdings. That
question would ask for the total
costs of acquisitions for common
stock, excluding brokerage com-
missions.

These proposals, which already
have been approved by the Treas-
ury Department and Labor, soon
will be published in the Federal
Register for public comment.

Turning to the role of ERISA
in protecting the rights of plan
participants, Secretary Marshall
admitted the picture at the begin-
ing of the year was pretty dismal.

“Files generally were unavail-
able, often stored in boxes in ware-
houses, . . . There was a long
correspondence backlog, with some
letters actually dating back to
1974."

Since: then, Mr. Marshall said
at a press conference this month,
“we have turned ERISA around.”
The correspondence backlog has
been eliminated. Anyone writing
to the Labor Department about
ERISA, regardless of the complex-
ity of the subject, will receive an
answer within 60 days.

In addition, most of the plan
descriptions filed under ERISA
are now available for public in-
spection on microfilms. Right now,
83% of plan descriptions are avail-
able in retrievable form.

To step up enforcement of the
law, Mr. Marshall said, is a re-
quirement that the program’s field
staff spend 60% of its time on en-
forcement and only 40% on tech-
nical assistance. 2

| Equitable policy

to cover centers

MINNEAPOLIS—If the planned
sale of nine shopping centers from
Dayton Hudson Corp. to the Equit-
able Life Assurance Assn. of the
US. goes through, property and
liability insurance on the malls will
probably be transferred to a master
policy covering all Equitable prop-
erty, according to a spokesman for
the insurance-carrier.

When Equitable acquires a prop-
erty, its coverage comes under a
blanket policy-the company has on
all property, said Equitable spokes-
man Lynn Snowdon. This blanket
coverage take effect as soon as the
property passes into Equitable’s con-
trol, she explained.

It is up to the previous owner to
terminate any policies previously
covering the property, Ms. Snowdon
added.

Bill Cain, director of insurance
and risk management for Dayton
Hudson, would not disclose cover-
age limits and premium costs on
the nine malls, explaining that they
were covered under the company’s
entire insurance program. However,

| the two principal carriers, Industrial

Risk Insurers.and Arkwright Bos-
ton, have been told that they will
lose this part of the business should
the sale go through, Mr. Cain
said. =



When it comes to funding

- agroup retirement plan,

NWNL thinks the world
is iffy enough.

So, we've eliminated
the risks from qualified group
retirement plan funding —
while still offering one of the
highest new money interest
rates available —through
our new Group Annuity Invest-
ment Contract.

The security comes
with guaranteed principal,
guaranteed annuity rates and
optional guaranteed inter-
est, backed by our solid
corporate history and more
than a billion dollars in assets.

And the high rate of
return comes through our
smart investments in direct
private placements, tax-
exempt obligations and com-
mercial mortgages.

For contract years
ending in 1977, we offered
a new money rate of 9.75% —
about 50 basis points
higher than the industry
average.

Up to now, when you've
arranged a funding contract
for a client's retirement plan,
you probably had to buy a
whole package of services.

But not anymore.

Because NWNL has
developed a contract for quali-
fied group retirement plans
that combines our investment
expertise with guaranteed
principal, guaranteed annuity
rates and five options that
can be purchased separately,
as “add-ons!” |

These options are:
Guaranteed Interest Rate,

Guaranteed Contract Expenses,

Guaranteed Retirement
Benefits, Actuarial Services
with or without ERISA Serv-
ices, and Employee Record-
Keeping Services!

Of course, your client
can buy all these guarantees
and services. But hedoesn't
have to. NWNL will provide as
many or as few options as
he wants. And no more.

NWNL leaves nothing

to chance.

So if you're looking
for a funding vehicle that
combines high yield and
contract flexibility with the
sweet security of guaranteed
principal, place your bet
on NWNL.

Some things just

~shouldn't be left to the throw

of the dice.

To: Al Benson, NWNL, Box 20, Minneapolis, -
Minnesota 55440. Please send more
information about your new Group Annuity
Investment Contract for IRC 401 tax-
qualified corporate plans. Financial and
additional information available on request.

Nam

Titl

Company:.

Addres

City __ State dip— -
Phome ... .. Afealode

NORTHWESTERN NATIONAL
LIFE INSURANCE COMPANY

BOX 20 - MINNEAPOLIS, MINNESOTA 55440
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Sex bias, retirement age, state laws

Court to decide 3 pension cases

By JERRY GEISEL

WASHINGTON—The Supreme
Court has agreed to decide wheth-
er women can be required to con-
tribute a bigger portion of their
salaries to pension plans than men.

The case involves five female
employes of the Los Angeles Water
and Power Department who have
sued the city for forcing them to
pay a 15% larger contribution than
men into the department’s compul-
sory retirement fund.

Life insurers

pay $24 billion

NEW YORK—Americans re-
ceived $24.6 billion in benefit pay-
ments from life insurance policies
and annuities during 1976, reports
the American Council of Life In-
surance. This was an increase of
9.2% aver the previous year's $22.5
billion in benefit payments.

Death payments was the largest
category, with $9.6 billion in bene-
fits paid, the council said. Other
types of benefit payments were
policy dividends, $5.6 billion; sur-
render values, $4.1 billion; annuity
payments, $3.9 billion; matured en-
dowments, $976 million and dis-
ability payments, $458 million. m

Under the pension plan, a wom-
an earning $1,000 a monzh pays
$2549; a man earning the same
amount pays $22.20.

The city contends that studies
show women live longer than men.
As a result, women receive pension
benefits over a longer period of
time than men and shoulé be re-
quired to pay more into the fund.

The women, who have filed a
class action suit on behalf of all
female employes of the water and
power department, maintain the
fund perpetuates sex discrimina-
tion and is in violation of the Civil
Rights Act of 1964.

A federal appeals court ruled
earlier that the different contribu-
tion requirements were bkased on
sex, not on differences in female

and male life expectancy, and
therefore were illegal,

In another : pension case, the
Court heard oral arguments this
month in a case involving & former
United Airlines employe who con-
tended that United’s compulsory
requirement policy at age 60 is a
violation of the 1967 Age Discrimi-
nation Act.

By the time the court reaches a
decision, however, Congress may
have passed legislation raising the
mandatory retirement age to 70.

Finally, the Court agreed to re-
view a lower court’s decision that
federal labor policy prevents states
from passing laws to protect work-
ers against pension plans that col-
lapse.

The justices said they would
study a ruling by the Eighth Circuit
Court of Appeals that such a Min-
nesota law is preempted by the
National Labor Relations Act. That
federal act protects bargaining
agreements from state interference,
the appeals court said.

The case goes back to 1963 when
the White Farm Equipment Co., a
subsidiary of White Motor Corp.,
took over the operations of the
Minneapolis-Moline Corp. at two
farm equipment plants in Minne-
apolis and Hopkins, Minn.

At that time, a company pension
plan between Minneapolis-Moline
and the International United Auto-
workers, Aerospace and Agricul-
tural Implement Workers was in,
effect.

When White closed the Minneap-
olis plant in 1972, it attempted to
end the underfunded pension plan
at both plants. The union, though,
was successful in keeping the pen-
sion plan alive until 1974 when the
collective-bargaining agreement ex-
pired.

In the meantime, however, the
Minnesota legislature passed a law
mandating full funding of pension
benefits whenever an employer no
longer operates a place of employ-
ment or pension plan.

White challenged the law, but
a federal court in Minnesota ruled
the law was valid and ordered
White to pay $19.1 million into »
pension fund for its former em-
ployes.

The appeals court, however, re-
versed the decision. As a result
1,000 White workers in Minneap-
olis retired with pension benefits
up to 60% less than they had anti-
cipated. The Hopkins plant, which
is still operating, has a new pension
plan. [ ]

AreYou
Insured For
Inflation?

Unless you've just completed a
plant building project or major
purchase of production machinery,
you're in for a shock!

Building costs are up 100% and
equipment costs are up 80% in 10
years. In the last 5 years, building
costs are up 50% and equipment is
up 45%.

Hopefully double-digit inflation
has been slowed, but the effects
have left most businesses
underinsured. It's too late to check
the adequacy of coverage when a
loss occurs—but be assured, your
insurer's adjusters will—that's part
of their job.

A Marshall and Stevens
appraisal of your assets for
insurance requirements is the
starting point to adjust for inflation
for your protection. Our service
segregates the values for
rate-making purposes and
provides the detailed records so
vital to your “Proof of Loss."

And, Annual Valuation Service
of Marshall and Stevens provides
an economical method of keeping
abreast of inflation in the future.
Sorry—but there's no end in sight!

Please contact our Valuation
Consultants in...

Atlanta, Boston, Chicago,
Dallas, Detroit, Houston,
Kansas City, Los Angeles,
Minneapolis, New York,
Philadelphia, Pittsburgh,
San Francisco, St. Louis,
Washington, D.C.

Appraiscls by
MARSHALL

AND STEVENS
INCORPORATED

Honeywell knows a modern
protection system has to be reliable.
And capable of prompr effective
response. But we also believe it has
to be flexible enough to |
accommodate changing code
requirements and owner needs.
And finally, that system must be
affordable — in smaller buildings
as well as in high rise giants.

Our Alpha 1000 is that
kind of system. And more.

A system that fits you.
Today and tomorrow.

1
Common sense told our
engineers that no one wants to pay

- Announcing
Honeywells Alpha1000.

A cost-effective,
computerized fire and security system
*)uilt ONn cOMmon sense.

|

and performance requirements.
Small and inexpensive enough for
a single building, or large
enough for several buildings around
town or in the area.

Security management may
be planned as an integral part of
your Alpha system, without
wasteful equipment duplication.
Beginning with intrusion alarms,
your complete security “package”
can also provide remote door
lock control, access control
card readers and closed circuit TV
surveillance.

For fire protection, you can
start with a basic fire detection and

The Asset Management Professionals |

for more protection than he
needs. So we've designec Alpha
as a flexible, modular system

you can tailor to your precise size

alarm system, then add “event
commands” to provide control
of fire doors, elevator capture

and smoke control. Guard tour
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Advantage is avoiding 2 minimum premiums

Integrate worldwide programs, urges Pearce

VANCOUVER, BC.—It's not
only possible, but practical, to have
a single, totally integrated world-
wide insurance program for an in-
ternational company.

“Foremost, you have to look at
your program on a worldwide basis.
1 disagree with those who say a
company should have a segregated
U.S. and foreign program. I think
the reason most companies have
separate policies is because they've
let the foreign insurance environ-
ment dictate their risk manage-
ment philosophy,” says Alan
Pearce, formerly risk manager for
Aminoil U.S.A. and now with San
Francisco-based Foremost-McKes-
son Inc.

The advantage of having a sin-
gle worldwide program, Mr. Pearce

told the Institute of Risk Manage-
ment Consultants, is “the syner-
gism, With two master policies, for
example, you have two minimum
premiums, at least.”

Only last month, Mr. Pearce
achieved a 40% premium savings
on Aminoil's domestic casualty in-
surance program by going to the
London market and negotiating a
single worldwide program to cover
Aminoil, which has assets of over
$1 billion.

Aminoil’'s domestic (U.S.) risks
had previously been insured in the
U.S., with foreign risks under-
written by the London market.
Aminocil now pays “about $150,-
000" for casualty coverage of $49
million, excess of a $1 million per
loss retention, Mr. Pearce told

Business Insurance.

Johnson & Higgins “did a fan-
tastic job” in putting the new pro-
gram together for Aminoil, iden-
tifying specific markets and playing
a key role in the worldwide risk

all of Aminoil’s excess casualty
business. J&H provided a team to
arrange the program, including a
specialist in marine insurance, a
specialist in casualty and an expert
on the London markets.

This story results from the annual meeting of the Institute of Risk Man-
agement Consultants covered by Business Insurance Editor Susan Alt.

Other conference stories include:

o SOME D&O exclusions are justified, says Wyait's Warren Brock-

meier. Page 14.

e INSURERS MUST begin concentrating on controlling losses, not
other costs, says Ideal Mutual’s Edward Lalley. Page 15.

placement, said Mr. Pearce. J&H
had formerly handied the interna-
tional segment of Aminoil’s account
for 30 years, but won the entire
package as a result of its work on

The lead underwriter at Lloyd’s
is Peter Green, who heads the Jan-
son, Greene Ltd. syndicate that
lends its name as lead on many 6f
the world’s biggest petroleum and

monitoring, voice messages to

instruct building occupants, and
fire department intercommunica-

tions can also be added.
Other Alpha capabilities

include the monitoring of fire

sprinklers and water supply

valves as well as temperature and

humidity in critical locations.

Even total building environmental
controls can be added. Whatever

your needs, Alpha can grow
and change with you, easily
and economically.

reports, pinpointing trouble
spots, recording all events as they
happen, controlling all building

mechanical systems.

Important options include
a television tube (CRT) display
which reports alarm locations
and an automatic printer which
records all messages in full
English language. Two-way voice
communication can also be
provided, along with standby
battery power to operate protective
systems should primary power fail.
In short, Alpha can deliver
the highest level of fire and security

protection you need.

built-in.

Solid cost-savings are

Alpha 1000 makes dollar

sense, too. Honeywell design ‘ AT

controls can add energy savings,
t0o. The more ways you use your
Alpha 1000, the more cost-
effective it becomes.

The important plus:
Honeywell experience.
With every Alpha 1000
system comes the unique combina-
tion of experience and
technological skill that has made
Honeywell a world leader in
building control systems. You can
depend on high reliability and
advanced state-of-the-art
components. Honeywell's on-site
backup also aids installation,

oil-drilling risks.

Among the problems Mr. Pearce
views as critical in any interna-
tional risk management program
are these:

e The inability to communicate
freely with officials at facilities
around the world because of the
distance, This problem, said Mr
Pearce, only serves to reinforce
the need for a risk manager to de-
velop counterpart risk managers at
each overseas location.

® The general lack of public fire
protection facilities, which *“‘isn’'t all
bad—this gives the impetus to
management to establish good in-
ternal fire protection systems.”

e Lack of medical services in
hospitals.

o The inability to obtain re-
placement equipment locally often
creates difficult business interrup-
tion exposures. “We once had fo
identify all critical equipment in
a foreign country, locate substitute
equipment or import a replacement
ahead of time, so a business inter-
ruption wouldn’t last the many
months"” it took to obtain an all-
important import license once a re-
placement had arrived where it was
needed, recalled Mr. Pearce.

“Many risk managers and others
are deluded into thinking the in-
ternational insurance environment
is a lot more complex than it ac-
tually is,” said Mr. Pearce. Inter-
national laws and insurance re-
quirements do make it more com-
plex than doing business in the
U.S,, but he sees a lot of oppor-
tunity in the complexity.

For example, in order to circum-
vent the problem of insubstantial
premium discounts for self-reten-
tion, Mr. Pearce advocates vertical
participation on an international
risk to achieve lower premiums.
Because coverage is subject to tar-
riff rating in many countries of the
world, only modest premium ad-
justments are available, “so you

intentionally understate your
values and participate in your risk
vertically.

know-how helps keep both up-
front and operating costs down.
The syster’s “brain” is a
highly versatile, but relatively )
inexpensive microcomputer. It's e
human-engineered for easy
operation. There's no computer
language to learn, no need for
special training. Basic systems
transmissions are multi-plexed;
that is, all messages travel over
one low cost pair of wires. And the
use of thrifty, leased telephone
lines makes it practical to link
a number of buildings with one
Alpha control center.
Most importantly, Alpha
can reduce your risk and the
cost of insuring yourself against it.
Along with increased protection
comes lower security manpower
costs. Adding environmental

Honeywell

raYava “In essence, the insured becomes
a partner with the insurer on a
loss, a coinsurer. You save propor-
tionally on premiums with this
method, although taking a deduct-
ible of $500,000 or $1 million often
doesn’t achieve the same savings,”
said Mr. Pearce.

There’s also a way to participate
in a risk and achieve the same sav-
ings by using a captive, he pointed
out. He tells the story of a case
involving Brazil, where there is
controlled reinsurance through the
state-owned facility, But it's long
been a custom in Brazil to place
some reinsurance in the govern-
ment pool with London through
Hogg-Robinson, a leading Lloyd’s
broker. “So this particular risk
manager with a Belgian company
told me he worked directly with
Hogg-Robinson to get his com-
pany’s captive on the reinsurance
slip, to achieve participation in the
risk.”

But Mr. Pearce also revealed
that the best-laid plans to accom-
plish some control over insurance
on facilities abroad can run intc
snags. He told risk management
consultants how he achieved sav-
ings on some increasingly-expen-
sive coverage for Aminoil's Kuwait
refinery.

Johnson & Higgins had found out
that Kuwait was depending on the
London market for its facultative
and treaty reinsurance of all pri-
mary coverage placed with the
three state-owned insurance facili-
ties.

“So it was our idea that instead
of the insurers proposing to us 3

Continued on following page

system checkout and training.
What's more, our nationwide
service network can provide both
ongoing maintenance and
€mergency repair service.

There’s a lot more to Alpha
1000 than this ad can tell you.
Please write Honeywell Commercial
Division, Dept.10C24 Honeywell
Plaza, Minneapolis, MN 55408.
Let us show you why and how
Alpha protection makes common
sense for you.

How Alpha’s comprehensive

protection works.

Complete, centralized
control is the key to Alpha’s
effectiveness. When a fire
or intrusion occurs, the system
detects it early, reports it promptly,
and automatically directs a
series of planned responses. Your
Alpha control center becomes
an emergency command post,
providing up-to-the-minute status

It’s good business
to run a fine-tuned building.

Honeywell
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Pearce . ..

Continued from preceding page
reinsurance rating scheme (which
determines the premium cost of the
primary coverage), why not go to
London and negotiate a reinsurance
plan direct? We did that and got
about a 10% reduction in rates
from the previous year,” said Mr.
Pearce.

When the time came to renew
the Kuwait program, Mr. Pearce
sat down with its three Kuwaiti in-
surers “and in' effect told them
what the rates would be.”

The reaction was not what he
expected, however. The insurers
expressed outrage that Mr. Pearce
took matters into his own hands.
“They accused us in so many words
of trying to subterfuge their sys-
tem and contacted our Kuwaiti
directors (of the joint wventure
refining operation.)”

All was not lost, though, as
Aminoil’'s management backed Mr.

VANCOUVER, B.C.—In the wake of the most recent
IRS ruling on the use of captive insurance companies, there
will “‘definitely be an acceleration of the trend toward get-
ting captives into writing more outside business,” said Alan
Pearce, risk manager for Foremost-McKesson Inc.

Foremost-McKesson’s captive has just started to accept
outside reinsurance business, said Mr. Pearce, by partici-
pating in the United pool operated by American Risk
Management, Foremost’s captive manzgement company.
The captive’s book of business now includes about 23%
non-parent risks, said Mr. Pearce, nearly all in the com-
mercial property area but with a small portion—perhaps
5% —in non-U.S. casualty risks,- mostly European.

Pearce. At that time, he had ex-
plored the alfernative of using a
captive as well as the reinsurance
rating plan in London. “They came
back the next day and accepted our
reinsurance plan, and also our cap-
tive if we decided to go that route.
In the end, this saved us $120,000

on insurance for one 4110 mil-
lion refinery facility,” Mr. Pearce
beamed,

Political risk insurance, Mr.
Pearce consinued, is of questionabla
value. “I guestion the value of the
coverage when you're dealing with
London because if the situation

becomes even a little bit unsavory,
they'll cancel,” he said in reference
to London’s insistence on having a
cancellation clause in every politi-
cal risk policy written.

“In fact, I don't particularly like
either of the markets available”
for the coverage—the Overseas
Private Investment Corp. in the
U.S. or Lloyd’s of London.

He advocated a thorough in-
ternal analysis of the risk, coun-
try-by-country, with steps taken
to keep the risk of expropriation
within manageable bounds through
proper reinvestment and other acts
showing good faith.

Aminoil deployed economists
from a corporate department to
prepare each year a detailed report
of every facet of political risk and
exposure in each country where
facilities were located, said Mr.
Pearce. Following up the analysis,
Mr, Pearce said it’s best to prevent
political risks by creating a depen-
dency relationship between the
U.S. parent and the host country. m

A young elephant’s survival
is threatened daily.

Your business is just as tenuous.

Because of a continually decreasing domain,
the chances of an Asian Elephant born today making
it to maturity are diminishing daily.

With property loss surging of late, your business
15 faced with a similar outlook. But by practicing
the basic principles of loss control you can
greatly improve your chances of survival.
And that’s where Allendale Insurance can belp.

Some D&O

exclusions
'justifiable’

VANCOUVER, B.C. — Insurers
of directors and officers liability
risks have been justified in moving
to exclude coverage for emerging
risks such as losses growing out of
bribes and political payments by
corporations,

This is the feeling of Warren G.
Brockmeier, director of risk man-
agement consulting services for
Chicago-based Wyatt Co. He told
the annual meeting of the Institute
of Risk Management Consultants
here that he thinks it is an “unfair
judgment” to say D&O insurers
have continually added exclusions
to the policies they underwrite “just
to keep the coverage as near to zero
as possible.”

Looking back at the big D&O
legal cases in recent years—includ-
ing the Texas Gulf Sulphur, Bar
Chris, Penn Central and Mattel Inc,
cases—he pointed out that the law-
suits and resulting insurance pay-
outs involved actual wrong doing,
not just poor business judgment by
directors and officers.

“I have some sympathy with the
D&O insurance industry when it
moves to exclude coverage for un-
ethical acts and self-serving acts,”
said Mr. Brockmeier, “because I
don’t think the insurance should
properly address its coverage to
these kinds of acts anyway.”

In the few years since D&O in-
surance has become widely pur-
chased by corporations, there has
been the development of an “un-
written exclusion” in the policies
which encourages some policyhold-
ers not to even bother submitting
their D&O claims, he said.

Essentially, the underwriters have
indicated that if policyholders want
to present every claim, they’re free
to do so, but it will be at the risk
of subsequently having the cover-
age cancelled by the respective in-
surer. Thus, Mr. Brockmeier said,
some policyholders choose to pay
their own D&O claims in order to
keep the insurance.

“This was the case in a situation
where a large campaign contribu-
tion had been made to Richard M.
Nixon’s presidential campaign and
lawsuits were filed as a result of
the disclosure,

“I hope this doesn’t become wide-
spread, but it certainly indicates
that there is some merit to evaluat-
ing the importance of the claim” as
to whether it should be paid by the
policyholder or submitted to the
carrier, Mr. Brockmeier advised.

What little claims activity there
has been against fiduciary liability
coverage seems to have been in
employe benefit liability for back
benefits or discrimination, Mr.
Brockmeier pointed out. Thus,
Wyatt suggests fiduciary and em-
ploye benefit liability be combined
in a single policy with one insurer.

Although the question is some-
times raised about whether corpo-
rate middle management personnel
should be included as named in-
sureds under fiduciary and D&O
coverage, Mr. Brockmeier said he
hasn’t found any indication in court
decisions where middle management
needs to be covered under these
policies because of the prospect that
a court would impose liability on
a corporate administrator.

However, he said, there is a pos-
sibility that middle managers may
be named in employe benefit ac-
tions or industrial relations actions.
This eventually should be care-
fully considered by purchasers of
this coverage, although “we see no
reason to extend the mantle of cov-
erage under D&O down to them.” ®
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Insurers should target
underwriting: Lalley

VANCOUVER, B.C.—Insurance
rompanies that have traditionally
hut the most time and effort into
~ontrolling” the “frictional costs” of
administration, underwriting and
sverhead must now change direc-
Hion and put much more emphasis
on controlling losses, said an insur-
ance company executive here,

Edward P. Lalley, president of
Ideal Mutual Insurance Co., told a
meeting of the Institute of Risk
Management Consultants that “in
the casualty area, for every dollar
spent for insurance; 75 cents goes
into the loss and the rest to the
frictional costs. We've been spend-
ing most of our time on the 25%
in the past. Now we must turn our
attention to the 75%. We need to
spend more time reducing losses.”

In a wide-ranging presentation
and discussion, Mr. Lalley also pre-
dicted that the number of com-
panies servicing corporate captive
insurance firms will “continue to
develop, despite the minor diffi-
culties” posed by the latest Internal
Revenue Service decree on cap-
tives and recent accounting rule
changes making accrual reserving
nearly impossible.

By corporate captive servicing,
Mr. Lalley explained that he was
referring to programs insuring U.S.
risks with an established insurance
company, which in turn reinsures
a substantial portion of the under-
written risk into a captive insurer
owned by the policyholder.

Because of the recent IRS rul-
ing making official the tax agency’s
position that premiums paid to
captives aren’t legitimate deduc-
tions, Mr. Lalley believes there will
be much more activity in the
group-owned captive business. Ac-
cording to persistent reports, he
said, “there are at least 60 such
groups in various stages of develop-
ment.”

In fact, when Ideal Mutual is

approached by companies with $50-

million a year in sales and less
seeking advice on how to solve
product liability problems, he said
he tells them “to look to their trade
associations for help in establishing
condominium captives or industry
captives.”

Ideal Mutual would “try,” said
Mr. Lalley;, to work with condo-
minium captives if such multiple-
ownership insurers were set up by
smaller companies, either within
the same industry or by firms un-
related in their types of operations.

“The reason why I suggest an
industry effort is that it's easier to
get together. An aggressive trade
association director will work very
hard on this. Besides, you have the
common risk. But it’s entirely pos-

sible that companies without homo- |

geneous risks can get together,
too.”

Ideal Mutual’s development over
the next several years will definite-
ly include investment in loss con-
trol services, an area where Ideal
presently provides no services. “We
are indeed going to spend some
money on loss engineering and loss
adjustment in the next two years,”
Mr. Lalley revealed. “We're getling
to the size now where we owe that
to our policyholders.”

There’s not much chance for
passage of currently proposed fed-
eral bills allowing corporations to
deduct their contributions to self-
insurance reserves for product lia-
bility losses, Mr. Lalley predicted.
“The feedback I get on the (Cul-
ver and Mikva) bills is that the
biggest barrier is going to be the
IRS, that they would vehemently
oppose it."

But industry should swing its

support solidly behind those bills
in Congress, Mr. Lalley urged.
“There’s no way conventional in-
surers can meet the current need
for insurance in this country.”

Although Mr. Lalley had said
earlier that he doesn’t see any in-
creased willingness by insurers to
provide “fronting” arrangements
for corporations having a high self-
insured retention (SIR) but no
captive insurance company, he said
insurers would “certainly, absolu-
tely” be willing to write excess
coverage over self-insured pro-
grams if the Culver bill were to
pass.

U.S. reinsurance markets should
soon be feeling the impact of an
inflow of European money into the
country, Mr. Lalley noted. |

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

if you’re serious about
accurately projecting your
company'’s risk-and reducing
cost-come to James.

Wewrote the book!

S AR AL e S
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The James Bottom Line
Approach. It's the original and
by far the most accurate and
comprehensive method of
scientifically forecasting com-

panies future risk potential. And
of determining the most efficient

and economical way of “cover-
ing’' that risk.

‘The James Bottom Line
Approach was created by Dr. Tom

Allen, one of the country’s fore-
most risk specialists. The

statistical procedures pioneered
by Dr. Allen form the basis for alfl
modern guantitative approaches

to risk analysis.
Available throughout the

country. All of Dr. Allen’s in-depth

knowledge and experience are

builtinto The James Bottom Ling

Approach. And The James
Bottom Line Approach is avail-
able to you—throughout the
country. We have a Bottom Line
team of professionals in every
region of the U.S. —plus experts
in corporate finance, statistics,
actuarial science, econometrics,
mathematics, and operations
research, all of whom have Ph.D's
or Master's Degrees in their
specialties.

The James Bottom Line
regional team will go right to your
company and work directly with
you to give you a clear, concise
picture of your company's risk

exposure. Along with all the
information you need to select
the best method of protection for
your unigue circumstances.

Comprehensive risk evaluation.
First, you will get a quantitative
analysis of your company’s
pattern of losses. Second, various
protection plans will be pre-
sented to you. Finally, you will
get a bottom-line cost comparison
for handling the program—

whether it's Guaranteed Cost,
Standard Retro, Self-Insurance,
Cash Flow or Captive. And, of
course, Jamesiis fully prepared
to implement any one of these
programs.

If the cost of your current
methoc of covering risk is sub-
stantial, the chances are you will
benefit greatly by discussing your
situation with us. Contact any of
the more than 50 James offices
for furttier information. Or, write
directly to Dr. Tom Allen, Fred. S.
James & Co., Inc., 55 Water
Street, New York, N.Y. 10041.

James

FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858
Insurance and Risk Management Services

Through More Than 100 Oftices Around The World.
“Service-in-Depth”
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N.J. bank wins lawsuit; insurer
pay $1.75 million

ordered to

PARAMUS, N.J.—The Fidelity
8& Deposit Co. of Maryland was
ordered this month to pay a $1.75
million award, plus interest, to
a Paramus, N.J., bank for losses
on illegal loans approved by two
bank officials more than 10 years
ago.

The decision by U.S. District
Court Judge Lawrence Whipple,
requiring that the Midland Bank
& Trust Co. be reimbursed for its
losses, ended a dispute between
the bank and the underwriter
which dated back to 1969.

Midland Bank & Trust Co. had
made loans totalling $2.4 million
to several Greek shipping firms
duririg 1966 and 1967. The loans
were approved by bank president
John Pensec and Peter Moraites,

bank counsel for admiralty law
and a member of its board of
directors.

When the borrowers defaulted
on the loans, it was learned that
Pensec and Moraites, a former
speaker of the New Jersey as-
sembly, made the loans for more
than the authorized amounts, did
not receive proper documentation
from the shipping firms and mis-
represented loan information to
bank . directors and regulatory
agencies, said Thomas E. Stag-
nitti, current president and chief
executive officer of Midland.

Moraites and Pensec were in-
dicted in 1970 for concealment of
the unsecured loans. Pensec was
convicted in a jury trial and
Moraites pleaded guilty to the

charges. Both were sentenced to
16 months in prison.

Midland Bank & Trust filed a
claim on Dec. 30, 1969, seeking
reimbursement for employe-
caused losses under its bankers
blanket bond policy which was
written by Fidelity & Deposit.
The bond provided for $750,000
in primary coverage and $1 mil-
lion in excess coverage, Mr. Stag-
nitti said. )

However, Fidelity & Deposit
denied the claim, saying that the
loss was not covered by the pol-
icy since Moraites, as a bank di-
rector, was not an employe.

The bank argued, and the court
concurred, that Moraites’s status
as bank counsel for admiralty
law made him a bank agent and,

therefore, an employe.

Mr. Stagnitti explained that a
decision in the case was delayed
by an extensive series of deposi-
tions, pretrial motions and pre-

. trial hearings.

Attorneys for Fidelity & De-
posit were unavailable for com-
ment on why the company fought
the claim or whether it will ap-
peal the court ruling.

Since the incident, Midland
has withdrawn from making ship
loans, Mr. Stagnitti said, adding
that there have been no occur-
rences of employe fraud since or
prior to the case.

Midland Bank & Trust Co. cur-
rently has its blanket bond pol-
icy underwritten by Continental
Insurance Co. Although he would
not reveal the policy limits, Mr.
Stagnitti said they were con-
siderably higher than for the
Fidelity & Deposit policy. The pre-
mium for the new policy was only
slightly higher than the previously

held coverage, he added. =

The ROYAL
approach.

It amounts to more

than merely offering you

acomplete line of

boiler and machinery.

We help you locate these
risks in your community, in
many places you may have

overlooked.

Our nationwide offices
provide professional risk
analysis and superior
engineering guidance, to help
you write, service and
customize coverage precisely
to your customers’ needs.

Royal-Globe offers you an
unusual opportunity to
improve the quality and
profitability of your business.

Ask some of the
independent agencies who
have been with us for over a

century. Or our newer ones.

Or call Frank Romano,
Boiler and Machinery Dept.,
Royal-Globe Insurance
Companies, 150 William
Street, New York, N.Y. 10038.
(212) 732-8400.

Royal-Globe Insurance Companies, for unrivaled service here and abroad.

lllinois work
comp refunds
in dispute

CHICAGO—Illinois employers
may not get $25 million in re-
funds on their workers' compen-
sation premiums after all.

The Insurance Services Office
is challenging the authority of the
state insurance director to order
the funds, which was based on a
hearing officer’s finding that com-
panies have charged too much for
administrative expenses.

ISO is also contesting the size
of the 7.6% reduction in premi-
ums ordered for new policies by
insurance director Richard Mathias.

Mr. Mathias ordered the pre-
mium reductions and refunds last
summer after insurance authority
Spencer Kimball found that com-
panies incorrectly increased the
amount of premium allocated to
administrative expenses when
instituting an 889% rate hike to
pay for expanded benefits.

That hearing by the Illinois
department was ordered after a
group of contractors filed suit in
state court alleging the rate in-
creases were excessive. Mr. Kim-
ball found that the inereases due to
expanded benefits were ordered by
the legislature were justified.

Joseph Kieg, a Chicago attor-
ney representing ISO, said the
companies believe a 68% reduc-
tion—not a 7.6% reduction—is
justified under Mr. Kimball's
findings. The difference, he
noted, amounts to $4.5 million a
year in premiums.

Robert Gosrow, chief actuary
for the Illinois department, said
it was possible that the dispute
between the department and ISO
on the size of the reduction will
be resolved by the end of Octo-
ber.

At the moment, ISO companies
have appealed the director's rate
reduction order in state court.
However, an agreement between
ISO and the insurance depart-
meént on the size of the reduction
might eliminate the appeal.

ISO companies are willing to
give refunds for the companies
that filed the original suit, Mr.
Kieg said, once the size of the
reduction is determined. How-
ever, the companies intend to
pursue their contention that re-
funds may not be ordered for all
companies in court, he said. [ ]

Society to speak

for administrators

WASHINGTON—A new profes-
sional society will represent the in-
terests of professional benefit plan
administrators,

The Society of Professional Bene-
fit Administrators named Steven
E. Schanes, the first director of the
Pension Benefit Guaranty Corp., as
executive director. The society now
has about 50 members.

The society will represent the
administrators’ interests before
government agencies considering
ERISA, national health insurance
and the multiple employer trust
problem.

The group will also work to ob-
tain errors and omissions coverage
and develop an industry code of
ethics.

Membership fees, which de-
pend on billings, range from $250
to $2,000 a year. Associate mem-
berships are available for $200.

A newsletter and information ex-
change are planned. Further infor-
mation may be obtained from the
society’s Washington office at 451
New Jersey Ave. SE, Washington,
D.C. 20003, telephone 202-543-
6365. E
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ADT offers

discounts

on smoke detectors

NEW YORK—The recognition
that employe safety is not “just a
nine-to-five consideration” has
prompted ADT to begin marketing
its smoke detectors to corporations
and government agencies for resale
to their employes.

ADT plans to sell the detectors
at a discount to risk managers and
security directors of most of the
Fortune 500 companies, said ADT
spokesman Edward L. Hansen,

The emphasis on home as well as
work safety occurred as ADT
acquired Flectro Signal Lab, a
manufacturer of home smoke de-
tectors. ADT previously manu-
factured and marketed its detectors
only to commercial -customers,

ADT's expansion into a home fire

Panel adds
exceptions
to retirement

By JERRY GEISEL

WASHINGTON—A Senate pan-
el has approved legislation pro-
hibiting mandatory retirement be-
fore age 70, but only after adopt-
ing several key exceptions.

Under intense pressure from uni-
versities and school boards, the
Senate Human Resources Commit-
tee voted 8 to 5 to exempt college
professors and public school teach-
ers from the legislation. They still
could be required to retire at 65.

In addition, the committee agreed
to exempt executives between 65
and 70 who would have an annual
private pension of more than $20,-
000 upon retirement.

The measure, (S.1784) which
was approved on a voice vote,
would go into effect Jan. 1, 1979,
but current collective bargaining
agreements that set the retirement
age at 65 would not have to be re-
vised to comply with the legisla-
tion until Jan. 1, 1980.

The House already has passed a

similar bill (H.R. 5383). That mea-
sure, however, only calls for a six-
month phase-in period. In addition,
it does not exempt teachers or
highly paid business executives.
- The House version would ban
any mandatory retirement of fed-
eral workers, who now must leave
government service at age 70. The
Senate bill would leave the law re-
garding federal employes as it is.

Both bills, however, would ex-
empt workers in some fields such
as air-traffic controllers, where age
is considered a vital factor affect-
ing a worker’s ability.

The administration approves rais-
ing the mandatory retirement age,
though President Carter is said to
favor at least a one-year phase-in

“ period.

A Senate vote on the proposal
probably won’t be until early next
year. After the Senate approves
the measure, which is considered
likely, the differences that have
emerged in the House and Senate
versions of -the legislation would
have to be resolved in a joint con-
ference committee. =

New firms

Four firms have been accepted
for membership in the Texas Sur-
plus Lines Assn. They are Ordway-
Saunders Co. of Amarillo, Tex.;
Professional Liability Agency Inc.
of Houston; Specialty Insurance
Managers Inc. of Austin and Spe-
cialty Underwriters of Texas Inc.
of Houston.

safety program recognizes “a more
inclusive view of safety—that home
safely is part of the corporate so-
cial responsibility,” Mr. Hansen
said.

Although the program is “just
getting off the ground,” there’s
been a “lot of interest” in the pro-
gram, he added,

The program’s introduction comes
at a time when home fires are
causing more per capita deaths in
the U.S. than in any industrialized
nation,” according to U. J. Brualdi,
ADT director of product market-
ing.

Mr. Brualdi said “many of the
12,000 fire deaths that occur in this
country each year probably could
have been prevented by the pres-

ence in the home of a reliable -elec-
tronic smoke detector.”

The Safewatch unit, the photo-
electric detectors that ADT is mar-
keting for homes, best responds to
the typical smokey conditions of
home fires, Mr. Brualdi said, add-
ing that most fire deaths occur from
smoke and toxic gases rather than
flame and heat.

The Safewatch wunit retails at
$39.95 but will be sold to private
industry and government for $25
to $30, who must buy a minimum of
100 units.

Included in the home fire safety
program are the detector itself,
posters that warn of fire problems
in the home and memos to em-
ployes about the program and the
importance of home fire safety. It
also includes envelope stuffers and
order blanks for inclusion with em-
ploye pay checks.

A 12-minute sound and slide
presentation on home fire safety, a
newsletter and pictures are also
available. ) ]

Kentucky to probe

FRANKFORT, Ky.—The state
decided to find out why restaurants
are in the same fire insurance rat-
ing category as other retail stores
despite the higher risk their cooking
and other equipment poses.

The action was prompted by a
letter from Hulin Bundy of the
Hayes, Foster & Utley Insurance
Agency in Louisville, who pointed
out that the huge loss in the Bever-
ly Hills Supper Club tragedy would
affect future premiums of drug,
hardware and dry goods stores be-
cause they are in the same premi-
um and loss classification.

Insurance commissioner Harold
McGuffey presenied the issue to
the Kentucky Insurance Regulatory
Board, which voted to ask the In-
surance Services Office for an ex-

restaurant fire rates

planation.

Mr. Bundy said restaurants his-
torically have been such poor fire
insurance risks that many compa-

nies refuse to write any coverage

on them, even when the premises
are equipped with automatic fire-
extinguishing systems.

“Obviously, the Beverly Hills
fire has ruined the FAIR plan (for
high-risk business), but that fire
has also ruined the loss experience
for every store in the state” Mr.
Bundy said.

The loss experience of an insurer
determines rates when policies are
renewed if they are renewed.

The bcard also asked the in-
surers’ group to submit a list of
rates, benefits and explanations for
20 industry and business groups. m

‘Gain 6 additional trading hours daily:

Wells Fargo presents an advanced securities processing system.
It’s the only bank clearing securities on both East and West Coasts. Our complete
Securities System can tell you where you stand today, today! And give you more time
and opportunities to invest otherwise idle funds.

Imagine-you start trading on
the East Coast at 8 am. EDT, and
after a full eleven-hour trading
day ends in California at 4 p.m.
PDT, you know what your posi-
tion-cash and securities—will be.

Thanks to Wells Fargo's two-
coast securities clearance capability,
you gain flexibility and control.
With more time and more
“operating room,’ you get more
opportunities to invest and work
your balances, thereby improving
cash management.

A centralized system instead of
a frapmented one.

Wells Fargo offers a total
system—clearance, settlement and
custody. No more chasing around
for information or delayed deliver-
ies. No need to worry about a place
to store securities. One source
offers you the full range of process-
ing and control cap:ﬁailities. You
constantly get accurate execution.

Control you can't get
anywhere else.

Instead of trying to control
cash and securities in several
banks, do it in one. With us, you
keep a firm rein on all your horses
while allowing them room to run.
You'll get the most advanced
system available, a significant time-

difference advantage, a chance to
improve productivity and lower
operating costs.

Quality service at a
competitive price.

If your bank is often unable
to settle transactions where and
when you want, and you're reluc-
tant to sell or buy for same-day
settlement, our System is some-
thing you ought to know more
about. It’s among the most sophis-
ticated operations available.
We'd like to tell you all about it.
Please call Dick Egiin at (415)
396-2977.

Securities Processing System

San Francisco - Los Angeles « New York
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around the

states

Colorado court d

DENVER—The Colorado Court
of Appeals has ruled that a sur-
geon’s failure to remove a sponge
from inside a patient is, by defini-
tion, negligent. The decision sets a
precedent for Colorado and means
a physician has the burden of over-
coming the presumption of negli-
gence in such cases. The defendant
may establish by a preponderance
of evidence that he wasn’t negli-
gent to overcome a plaintiff's claim
againsgt him.

No coverage

JUNEAU—State attorney gen-
eral Avrum Gross of Alaska has
sued 40 doctors who are practicing

medicine without purchasing man-
datory liability insurance. The doc-
tors who are named in the suit rep-
resent about 10% of all physicians
in the state.

Delaware HMO

DOVER—Blue Cross and Blue
Shield of Delaware, along with the
DuPont Co., are investigating
whether New Castle County needs

a health maintenance organization.

A federally funded study by the
Delaware Institute of Hematology
concluded last year that a HMO
was not feasible for the county. But
a later survey recommendsd that
DuPont, the county’s largest em-

ployer, consider setting up a HMO.

Pregnancy

COLUMEUS—The Ohio House
is considerirg legislation that would
require employers to help pay
medical costs for pregnancies of
many of their workers. A coalition
of labor unions and political or-
ganizations has been formed fo seek
passage of the controversial mea-
sure this fall.

Insurance coverage

DENVER—The state may take
into account a person's insurance
coverage in determining his ability

efines medical fault

to pay for hospitalization in a state
institution, the Colorado Supreme
Court ruled.

In a 4-3 decision, the high court
upheld a ruling by the Colorado
Court of Appeals which had been
appealed by Marvin Schleiger,

The case arose when Schleigers’
daughter, Pamela, was hospitalized
at the Colorado State Hospital in
Pueblo. The hospitalization was
covered under a group insurance
policy held by Mrs. Schleiger
through her employer.

The state hospital determined the
actual costs of the hospitalization
were $5,240 but that if the Schlei-
gers had been uninsured, they
would have been liable under rules

THE BIGGER
THE PROBLEM|
the more you
need us

TR

At Talbot Bird we think marine insurance is a personal business. Here you deal with
people, not policies; experts in Ocean and Inland Marine coverage who are among the top

professionals in the business.

They have the knowledge, experience and capability to

prove it. So when problems loom large borrow a little of our talented marine help.

Talbot, Bird & Co., Inc.

Marine underwriters and Mcnagers
156 William Street, New York, N.Y. 10038
Chicago ® San Francisco ® Los Angeles ® Seattle
Tampa ® Boston ® Dallas ® Richmond ® Vancouver

that say charges for care are based
on the patient’s ability to pay, the
court said.

Pregnancy benefits

AUGUSTA—The Maine attor-
ney general's office is dropping
lawsuits against schools that have
refused to treat pregnancy as a
temporary disability.

Meanwhile the Maine Human
Rights Commission is asking the
attorney general to continue one of
the 23 such cases already in court
and take it to the state supreme
court as a test of the law.

The Maine Teachers Assn. is
considering suing the Human
Rights Commission over its inter-
pretation of the state’s human rights
law. The teachers want pregnancy
to be treated as any other disability.
To treat it otherwise would be sex
discrimination, the reasoning went,
because only women can get preg-
nant.

The court cases involve schools
that do not allow teachers to use
accumulated sick leave when they
are out because of pregnancy.

Work comp

BATON ROUGE—Employers in
Louisiana probably will have to pay
$15 million more a year in work-
ers’ compensation insurance premi-
ums, but it will mean a $40 weekly
increase in maximum benefits to
injured workers.

John W. Dingman, director of
the Southern Compensation Rating
Bureau, which handles the placing
of workers’ compensation policies
with insurance companies, said he
would ask the state insurance rat-
ing cominission for a 15% increase
in workers' compensation premi-
ums, i
He said the increase is needed
because those drawing workers'
compensation for work-related in-
juries will find their benefits jump-
ing from the present maximum of
$95 a week to a maximum of $135
a week.

“This is part of a law passed by
the 1975 state legislature,”” Mr.
Dingman said, “mandating that the
maximum weekly benefits would
be 6634 percent of the average
weekily wage in the state. The Lou-
isiana State Department of Em-
ployment Security has figured that
average weekly wage rate at
$202.60, so two-thirds of that is
$135 a week.”

Overpayments
CHARLESTON, W. Va—The
state Workmen'’s Compensation

Fund has overpaid claims amount-
ing to approximately $800,000, ac-
cording to the chairman of a legis-
lative committee which is looking
into the fund’s troubles.

About half of the estimate can
be documented, said Del Larry
Wiedebusch, D-Marshall. The re-
mainder is based on an evaluation
of the fund’s operations.

According to Mr. Wiedebusch,
efforts are being made by the
Workmen’s Compensation Depart-
ment to collect the overpayments. m

Product liability

awards to rise?

NEW YORK—Product liability
awards in Europe and Japan will
continue to escalate, eventually
reaching levels in the U.S., pre-
dicts Frank A. Orban of The Re-
search Group Inc. in Charlottes-
ville, Va.

Mr. Orban, executive director of
TRG 1International, a Research
Group unit, pointed to a recent
$225,000 award in Great Britain as
the forerunner of future develop-
ments.

The Common Market is likely
to enact directives by 1979 which
will introduce strict liability. { ]
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Fire protection art: Number 2

The Bettmann Archive

The fine art of fire protection

hadn’t progressed to where disastrous fires were prevented

before they happened in 1858. Otherwise, New Yark’s Crystal /
Palace might still be standing. :

The fine art of fire protection as practized by Protection
Mutual just might keep your company from joinir.g the Crystal
Palace.

Try us. Let our people work with your people to nake sure
you won’t have a fire. Then, let us desigr: your insurance
coverage to be the very best available. Anywhere. Just in cese.

That’s Protection Mutual : Where the fine art cf fire
protection is a science.

The Protection Mutual Fire Art Series

has been reproduced in 11" x 14” size cn high

quality paper stock suitable for framing. For your
personal copy of Print Number 2, write our

Mr. Paul E. Ray, Chairman of the Board and President.

PROTECTION MUTUAL
Insurance Company

302 South Northwest Highway, Park Ridge, Illinois 60068
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Self-insurance, computer
claim system saves bank

$500,000, speeds work

By David V. Chandler, vp

Security Pacific National Bank
Los Angeles

N JANUARY 1976, Security Pacific

National Bank shifted to self-insurance
(or more accurately self-funding) for its
employe medical and dental plans. It was
not our first experience with the self-
insurance concept at the bank; we have
seli-funded owur 5 -
short-term disability
and pension plans @
for a number of
years now. 5

It was, however
a large self-insur-
ance program to be
undertaken by the
bank. Some 20,000
employes would be *
covered; with dependents

considered,
some 75,000 claims would be handled each
year.

This was not a decision we made lightly.
We first studied the pros and cons in con-

siderable detail. The pros were quite
straightforward. There is a substantial sav-
ings possible with self-insurance. By elimi-
nating the overhead, profif and commissions
that go into an insurance company’s premi-
ums, a company should be able to pay all
claims at a lower out-of-pocket cost than the
premiums it would otherwise pay.

The cons to self-insurance were more
complex to analyze and for us proved to
be overrated. These cons were articulately
presented by the insurance companies and
generally fall into the categories of risk, tax
uncertainty, legal exposure, initial costs and
claims administration difficulties.

Risk, while wvery carefully studied, was
not really a factor with the bank, due to
our size and the actuarial predictability of the
medical claims for the 20,000 employes
involved. 1 personally believe that risk is
a most important consideration for small
companies with limited cash flow or ability
to financially back the plan in the event
of unpredicted claims, Really, there are no
cost penalties. If an insured company has an
unpredictably high incidence of claims, after

all, its premiums are sure to go up the next
year.

The tax uncertainties resulted primarily
from the questions about taxes on payments
or “premiums” paid to our fund and the
taxability of investment income. First, we
determined income from trust funds may be
tax exempt and, since the Tax Reform Act
of 1969, there has been no limitation on
this exemption (through the use of an IRS
code 501(c)(9) trust). Second, section
514 of ERISA in effect exempts self-in-
sured plans from the taxes and regulations
imposed by the states on insurance premiums.

We elected to fund the plan using a
501(c)(9) trust because we saw significant
advantages. We obtained a return of re-
serves from the insurance company for
claims incurred but not yet reported. This
amounted to approximately $1.5 million
transferred directly into the 'trust, where it
earned tax-free income which remained in
the trust to pay benefits. The question re-
mained, however, how large should or
could the trust be, given our objective of suf-
ficient funding fo protect both participants
and management.

Obviously, the IRS would interpret too
large a trust as tax avoidance, but tfaere
were no specific guidelines stating wthat
constituted “too large” a trust. We finally
decided on an amount equivalent to three
to five months’ liabilities, which we regard-
ed as both reasonable and prudent.

We considered the risk of legal exposure
at some length. Our investigations convinced
us that the risk was directly related to the
philosophy of payment. Our philosophy has
always been to pay a claim unless 'it was
clearly excluded by the plan and to apply
the same criteria to everyone—clerks, as
well as vice presidents.

Of course, implementing this philosophy
required a competent plan administration.
Hence, we established a formal appeals
structure. Any plan participant may appeal
first to the claims supervisor, then to the
head of the employe benefit program and
finally to the benefit review committee. This
structure minimizes the risk of an errone-
ous or capricious decision and is in complete
compliance with ERISA.

‘We also took steps to ensure that the plan

SOCIAL SECLRITY NUMBER EPLOYEE FIRST NVE

was clear and unambiguous.
We accomplishad this by
writing the plen document
in simple English. The oro-
visions were essentially the
same as before, but now
everycne could read and un-
derstand them.

Ore of the most telling arguments the
insurance companies advance against self-
insurance is the complexiry of claims admin-
istration. Insurers assert that their admini-
stration of claims is likely to cost less by
virtue of trzined, experienced staff organized
for the job. We had tested this assertion
scme years before and decided to administer
medical claims ourselves. Even though we
administered claims manually, we found fthat
our costs were less than those charged by
the insurance company—and we could pro-
vide maore personal service.

We decided, however, to analyze all the
claims administiation options availabie to
us under a self-insured plan. We considered
an adminisfrative service contract with ‘an
insurance company, a third-party admini-
strator and a self-administered. automated
system. And we compared the costs of each
with our current costs “(self-administered
medical claims and insurance company-ad-
ministered dental and COB claims). The
resulis at the time of the study were:

........

Claims personnel simply en-
ter information at a computer
terminal and verify the infor-
mation on the video display
terminal. A typical display is
shown below.

PRYMENT INFORMAT 10N

RELATIONSHIP

...........

Current AS.C.
Casts Costs
$470,000 $392,000
Third-Party SDC Automated
Costs System Costs
$304,000 $255,000

While there was a significant cost advan-
tage in using an automated system, other
ousiress priorities prohibited spending the
:ime and money to internally develop such
3 system. Instead, we decided to use the
SDC Claims Administration System, a fully
jeveloped system offered by System De-
velcpment Corp. of Santa Monica, Calif. As
we operated the system on an SDC com-
puter rather than a bank computer, we
avoided the heavy investment of develop-
ng our cwn computer system, as well as the
Jiff culties of maintaining the computer, our
computer Ziles and the programs.

Continued on following page

ERISA’s dual jurisdiction pain is too much to bear

By Kenneth Keene, FSA

Senior vo and director
Johnson & Higgins
New York

ANY THINGS, as we all know from

our personal and professional lives,
spring out of compromise. In most cases, the
compromises are successful ones, sufficiently
satisfactory for all concerned.

In the employe benefit field, however, one
compromise sticks out
like a sore thumb—
a compromise leaving
a negative satisfaction
quotient for its two
component parts and
for the hordes of peo-
ple it affects. This is
the dual administra-
tion of ERISA by the
Department of Labor
and the Department of Treasury (IRS).

The primary intent of the 93rd Congress
in passing ERISA was to ensure greater
benefit security for the 30 million workers
covered by 600,000 corporate pension plans,
But, alas,-it seems that neither Congress nor

the two Senate and the two House commit-
tees involved in the passage of the law were
able to cut the Gordian Knot and decide
upon a single agency to administer the act.
The result—an unwieldy, inefficient setup
intended to handle a thicket of very complex
law.

Since the birth of ERISA three years ago,
recurring problems generated by dual ad-
ministration have plagued plan sponsors,
administrators, consultants, accountants, ac-
tuaries and others. For example, there were
delays in announcing the procedures to be
followed in completing the annual repont
(Form 5500), the EBS-1 and the summary
annual report. Announcement dates for re-
leasing regulations became postponement
dates instead, due to delays in processing
and lack of agreement by the Department of
Labor (DOL) and IRS.

The annual report (Form 5500) has been
a particularly’ nightmarish experience for
plan administrators. In fact, until recently the
DOL and IRS had separate deadline dates
for filing Form 5500 for 1976, Last May,
the TRS allowed for an extension; the DOL
did not. Apparently, though, this two-date
systemn proved even more confusing to plan
administrators. The DOL reversed its de-

cision, allowing an extension, provided one
was granted by the IRS! Copies going to each
agency, in combination with a multiplicity of
plans, have generated enormous amounts of
paperwork and considerable confusion.

Form 5500 is just one example of dupli-
cation of material for ccmpliance purpcses.
Many of the separate forms which have to
be filed for the DOL, IRS and even PBGC
centain much the same information. Thz re-
sult of completing and filing all these sepa-
rate forms with s much cuplicative mazerial
is a waste of time and space for retent:on,
affecting bcth the plan administrators and

“the federal agencies that receive them.

The quicksand of dual jurisdiction has
also buried any hopes for regulatory effi-
ciency in the granting of 2xemptions in pro-
hibited transactions. This ultimately atfects
the $200 billier: in private pension fund as-
sets. Out of 800 requests, less than 400 were
processed by Sept. 2, 1977-—the third anni-
versary of ERISA. The delay is partly be-
cause tha IRS ard the DOL could not agree
on what standards and procedures <o apply to
the reguests for exemption.

Duplicatizn of reporting requirements is
one type of duality. Another type is the

duplication of staff at the two agencies,
whica is surely misuse of personnel that
could be better utilized in a streamlined
operatior.

Apparertly, others concur that dual ad-
ministration has caused awkward and un-
acceptable problems, Various congressmen,
industry leaders and ex-government officials
have spoken out against it and two bills that
would alleviate the problems were intro-
ducad in the last session of Congress.

Here are three alternate solutions to the
dual jurisdiction impasse:

e Plzce entire administration with either
:he IRS or the DOL.

o Clearly delineate non-overlapping re-
sponsibilitizs between the IRS and the DOL.

e Creatz a new single agency to adminis-
zer ERISA,

The firsc alternative was proposed earlier
:his yezr by the Labor Department’s Ad-
visory Council on Employe Welfare and
Pension Benefit Plans. The council recom-
mended that the DOL be given all authority
lor the interpretation, administration and
enforcement of ERISA. This would exclude
cases whidh are concerned with federal
taxadon, which would remain with the IRS,

Continued on following page
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PERSPECTIVE

A national health plan:
What will it really mean?

By Peter Downes
M-.nager of Insurance

American Trading & Production Corp.
Baltimore, Md.

OME TIME AGO I quoted a remark

by Harry Wey, President of the Na-
tional Assn. of Insurance Brokers, to the
effect that the advent of a National
Health Insurance Plan might create the
biggest bureaucracy of them all. Having
had my fill of bureaucrats lately, I viewed
the prospects with loathing. And then I
got to wondering how the National Health
Services in Britain are faring. Are they
afflicted with a mindless bureaucracy
which takes no account of pain and suf-
fering and {treats people as ciphers?
They are, brethren, they are! What is
more apparent, however, is a problem
which also seems to be looming on the
American health care horizon.

I well remember the introduction of
the National Health Program in Britain
and indeed was glad to be .able to benefit
from it at the time. Medical visits to the
doctor were no problem, teeth were regu-
larly attended to, our first child was born
in University College Hospital in London
and had the very best attention and when
the child became seriously ill a year or
so later nothing was spared to enhance
her recovery. I recall talking to an elder-
ly general practitioner in my home town
around the time the plan was introduced.
He welcomed it and thought that public
health standards would rise because there
would be no fear of economic conse-
quences. Perhaps he was recalling the De-
pression years and the bills he never col-
lected. And I recall also the earnest young
men and women studying for the diploma
examination administered by the Chart-
ered Insurance Institute, who hoped for
a long and useful career in the public
service.

There were some dissentient ‘voices but
they seemed to be relics of another age
for whom social position and wealth
were the governing factors in the provi-
sion of health care. For them it was
enough that the indigent could depend on
charity. If there were arguments that
looked to the future and the problems
which would arise, then we failed to hear
them.

A copy of the London Daily Telegraph
recently came my way and it reported a
story that has some bearing on the sub-
ject. The incident was reminiscent of the
sit-ins and love-ins that plagued Ameri-
can social life a few years ago. Mrs.
Rita Ward, however, conducted a “lie-in.”
This 36-year-old woman suffered from

ERISA...

Continued from preceding page
In favor of this alternative is James Hutch-
inson, formerly head of the DOL's Pension
and Welfare Benefits Program.

The second alternative is the subject of
Senate Bill 901 introduced last March by
Sen. Lloyd Bentsen. 8. 901, which was ap-
proved by the Senate Finance Committee
on Aug. 5 and which now goes before the
Human Resources Committee, would divide
ERISA administrative responsibilities be-
tween the DOL and IRS. The bill places
fiduciary enforcement, including prohibited
transactions, within the DOL’s jurisdiction.
Participation, vesting and funding matters
would rest with the IRS. A single annual
report would be filed with one agency,
a move already taken by the two depart-
ments—1977 annual reports need only be
filed with the IRS.

The third alternative has been proposed
by three of the architects of ERISA., Reps.

John Dent and John Erlenborn introduced
TR A24N0 lacd WMlarvdsy Thic Rill sira1ild actabl

gallstones and according to this account
became afflicted with constant pain some
18 months previously and had been wait-
ing for an operation throughout that
period. On being informed by the bureauc-
racy that it might well be another 12
months before the operation could be.per-
formed, Mrs. Ward took matters into ter
own hands. Early one morning she went
to the Northhampton General Hospital,
undressed, got into an empty bed and
announced her intention of staving there
until the operation had been performed.

‘This, of course, is just an isolated case
that has made the headlines but as such
represents the very tip of the iceberg.
From personal contacts and in a multi-
plicity of publications one learns of wide-
spread dissatisfaction with the National
Health Services. TFacilities are inade-
quate and often cutmoded and there is
just not the economic wherewithal to pro-
vide unlimited health care. Nevertheless,
the Health Services do provide for emer-
gencies which may be fatal if left unat-
tended, but the mere existence of excru-
ciating pain is not an emergency and thus
people like Mrs. Ward must wait their
turn, however many years hence that
might be.

The bureaucrats, of course, were livid
about the whole thing. Indeed, so far as
they are concerned there are no problems
until people like Mrs. Ward create them.

— Speaking Out —

There are a host of regulations which
deal with every conceivable kind of situa-
tion and if public cpinion demands tha: re-
sources be distributed in a different manner,
then this becomes a political matter and not
an administrative one.

It was my thought that this incident
foreshadowed things to come in the
United States. Already there are econo-
mists and physicians who constantly pro-
claim that the dollars available for
health needs are not limitless and in-
deed this is self-evident. Of course, it has
always been true to say that the avail-
ability of money has tended to govern
the level of health care in the United
States for any individual. The wealtay
can purchase the very best of services
while Blue Cross and Medicare patients
make do with what they can get. In
Britain, where economic resources are
strictly limited, they do not actually
practice triage at this time but thay
seem dangerously close to doing so.

Similar choices seem to be in the offing
on the American scene. For instance, a
political decision was made effective July
1, 1973, that each person in the Unitad

lish a single agency to administer ERISA—
the Employe Benefit Administration (EBA),
which would be assigned to a federal de-
partment or agency chosen by the President.
EBA would establish a three-member board
of directors comprised of the Secretaries of
Labor and Treasury and a Presidential ap-
pointee. This board would choose one of its
members to serve as its head.

In a speech to the Senate on Aug. 3,
Sen. Jacob Javits proposed several ERISA
amendments—one of which is to consolidate
ERISA administration into a single agency.
The senator stated that ‘“‘dual jurisdiction
has interfered with the effective administra-
tion and enforcement of ERISA.” He pro-
poses that a Pension Security Administra-
tion (PSA) be set up, to become operational
Jan. 1, 1980. PSA would be directed by a
five-member board appointed by the Presi-
dent. It would take over all DOL and
PBGC functions. A panel would be estab-
lished to determine which IRS functions
would be included, although Sen. Javits
thinks at least qualification, minimum stand-
ards and determination of contributions
“hainld Rhonnrmon o mward ~f DA dadioc

States suffering from terminal renal fail-
ure and who was in need of an artificial
kidney or transplant would be provided
with free medical treatment.. In 1973 it
was estimated that some 9,000 people
were dying from the disease and that if
the program was introduced the cost
would run to $1 billion and would serve
50,000 persons by 1985. In actual fact,
the program cost over $1 billion in 1976
and it is estimated that the cost will rise
to $3 billion by the late 1980s. By that
time it is expected that 50,000 patients
will indeed be undergoing treatment and
that the program will be stabilized ex-
cept in terms of cost.

Bearing. in mind that economic resources
are limited, what is the marginal util-
ity of spending $3 billion annually on
kidney dialysis? May it not be argued
that it would be more beneficial to the
greater number to spend an average of
$100 each on 30 million pecple or $1,000
each for three million? Of course, if there
were unlimited funds to spend there
would be no problem but here we have
already a case where funds are limited
and the difference between life and
death can be measured solely in terms
of hard cash. And this will not be the last
of such cases but merely the {first of
many. For example, it has been said
that in not more than 20 years from now
artificial heartss will be available and
that the initial cost of supplying them will
be $20 billion a year based on present
values. Can a National Health Insurance
Plan afford such an item?

It is doubtless true to say that the na-
tion does have a moral commitment to
continue treatment where it is already
being provided. However, when it gets
to the point that there is a limited supply
of funds and no practicable way of rais-
ing more, who is going to make the de-
cision to curtail a program or not intro-
duce it at all? Such restriction or curtail-
ment will then be tantamount to saying
“if they cannot afford to pay, let them
die.” Can you envisage a Congressman,
searching for votes in the present political
climate, explaining to his constituents just
why he voted to “murder” people?

Until now such decisions have been
made by default but the man in the street
deplores this “do-nothing” attitude and
looks to a National Health Plan from
which he expects great things. As we did
in England back in 1948 and regardless
of economic realities, he will expect the
plan to cope with everything .he may
encounter and he too will be dissatisfied
with the limitations which will be im-
posed upon him.

Crystal ball gazing is a hazardous
business, but I think our man in the
street will probably find that the cost of
a National Health Insurance Plan will
almost certainly rise annually in a geo-
metrical progression, that capital invest-
ments will tend to be few and far be-
tween, that existing facilities will tend to
deteriorate, that doctors will tend to be
no more than unionized employes of the
Health Service, that the quality of medi-
cal services will tend to lessen and that
medical research will be reduced. L]

The one-agency concept is supported by
two- former ERISA administrators, Steven
Schanes and William Chadwick, formerly of
the PBGC and the DOL Pension and Wel-
fare Benefits program, respectively.

The one-agency method seems to be the
best avenue both in solving today's problems
and as a necessary element in establishing
an overall federal policy covering employe
benefits. If neither element is satisfactorily
resolved and if an allocation of agency juris-
diction is attempted, the split will “set” and
become permanent.

Thus, for the long term, a single-agency
approach, whether EBA or PSA or some
broader agency, would probably prove the
most werkable and efficient.

Eris (not to be confused with ERISA),
for those believers in Greek mythology, may
be the goddess of discord who caused the
Trojan War, but it’s doubtful she ever in-
tended to go this far.

®
Kenneth Keene, Johnson & Higgins top ben-
efits specialist, will be a regular contributor
to Business Insurance. This is the first in a
periodic series of columns focusing on retire-
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SDC's Claims Administration System is an
automated, on-line, real-time system de-
signed specifically for administration of
health insurance claims. It consolidates all
claims adjusting functions into one work
station: an on-line terminal with a video
display.

We operate six of these terminals at our
offices linked via satellite to an IBM com-
puter at SDC. Using these terminals, our
claims adjusters have instant access to each
insured person’s complete up-to-date claims
file. They can enter charges and other claims
data, such as dates and diagnosis, into for-
mats displayed on the video screen.

_The computer at SDC edits and audits
this data using ocur plan rules, subtracts the
proper deductible amounts, calculates the
proper payment amounts, updates individual
history records and keeps a running tab of
various claims statistics. Upon command to
the computer, checks, letters and daily re-
ports are printed each morning for the pre-
vious day’s processing.

We had SDC modify certain programs to
meet our unigue plan and reporting require-
ments. We were determined, for example, to
generate only reports that gave data useful
for managing the plan. We saw no need for
the unnecessarily voluminous standard re-
ports we had been receiving from the insur-
ance company.

We knew that conversion to an automated
system would be a big step, but we could
see tremendous improvements in service, as
well as cost advantages. At the time, we
were sometimes three to four weeks behind
on our manual medical claims processing.

We also saw that we would be facing a
huge backlog of claims when the insurance
company turned over the unpaid claims
(and reserves). The automated system ap-
peared to be the best way to provide prompt
service to our employes.

To minimize conversion problems, we took
delivery of. the system in November 1975,
two months before we self-insured our plan.
First, we used the system for just the medi-
cal claims from the Los Angeles area. Then,
in steps, we added the medical claims from
the rest of the state, the dental and COB
claims. Finally, in April, we added our out-
of-state subsidiaries. At that point, we were
completely self-insured and self-admini-
stered.

Our operating results in the first year have
more than met our expectations. From a cost
standpoint, we saved more than $500,000—
the difference between the premiums and
operating expense we would have paid and
the claims and operating expense we actually
paid. Equally important, the program has
functioned smoothly. We experienced almost
none of the problems we had been wamed
of.

There have been no legal actions, for
example. Indeed, the benefit review com-
mittee has only heard two cases since we
became self-insured—even though employes
are encouraged to use this avenue. Nor have
there been the complex cases we had pre-
pared for. We had set up a contingency fund
for medical consultants to ewmluate such
cases. The incidence has been so rare that
our fees for these consultants in 1976 were
less than $1,000.

We also greatly improved service to our
employes. Today, our backlog of unpaid
claims is virtually non-existent. Now, we
can process a routine claim and have a check
in the employe’s hand within a week. This
is even true of the complex by-repont sur-
gery claims, since we have adopted a policy
of paying the employe 80% of such a claim
immediately and then further evaluating the
report quickly.

One advantage of self-insured status is
prompt attention to even the most complex
claim, so the employe does not have to wait
weeks or months. )

Along with this improved service to em-
ployes has come sharp reductions in claims
administration costs. Our staff has been re-
duced almest by half—from 19 to 12—even
though we added dental and COB claims
and we cover our subsidiaries, A recent cost
analysis revealed that our current claims ad-
ministration costs are within 5% of the costs
we had projected two years ago.

All in all, then, the pros of self-insurance
have proven to be pros, but the cons have
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“we . a y0u50!”

ive years ago, American Home/N ational Union predicted that

Director’s & Officer’s Liability Insurance would become the
most important part of a corporations insurance portfolio.

How right we were. |

And we were right, ten years ago, when we first became a
rarket for D&O. Most people had never even heard of it. Let alone
believed it would ever amount to much.

We believed. ' |

Orher insurers have come and gone as a market for D&O.
But American Home/National Union are still here. Writing more
D&O than anyone else. ,

We are far and away the leaders in the field. With every
intention of remaining so.

Because we offer the best contract. Backed up by a depth of

-~ experience and flexibility that can only come from a long

background in this field. Plus the capacity to manage even the largest
risk and the stability to be here when you need us.

We also know that to remain first in this business, we must
continue to keep agents and brokers up to date on all aspects
of D&O insurance. | | |

So we started our second decade of D&O seminars this
October. There will be one in your area soon.

~ Ifyou're interested in hearing more about D&QO insurance,

let us hear from you now. -

You can help us get our second decade off toa flying start.

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

— =
American Home Assurance Company |
National Union Fire Insurance
Companyof Pittsburgh, Pa.
Dept. A, 102 Maiden Lane, New York, N.Y. 10005

Please send me information about your D&O
Liability Insurance.

Name

Tidle s Phone

Company
Address

City _State __Zip

AN SR e
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Financial as well as insur-
ance considerations have led
some companies to form
wholly owned subsidiaries to
insure selected risks of the par-
ent corporation.

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

Under professional risk management, the re-
tention by a company of a portion of some risks
which might otherwise be covered by standard in-
surance policies has become increasingly common.
The ultimate extension of this self-insurance con-
cept is the creation of the insurance subsidiary—
the so-called “captive” insurance company.

While a captive may be formed by a group of
organizations facing similar hazards, most are
created by a single firm solely to provide itself and
its affiliates with selected kinds of insurance.
Usually a captive will retain the more predictable
portions of risks up to given limits, as well as risks
difficult to insure in commercial markets because
of cost or other factors. Furthermore, the relatively
high cost of insurance abroad may make overseas
operations well suited for captive handling. And a
growing number of captives also write outside risks
unrelated to the parent organization.

The principal advantage is that premiums may
belower. Moreover, a captive may earn income from
invested funds, including premiums and loss re-
serves, which otherwise would be held and invested

Captive

by an outside insurance company. Such funds may
be used to finance other overseas operations of the
parent company.

The importance of reinsurance

Since no captive is likely to have the resources
to underwrite any major risk in its entirety, re-
insurance is usually essential. In practice, most
captives retain the primary levels of the risks they
accept—for example, the first $100,000 per oc-
currence of a liability risk—with commercial ex-
cess insurance and reinsurance taking care of expo-
sures over those levels.

The availability of reinsurance to captives also
can be an important factor in reducing costs, since
reinsurance rates are typically lower than those of
primary insurers.

There are over 400 captives in existence today,

_nearly all founded in the last few years. Since a
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company should have extensive insurance needs to
contemplate a captive (one rule of thumb is a
minimum of $500,000 in annual premium
- volume), captives are usually formed by large com-
Ppanies, often with international operations.

‘When is a captive feasible?

But creating a captive is by no means auto-
matically indicated for any given company, no
matter how large. Under the direction of sophis-
ticated corporate risk management, an in-depth
feasibility study should precede any decision.
Among the factors involved are the capital and
surplus funds a captive would require; the choice
of risks it would underwrite; its maximum risk re-
tentions; and arrangements for obtaining reinsur-
ance and excess risk coverage.

A captive may also need to purchase a number
of outside management services, including loss

control, claims handling, accounting, risk analysis,
underwriting and administration. The cost of such
services should be carefully compared with antici-
pated initial premium savings and projected profits.

Finally, there are tax considerations. Bermuda
and other offshore locations have become popular
domiciles for captives, partially because of the
locally favorable tax treatment. However, U.S. tax
implications have yet to be resolved with respect
to the treatment of premiums paid to an offshore
captive for domestic risks or for the handling of
retained captive funds.

With all aspects of a proposed captive, legal
counsel and professional tax advice are essential.

Insurance brokers and agents, as well as insur-
ance companies, are often instrumental in the
creation of captives and can be an invaluable source
of guidance. As an objective discussion of captive
insurance companies, INA has prepared a booklet
entitled, “Captive Insurers: Some Professional

‘Considerations.’ Copies may be requested by writing

INA Corporation, 1600 Arch Street, Philadelphia,
Pa. 19101. -
* ¥ ¥*

The Insurance Company of North America
was founded in Independence Hall, Philadelphia,
in 1792. Today INA and its affiliated companies
operate around the world with major interests in
property and casualty insurance, marine and avia-
tion insurance, life and group insurance, reinsur-
ance and risk management services. |

INA insurance products and services are made

“available through selected independent agents and

brokers — professionals with a comprehensive
knowledge of insurance needs and solutions.

Insurance Professionals
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AMA coverage

Business Insurance Washington editor Jerry Geisel at-
tended the week-long American Management Assn. fall
conference on risk management and employe benefits. In
addition to the stories on this page, his reports include:

¢ END OF mandatory retirement could bring surgery
on sick pay plans. Page 29.

¢ EMPLOYERS WILL continue to bear the health care
cost burden, says Borden's benefit director. Page 29.

e NEW TYPES of underwriters are needed to meet
today’s needs, says a company executive. Page 30,

¢ INCOME SECURITY may become a major demand
of labor unions. Page 30.

Says Utah senator

Want product liability
laws? Compromise

PALM BBACH, Fla.—Business
leaders are going to have to learn
the fine art of compromise if they
hope to get product liability reform
measures passed in state legislatures
around the country.

That advice comes from a man
who ought to know—Fred W. Fin-
linson, the 35-year-old state senator
from Utah and author of the first
product liability reform bill to pass
this year.

“If you can't get a whole loaf,
then shoot for a half loaf. And if
that doesn’t work, try to get a slice,”
Sen. Finlinson said, referring to the
late president Lyndon Johnson’s ad-
vice in getting bills through Con-

gress.

That compromise strategy also
worked in Colorado, Sen. Finlinson
said, the second state to pass a
reform bill. Business groups in the
state originally had pressed for a
proposal that would have elimi-
nated a manufacturer’s liability
seven years after a product was
made.

Implacable opposition to that
provision soon developed, however.
Rather than see the entire bill
scuttled, a compromise was ham-
mered out in which the statute-of-
limitations following the manufac-
ture of a product was dropped.

In its place, though, a key
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amendment was adopted by the
legislature which shortened the
time allowed to file a claim follow-
ing injury from six to three years.

Aside from learning how and
when to,  compromise, product lia-
bility reformers have to do their
homework long before the legisla-
tive battle begins, said Sen. Fin-
linson.

For starters, businessmen and
women have to get to know their
state representatives. “A state leg-
islator may be the most unknown
representative in America,” Sen.
Finlinson said. “Yet they have an
enormous impact on our lives.”

In short legislative sessions, it is
vital to have product liability bills
printed and discussed before the
session begins. At the same time,
bipartisan support should be lined
up, particularly in legislatures
where the house and senate are
controlled by opposing political
parties, Sen. Finlinson said.

Once the session begins, learn to
count, If the votes are on the table
for passage, press for a vote. “Don’t
let a bill be talked to death,” Sen.
Finlinson said.

If support is lagging, find out
what amendments will make the
measure more acceptable to the
opponents, If the bill can’t pass,
have the issue referred to a special
committee on product liability.

“The important thing is to keep
the momentum going,” Sen. Finlin-
son said.

The passage of Utah's compre-
hensive product liability bill last
March already has begun to offer
the business community a measure
of relief. Several insurance com-
panies have given assurances that
rates for product liability coverage
will be reduced soon.

If all states adopted a measure
similar to Utah’s, which includes a
six-year statute of limitations from
the initial sale and defenses based
on alteration or modification of
product and compliance with gov-
ernment standards, the number of
product liability claims could be
reduced a hefty 65%, Sen. Finlin-
son estimates. =

Captives to

expand, says

Blades exec

PALM BEACH, Fla.—The lat-
est development to hit the ever-
changing captive scene in Bermuda
has been the expansion of “senior”
captive insurance companies.

A senior captive simply is a cap-
tive that has matured beyond in-
suring only the risks of its parent,
with the financial strength to in-
sure the risks of others, B. A.
Yeargan, vp of Blades Manage-
ment Group in Bermuda, told a
self-insurance seminar.

Hard-to-place gap and buffer
layer liability risks, in particular,
lend themselves to underwriting by
senior captives, Mr. Yeargan said.

The Internal Revenue Service
ruling which said a U.S. parent
company cannot deduct as business
expenses premiums paid to an in-
surance company entirely owned by
the parent may result in a “great
flurry of ‘pure captives’ wanting
to become ‘senior captives,’” Mr.
Yeargan said. Premiums paid into
a senior captive possibly still could
be written off, increasing the tax
attraction of a senior captive doing
outside business, Mr. Yeargan indi-
cated.

For those contemplating starting
a Bermuda captive, Mr. Yeargan
had some bad news—costs are con-
tinuing to increase. Attorneys and
auditors are asking about $250 a
year more for their services and
the Bermuda government has in-
creased the annual registration fee
to $1,500 from $1,000. [
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End to forced retirement may bring surgery

PALM BEACH, Fla—Paid sick
eave programs may be in need of
some vital surgery if <Congress
raises the mandatory retirement
age and more employes work past
age 65,

“You could see that an employe
over 65 might spend more time off
the job than on the job because he
or she is not physically able to
work,” said Bernard Schoen, an as-
sistant vp at Johnson & Higgins in
New York City.

To prevent fringe benefits costs
from jumping out of sight as man-
datory retirement curbs are lifted,
employers should adopt a provision
in their benefit plans which would
require employes over 65 to retire
if they are disabled for more than
three months, Mr, Schoen said.

The raising of the mandatory

Firms will
still shoulder
health costs

PALM BBRACH, Fla.—Business
will continue to pay the bulk of
health care costs in the years
ahead, one of the nation's top ben-
efit d1rectors warned.

Speaking on future benefit frends
that management considers feas-
ible, Dennis Kairis, director of em-
ploye benefits at Borden, Inc. in
Columbus, Ohio, said that the shift
from employes paying part of

group health care programs to |

management paying nearly all the
costs means future big health bills
will be placed right on business’s
front door step.

And judging by the outcome of
the 1975 negotiations between Gen-
eral Motors and the United Auto-
workers Union, the outlook for em-
ployes assuming a greater part of
the health cost burden does not
look promising, he said.

During the preliminary negotia-
tions, General Motors had insisted
that workers share in part of the
cost of health care. “We were
astounded to learn that the largest
supplier of General Motors was not
US. Steel or Goodyear Tire, but
Blue Cross and Blue Shield,” Mr.
Kairis said.

“We sat back and waited. They
(General Motors) lost the battle.
And if General Motors can’t win
the battle, neither can we. Busi-
nessmen must pay the bill.”

While that battle may have been
lost, the war on rising health care
costs is far from over.

To try to keep the lid on health
care costs, management will in-
creasingly have to turn to “super

benefit professionals.”” Clerks will
be replaced by someone who is a
tax expert and financial wizard
who is comfortable with terms like
HMOs, ASOs and self-insurance,
Mr, Kairis said.

In addition, management will
devote more attention to second
surgical opinion programs and make
more of an effort to participate on
hospital boards and community
heslth planning agencies.

To cope with another sudden big
ticket item—pension ' plans—Mr.
Kairis said management will seek
in their place cash value programs,
such as savings plans, which do not
have past unfunded service liabil-
ity. @

Who is insured

Nearly 150 million individuals, or
two out of three people in the
United States, were insured by
legal reserve life insurance com-
panies at the beginning of this year,
reports the American Council of
Life Insurance.

retirement age also will substan-
tially boost costs for group life in-
surance programs, But there may
be a savings in medical care costs if
employers include deductibles for
benefits received under the federal
Medicare program,

Pension plan costs also might be
somewhat reduced. A cost savings
could be achieved if service credits
are not given for employment past
65. |

That would mean, for example,
an employe who is entitled to an
$800 monthly pension at 65 and

works three more years, would still
only receive $800 monthly at age
68, he said.

Under such a non-accrual sys-
tem, a corporation could save
money since the number of years
it would pay benefits would be
reduced by three years.

Mandatory retirement aside, Mr.
Schoen said there has been a def-
inite shift away from defined ben-
efit pension plans and back to de-
fined contribution plans, though he
was unsure as to the exact cause of
this trend.

Turning to efforts to cut benefit

costs, Mr. Schoen noted that second
surgical opinion programs, while
still retaining tremendous potential,
have so far failed to live up to
their original promise.

“Jf we could get second.surgical
opinions, these programs would
work,” he said. But the difficulty
is employes don't make the effort
to see a second doctor.

One major insurance company,
he noted, found that only nine em-
ployes out of a workforce of 15,000
bothered to seek a another opin-
ion under its second surgical advice

program.

Other ways of reducing costs in-
clude the raising of deductibles,
though this has not emerged as a
real trend yet. Other possible trends
include the reintroduction of de-
ductibles on surgical schedules and
the elimination of co-insurance at
lower levels.

Finally, companies are making a
greater effort to eliminate the
overlapping and duplication of
benefits that frequently occurred
as benefit programs expanded
enormously during the late 1960s
and early ’70s. L]

= ,
bpﬂ’ght mlmn. Bob Connell spends less time

traveling and more nights at home than most traveling salesmen. Yet he holds the company record
for annual sales. His company is American Hospital Supply Corporation and Bob has been their No. 1
sales representative for 25 years. [JBob does most of his traveling by airplane—his own. He
has accumulated an Instrument rating, Commercial ticket and 4,300 hours since learning to fly
in 1962. About 90% of those hours were on business. 240 of them hard IFR. That Beech Baron is
the seventh aircraft he has owned. L1 Bob's territory includes the unforgiving topography of
western New York and northern Pennsylvania. To him, a good airplane, well equipped, is not enough.

[J “Unrelenting attention to details like flight planning, weather briefings, preflights, my own
proficiency, close communications with controllers and Flight Service Stations. These,”" he says,
“are open secrets to safe flying.” [JBob Connell is a pro both in selling and in flying. For
the past 14 years that same thoughtful care has led him to insure his aircraft with the insurance pros.

USAIG. Seems natural, doesn't it?

u 5 " ’ G UNITED STATES RIRCRAFT INSURANCE GROUP
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Better underwriting needed: Insurer -

PALM BEACH, Fla—A new
type of underwriter, one who is
creative and imaginative, is needed
to meet the changes that have
rocked the insurance industry in
the 1970s.

“Not so long ago, a person could

become an underwriter only by
possessing a reasonable amount of
intelligence,” said D. R. Schmidt,
senior vp of Employers Insurance
of Wausau.

Prospective underwriters’ knowl-
edge of economic conditions, ¢chang-

* Revised Quarterly

* Handy Loose Leaf
Reference

= Authoritative
* Readily Understandable

516-234-1114

May be obtained on approval (Money refunded within 30 days)

GENERAL INSURANCE GUIDE

A comprehensive loose-leaf insurance encyclopedia (revised quar-
terly) covering virtually all forms of Property and Casualty In-
surance. It contains more than 2,400 pages consisting of analyses
and explanations of contracts, descriptions of various risk rating
systems and classifications, court case citations, and many policy-
writing and loss procedures. For the desk of every insurance
manager, consultant, or insurance producer.

One-third discount for readers who submit a copy of this ad with

s brepaid order, $24 (instead of $36) plus NY sales tax, if appli-
cable. (Price includes 2 Free Quarterly Revisions.)

WERBEL publishing co., inc.
595 old willets path, smlthtnwn ny 11787

212-261-6222

ing social attitudes and the polit-
ical climate was not tested. As a
result, candidates coming into the
field needed little more than the
ability to scan lists of risks classi-
fied as ineligible or prohibited to
determine whether an application
was accepted or rejected.

Mr. Schmidf, in a keynote ad-
dress on major changes in current
underwriting practices st a Ameri-
can Management Assn. fall confer-
ence on risk management, pledged
that “those days are gone forever

. never to return.”

Any company which doesn't
practice the selection of under-
writers as carefully as practicing
the selection of risks, is undermin-
ing its ability to serve the insuring
public, he said.

So, before underwriting prae-
tices change, the quality of under-
writers must be upgraded. The un-

derwriter of the "70s, must be able
to successfully walk across the
highwire of helping policyholders
achieve maximum protection at
reasonable cost while keeping the
insurance company that employs
him or her at maximum financial
strength.

But the insurance industry itself
needs to get its act together. Rigid
rules which do not permit responses
to unique situations must be
scrapped.

The failure to make underwriting
rules more flexible will result in
more government-sponsored insur-
ance mechanisms, Mr. Schmidt
warned. “And that is something we
can all do without,”

The industry’s disasterous stroll
down the investment highway also
must be redirected. During that
calamitous venture in a stock mar-

premium of $

Name

Afco your

Insurance premlum

and gain an

additional

With the cost of property and casualty insurance going up, it makes good dollar
sense to finance your company’s premiums rather than prepay them. The capital
retained can sometimes earn more than the cost of the financing.

e of credit.

-It’s easy to AFCO your premium. No credit information is necessary and you
obtain an additional line of credit that does not disturb other borrowing arrangements.
And, AFCO’s line does not have to be supported with compensating balances. We
can even custom-tailor a plan to improve your cash flow.

Let us show you how to take advantage of the AFCO credit line and lease your
insurance. Complete the coupon below for more details.

You’re in the money with Afco.

———- Atlanta - Baltimore - Boston + Chicago - Columbus - Dallas - Hartford - Hempstead - Houston ———-
Kansas City - Los Angeles - Miami - Pine Brook, N.J. « San Diego + San Francisco - Seattle

IN' CANADA: _ CAFO-

Halifax - Montreal « Toronto - Edmonton + Vancouver

AFCQO, 108 John Street, New York, N.Y. 10038

Please tell me the approximate fact-and- -figure advantages I may gain if I AFCO my annual

Three-year premium of $

Title

Company

Street

City

" Bronheim said. Right now,

ket gone sour, insurance companies
lost sight of their primary objec-
tive: to make a profit from un-
derwriting.

Turning to buyers of insurance,
Mr. Schmidt called for a team con-
cept in which suppliers and pro-
viders work together, not at the
expense of each other,

That team concept can be set in
motion by greater use of deduc-
tibles—not to shift the loss burden
of the industry to its customers—
but rather to make that burden
lighter, Mr. Schmidt said.

“Buyers should be aware that in-
surance is pure only when it pro-
tects against disaster, not incon-
venience. No business entity should
insure losses it can absorb as op-
erating expenses.”

If a business assumes a higher
deductible, underwriters might be
able to provide broader coverage
and remain on risks they might
otherwise cancel.

In the emotionally charged area
of product liability, Mr. Schmidt
called for underwriters to focus
more on potential exposures, rather
than base underwriting decisions
solely on past history.

“Those who have had difficulty
in the past (obtaining product lia-
bility coverage) could véry well
have taken positive steps to elim-
inate the causes of yesterday's
losses,” he said.

It is up to the underwriter to
probe deeply in matters of quality
control, advertising and warranties
to see if a customer has reduced
his exposure to losses. ]

Pay security
demands to

'be increased

PALM BEACH, Fla. —If the
USS. economy continues to plod
along on a slow-growth pattern,
the issue of income security will
assume greater importance at the
management-union bargaining ta-
ble.

“I suspect the replacement level
of income that workers will strive
for in times of economic insecurity
might range from 75% to 90%,”
said David Bronheim, a senior ana-
lyst at the Futures Group in Glas-
tonbury, Conn., .in his keyncte
address to the employe benefits
program at the American Manage-
ment Assn. conference.

As workers demand and increas-
ingly win contracts limiting lay-
offs, more attention will be direct-
ed at the quality of the workplace
itself.

“Once a man no longer fears be-
ing fired, maybe his concern about
noise levels and toxic substances
will change drastically,” Mr. Bron-
heim said.

At the same time, the “graying”
of the workforce as mandatory re-
tirement curbs are lifted means

| existing health and safety programs

in factories may have to be
changed substantially.

Accident prevention programs,
for example, may have to be re-
structured to offer greater protec-
tion for older workers, Mr. Bron-
heim said.

Big changes also loom ahead in
the area of workers’ compensation.
This country's “strange moral judg-
ments” which provide one level of

| compensation if a worker is hurt

in a factory and another level of
compensation if the injury occurs
at home seem likely to disappear
in the future.

The current system of sick leave
too seems ripe for change, Mr.
sick
leave often is used for personal
needs. A simpler system in which
employes are given several days

- off annually for short-term leave

appears likely. u
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Plastic firms
eye captive
for industry

LOS ANGELES—AnN industry-
owned captive which would pro-
vide reinsurance for general and
product liability claims might be
established next year by the na-
tion’s plastic processors.

An industry survey conducted
by Plasti-Pak Management Co.,
an affiliate of Moselle Insurance
Co. of Los Angeles, found an
overwhelming interest in the
field for establishment of such a
program, said Merritt Moselle,
president of the two organiza-
tions.

Plasti-Pak was retained by the
Affiliated Plastics Group to con-
duct the feasability study. Mr.
Moselle's brokerage firm special-
izes in insurance coverage for the
plastics industry.

While the survey found more
than ample interest in establish-
ing an industry-owned captive,
Plasti-Pak has not yet obtained
sufficient information to deter-
mine loss potential, Mr. Moselle
said. That data is being compiled
at present and the final study
should be complete by the end of
the year, he added.

Moselle explained that should
the industry decide to set up its
own captive, it will be strictly for
reinsurance purposes. Both off-
shore and Colorado locations are
being considered as sites for the
captive, but Mr. Moselle said the
study is leaning towards offshore.

Plastiecs molders have had dif-
ficulty in obtaining primary cov-
erage because insurance compa-
nies have not been successful in
obtaining reinsurance for them,
he added. Seventeen percent of
the plastics processors have no
product liability coverage at all,
noted Charles Leighton, chairman
of Affiliated Plastics Group.

Plastics processors differ from
many other industries in that
they do not produce a specific
product, such as a ladder or piece
of furniture, said Mr. Moselle.
Plastic parts have end uses rang-
ing from medicine to aviation, he
added.

Therefore, “the exposure Iis
greater. Many molders don't
even know what the part they
molded will be used in,” he said.

Loss control would be a major
component of the industry pro-
gram. Mr. Moselle said the in-
dustry captive would develop a
loss control manual with stand-
ards for design, labelling, fitting
of raw materials with proper end
products and other safety func-
tions. In addition, molders would
be urged to become more aware
of the end uses of the producis
they make, he said. ]

Coming

Oct. 31

How has risk manage-
ment changed in the past
decade? What's happened
in the field of employe
benefits? Where is the
field of commercial insur-
ance headed? Those are
some of the questions the
editors of Business Insur-
ance are asking in prepa-
ration for the 10th anni-
versary issue of BI. Watch
for it Oct. 31.
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Unique benefit communication
seminar deadline is approaching

CHICAGO—A unique opportun-
ity to improve your benefit com-
munication program is just around
the corner.

The first Business Insurance
Emiploye Benefit Communications
Conference is scheduled fotr Nov.
7 to 8 at the Continental Plaza
Hotel in Chicago’s Gold Coast
area.

Corporate managers, brokers
and benefit specialists attending
the conference will have an op-
portunity to learn the details of
some of the best benefit com-
munications programs in the
country. They will also view and
judge for themselves as many as
a dozen audio-visual communica-
tions presentations from among
the many submitted to Business

Insurance this year for its annual
communications competition.

Joseph W. Duva, director of
employe benefits and compensa-
tion for SCM Corp. in New York,
will moderate a discussion on how
to choose the right benefit con-
sultant to help with a communi-
cations project. Examining the
many ingredients in the recipe
for success when using a con-
sultant will be John M. Shores
Jr., director of personnel and
purchasing for Birmingham News
Co., and Robert Sjogren, manager
of benefit development for Xerox
Corp.

Mr. Duva of SCM will also par-
ticipate on a panel comprised of
award-winning corporate benefit
managers presenting the details

of their benefit communications
efforts, their successes and fail-
ures and costs of programs. Re-
vealing the secrets of a good
benefit communications program
along with Mr. Duva will be
Richard Emerich, manager of
benefit programs for Mead Corp.,
Judith Starkey, personnel special-
ist at Chemetron Corp., and Den-
nis- Kairis, director of employe
benefits for Borden Inc.

Rounding out the roster of dis-
tinguished corporate employe
benefit managers who will be
speaking at the two-day meeting
are Lee A. Carlson, manager of
salaried benefits and policies for
Bendix Corp., and George Craig,
manager of indirect compensation

for Green Giant. Mr. Carlson will
discuss the motivation behind
having top-notch corporate bene-
fit communications. Mr. Craig
tackles how to have good com-
munications programs without
breaking the bank.

The headaches of the federal
pension law and complying with
all the plan reports and descrip-
tions that must be submitted to
Washington is the property of
Barbara Philbeck and Richard
Cromer, two consultants from
Hewitt Associates.

What do employes really think
of corporate benefit commumica-
tions efforts? You'll have a good
idea after hearing William W.
Winpisinger, president of the In-
ternational Assn. of Machinists,
and James H. Mayes, director of
publications for Standard Oil of
Indiana, air their views.

Experts at producing outstand-
ing communications programs will
help their listeners deal effective-
ly with information, language and

E

Our underwriters are a good example. They are willing to listen, imaginative
AND have unlimited decision-making authority with respect to the develop-
ment of rate, forms, and financial commitment. Result: no delay, just prompt
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media problems. A noted film
producer, John Mackenzie of In-
ternal Communications Corp. in
New York, will discuss the use of
audio-visual media for benefit
programs. Other panel members
are John Kearney Jr., vp of em-
plove communications at Kwasha
Lipton Inc., Paul Sanchez, con-
sultant with Towers, Perrin, For-
ster & Crosby Inc., and Donald
Ward, director of employe bene-
fits for Medtronic Ine.

Audience involvement is the
key feature of three sessions of
the conference. Those attending
will judge the effectiveness of
audio-visual programs that are
screened. Herbert Zeltner, presi-
dent of his own marketing and
communications firm in New
York, will moderate and lead a
critique of each effort to inform
employes of their benefits.

Early registrants who sign up
before Oct. 26 can qualify for a
reduced rate of $285 for the
event, including meals. Additional
early registrants from the same
company pay only $256.50.

The registration fee after Oect.
26 is $320 per person, with addi-
tional registrants from the same
company to be charged $288 per
person.

For registration and hotel in-
formation, contact Mary Ann
Engelhardt, Crain Education Di-
vision, 740 N. Rush St., Chicago,
. 60611, or you can telephone
312-649-5241.

U.K. booklet

explores risk

management

LONDON—Risk managers in the
U.K. have got together through
their association AIRMIC (Assn. of
Risk & Insurance Managers in In-
dustry and Commerce) to publish
an information book which sets out
the nature of their work.

Intended mainly for smaller com-
panies, it has been prepared by
Ron A. Muckleston, group risk
management adviser and insurance
manager for Inco Europe Lid.

Advising executives on the value
of risk management for many busi-
ness activities, Mr. Mucklestcn
says, “Efficient management should
automatically include the manage-
ment of risk. It is a term which was
coined in the U.S. and quickly be-
came a common topic for discussicn
throughout the western world.

“Elimination of most hazards and
risks is either impossible, uneco-
nomic or socially unacceptable be-
cause of related factors like redun-
dancy or maintenance of standards
of living.

“A more acceptable solution is to
take appropriate steps to reduce the
risk to proportions which can be
handled conveniently within the
overall management philosophy.”

Mr. Muckleston, who also han-
dles {raining and education courses
in the U.K. on behalf of AIRMIC,
has set out the major philosophies
and practical examples of such work
in the book, where he explains:

“Risk management is an essen-
tial discipline for any successful
management team, no matter how
large or small.”

ATRMIC is sponsoring large scale
distribution of the book he has
written. Further information can be
obtained by writing Mr. Muckles-
ton’s office at Inco Europe in Miil-
bank, London, m

ISO counsel

George E. DeWolf Jr. has been
named senior vp and general coun-
sel of the Insurance Services Of-
fice. He has been vp and counsel.
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Jetters

Continued from page 8 )
vestrnent in safety have been bet-
ter and cheaper than the lives
lost. . . .” Warner-Lambert has
an exceptional safety record and
this would have been evident ito
you had you bothered to try to
learn the facts about Warner-
Lambert, its safety record and
its regard for its employes.

We consider these criminal in-
dictments to be outrageous. We are
confident that, when all the facts
have been reviewed at a full trial,
our company and the four execu-
tives who were indicted will be
fully vindicated. Although a tragic
accident did occur, a full review
of the facts will show that the ae-
cident was caused by a totally un-
foreseeable cryogenic phenomenon,
which could not have been pre-
dicted by safety experts.

Under our system of law, an
indictment is merely an accusation
to be tested at a trial on the merits,
But the opportunity for a fair trial
is almost meaningless when edi-
torials such -as yours irreparably
damage the accused’s reputation
before the first witness is sworn.

We appreciate the point you were
attempting to make in your editorial
opinion. However, we object to
your unfairly casting our company
in such an unfavorable light, par-
ticularly when the opinion is based
on erroneous statements of fact.

E. Mench
Insurance manager, Warner-
Lambert Co., Morris Plains, N.J.

A clarification

To the Editor: In August, one of
your reporters contacted me for
background information on excess
and surplus lines markets and cap-
tive insurance company involve-
ment in this area. On Sept. 19 your
issue pertaining to these subjects
appeared. The article on page 18
was well written and, perhaps by
coincidence as quotations were not
attributed to specific sources, the
latter points in that article ex-
pressed the opinions I stated to
your reporter.

In the article on page 35, titled
«“ARM sets major move into ex-
cess,” .I must point out the incor-
rect and misleading aspects begin-
ning with the nature of the article
itself.

First of all, the American Risk
Group did not announce the forma-
tion of a new off-shore facility.
The fact that a select group of in-
surance companies under our man-
agement formed a new reinsurance
company almost two years ago, for
reasons not outlined in the article,
has been known to the market for
the same length of time.

Secondly, that company was
identified as “United Insurance Co.
located in Shannon, Ireland . . .
and capitalized at $100 million.”
United Insurance Company is not
domiciled in Ireland. Furthermore,
to my knowledge, no .insurance
company domiciled in Ireland has
a capitalization of such consider-
able proportions.

Finally, the quotes directly at-
tributed to me were either incor-
rect or taken entirely out of con-
text. Misleading inferences and
conclusions were drawn which in-
dicate insurance companies under
our management are going to solve
casualty market capacity problems
other than their own.

Arthur H. Deters, CPCU
Executive vp & director, Arm-
risk Inc,, Englewood Cliffs, N.J.

Note: United Insurance Co. Ltd.

is domiciled in Grand Cayman. It
owns Universal Insurance Co. Ltd.,
of Ireland, based in Shannon. Unit-
ed’s capitalization is over $5 mil-

lion, says ARM, and the company
is managed by Transnational, a
separate entity jrom ARM or In-
ternational Risk Management Litd.
but owned by the same principals
of the Fred Reiss Group. United
was established so that it is much
like the Hopewell pool, to be used
primarily for underwriting reinsur-
ance business mainly through Uni-
versal. The reinsurance business
handled by United/Universal is
generally outside business, not re-
lated to the captive insurance com-
panies or the corporations owning
captives managed by ARM. Unit-
ed/Universal isw't writing any buf-
fer layer casualty business and
doesn’t plan to write this business
in the foreseeable future, contrary
to the tmpression our story left.

Punitive damages

To the Editor: Your editorial
(Sept. 19). on punitive damages is
correet in theory and I agree that
insurance against “willful or wan-

tonly negligent acts” may not be in
the public’s interest. However, the
problem is that while a company
can act to prevent such acts, it can
not prevent a court from allowing
a punitive award when there is no
justification for one.

With so many suits seeking pun-
itive awards and with the wild
awards. that are made by juries and
let stand by the courts, there has
to be some form of protection or
anyone can get hit with an unin-

sured award simply because it is

called punitive.

If there was ever a time when
punitive coverage could have been
dropped it was years ago when if a
punitive award was made it was
justified. The way cases are going
now with most lawyers trying to
fatten their awards and fees with
punitive claims, 1 suspect that it is
the increase in these claims that has
influenced this move to exclude
coverage rather than a belated con-
seientiousness for the public’s good.

It seems if a change is {o be made

it should be to exclude from cov-
erage punitive awards resulting
from willful or wantonly negligent
acts, rather than throwing the baby
out with the bath and excluding
coverage completely.

R. K. Rappold
. Asst, secretary, Peoples Drug
Stores Inc. & Subsidiary Cor-
porations, Alexandria, Va.

... A coup?

To the Editor: Your hearty ap-
proval of ISO’s punitive damage
exclusion was certainly a coup for
the plaintiffs’ bar and those carriers
who want a quick and eagy escape
from a serious problem faced by
their insureds. In today’s “alice-in-
wonderland” court climate, it is
simply unreal to believe that juries
have the capacity to use this crim-
inal sanction with the restraint and
consistency required to achieve its
intended purpose. 3

I am proud of our safety record

in the product area and our efforts
have made the current product lia-
bility crisis more tolerable at Airco.
Despite our concern for safety, we
have seen punitive damages sued
for in nearly 50% of the product
cases in the past two years.

It is only a matter of time before
some jury, caught up in the emotion
of a trial, will say that we failed fo
be “reasonably prudent”, the cri-
teria espoused in your editorial.

Our legal system is in danger of
failing its purpose because of the
present chactic conditions in the
courts. Reform and restatement of
the punitive damage concept is of
vital importance to the survival of
the system.

This is a task the legislators and
counts must face up to.

I would urge you to reconsider
your position and devote some time,
effort and money toward encourag-
ing the legal reforms which MUST
precede treatment of punitive dam-
ages as a criminal fine or penalty

Continued on following page

If we didn't own ourselves,
maybe we wouldn't be the
top brokerconsultant in Fortune's

survey of employee benefits.

A recent Fortune magazine survey“asked corporate

employee benefit program executives to rate eleven national =
broker/consultants on their capabilities.

Here's what the Fortune study reported:.
“Top 500" corporations— Johnson & Higgins rated first. 2

“Second 500 — J&H. first again.

At J&H. we think the quality of what we do

is a result of how were sct up todoit.

~ We are the only privately-held company
among the major broker/consultants. Because we
own ourselves, we can shape our services so theyll

help you most.

J&H cross-trains its.consultants in both
group insurance and pension or savings-type
Ximum responsiveness. —
J&H insists on
complete objectivity. We work
with commercial carriers
and Blue Cross-Blue Shield .

L o i

The first nationwide dental
insurance program with local
cost variations in scheduled
allowances was created by

J&H for a giant emplover.

benefits for ma

Murray Becker and Art Gribbin, J&H technical
consultants on ERISA. have been tracking the
complicated legislation since its birth.

organizations and self-insured arrangements, t0o.

J&H staffs in depth. We have more actuaries than

most insurance companies, for instance. And specialists

~ assigned exclusively to analyze ERISA.
In short, we think we have everything needed to help.
Especially the experience. J&H began consulting whenonly a
handful of corporations offered any benefits at all. And now,
were first with the Fortune 500. And the Second 500, too.

*How Major Industrial Corporations View Employee Benefit Programs!

Johnson:Higgins

''The private insurance broker/ benefit consultant

We answer only to you.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING,
RISK AND INSURANCE MANAGEMENT SERVICES THROUGHOUT THE WORLD

J&H’s John Feldtmose, chief
actuary. at the bargaining

table during an
¢ cmplovee benefit
negotiation.
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letters

Continued from preceding page
from the insurance standpoint.

W. E. Morrison
Insurance manager, Airco Inc.,
Montvale, N.J.

. . . Who will defend?

To the Editor: Your Sept. 19
editorial concerning punitive dam-
ages completely overlooked the
problem created by the fact that
practically every suit alleging legal
liability asks for punitive damages.
In other words, attorneys habitual-
ly allege that the defendant was
so negligent as to cause him to be
assessed punitive damages.

This being the case, the insured
whose policy excludes punitive
damages will find it necessary to
obtain an attorney in every single
lawsuit which calls for punitive

damages merely: to defend himself
against this allegation, no matter
how frivolous. For this reason
alone, it seems that the ISC’s posi-
tion will be as untenable as was
its decision to remove the store-
keepers liability coverage from the
marketplace,

I agree that punitive damages
should not be insurable, but neither
should the plaintiff benefit from
them, since they constitute a pun-
ishment as surely as does a jail
sentence. However, until all juris-
dictions bar the insurance industry
from protecting an insured against
them, punitive damages constitute
an exposure which should be in-
surable, at least with respect to
defense costs.

George R, Nash
Vp, Andrews, Nash & Trouville,
Los Angeles, Calif.

. . . Vicarious liability
To the Editor: Re: Punitive dam-

ages, Sept. 19 editorial. I concur
with your statement that a com-
pany must take upon itself the
responsibility of being reasonably
prudent in the operation of its busi-
ness and tkat this includes an ob-
ligation to refrain from recklessly
hurting others. I also concur that
insurance coverage should be ex-
cluded for a company's irrespon-
sible acts.

There is one area, however,
which ISO, the insurance compa-
nies and your editforal appear to
ignore—the area of vicarious lia-
bility.

1 believe a company should be
allowed to protect itself against
vicarious liability to which it might
be subjected when an agent or an
employe acts totally against instruc-
tions, corporate policy or outside
the scope of his or her employ-
ment.

Gerald W. Raschke
Assistant vp, Associates Corp. of
North America, Dallas, Tex.

Bekins

To the Editor: Mr. (Alfred W.)
Dusebout's comments (Sept. 19)
on Bekins' insurance subsidiary re-
quire clarification. Far from being
“financially ailing” when he joined
Adams, Clay in April 1976, the
subsidiary's net profits for 1975
exceeded $75,000 and for the first
five months of 1976 were over
$100,000. Increased overhead,
caused by his creation of a number
of new executive positions and the
complete turnover of key person-
nel which he “orchestrated” were
prime contributors to the ultimate
loss for 1976 of $43,000.

The impact of the management
change was even greater on iasui-
ance costs for the Bekins compa-
nies. Among many omissions, Mr.
Dusebout fails to mention the loss
of Adams, Clay’s market for and
the wvirtual termination of their
external package program, an
$800,000 refund in claim payments
to Associated International Insur-

Innovation is the mark of a competitive design.

And soitis at The Atlantic Co

ENTERPRISE

mpanies.
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At the Atlantic Companies we take pride in our innovative insurance plans, well-harbored
resources, quick and thorough service, and prompt and ungrudging claims settlements. That's
the seafaring tradition in which we provide the very adaptable Atlantic Mutual or Centennial
“Safteguard” package for covering businesses large and small. Our “Safeguard” is tailored for
your business by selected independent agents and brokers.

Take advantage of our skilled crew. We've been running a taut ship for 135 years. "'-'%!-

e Allanlic Companies

Atlantic Mutual Insurance Company « Centennial Insurance Company

Insurance in the seafaring tradition since 1842.

Home Office: The Atlantic Building, 45 Wall Street, NewYork, N.Y. 10005

ance Co. to preserve the internal
and external market for movers’
and warehousemen’s coverage and
his decision to broker the Bekins
portfolio through Marsh & McLen-
nan rather than through Adams,
Clay as he advised your reporter.

A serious problem in the creation
of a “captive” broker or any cap-
tive service organization is the fact
that it removes control of costs
from profit center management and
provides a convenient burial ground
for administrative mistakes through
the assessment of costs to other
subsidiaries. !

A lesson can be learned from the
fact that although Bekins’ overall
revenues increased 15% during the
first six months of 1977 over last
year, profits were down 55% for
the same period.

Don Creighton Jack
Long Beach, Calif.

Polygraphs

To the Editor: We read with
great interest your comments re-
garding management’s use of poly-
graph in riskWatch, Sept. 5. As a
pioneer and leader in the field of
commercial polygraph testing, we
feel compelled to address ourselves
to the Chubb management state-
ment:

“A well managed firm does the
job, creates a strong personnel de-
partment and gets the best possible
controls. The polygraph is costly,
not completely accurate and not
even mandatory under the law.
We're not concerned if you hire a
crook, if your management is
strong, you’ll keep the crook where
he won't hurt you.”

The vast majority of the pre-
employment screening which Dale
performs from coast-to-coast is for
exceptionally well managed firms
with strong personnel departments.
The single most important factor in
our opinion in keeping them strong
and maintaining integrity in hiring
is the wvery use of the polygraph
technique.

Polygraph is, indeed, the least
expensive, quickest, most honest,
precise, effective method known
for determining applicant integrity
and minimizing risks at the em-
ployment office.

We agree that polygraph should
not be mandatory under the law,
but does this mean that if not re-
quired by law, a service or prod-
uct should not be implemented.

The closing Chubb remark which
is the most ludicrous of all, ad-
vises, indeed encourages, their in-
sured to go out and “hire a crock”
but cautions for strong manage-
ment to “put the crook where he
won't hurt you.” Imagine, if you
can, where in your firm you could
knowingly hire thieves and be se-
cure in the fact that such a plague
could be contained or confined in
a harmless area.

History has proven that in those
areas where pre-employment poly-
graph was diminished or stiffled by
state legislation, other more costly
and less accurate investigative aids
were substituted.

The case for polygraph is being
made in thousands of employment
offices each day, Management cer-
tainly recognizes polygraph as a
valuable tool in sound business
operation,

Harvey Yaffe
President, Dale System Inc.,
Garden City, N.¥Y.

New claims service

International Service Corp. has
established an independent adjust-
ing business on St. Croix in the
Virgin Islands. International Ser-
vices Corp., a subsidiary of INA
Corp., provides risk and insurance
management services outside the
US. and Canada. The St. Croix
office will be headed by Michael
J. Dries.



Merck finds way to handle chemlcals‘ sqfely

b 2

By REBECCA A. FANNIN

RAHWAY, NJ.—While many
drug and chemical companies strug-
gle to keep workplaces free from
dangerous chemical  exposures,
Merck & Co. Inc. rarely has a
workers’ compensation claim from
unsafe exposures.

Accidents do occur at the billion
dollar drug company, but Merck
has been successful in identifying
potential hazards before they be-
come liability problems, according
to Jack Snyder, the director of
corporate safety and industrial
hygiene. Sometimes, Merck devel-
ops its own standards before the
Occupational Safety & Health Ad-
ministration acts.

“Every chemical exposure has
different elements in it—like the
different ingredients of a candy
bar,” said Mr. Snyder. “There’s a
different way of handling each one
and we just base the solution on
what the problem is.”

Mr. Snyder estimated that Merck
deals with 150 chemicals of the 400
chemicals that are regulated by
OSHA.,

Worker safety is an open topic
at Merck. The workers at Merck’s
headquarters here are flashed news
ahout plant safety via a big neon
sign that cites the last lost time
injury. The company publishes a
safety magazine called Merck
Safety, which summarizes work-
related accidents and the cause of
the accident. It is distributed to
top-level management and line su-
pervisors at the company’s 25 US.
and 41 overseas plants.

As a growing number of chemi-
cals have been identified as harm-
ful to the worker, Merck has sub-
sequently shifted the focus of its
safety program.

Its recently created industrial
hygiene laboratory is' working to
identify subtle worker hazards,
such as potential effects from chem-
ical exposure. This is a move away
from protecting workers from rec-
ognized hazards.with safety devices,
protective clothing and physical
checkups.

“There’s been a great deal of re-
search in the early "70s about chem-
ical exposure. There's so much new
data that we want to re-evaluate
where we are,” Mr. Snyder said.

The lab will analyze. environ-
mental samples for contaminants
that are submitted to them by safety
managers at varied plant locations.

The lab, composed of a technician

and a laboratory supervisor, tests

the sample and reports results to
the plant site safety staffs, who
compare them to safe limits set by
the company or OSHA.

According to David Kirk, corpo-
rate industrial hygiene coordinator,
the lab analyzes several thousand
samples a year.

While Mr. Snyder said the crea-
tion of the lsb “surely had some-
thing to do with” the liability that
is developing for occupational haz-
ards, he added that. Merck is “just
making a more concentrated effort

Heart deaths
most common

Cardiovascular-renal
diseases, including heart
disease, hypertension and
stroke, were responsible -

- for half the deaths among
persons with ordinary life
insurance in the US. in
1976, according to the

- American Council of Life
Insurance.

to understand what its exposures
are”

The lab’s first project was a sur-
vey for asbestos in office and labo-
ratory buildings. The search found
three problem areas, all in equip-
ment rooms of Merck plants. Here,
asbestos in insulation material was
flaking off. No one was exposed to
the asbestos, though, and Merck
solved the problem by spraying a
material that penetrated the asbes-
tos and stopped the flaking.

The new laboratory has also
sampled benzene, used in four
Merck plants in the U.S. and one
in Europe. Benzene handling was
reviewed and the company reduced
its own safe limits of exposure to
the chemical to one part per million
for every eight hours of worker
exposure. The government later
adopted this same exposure limit.

To help the laboratory identify
hazards, it is equipped almost en-
tirely with electronic and optical
instruments, replacing classical wet
chemistry, which was widely used
in industrial hygiene work until a
few years ago.

The laboratory places emphasis on
collecting samples that represent
the worker’s actual exposure. “To
collect sufficient qualities of air at
the proper times in the right places
and in particular ways,” David
Kirk said, workers actually wear
portable pumps that pull air from
the workplace through a ecollection
device.

Despite all the precautions, Mr.
Snyder says the safety program is
“adequate but always needs im-
provement. You're never satisfied
that you have done everything. If
you are, then you might as well
quit." ™

Photc courtesy of Merck
Safety worker takes an air sarple at a Merck plont in Pittsburgh. The
sample will ce sent to the company’s industrial hyciene center for

analysis.

A FENWAL-PROTECTED
SWITCH ROOM 5 MINUTES ROOM JUST 8 MINUTES

BEFORE A FIRE.

THE SAME SWITCH
AI"I'ER 'I'IIE FIRE.

In the 13 minutes between photo 1
and photo 2, several important things

have happened.

9:43 AM: A battery exploded and
flames quickly spread to nearby packing

material.

9:43.5 AM: Fenwal’s modular Fire
Suppression System sensed the danger.

9:43.7 AM: The System then instantly
released its extinguishing agent — Halon
1301. There was no need to wait for per-
sonnet to evacuate since Halon 1301,
when used in a properly designed system,
1s harmless to people.

9:44 AM: The Halon snuffed the
flames out dry and many thousands of
dollars worth of equipment was saved.

9:51 AM: Business as usual. Per-
sonnel return to work. No waiting for
fumes to clear. No wet mess to clean up.

Without Fenwal protection, a fire
like this could have caused days of expen-
sive business interruption. It happens all
too often in companies just like yours.

And despite the
most stringent

precautions, some

businesses never
recover.

|

Fenwal has ploneered modular]y
designed high speed Fire Supression
Systems for a lot of different environ-
ments. And Fenwal-trained field engineers
can lay out and install one that will grow
as you grow.

We've designed and installed more of
these systems than any other manufac-
turer. And we also make a full line of
thermal, smoke and ultraviolet Detection
Devices and Control Panels.

We have visual proof our Supression
Systems work better. In a ﬁlm called "The
Fireaters.”

Toview this film
or to receivea free
copy of our booklet
on suppressing fires,
write to Fenwal
Incorporated,
Ashland,

MA01721. A Dw:smn of WaIter
Kidde & Co., Inc. Or call (617) 881-2000.
For installation and around-the-clock

FENWAL

service, see our
local distributors
listed in the Yellow
Pages under

“Fire Protection.”

Nobody in.the world has more experience in fire and explosion protection systems.
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Labor to urge pr

CHICAGO — The Labor De-
partment will ask Congress to
strengthen the rights of spouses
to pension benefits, pension and
welfare plans administrator Ian
Lanoff said here.

Speaking at a pension confer-
ence sponsared by Pensions & In-
vestment magazine, Mr. Lanoff
said women have been “the worst
victims of break-in service rules
and lack of vesting practices of
some benefit plans.”

He said one solution to this
problem is provided in a bill by
Rep. Elizabeth Holtzman (D-
N.Y.) which would guarantee
the surviving, nonworking spouse
the vested benefit the employe
would have been entitled to upon
retirement.

Mr. Lanoff said Labor is de-
veloping cost estimates to deter-
mine the impact of the proposal.

He said Labor would also ex-
amine the potential problems
which would be created if the
Pension Benefit Guaranty Corp.
must cover terminated multiem-
ployer pension plans starting Jan.
1, 1978.

Labor will also be working to
develop a more coherent com-
pliance strategy with the Internal
Revenue Service, he said. “It
makes no sense to any of us to be
looking at the same plans or du-
plicating each other’s effo i

Resolution of the problems im-
posed by this dual jurisdiction,
Mr. Lanoff noted, is one of four
areas he has worked on in his
first few months in office. Re-
organizing ERISA administration,
he said, is the second item on
President Carter’s reorganization

al.

He said a tentative proposal,

similar to the one in a bill spon-
sored by Sen. Lloyd Bentsen (D-
Tex.), wculd give participation,
vesting and funding responsibil~
ity to the IRS and prohibited
transactions and fiduciary duty
enforcement to Labor.

Mr. Lar.off indicated there has
been no “serious look at a new,
separate independent agency,”
although Sens. Harrison Williams
(D-N.J.) and Jacob Javits (R-
N.Y.) favor establishment of such
an agency.

That idea is “realistic” for the
1980s, he said, “but we can’t wait
until the 1980s to solve some of
the problems that face us today,”
such as the backlogs in prohibit-
ed transaction exemption appli-
cations ard regulations.

Mr. Lanoff said since he has
taken office 257 final rulings on

otection for spouses

exemptions have been issued out
of a total of 384 issued since ERISA
went into effect.

Despite this, Mr. Lanoff noted,
there are still 300 additional ap-
plications which have not been
acted upon and Labor receives
an additional seven or eight a
week.

Mr. Lanoff also cited release of
the controversial final regula-
tions for summary plan descrip-
tions. “We do not want to receive
summary plan descriptions :as
lengthy and complex as the un-
derlying plan documents,” he
said.

Mr. Lanoff said the employer
should not get in trouble if the
summary is “accurate, but not
complete.”

Meanwhile, another Labor De-
partment official said that port-
ability of benefits and faster

A question the Mass Mutual Pro thinks you should ask

before you accept just any Employee Benefit proposal:

L L LTI

i © Massachusetts Mutual Life Insurance
. & Company, Springfield, Mass.

Yes and no.

Providence?

or more.

disability benefits.

Representative.

coverage?

Because it can vary from business to busi-
ness. And within a business. So when
someone hands you a canned proposal
and says it's a bargain, watch out! You see,
a canned proposal doesn't answer impor-
tant questions such as:

Should you give the people in Peoria
the same coverage as the people in

Does your group life schedule provide
maximum benefits to you as an employer?

Are you wasting time and money trying
to keep your plan up to date?
With Mass Mutual, it's different. When
you're handed a proposal, you'll find a
Mass Mutual Pro behind it.

A Pro who is well aware of the statutory
requirements in your state.

A Pro who will tailor coverage to ac-
commodate a company with as few as ten
employees or as many as a thousand

A Pro who can intelligently comment on
the impact of the new H.M.O. in your area.

A Pro representing the elite company in
the business of retirement, life, health and

Look behind the proposal.
Look to your Mass Mutual Group

Mass Mutual

See The Pro Behind The Proposal

LANOFF

vesting are “inevitable changes”
that ‘will come to the private
pension system.

“It is not too early to consider
potential changes” in ERISA,
said assistant secretary Francis
X. Burkhardt, although “it may
be that the industry, the govern-
ment agencies involved and the
public need more time to absorb
the significant changes brought
about by the 1974 law.”

Mr. Burkhardt said critics of
ERISA wrongfully attack the law
on dubious evidence that it has
stifled the growth of the private
pension system and has led to
overly conservative investment
practices by managers of pension
funds.

“] submit that the real task of
this administration is to look be-
yond this' smokescreen to more
far reaching questions facing our
national pension program,” Mr.
Burkhardt said.

Pensions & Investment Maga-
zine is published.by Crain Com-
munications, the parent company
of Business Insurance. [ ]

3 insurers
denybacking
legal plan

NEW YORK—The director of an
open pznel prepaid legal plan, in
an apperent attempt to gain plan
sponsorship, listed three insurance
companies as SPONsOrs even though
the companies had not intended to
make grants.

Aetna Life & Casualty and Met-

‘ropolitan Life Insurance Co. have

met with project director Elias C.
Hoppenfeld to make it clear that
they weren't interested in provid-
ing grar:t money. Union Labor Life
has alsc denied that they contrib-
uted or :ntended to grant money.

The project, as reported by Busi-
ness Insurance Sept. 19, was set up
to research the cost and use of
open penel prepaid legal plans. It
planned to enroll two million par-
ticipants in three states who would
receive benefits at no cost for a
one-year period. Insurance com-
panies and other sponsors were to
foot the bill. They could then use
the data obtained during the re-
search period to establish fee struc-
ture.

At least ome union, the Taxi
Drivers Union local 3036 in New

York, kas also denied that it in-

tended :o enroll union members in
the program.

Mr. Hoppenfeld, who set up the
program through Blue Crest
Plans -“nc. of New York, faces
government agency action and a

.Suffolk County Bar Assn. suit, ac-

cording to.a knowledgeable source.
The bar is filing suit against
Blue Crest because it contends that
only noaprofit private corporations
can provide legal benefits under
New York state law. Blue Crest,
howeve:, says it was only adminis-
tering tne plan, not providing ben-
efits, according to the source.
Participants enrolled in a closed
panel are obligated to choose cer-
tain lawyers, but under open panel
they are free to make " theic own
choices. =



dates for buyers
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Oct. 25-27. Risk Management/Self-In-
surance for Hospitals, Key Biscayne,
Fla. This seminar, which offers new
approaches to liability protection, is
sponsored by Aspen Systems Corp. and
will cover medical malpractice as well
as other exposures faced by medical
care facilities; Also to be held in Al-
buquerque, N.M., Jan. 18-20. Cost: $325
per person; two or more persons from
same institution, $285. Contact Registrar,
Aspen Systems Corp., 20010 Century
Blvd., Germantown, Md. 20767; phone
(301) 428-0700.

Oct. 27-28. Professional Liability of
Trial Lawyers: the Malpractice Ques-
tion. Sponsored by the ABA National
Institute, Section of Insurance, Negli-
gence & Compensation Law, to be held
in San Francisco. The seminar will ex-
plore the answers to such guestions as
to what extent should a lawyer be liable
for alleged errors of judgment. What
are the potentially actionable conflicts
of interests for lawyers in litigation
practice? What are the underwriting
risks? Cost: $175, ABA members; $200,
non-members; $25, law students. Con-
tact: ABA National Institutes, American

Bar Association, 1135 E. 60th St., Chi-.

cago, Tl 60637; phone (313) 947-3850.

Oct. 31-Nov. 1;: The Association of Pri-
vate Pension and Welfare Plans is spon-
soring it Second Western Meeting in Los
Angeles, Calif. The program will center
on health care issues and retirement
benetfits. Cost: $175 for APPWP mem-
bers; $200 for non-members. Contact Sue
Meldrim, Association of Private Pension
and Welfare Plans Inc, Suite 909, 1028
Connecticut Ave. N.W. Washington,
D.C. 20036; phone (202) 659-8274.

Nov. 1. The American Institute of
Marine WUnderwriters will conduct a
seminar to provide an overview of
ocean marine cargo insurance in the
U.S. Topics will include broker/agent
and underwriter functions, marine
cargo insurance coverages, loss preven-
tion, approaches to rating, claims set-
tling and subrogation and the impact
of foreign restrictive insurance mea-
sures. Cost: $35. Contact Mr. John P
Jennings, Public Relations Director,
American Institute of Marine Under-
writers, 14 Wall St., New York, N.Y.;
phone (212) 233-0550,

Neovw. 1-2, Product Liability for Claims
Personnel sponsored by the Department
of Engineering & Applied Science of the
University of Wisconsin—Extension,
Objective of the meeting will be to
provide an understanding of recent
changes in product liability with an
emphasis on claims handling. Speakers
will be from the legal, insurance and
engineering fields. Cost: $175. Contact
Richard A. Moll, Program Director,
Dept. of Engineering, University of Wis-
consin—Extension, 432 N. Lake St,

Spotlight
on benefits

Business Insurance will
focus its spotlight on em-
ploye benefits in a special
issue on Dec. 12. Our edi-
tors will look at how em-
ployers are using HMOs,
how dental insurance pro-
grams are working, the
status of legislation that
would change ERISA,
what benefits are actually
costing corporations and
changes taking place in
employe benefit manage-
ment.

And we'll update last
year’s reports on prepaid
legal and the Blue Cross
discount,

We're also planning a
special look on how em-
ploye benefit consulting
firms work.

So for a comprehensive
report on benefits stay
tuned for Dec. 12,

e T

Madison, Wis. 53706; phone (608) 262-
2061 (program information), or 262-1299
{enrollment).

Nov. 7-8: Employe Benefit Communi-
cations Workshop, sponsored by Busi-
ness Insurance magazine, Chicago. A
dozen different corporate benefit com-

munications productions will be screened’

and discussed, focusing on the elements
of a prize-winning program; ERISA
rules for benefit communication, choos-
ing a consultant, budgeting for benefit
communications and the employe and
employer view of benefit communica-
tions are among the topics to be ad-
dressed. Cost for early registration, in-
cluding meals, is $285 before Oct. 26
with a 10% discount for additional

registrants from the same company.
After Oct. 26, registration is $320 and
the 10% discount for additional regis-
tranis from the same company applies.
Contact: Mary Ann Engelhardt, Crain
Education Division, 740 N. Rush St.,
Chicago, 111, 60611; phone (312) 649-5241,

Nov. 7-10. Seminar, Frontiers of Risk
Management, to be held at the Univer-
sity of Dallas. Two main themes will
dominate: use and understanding guan-
titative data and communicating with
top levels of management. Cost: $325;
RIMS deputy members, $285. Contact
Professor Bruce Evans, Executive Di-
rector, Risk Management Institute, Irv-
ing, Tex. 75061; phone (214) 438-1123,
ext,-360.

Nov, 7-18. Mofor Fleet Accident In-
vestigation Workshop offered by the
Traffic Institute, Northwestern Univer-
sity. The workshop is adapted for insur-
ance claims investigators and legal or

In Z5 years of property casualty insur-
ance, Grain Dealers Mutual has achieved
a position of stabilitv and selvency unique
in its historv. The reason for Grain Deal-
ers’ stability is Graip Dealers’ selectivity.
From the beginning we've adhered to the
principles of selection—in the risks we
insure and the independent agents
through which we work. Beingsselegtive
has made us successkul apd'our indepen-
dent agents prosperous. £oF our instuged
it's meant competitive :poticies at lewes

rates. When'y

think OF propeny, casy-

alty insuranee, think of Crain Dealers

Siwival, The stablefone.

~—y

"] GRAIN DEALERS MUTUAL

COMPRANL
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fleet safety representatives responsibie
for accident reduction or investigation.
There will be lectures, training exer-
cises and supervised field projects. Par-

. ticipants will learn how to use a traffic

template to diagram an after-the-acci-
dent situation map that accurately
shows the final position of wvehicles,
roadway debris and tire skidmarks.
Other areas of study will be vehicle
dynamics and damage analysis, tire ex-
amination, lamp analysls and photo-
graphic techniques in recording acci-
dent facts. Cost: $425. Contact Thad
Aycock, Workshop Supervisor, Traffic
Institute, Northwestern University, 495

. Church St., Evanston, Ill. 60204.

Nov. 13-18. Regional Bank Security
Seminar to be held by the American
Bankers Assn. in Washington, D.C. This
is the first such seminar and is de-
signed to develop an awareness within
banking of potential internal and ex-
ternal security threats. The program will

cover robbery, check swindles, embez-
zlement and other acts of employe in-
fidelity, There will be a presentation
on crisissmanagement planning tech-
niques regarding extortion, kidnaping
and bomb threats. Cost: $245. Contact
Linda Estep, Registrar, Insurance and
Protection Division, American Bankers
Assn., 1120 Connecticut, Ave. N.W.,
Washington, D.C. 20036; phone (202)
467-4047.

Nov. 13-17. 16th Hemispheric Insur-
ance Conference in Santo Domingo,
Dominican Republic. Private insurers
will meet around the theme “Contribu-
tion of Insurance Firms to the Develop-
ment of Countries.” Cost: delegates (in-
surance companies), $75; observers {in-
surance brokers), $250. Contact Lynn
DeBlois, International Insurance Advis-
ory Council, Chamber of Commerce of
the United States, 1615 H 8t. N.W.,
Washington, D.C. 20062; phone (202)
659-6072.




If this ad gets enough people to act,
your Insurance may become
a better buy.

QQWh anyth :
go%l; wronéng
for me...

somebody is
going to pay!”

“They owe me!”




Insurance rates are at record levels. Some types of

coverage are becoming unaffordable.

Now then. Insurance wmpanies are required to
see that there is enough money on hand to cover losses as

they occur. So rates are based on expected daims.

And frankly, rate increases could go on forever if the

public is willing to pay for them.

But at The St. Paul we think people ought to know
the score. Because ultimately they pay for high claims costs.
So we're running advertising like this. Hopefully,

it will inform the public and encourage them to take a long
hard look at what i1s happening and then take action.

And if that happens, insurance rates might just
stabilize. That would be a nice change.

You can help. Get one of our Enough is Enough
booklets from your local Independent Agent or broker
representing The St. Paul.

It's full of information on the causes, the pro's and the
con’s of some possible cures for high insurance rates.

At The St. Paul we feel Enough is Enough.

How do you feel?

So who is this “somebody?”

It's “somebody” with plenty of
money, an unending ability to pay.

This “somebody” has the re-
sponsibility to provide an extra reward
to a person for his misfortune.

And “somebody” makes it easy
for us as jurors (and even the judges) to
overlook just who it is that's wrong,
and base our decisions on the
assumption that a7y injury or loss (real
or imaginary) deserves payment. And
maybe a substantial bonus as well.

So who is this benevolent
“somebody?” It's you!

This growing “they-owe-it-to-
me~ attitude may be just fine with you.
But if you want it to be America’s
standard, be prepared to pay the bill.
In the form of higher taxes, higher
prices for goods and services, higher
medical costs. And, yes, higher
insurance rates. So, keep your check-
book handy.

Because insurance is merely a
means of spreading risk among many.

e

Serving you through lndependenr Agents. St. Paul Fire and Marine Insurance Company/St. Paul Mercury Insurance Company/The St. Paul Insurance Company/
St. Paul Guardian.Insurance Comp'my/The St. Paul Insurance Company of lllinois: Property and Liability Affiliates of The St. Paul Companies Inc, Saint Paul, Minnesota 55102.

So,when claims and settlements go up,
rates can only do the same.

This complex social issue and its
impact on insurance rates cannot be
resolved without an informed public.
Since you are the ultimate paying party,
you most certainly have the right to be
informed.

If that's your wish, send for our
“Enough is Enough” booklet. It’s full of
information on the issue, along with
action steps to help you register your
views where they count.

Enough is Enough.

Write The St. Paul for your
“Enough 1s Enough” booklet. Or
contact an Independent Agent or
broker representing The St. Paul. He's
in this, too, and wants to help. You'll
find him listed in the Yellow Pages.

St. Paul Fire and Marine
Insurance Company, 385 Washington
St., Saint Paul, MN 55102.

£Straul

Propeny&Llablllly
Insurance
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info for buyers

o receive materials listed in Info for Buyers, write to the
T name and address accompanying each item, mentioning
that you saw it offered in Business Insurance. Readers are
invited to submit educational and promotional material for
possible inclusion in the column. All items that are free and
of interest to our readers are eligible; those available at a
modest cost will be considered. Send a sample to Info for
Buyers, Business Insurance, 740 Rush St., Chicago, Ill. 60611.

e Product Liability: A Candid As-
sessment is a 37-page staff recom-
mendation from the Research Insti-
tute of America Inc. Aside from
putting the product liability ques-
tion in perspective, this report also
covers preventive measures to re-
duce risks and Washington’s role in
product liability. Price is $10 for
members for 1-6 copies; for non-

members, $25. Write The Research
Instituze of America Inc, Dept.
111, Mt. Kisco, N.¥. 10549.

e Are you considering self-insur-
ance? A promotional brochure from
Jeff Brougher, consultant for
Thompson, Graham & Co. Ltd,
may answer your questions. For a
free copy write Jeff Brougher, 188

S. Madison Ave, Greenwood, Ind.
46142,

e The 17th edition of “Statutes Af-
fecting Liability Insurance” is now
available from the American Insur-
ance Assn. The book, which covers
13 topical subjects, includes all laws
enacted through March 1977, as
well as a table of time limitations
within wkich actions for personal
injury, property damage, wrongful
death and medical malpractice may
be started in each state. Price is $6
for member companies and $8 for
non-member companies, Write
Publications Dept., American In-
surance Association, 85 John St,
N.Y, N.Y. 10038.

e Corporate Insurance in Brazil
is an English language brochure
prepared by Argos-Cia. de Seguros.
The brockure contains a general
discussion of the insurance market
in Brazil and specific coverages
available through the company.
General lines insurance and em-

ploye benefits are covered. For a
free copy write William E. Na-
macher, Managing Director, Argos-
Cia. de Seguros, Largo Sao Fran-
cisco, 34-2. Sao Paulo, ESP, Bra-
zil.

e Self-funding your employe ben-
efit medical plan . . . an economi-
cal cash flow alternative to insur-
ance is a brochure explaining self-
insurance in simple terms. A free
copy is available to corporate man-
agerial personnel, Write Brian T.
Sinclair-Whitely, vp, Blair, Follin,
Allen & Walker Inc, P.O. Box
1280, Nashville, Tenn. 37202,

e A Computer Security Bibliogra-
phy, which cites 135 computer se-
curity sources and includes sum-
mary descriptions of more than
100 of them, is available from the
Computer Security Institute. For
a free copy of the 12-page booklet
write John C. O’Mara, Computer
Security Institute, 43 Boston Post
Road, Northboro, Mass. 01532.

_ Who Cares What Happens...
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Activities like these take a lot of time and effort, but we think
they're worth it. They help keep your premiums down too.

YOU care what happens. . . and so do we!

WHO CARES WHAT HAPPENS...

after your group insurance policy is
delivered? YOU do, and so do we.

That's why Provident Group Service Representatives are working to

e contain surgical charges at the reasonable and customary level in your area
of the country.

® encourage the use of out-patient surgical facilities to eliminate unnecessary
hospital confinements.

® encourage Pre-Admission Testing in non-emergency elective surgery. This
makes more effective use of existing hosoital beds by reducing periods of
hospital confinement.

Provident also advocates deductibles and co-payments, to give the consumer a real
reason to help control costs.

GROUP DEPARTMENT

Provident

LIFE AND ACCIDENT
LIFE AND CASUALTY

CHATTANOOGA 37402

The
Underinsured

Home

e To help estimate replacement
cos: and determine if a home is in-
sured to value, Insurance Company
of North America has included a
self-valuation form in its 12-page
promotional booklet: The Underin-
sured Home: Some Professional
Considerations. For a free copy
write INA, Dept. R, 1600 Arch St.,
Philadelphia, Pa. 19101.

e For an overview to Canadian
pension plans focusing on jurisdic-
tion, plan design, taxation, funding,
zeporting and disclosure and dis-
crimination a newsletter has been
released from Kwasha Lipton—
Pension Plans: The Canadian vs.
the U.S. Approach. For a free copy
write Dept. M., Kwasha Lipton, 429
Sylvan Ave., Englewood Cliffs, N.J.
07632.

o Product Liability Litigation, by
Arthur D. Little Inc., describes how
lawyers and others involved in lit-
igation can use the consultant’s
services as expert witness and
technical support in product lia-
bilizy actions. A few case histories
are presented. For a free copy,
write Irving J. Arons, Product
Technology Section, Arthur D. Lit-
tle Inc., Acorn Park, Cambridge,
Mass. 02140,

e The 3M Spoiler is a six-page
brochure detailing the light water
aqueous film-forming foam extin-
guisher 3M claims can prevent
Class B (flammable liquid) fires.
For a free copy of this promotional
brochure write Dave A. Glass, Bldg.
223-6SE, 3M Center, St Paul,
Minn, 55101.

o How to Complete IRS and De-
partment of Labor Reporting
Forms for Pension, Profit Shar-
ing and Funded Deferred Com-
pensation Plans is the lengthy title
for those who must complete the
even lengthier IRS and Labor de-
partment reports. The booklet con-
tains an analysis of those plans that
must be reported to those depart-
ments and instructions for complet-
ing individual forms. Copies are
$8.95 and are available from New
England Mutual Life Insurance
Co., c¢/o F. J. Malone, second vp,
501 Boylston St,, Boston, Mass.
021117.

e A brief promotional brochure
describes the risk management ser-
vices of SWS Risk Management
Services (Scott Wetzel Services
Inc.). Staff personnel and its loss
control engineering are among the
features covered. For a free book-
let write Robert Benton, sales di-
rector, Scott Wetzel Services Inc,
P.O. Box 418, Bremerton, Wash.
98310.



What's new to some is old hat to others. But when

B.1. covers employe benefits the new-and the ‘old

hat’ merge and become one in an update of what's
significant today and what's in store for tomorrow.

Today, employe benefits is one of the most
dynamic activities with many new plans being
developed and old ones updated. In this ever

changing area, it takes a newsmagazine like

Business Insurance to sort out the developing
trends from the old hat, to report to financial and
employe benefits executives what is happening in
this field.

While ERISA continues to be in the spotlight, there
are many other benefit subjects about which
information is needed.

In an attempt to sort out the new from the old, the
editors of Business Insurance are now preparing a

_special Employe Benefits issue to appear on

December 12, 1977.

They will hit the hot topics such as. cost
containment in the health insurance area ® the

~ status of national health insurance proposals ®
HMOs and how employers are using them ¢ a
status report on ERISA amendments. There will
also be updates on prepaid legal plans ®
pregnancy/disability changes ® Blue Cross
discounts ® TRESOPS ¢ and dental insurance
programs.

The issue will include information about the real
cost of benefits, the positioning of the employe

benefits manager on the corporate organization
chart and other topical subjects.

Business Insurance is read by the employe
benefits decision makers in over 18,000 U.S.
corporations and by the consultants and brokers

. who serve these companies. If you're in this
market with products and services that are of
interest to these influentials, the December 12
Employe Benefits issue of Business Insurance is
the place for your advertising message.

Reserve space now; ads close on November 29.

busmess

the newsmagazine that just had to be

New York Chicago Los Angeles
708 Third Avenue - 740 Rush Street 6404 Wilshire Boulevard
NY 10017 ILL 60611 CA 90048

(212) 986-5050

(312) 649-5275

(213) 651-3710




44 / business insurance, October 17, 1977

National Union offers to insure
insurers from policyholder suits

NEW YORK — The National
Union Fire Insurance Co. has in-
troduced a policy to protect in-
surance companies against puni-
tive damages and increasingly
larger judgments in policyholder
suits.

For $1 million coverage, rates
range from $25,000 for smaller
companies to $100,000 for larger
companies. Policy limits are
available up to $5 million. In-
surance companies must retain
$100,000 of the risk.

National Union’s offer to
underwrite punitive damages
comes .as some insurance com-
panies have deleted the coverage
;and as some companies are
learning that their reinsurance
may not cover punitive damages.

The Insurance Services Office
has filed nationwide on behalf of
its members to exclude punitive
damages from all liability poli-
cies effective Nov. 1. American
Home Assurance Co., National
Union’s sister company in AIG,
excluded punitive damages when
renewing some excess liability poli-
cies earlier this year.

Some reinsurers also have
“specifically excluded punitive
damages while others are re-
maining silent about the issue,”
according to Dennis Busti, vp
with National Union.

Even though insurance compa-
nies have been hit with substan-
tial court damages, including a
$2.6 million award against Mu-
tual of Omaha Insurance Co.,

Mr. Busti said the risk is insur-
able. 2

“The pclicy is designed as a
catastrophe cover. We can build up
a pool of premiums and that will
cover the small number of claims
we receive,” he said.

“Punitive damage awards are
not frivolcus. Insurance compa-
nies should be afforded this pro-
tection,” he added. This profes-
sional liability policy covers
losses in claims handling and ad-
justing, engineering safety in-
spection and loss control opera-
tions. It is available for property,
casualty and life insurers.

If National Union prices and
underwrites the risk properly,
Mr. Busti said, the company will
make a reasonable profit. But he

admitted it's hard to say now
what profits will be since the un-
derwriting and pricing are par-
ticularly subjective.

Such a policy for insurance
companies has never been writ-
ten. “We've scrounged the whole
world over to find out if anyone
else is writing the risk and no
one else is," said Mr. Busti.

National Union has received 60
applications for coverage and has
written three accounts since it
started offering the coverage a
month ago. Among those apply-
ing are a few insurance compa-
nies that have faced large awards,
according to Bob McDonald, an
underwriter,

When deciding whether to ac-
cept a risk, National Union re-
quires an insurance company fo
have $300,000 in written premi-
ums and good claims handling
experience. It also reguires that
a company be in the business for
six years and be rated by
Best's. [ ]
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Punitive . . .

Continued from page 1

still terribly difficult to say what
is the best interest of the public
and the insured,” he added. “If
necessary a new clause will be
phrased to give effect to the ex-
clusion of punitive damages from
appropriate types of non-marine
cover, but nothing will be effec-
tively known until we have had
our internal meeting and even then
it will be up to underwriters. to
make their own decisions.”

But the aviation market is even
more uncertain how to react to
U:S. moves to exclude punitive
damages. ‘So far there have been
no ‘moves to withdraw any of its
important facilities for airlines. And
brokers heavily involved in U.S.
business emphasize that there can
be no definitive ruling since each
syndicate will decide for itself
whether to exclude punitive dam-
ages.

“You'll be doing a disservice to
the insurance buyers if you suggest
there ‘will be a definitive position,”
said one Lloyd’s source.

Aviation underwriters have not
had any punitive damage claims
successfully lodged against them.
Relatives of victims in the erash
of a Turkish Airlines DC-10 out-
side Paris sought punitive damages,
but the cases were settled out-of-
court without reference to the issue.

With the competitive situation
in the aviation markets, it is not
likely that Lloyd’s would exclude
punitive damages if coverage of
punitive damages in aviation lia-
bility cases was offered elsewhere.

Some at Lloyd’s suggested that
eventually there could be some dis-
tinction drawn between small firms
that ecould suffer seriously from
punitive damage awards by juries
and large firms where the intention
of such awards was to penalize
business carelessness.

It is also possible that special
coverage for punitive damages
might be offered by some UK. in-
surers if they feel it is commer-
cially worth their while as long as
the practice is not barred by state
law. )

Most Lloyd’s underwriters are
still watching the situation very
carefully and will not commit
themselves on the future possibili-
ties for their U.S. clients. =

Readers may now order low
cost reprints of articles that
appeared in BUSINESS IN-
SURANCE directly from this
magazine. Articles are re-
printed on 8%” x 11” sheets
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SURANCE credit line ond
issue date.
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Shipping extra. On quantities
larger than 1,000 and additional
information contact:

REPRINT MANAGER

business insurance
708 Third Avenue
New York, N.Y. 10017
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Tax proposal . . .

Continued from page 1

surance proposal, said the ad-
ministration could not justify a
tax preference on a benefit go-
ing to “moderately well off peo-
ple” who are able to pay for their
own group life insurance cover-
age.

“One cannot justify that kind
of tax preference for that (mid-
dle and wupper) income tax
bracket,”” he said. “Compensa-
tion is compensation and it ought
to be taxable . . and it should
not matter in what form it is
paid.”

The Treasury official said
that while it would be in the
public interest to have legisla-
tion on the books that would pro-
vide a tax incentive for employ-
ers to provide a minimum of life
insurance protection, a $50,000
limit is beyond that public in-
terest.

At the same time, Treasury has
proposed to eliminate the tax
preferences for employer-fi-
nanced prepaid legal insurance
which Congress enacted last
year.

Prepaid legal

Under the Treasury proposal
on prepaid legal, employes would
be taxed on employer contribu-
tions to the plan and the value
of benefits received in the plan.

Treasury officials expressed
concern that if tax preferences
are allowed to stand for group
legal insurance, a plethora of
other employer-paid group plans
might be established, significant-
1y narrowing the tax base.

While the American Council
of Life Insurance declined to
comment until the proposal is
officially announced, other insur-
ance executives sharply criticized
Treasury’s proposal,

“This (the proposal) is another
irritant. The government is try-
ing to stick it to the people that
are paying the taxes,”’ said Mar-
vin Blum, vp of IMC Corp. in
Richmond, Va.

Mr. Blum warned that once
government starts taxing em-
ployer-paid benefits, it may find
it diffieuilt to draw the line. If
taxes are raised on group term
life insurance and imposed on
group legal, other employer pro-
vided benefits, such as medical
plans, may be next in line for
government taxes.

Experts in the field don’t believe,
however, that slashing the group
life tax break will have a major
impact on that kind of insurance
by businesses for their employes.

“Our overall feeling is that it
(reducing the tax break) is going
to cost (employes) more,” said a
spokeswoman from Hewitt Associ-
ates, a Chicago-based consulting
firm.

“But it is not going to have an
impact, People are going to need
life insurance. Employers are going
to continue to provide it,” she said.
It just means the middle-class
worker would have another tax
burden to shoulder.

$50,000 limit

Other experts in the field ques-
tioned Treasury’s contention that
the current $50,000 limit on
group life insurance is something
that benefits the well-to-do.

“This is not something that is
2 benefit of the rich,” said Thom-
as Wahlrobe, a consultant in the
Wyatt Co.’s Washington, D.C,,
office. He noted that many group
life insurance plans, in which the
employer foots the premium bill;
often pay two or three times sal-
ary.

For example, an employe earn-

ing $15,000 annually, might re-
ceive $45,000 in insurance pro-
tection under an employer-paid
plan. The Treasury proposal
would force that employe to pay
taxes on that portion above the
$25,000 level.

Other insurance executives
also gquestioned the administra-
tion’s commitment to slashing the
group life benefit.

“Don’t you see, Treasury is
throwing up a trial balloon,” said
a spokesman for a major Eastern
insurance company. “They (ad-
ministration officials) will leak
details to the press, see what
catches the most flak and then
drop those parts of the program
that are subject to the most
withering criticisms.”

Still, some insurance ohservers
caution that the Treasury pro-
posal must be viewed in the

proper perspective.

Added cost

The premium on $25,000 worth
of group term life insurance is
zbout $20 a month, said Marvin
Blum of IMC Corp. Thus an em-
ploye’s taxable income only
would be increased by about $250
a year.

“TI know of few corporations
that have prepaid legal plans for
their employes,” said Mr. Wahl-
robe of Wyatt. “But it will keep
more from being implemented.”

While the dollar amounts may
be small, it has been suggested
that the proposals might set the
stage for a revenue hunting raid
on other employe benefits.

But a spokeswoman from Hewitt
Associates disagrees with this the-
ory, noting that by targeting newer
programs such as group prepaid
legal insurance that have not taken
root, the administration has indi-
cated its reluctance to attack es-

readers’ opinions.

limitations.

Product liability interest

COLUMBUS—Only eight readers of the Columbus Dis-
patch are interested enough in product liability legislation
to respond to a reader poll on the subject.

The Dispatch ran two articles, one in favor of product lia-
bility reform legislation by an insurance broker and the
other opposed to changes by the president of the state trial
lawyers association. The newspaper then asked for its

Only eight responded. Seven favored a bill pending in the
legislature which would impose a 10-year statute of limita-
tions. One favored some reform but opposed a statute of

The editor of the articles said the public did not appear
terribly interested in product liability.

tablished “time-honored” employe
benefits.

Treasury officials expect the
tax package to be released at the

end of October. It is uncertain
when Congress will begin consid-
eration of the complicated and
far-reaching proposal. [
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Benefit board . . .

Continued from page 1
vided under all employer-sponsored
plans. Panelists split nearly 50-50
on this issue (44 voted yes, 37
voted no and four didn’t know),
causing us to wonder if benefit
managers realize that the time is
coming when benefit standards are
likely to be established by either
a federal body or 50 regulatory
bodies.

Other high points of the survey
findings included:

e Benefit managers overwhelm-
ingly believe that the federal pen-

sion law should preempt benefit
regulation by state insurance com-
missiorers.

e Supplemental benefits man-
dated by wvarious states in recent
years have indeed created com-
pliance and cost problems for cor-
porate employers, adding more of
an administrative burden than a
financial one.

e Three-fourths of the firms
represented provide only the bene-
fits to their employes that are re-
quired under state regulations, not
providing supplemental benefits to

NOT SATISFIED WITH
YOUR GLAIMS RESULTS?

MIKEN ASSOCIATES, INC., recognizing claim manage-
ment as the key to a successful SIR program offers:

Review and objective evaluation of your . ...
. . Claims Handling Facility
. Case Handling
. Case Reserves
. Entry Systems
. Claim Expense

. Procedures

MIKEN ASSOCIATES, INC., professional claim manage-
ment consultants are uniquely equiped to isolate claim
problems, offer solutions and, if desired, implement the
solutions. For futher information contact:

Miken cAssociates, “Inc.

K.J. SAVAGE
CALIFORNIA OFFICE
1888 CENTURY PARK E., SUITE 10
LOS ANGELES, CA. 90067
{213) 552~1000

M.A. GALATI
ARIZONA OFFICE

POST OFFICE 80X 1561
SEDONA, AZ. 86336
(602) 282-4240

all emploves nationwide when a
new benefit is required in one
location.

e There's strong opposition to
congressional bills which would re-
quire disability and medical bene-
fits to be provided equally to
pregnant women employes, with
only 20% of the panelists express-
ing support for the proposed mea-
sures.

e Fully 41 corporations out of ~

the 85 represented already provide
some disakility benefits for preg-
nancy-related illnesses, although 18
of those provide limited coverage
and often impose six-weeikx maxi-
mum time limits on the coverage
when pregnancy or maternity is
involved.

e Benefit managers for only 10
companies said they believe they
are already in full compliance with
the proposed bills on pregnancy
benefits, but another 40 said they’re
taking steps to investigate altera-
tions in their plans so they can
comply with the law if and when
it is passed by Congress.

The benefits
The bulk of panel members
favoring rederal regulation of

benefits urder ERISA citad such

reasons as “less confusion and
duplication,” “uniformity,” “con-
sistency,” “standardization” and

“simplicity” for their convictions.
Nine said federal regulation would
cost less than the complex and
ever-changing regulations in 50
different states. Four others, con-
cerned tha: all employes across
the country should be treated equi-
tably, belisve federal regulation
would most clearly accomplish this
“equalized impact.”

Only seven of the 85 panelists
believe the state insurance com-
missioners have any power right
now to regulate benefits: the other

The case for federal rule

Probably the most succinct and reasoned explanation for
favoring federal government regulation of employe benefit
plans rather than sticking with state insurance commis-
sioner regulation was submitted by the benefit manager

state fragmentation.
multi-state employers.

labor laws.

for a leading chemical company.
Federal regulation, he said, would:
® Avoid administrative costs associated with state-by-

® Maintain equitable treatment for all employes of
® Retain unfettered bargaining conditions under federal

“Benefits are compensation, and compensation has many
facets,” this benefit chief continued. “There are trade-offs,
equalizers and other similar coverages involved, in most
cases. State laws are incompetent to cope with all these
complexities, or to determine compensation.”

78 said they believe ERISA pre-
empts all state supervision in this

sphere.
Such state-mandated benefits as
glcoholism treatment, outpatient

psychiatric care, maternity care
snd acupuncture are causing ad-
ministrative and financial burdens
for 63 of the benefit managers. A
surprising 22, however, asserted
that state changes hadn’t posed any
problem. Of the 63 who complained
that new state rules have caused
hardships, nearly all said adminis-
tration became more of a problem
while only 32 said a financial bur-
den resulted from the changes.
Twenty-three of the firms are
generous enough to provide the
full range of benefits for their em-
ployes nationwide, extending even
supplemental benefits mandated by
particular states to all workers at

If you hire

The average embezzler is just that: average. That’s why it’s hard to spot g4
one and even harder to stop one. Still, you can protect your company
from a damaging loss with adequate Honesty Insurance from F&D.
Ask your agent or broker to get you all the facts about F&D’s Honesty
Insurance. Do it before you hire another employee.
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Nation’s leading bonding experts
Baltimore, Maryland 21203

Fidelity and
Deposit Co.

all locations. The majority (62),
however, alter only those plans
directly affected by a change in
state law, providing lesser benefits
to workers in other unaffected
states.

A Fortune 500 diversified manu-
facturer now provides full benefits
to all locations. “But can’t keep it
up . . . we can't have a plan that’s
the best of all laws,” asserted the
benefit manager.

Pregnancy benefits

Pregnancy disability benefits
were controversial as expected.
Seventeen benefit managers favor
the bills now in Congress which
would require maternity care and
maternity leaves to be treated like
other illnesses and disabilities. A
whopping 80% of the Benefit Board
participants opposed the pending
legislation, but several said in writ-
ten comments that they oppose
only the provisions requiring ma-
ternity leaves to be considered dis-
abilities. These fence-sitters favor
equal health benefits for pregnancy
and maternity-related illness.

Pregnancy-disability benefits are
already provided by many corpora-
tions, although there are often lim-
itations on the number of weeks
full disability payments will be
made, six weeks being the typical
limitation. Benefit Board members
noted that 41 of their companies
already treat pregnancy illnesses
and maternity leaves as disabilities
qualifying for benefit payments.

Only 20 companies have taken
action to provide pregnancy-dis-
ability bénefits since the New York
Supreme Court ruled that *such
pregnancy had to be treated like
any other disability under disability
benefit plans, Most of those firms
limited the improvements to New
York state only.

Except for the 10 corporations
that feel they are already in full
compliance nationwide, the re-
maining 55 have done nothing,
either in New York or anywhere
else, holding off on any action until
the outcome of the ERISA preemp-
tion issue and/or federal preg-
nancy-disability legislation is clear.

But 40 corporate benefit man-
agers have taken at least some pre-
liminary steps toward implement-
ing changes if they become neces-
sary, either through legislation or
under state rules. They’ve con-
tacted their insurance companies
for information about potential
changes and the costs of adding
pregnancy medical and disability
coverage (23), they've touched
base with their insurance brokers
and/or consultants for help, revised
their group benefit/insurance
budgets to reflect possible forth-
coming changes (8 each) and
they've instituted internal studies
on potential employe benefit plan
changes (31). [
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Learn how to boost the

effectiveness of your company’s
benefit communications at the

November 7-8, 1977

Continental Plaza Hotel, Chicago

Good benefit communications is more important now than ever before,

thanks to ERISA and increased employe awareness of “fringe” benefits.

Though this has resulted in many problems, great opportunities exist. And

that's what this conference is all about—making the most of the

opportunities you have to communicate your company’s benefit program.

@You see how company after company across the nation has developed
effective benefit communications programs

@You view dramatic visuals detailing all aspects.of corporate benefit
‘programs

@You hear stimulating presentations of successful booklet, personal
correspondence, audio-visual and total communications programs

@You participate in exciting give-and-take sessions where you match your
judgment with a professional communicator

@You gain insight into how budgets are allocated among various
communications media

@You learn how to select and work with a consultant

®You discover what future demands are likely to be made on your program

@You get feedback on what employes think of benefit communications

@You're told what the government expects of your program

®And you get a glimpse of what your future as a communicator will be like.

Please read the following program closely. Then send in your registration

quickly (all registrations are accepted on a first-come, first-served basis

only). To register, fill out the coupon or phone (312) 649-5242 collect.

Monday, November 7

®Good Communications = Personnel Profit—Lee A. Carlson, Manager of
Salaried Benefits and Policies, The Bendix Corp.
ERISA Headache #1: How to Cope—Barbara Philbeck, Communications

Consultant and Richard Cromer, Partner and Consultant, Hewitt Associates.

~ You Be The Judge: |—Herb Zeltner, President, Herbert Zeltner Marketing

—

EMPLOYE
BENEFIT

COMMUNICATIONS
CONFERENCE

& Communications.

@Overview: Outstanding Communications Programs—Susan E. Forster,
Manager, Welfare Plans, Mead Corp.; Joseph W. Duva, Director, Employe
Benefits and Compensation, SCM Corp.; Judith Starkey, Personnel
Specialist, Chemetron Corp.; and Dennis A. Kairis, Director, Employe
Benefits, Borden Inc.

@®Flipside: What Employes Think—William W. Wimpisinger, International
President, International Association of Machinists and James H. Mayes,
Director of Publications, Standard Oil of Indiana.

@You Be The Judge: Il—Herb Zeltner gives you another chance.

@Aftermath: Moving Beyond Legal Requirements—Larry Ewing, Partner
and Consultant, Hewitt Associates.

Tuesday, November 8

@Big Brother: Friend Or Foe—Ron Weakley, Director of Communications
and Public Service, Pension and Welfare Benefit Program, U.S.
‘Department of Labor.

@®Choosing A Consultant: A Marriage Made In Heaven Or...Joseph W.
Duva, Director, Employe Benefits and Compensation, SCM Corp.; John
M. Shores Jr., Director of Personnel and Purchasing, Birmingham News
Co.; and Robert Sjogren, Manager, Benefits Development, Xerox Corp.

@Doing The Job Without Breaking The Bank—Eugenie Bodenhoff,
Director, Benefit Planning, Hunt-Wesson Foods Inc.

®Evolution: Humanizing Your Commumcatlons—dohn Mackenzie,
President Internal Communications Corp.; John Kearney Jr., Vice
President, Employe Communications, Kwasha Lipton Inc.; Paul Sanchez,
Consultant, Towers, Perrin, Forster & Crosby Inc.; and Donald Ward,
Director, Employe Benefits, Medtronic inc.

@You Be The Judge: lll—Herb Zeltner gives you your last chance to rate

corporate audio-visual programs.

Now, for the first time anywhere, you can see how company after company
solved its benefit communications problems through these mind-expanding
audio-visual presentations interspersed throughout the Conference. Each
session is moderated by Herb Zeltner, a professional marketing

You Be The Judgé!

communicator, who gives you background information, asks you to rate
each company's communications effectiveness and then presents his own
. opinion. Match wits with the expert and watch your judging expertise grow!

Mail this [HER{3

coupon
today
or phone

Please enroll me in the Business Insurance Employe Benefit
Communications Conference. | understand that the Conference fee is
$285 if received by October 26, 1977; the fee increases to $320 after that

arrangements are not included and must be made separately. Registrants
automatically receive hotel reservation forms with their conference
confirmation.)

Ifmyplanschangemme | understand | can substitute the

(312)

649-5242

COLLECT

Name

Name -

date. (Additional registrants from the same company earn a 10% discount name of another person penalty. Or | can receive a full refund if |
off these rates.) cancel by October 26, 1977. (For cancellations received after Cctober 26,
Registration fee includes admittance to all scheduled Conference there is a $50 service charge.)
sessions and functions, resource materials including a workbook, planned  Enclosed is a check for §
meals and cocktail reception. (Hotel accommodations and travel [1 Bill me
Title
Company. Phone( )
| State Zip.
Additional Registrants:
Title
Title

{

Make check payable to Crain Educational Division. Mail today to: Crain Educational Division, 740 Rush. St., Chicago, IL 60611



48 / business insurance, October 17, 1977

Trusts terminate . . .

Continued from page 1
20,000 persons.

Common Market reached an
agreement with the Arizona insur-
ance department in mid-October to
stop soliciting new members and to
submit to state regulation, according
to deputy insurance director Fred-
erick C. Berry.

The trust will accept contribu-
tions and pay claims until Jan. 1
while it looks for a carrier, Mr.
Berry said. If no insurer can be
found, the state will place Com-
mon Market in receivership. In
return, Arizona will not pursue
efforts to revoke the licenses of
the trust organizers, Frank Barry
and Al Haney, if all the partici-
pants’ claims are paid.

Officials of Common Market
could not be reached for com-
ment. Arizona does not know
how many individuals are in the
trust, Mr. Berry said.

Continental insured

Continental Employe Benefit
Assn., will now be insured with
Protective American Life Insur-
ance Co. of Bellevue, Wash., said
trust organizer Donald Kuhre.
“We couldn’'t deal with all the
harassment,” he said.

Continental provides benefits
to almost 8,000 individuals, ac-
cording to Mr. Kuhre.

Protective American Life's
major medical policy was the
prototype for the package mar-
keted by self-funded ESBA, Con-
tinental and several other trusts.

ESBA, Common Market, Con-
tinental and Protective American
Life were major subjects of the
first story in Business Insurance’s
eight-month  investigation of
self-funded multiple employer
trusts.

Despite financial problems with
some insured multiple employer
trusts, state officials believe their
regulation of insurance companies
can protect policyholders. Partici-
pants in self-insured trusts, how-

ever, have little protection in the
present regulatory vacuum.

State insurance officials in sev-
eral states report significantly
less activity by _.self-funded
trusts. Montana has not been con-
tacted regarding a trust in six
weeks, said insurance department
counsel <Charles Erdmann, a
marked drop from earlier this
year.

More and more trusts are
withdrawing from the market in
Texas, according to R. B, Ash-
worth of that insurance depart-
ment.

Elever. of the 13 trusts ordered
to stop soliciting in Florida have
agreed to cease-and-desist or-
ders, said Florida’s Don Dowdell.
The twc trusts that have indi-
cated they will continue to seek
new business are National Busi-
ness Conference Employe Benefit
Plan of Portland, Ore., and Em-
ployer-Employe Trust Assn. of
Golita, Calif., he said.

Bruce Shulte, organizer of Na-
tional Business Conference, said
he will not comment on his
plans until he has “his day in
court.” The Oregon insurance de-
partment is suing the trust in fed-
eral court there as an unauthor-
ized insurer.

Mr. Shulte denied his trust was
similar to ESBA. But he con-
firmed an earlier Business Insur-
ance report that the trust's bene-
fit package originated with Pro-
tective American Life. He would
not say how many people are
covered by the trust.

According to documents ob-
tained by Business Insurance,
the trust's claims and contribu-
tions are now handled by a mar-
keting and enrollment center in
Park Ridge, 111, run by George
V. Duczak.

Mutual Medical

Mutual Medical Employes
Benefit Assn., another self-fund-
ed trust, is also planning to dis-

a
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. ern California Inc.

pute state insurance department
regulation, according to organ-
izer R. A, Newby. Mr. Newby
said he may file suit against the
Labor Department to overturn an
advisory opinion letter issued
saying Mutual Medical was not
an employe benefit plan and
therefore subject to state insur-
ance regulation. Mutual Medical,
based in Sar.ta Ana, Calif., covers
about 2,000 individuals.

Meanwhile,. two other trusts
say they have restructured their
business to comply with court
decisions and the Labor Depart-
ment’s brief in the Kansas deci-
sion.

Mark Killebrew, head of Pro-
tective Benefit Assn., said his
trust no longer solicits individ-
uals and is seeking a carrier for
those persors.. PBA has 7,500 in-
dividual and employer members
covering approximately 15,000 in-
dividuals.

Mr. Killebrew is president of
the Nationa: Assn. of Trust Ad-
ministrators. formerly the Na-
tional Assn. of Multiple Employ-
er Trusts.

Litigation

The National Assn. cof Trust
Administrators is considering in-
tervening in lawsuits to push for
a clarification of what is covered
by ERISA and what is not, said
Claude J. Dorais, a Beverly Hills
attorney wko represents the as-
sociation.

Thomas “Wilke, administrator
of Insurance and Prepaid Bene-
fits Trust, said his trust has been
reorganized to comply with the
court decisions. Five separate
trusts have been formed to cre-
ate commonality of interest
among members of each trust,
by placing all manufactures in one
trust. Benefits committees cof par-
ticipants have been formed and
Mr. Wilke’s firm has been hired
on a flat fee as administrator
rather than on a commission for
persons enrolled.

IBT has about 6,000 members
concentrated in Southern Cali-
fornia, Mr. Wilke said.

An official with the Labor
Department in Washington said
several trust representatives have
asked how they can structure
their trusts to fall within ERISA
and its preemption of state in-
surance regulation.

The department responas that
it has not yet taken a position on
employer-based multiple employ-
er trusts. Labor says it is working
on the proklem.

The depa-tment is also explor-
ing the possibility that commis-
sions on recruiting plan members
is a violat.on of the fiduciary
regulations in ERISA, the official
said. This argument could be
used as an ERISA application of
the Kansas court test, which says
that solicitation is one factor that
separatess an ERISA regulated
employe bsznefit plan from a
scheme designed. to escape state
insurance regulation. ]

'RBH to acquire
 California firm

CHICAGO—Rollins Burdick
Hunter anncunced it has acquired
the Califorr.ia brokerage firm of
Strong & Co. Ine.

Strong & Co. with offices in San
Francisco aad San Jose rprovides
property/casualty and employe
benefit services to industrial and
commercial clients. It also works
with professional association bene-
fit programs and professional liabil-
ity programs.

Strong & Co. will become part
of Rollins Burdick Hunter of North-
The present
management headed by Dwight V.
Strong will remain.

Terms were not disclosed. ]

riskWatch

By REBECCA A. FANNIN

White collar crime costs billions,
but are risk managers concerned?

Muggers, burglars, robbers, rapists. That's what most of us
visualize when we think of crime. Rarely do we think of a
criminal in a white collar much less a suit and tie. But the
facts are that criminals in business suits are costing us more
than criminals in the streets,

We don’t know exactly how much they're costing us—
business and the public—since good statistics are lacking. But
we do know that the estimated dollar amount is staggering.
Estimates range from a conservative U.S. Chamber of Com-
merce figure of $40 billion to $210 ,
billion from the late Sen. Philip
Hart of Michigan.

No matter what amount you pre-
fer, businesses are collecting a mere
$25 million to $30 million from in-
surance to cover losses from white
collar crime, The reason? Most com-
panies simply don't have adequate
insurance for losses from kickbacks,
commercial bribery and payoffs.
According to Jules Kroll, president §
of Kroll Associates, a New York
firm that investigates white collar Fannin
crimes for more than 100 clients, 80% of his clients don't
have enough insurance for these risks.

Mr. Kroll blames the risk. manager for the gaping holes in
coverage. “The risk manager has grown up in the first and
third-party claim area. They treat these risks as a caboose,
an afterthought. They just don’t have the in-depth familiarity
about white collar crime risks.”

a sl

B Sorry risk managers, but I tend to agree. I remember too
well a Risk & Insurance Management Society meeting where
white collar crime was discussed at my lunch table. If the con-
versation of my neighborly risk managers is any clue, then
expense account cheating must account for the bulk of white
collar crime they perceive at their corporations. And insur-
ance for these crimes must be unheard of since not one risk
manager spoke of protection against criminals in pin-striped
suits.

With kickbacks, commercial bribery and payoffs becoming
more common in our business lives, risk managers should
tune in, especially those working for retail industries, hardest
hit by white collar crime. That's because their controls are 10
years behind the times, said Sandy Beck, vp at Kroll Asso-
ciates and a public adjustor. Closely following the retailers
are the construction industry and financial institutions. Also
among the most susceptible firms are industries having foreign
subsidiaries.

8 Corporate executives at these subsidiaries may be led down
the criminal path because of a shortage of purchasing and re-
porting controls, lax foreign government regulations and a
feeling that they can get away with it because they're a long
distance from the parent company. Witness a vp for a garment
manufacturer with sales of $160 million to $170 million who
was sent to the Far East to head a new foreign subsidiary.
The vp was given control over all dollars sent to the pilot op-
eration, amounting to $11 million to $12 million. In just 18
months the executive had embezzled $2.3 million. According
to Mr. Beck, the vp used almost every type of fraud—bribing
foreign corporate officers, improperly reporting income to the
U.S,, sidetracking raw materials and using exchange rates to
his advantage..

The good news was that he became an instant millionaire;
the bad news was he was caught! But the worst news came
for the corporation, whose insurance only covered $500,000
of the $2.3 million lost.

The corporation was underinsured because ‘“no one sat
down and asked what additional exposures would result from
the new subsidiary,” Mr. Beck said.

® White collar criminals are far from hardened. They're just
“plain, old ordinary folks that see an easy way to make their
problems a little lighter,” Mr. Kroll said. Corporate manage-
ment pressures aren’t likely to ease, and neither are white
collar crimes., The penalties white collar criminals receive
aren’t likely to deter much theft, either. Even if a criminal
steals millions of dollars, the maximum penalty he can receive
in New York, for instance, is three months in jail or a fine of
$500. The stiffest regulator, Colorado, imposes five years in
jail and/or fines of up to $15,000.

With white collar crime on the rampage it’'s up to the risk
manager to mount the defensive, analyze the corporation’s
risks and buy some added protection.

C e e
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People . ..

Continued from page 50

firm for three years. Also appointed
to the benefits department is Phillip
B. Seelinger, 43, who was named
manager of retirement plans. He
will administer Levi's pension,
profit sharing and stock purchase
and investment plans in the new
position. Mr. Seelinger also reports
to Ms. Buckelew. Mr. Seelinger said
his position was created because of
the company's growth. With 20
years experience in retirement plan
consulting, Mr. Seelinger was most
recently a senior consultant with
Peat, Marwick, Mitchell & Co. for
three years. Reese Smith, 34, also
joins Levi Strauss, reporting to Ms.
Buckelew as employe benefits con-
troller, where he will handle finan-
cial audit and systems functions.
Previously, Mr. Smith was an in-
dependent consultant in design of

financial control systems. Before:

‘that, he worked for the Metropoli-

tan Atlanta Rapid Transit Author-

ity for four years.
k] ® L i

Ben Barber, 32, has been named
manager of safety and loss preven-
tion for the Tribune Co. in Chicago.
Mr. Barber previously was a corpo-
rate safety and health administrator
at Baxter Travenol Laboratories in
Deerfield, Til., where he hasn't been
replaced. He reports to Bill Sulli-
van, who was recently promoted
from manager of insurance to man-
ager of the insurance department,
replacing Sven Thomsen. Mr.
Thomson is now director of risk
management at Borg-Warner Corp.
in Chicago. -

Richard M. Curtis, 37, has been
appointed manager of employe rela-
tions for FMC Corp. in Chicago,
where he will oversee employe rela-
tions for all salaried FMIC employes
and for hourly.employes in certain
plant locations. Mr. Curtis joined
FMC in 1975 as manager of em-

Chicago area
agency finds
safety man

CHICAGO—Chicago’s Region-
al Transportation  Authority
(RTA) has found someone to
serve as its safety director.

Donald S. Buck, formerly a
safety official for the federal
government, was hired recently
at $30,000 a year to head the
RTA’s newly created department
of safety.

Business Insurance reported in
mid-September that the six-
county transportation authority
said it couldn't find a suitable
person to take the job, though at
that time it had interviewed only
“four to six" persons, a spokes-
man said.

The MNational Transportation
Safety Board recommended in
January 1976—after a commuter
train crash that killed one and
injured more than 300—that the
RTA take a more effective role
in safety of commuter transporta-
tion in the region. In February,
two Chicago Transit Authority
elevated trains crashed killing 11
persons. :

However, according to the
RTA’s chief operating officer Leo
J. Cusick, the new safety director
will first concentrate on examining
the suburban Chicago bus sys-
tems regulated by the RTA and
establishing a coordinated safety
program for them.

The new safety director will
study the Chicago Transit Au-
thority and commuter railroad
system later, Mr. Cusick said,
because “the CTA already has an
established safety program and
so do the commuter railroads.” ®

CURTIS

ploye relations for the company'’s
Chicago-based machinery group,
which ceased to exist on June 1
with the reorganization of the com-
pany into nine business groups.
Previously, he was employed by
Westinghouse Electric Corp., serv-
ing in a variety of positions includ-
ing personnel manager, labor rela-
tions manager and employe relations
manager at various locations.

GLASS

James R. Glass, 35, has been ap-
pointed manager of insurance at
Mine Safety Appliances in Pitls-
burgh. Mr. Glass is responsible for
management of the company’s casu-
alty, property and group insurance
programs. He reports to Stephen
Karas, director of the tax and in-
surance department. Mr. Glass was
previously employed by Air Prod-
ucts and Chemicals Inc. in Allen-

town as insurance analyst. Prior to
that he was division statistical man-
ager for Liberty Mutual Insurance
Co. .

% * W

Gene H. Heskett, 26, has been
hired as risk management assistant
for the Hanna Mining Co. in Cleve-
land, effective Nov. 1. In the new
position he will concentrate on loss
prevention and claims administra-
tion while handling special assign-
ments in the international mining
and shipping company's insurance
program. He will report to Duane
E. Allen, assistant treasurer. Mr.
Heskett has an MBA in insurance
from Ohio State University and has
spent the past three years as a pro-
curement officer at the USAF
Armold Engineering Development
Center in Tennessee.

£ L L ]

Walter Wilson, 52, has been pro-
moted to manager of the insurance
division of ‘the Kennecott Copper
Corp. in New York City. Previous-
ly, he was assistant manager for 17

years. Mr. Wilson is responsible
for risk management, employe
benefits, casually, property and
marine insurance. He _reports to
Anthony Ellis, vp, finance.

&* ] ]

Gary Pew, 32, has joined South-
ern California Edison in Rosemead,
Calif. as insurance analyst. He re-
places Michael M. Kaddats who re-
signed last summer to join Warren,
McVeigh & Griffin, Newport Beach,
Calif. Mr. Pew formerly wlrked as
an insurance analyst for City In-
vesting Co. in Beverly Hills, Calif.
In his new position he reports to
William G. Hughes Jr., manager of
insurance.

L ]

We'd like to report on staff
changes in your risk management
or employe benefits department.
Just drop a mote to Rebecca A.
Fannin, Business Insurance, 708
Third Ave., N.Y., N.Y. 10017 or
call- 212-986-5050. We’'d also like
to receive pictures of those in-
volved.

-
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Nationwide’s new 40 story headquarters. Opened December 76.
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competition.

Nationwide
hasbig plans
for your
business

If your business has a variety of
group insurance needs, you really
ought to find out about Nationwide’s
plans. They offer a breadth of features
that are tough to beat.

For instance, Vision Care coverage
with benefits for annual checkups as
well as corrective treatment. Or a
sophisticated Dental Care Program.
Both are available with any of our
group life plans. Both are designed to -
give you an edge over a lot of your

Our Group Pensions Department

offers another advantage —a guaran-
teed interest return contract for Profit
Sharing Plans regardless of size. Gen-
erally, only the largest plans are offered
such contracts. With Nationwide,

a $20,000 deposit will qualify.

Then there’'s our Major Medical
Plans. All have $250,000 maximums
and $1,000 stop-loss provisions.

Find out more about Nationwide:
our plans that cover group insurance
needs of almost every description and
our claims service with its capacity to
process your client’s claims quickly.

Send in this coupon and find out
what big plans Nationwide has for
your business.

r- Nationwide Insurance Bl'.“:’-l
One Nationwide Plaza |
Columbus, Ohio 43216

Please give me detailed information
on Nationwide’s Group Insurance Plans.

Name

Company Name I

Address |

City

County.

State Zip |

ﬁl! INSURANCE !
| > MNationwide is on your side

1 Nationwide Life Insurance Company.

L An equal opportunity employer. ]
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Electronics
firm selects
Paul York

Paul York, 28, has been named
director of corporate insurance at
National Semiconductor Corp. in
Santa Clara, Calif., replacing Johna-
than Chapman, who left the com-
pany. His duties include property
and casualty insurance, pensions
and benefits. He is also in charge
of safety but will give up this duty
when a safety manager is hired.
Previously, Mr. York was corporate
insurance manager for approximate-
ly two years at Dairymen Inc. in
Louisville, where he hasn’t been
replaced.

® ® L

George Phillips, 56, has been
named director of insurance at
Morton Norwich Products Inc. in
Chicago. Previously, he was corpo-
rate risk manager for North Amer-
ican Philips in New York, where
he hasn't been replaced.

® * i

Joining the Potter & Brumfield
division of AMF Inc. in Prince-
ton, Ind., is Charles LaBolt, 38, as
manager of compensation benefits.
He reports to Jim Price, director of
personnel and industrial relations,
in his newly created position. Mr.
LaBolt previously was general su-
pervisor of salaried personnel at
Clark Equipment Co. in Battle
Creek, Mich. for 10 years.

* L *®

At Levi Strauss & Co., three recent
appointments have been made in
the benefits department. Sarah Wil-
liams, 27, has been named manager
of health and welfare plans in a
created position. She is responsible
for administration of all medical
benefits, life insurance, disability
and other welfare benefits plans.
Ms. Williams reports to Claire
Buckelew, assistant director of em-
ploye benefits. Ms, Williams's expe-
rience in benefits plan administra-
tion has been with the Clorox Co.
in Oakland for two years and with
Mercer & Co., a benefits consulting

Continued on page 49

classified advertising

RATES AND CLOSING TIME: $3.00 per line, minimum charge $15.00. 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 days preceding publica-
tion date. Published every other Monday. Display classified takes card
rate of $33.25 per column inch, and card discounts on size and fre-
quency. Mail ads to Business Insurance, classified advertising dept.,
740 N. Rush St., Chicago, Illinois 60611.

HELP WANTED | MISCELLANEOUS
ONE OF A KIND
ALLENDALE — | have a client who owns a BER-

APPALACHIAN MUDA INSURANCE COMPANY which
Seeking high caliber, aggressive
commercial property underwriter
two years minimum experience to
locate in Los Angeles or San Fran-
cisco. College degree or related
work experience required. Please
forward resume & salary require-
ments to:

has separated from its parent com-
pany—on a friendly basis. This un-
usual situation creates the need to
replace a substantial premium vol-
ume. This ad is directed to Risk
Managers, Insurance Buyers, Cor-
porations Associations, etc who may
wish to avail themselves of this
unique facility, All inquires will be
kept confidential,

ox 935, BUSINESS INSURANCE

740 Rush St., Chicago, lll. 60611

HELP WANTED
INSURANCE BROKER

Position for self-starting sales ori-
ented individual. Must be career and

May Tong
Western Regional Office
Allendale Insurance
10960 Wilshire Blvd.
Suite 1010 Los Angeles, Ca. 90024

Equal Opportunity Employer Male/Female

goal oriented. Chance for unlimited
earning power. Salary plus employee

benefit plans. Send resume to In-
dustrial Risk Management, Incorpo-
We represent a number of cli- rated, 312 W. State Street, Geneva,

ents throughout the US seeking lllingis 50134,
Benefit Managers and Assis- ==
tants. Salaries $18-$22K for As- .
sistants and $28-$40K for Man-
agers. Representative openings
in Michigan, Pennsylvania, N. C.,
Tennessee, Delaware, etc. fessional property and casualty sales
consultants. They will be generously
. rewarded based on a pre-established

formula including entertainment and
automobile expenses.

CORPORATE BENEFITS

SALES CONSULTANTS

This fast growing west suburban
Chicagoland agency has openings
for two additional aggressive pro-

+=|92p\53£3Av Send resumes to:
Bill BuEttnz' INC
INSURANCE PERSONNEL RESOURCES MOCE_E 3_‘&;;“519 )

2970 Prachires Road. N W s Sune 622
Ao, Georgra 30305 « 1904) 2622972

Downers Grove, ILL 60515

CASUALTY ASSOCIATES

EXECUTIVE SEARCH
CONSULTANTS
Stemmons North Office Park
11500 Stemmons Suite 114
Dallas, Texas 75229
214/620-2581
A specialized service for
the insurance and risk
management fields

RISK/INSURANCE
ADMINISTRATOR

A corporate line management position is available with a NYSE-
listed food service company (with over 800 full service restaurants
nationally).
Responsibilities will encompass the review of corporate activities to
identify risk and exposure to loss, determine risk treatment tech-
niques to be utilized, negotiate insurance contract & service agree-
ments, supervise all claims control & loss prevention activities, and
supervise the administration & management of our own subsidiary
insurance company. Qualifications include 5-10 years supervisory
experience in above functions in a retail environment; business
degree preferred.
If you meet our qualifications, we can offer you a challenging
career opportunity plus an attractive starting salary and fringe ben-
efits. For prompt consideration, please submit your resume includ-
ing salary history in confidence to:

Box 936, BUSINESS INSURANCE

740 Rush St., Chicago, 1Il. 60611

Equal Oppartunity Employer M/F

HELP WANTED

RISK MANAGEMENT
ADMINISTRATOR

$26,424 - $32,820 ANNUALLY

Excellent Fringe Benefits
A unique opportunity to administer
the second largest school district in

the country.

We need a proven manager who has
a minimum of 3 years of Risk Man-
agement Administrative experience
in a large public or private entity.

For information brochure and ap-
plication, contact:

LOS ANGELES UNIFIED
SCHOOL DISTRICT
CLASSIFIED RECRUITMENT UNIT

P.0. Box 2298
Los Angeles, CA 90051
(213) 625-4761

An Equal Opportunity

the Risk Management Department of |

Affirmative Action Employer

RISK/
INSURANGE
ANALYST

For our headquarters in
Northern Bergen County, New Jersey

We are seeking an individual with a minimum of 1 to 2 years of
property/casualty insurance analysis experience.

Position duties involve contract analysis, renewal control, prepa-
:'.atlnn of insurance reports and development of risk control statis-
ics.

We offer a competitive salary and a generous benefits package,
including tuition refund and savings plans.

Send resume, including salary history, in
confidence to Mrs. R. Miller, Employment Manager

MERCEDES-BENZ OF

NORTH AMERICA, INC.
One Mercedes Drive
Montvale, N. J. 07645

We are an equal opportunily employer, M/F

HELP WANTED

JOB POSSIBILITY in SAUDI ARABIA

An internationally backed insurance company with a large existing
and secure non-life portfolio, which is growing very rapidly, seeks
the services of a qualified general manager.

The candidate must have at least 15 years experience in all classes
of non-life insurance, practical knowledge of organization and
personnel control is required. A knowledge of Arabic language as
well as overseas experience would be advantageous. |deally the
age should be in the range of 40 to 50 years. Attractive net salary,
terminal gratuity and a bonus will be offered as well as free housing
and car; expenses of medical attention will be covered by employer.
Initial contract 3 years (renewable), starting early 1978. Application
with curriculum vitae and references should be sent to P.0. Box
1049, Jeddah, Saudi Arabia, Attention Mr. Jafar Askari.

INSURANCE

/7 RISK
MANAGEMENT

We are a NYC based international risk manage-
ment consulting firm and we presently require an
aggressive and imaginative individual to join our
team of insurance professionals.
We require 24 years casualty underwriting experi-
ence with a major company. A knowledge of
captive and other risk financing techniques is a
plus. It is essential that you possess a college de-
gree and have a well rounded insurance back-
ground along with a working knowledge of insur-
ance language and an analytical ability.
This is a challenging career opportunity that offers
a competitive starting salary and excellent com-
pany benefits.

For appointment call J. Palya

212-791-7468

AMERICAN INTERNATIONAL GROUP
102 Maiden Lane, NY NY 10005

An Equal Opportunity Employer, M/F

Insurance
Manager

Portland, Oregon

Evans Products Company, a Fortune 500 company, presently
is seeking an Insurance Manager at its Corporate Headquar-
ters in Portland, Oregon.

This position reports to the Director, Financial Services and
will be responsible for identifying and analyzing the risk of
loss and to determine an effective insurance and risk assump-
tion program. This person will also be responsible for policy
negotiations and claims administration. Candidates should
have a complete understanding of the entire scope of prop-
erty and casualty insurance, strong analytical skills and the
ability to communicate effectively. The successful candidate
should have a minimum of 5 years' related experience with
an undergraduate degree.

This position offers an excellent salary and benefit package.
To receive confidential consideration, please submit a re-
sume, giving details of your education, experience, salary
history and requirements to Chris Utter, Evans Products Co.,
1121 S.W. Salmon, Portland, Oregon 97208. Evans believes
in equal opportunity.

&

EVANS

PRODUCTS COMPANY




A question for every reader
of this magazine who
is afiduciary:

--.afiduciary liability claim
against me exceedls
the limits of my policy? or
- ...lam not insured ~
~ because I do not consider
.. myselfa fiduciary?

(Remember—the law defines who is
’ ‘orwhois not a iduciary, not you.)

- Professionaj Indemnity Agency, Inc.
| 3901.North Meridian Street
f‘indianapoli-s, Indiana 45208

Tel: (317) 924-5311 (212) 421-2033




Helping growing companies
cope with the
alphabet explosion:

8\ Ingenu

| Ingenuity.
@@ We can help save you time and
money. .. For example, our Loss
Control experts can make it easier
for you to meet OSHA requirements
...Our Benefacts specialists in
employee benefits communications
can help you comply with EEO and
ERISA reporting. .. If you're self-
insured, our Anistics people can
help you meet the FASB No. 5
accounting standards. . We have a lot of solutions.99

We at Alexander & Alexander are acutely aware of the Govern-
ment’s growing demands on growing companies. In many ways, our
specialists can ease the burden. Creating ways for you to meet perfor-
mance standards. Also record-keeping and information requirements.
At less cost than you might expect. Contact your nearest A&A Office

Inf ion Service, Dept. F10,
oo & Amonde e 710 A layxander
exander

1185 Avenue of the Americas,
Protectine corporate and human resources creativelv.

New York, New York 10036.



