
Second oil

refinery fire
in Philly;

Arco is hit

A nine-alarm fire lasted

over 18 hours at the

Atlantic Richfield Co.

(Arco) refinery, iust one
mile from where the

Gulf Oil Co. $10 million

refinery fire killed eight
Philadelphians in

August. Cause of the
Arco blaze and resulting

damages were
undetermined last week.

Arco insurance manager
Edward Kettel was

unavailable for comment

on insurance coverages;

however, Arco belongs
to Oil Insurance Ltd.

(OIL), a mutual whose

petroleum industry
members absorb

deductibles of $1 million
to $5 million.

Philadelphia Mayor
Frank Rizzo broke his

hip fleeing an explosion
caused by the fire, but
there were no deaths.

Product liability costs
force machine builder

to liquidate company
By SUSAN ALT

ST. PAUL, MN.-Havir Manu-
facturing Co., a small Minnesota
machine tool builder, is being
liquidated because it can't afford
products liability insurance end
at the same time afford to defend

itself against a rash of product
liability lawsuits.

Some risk and insurance ex-

perts have been predicting for
several years that this would hap-
pen. Havir, with $2 million to $3
million annual sales, is thought
to be the first company having to
go out of business because of un-
manageable product liability ex-
posures.

Machine tool industry officials
predict it won't be the last. "I
have no reservations about pre-
dicting more companies in the
industry will face this situation
and have to go out of business,"
stated one top executive of a press
builder.

Havir's board of directors unan-

imously decided the campany
couldn't afford to be without the

coverage either. John Lenz. presi-
dent, told Business Insurance that
the company's products liability
insurer, The Home Insurance Co.,
notified Havir in July it was ean-
celing the policy in 30 days.

Havir instructed its local agen-
cy, Fidelity Insurance Agency in
Minneapolis, and other brokers in
the area, to get quotes from other
underwriters. These quotes were
"50 times what we had been pay-
ing" in early 1975, said Mr. Lenz.
Most bids were in the area of
$150,000 a year for $500,000 cov-
erage with a minimum $5,000 de-
ductible per occurrence.

The company has an umbrella
liability policy covering up to $2
million in loss with Commercial

Union Insurance Co., with which
it has had no trouble. Havir's pre-
mium from The Home had jumped
to $10,000 from $4,000 in March,
upon renewal of the policy.

"I would liken it to a situation

where your personal auto insurer
says your insurance is going to,
cost $10,000 a year. We're not that
big. Costs in the area of $200,000
a year with no statute of limita-
lions on liability for these ma-
chines could break us," declared
AIr. Lenz. "We don't feel we

could raise our prices on machines
enough to tolerate that load. We
are competing in a field where
such price increases wouldn't be
tolerated.'

Havir employs 75 people and
builds about 1.000 small punch
presses a year.

Mr. Lenz said Havir has not

been sued for any press built in
fhe six years since the firm's
present owners took over. But
Havir has about 25,000 machines
in the field which were sold prior
10 1969, and the problem stems
from these presses. "We've had
lawsuits involving presses 30
years old,"as old as the company,
commented Mr. Lenz. He de-
clined to disclose exactly how
many open lawsuits Havir is pres-
ently defending.

Very few suits ever involve any
awards, he added. "But there is
the expense of defending them,
and often an out-of-court settle-
ment." Havir assists in the de-
fense, which is handled primarily
by the insurer. Mr. Lenz estimat-
ed it has cost the company an
average of $5,000 per case for de-
fense. He guessed probably 25%
of all suits against Havir have
been settled out of court.

Ha-vir's directors were influ-

enced in their decision to liqui-
date by the outlook for continued
economic uncertainty, but "99%
of the decision was based on the
product liability problem," said
Mr. Lenz. Directors of Havir rea-

soned that the trend is going to
get worse before it gets better, he
added.

"We've noticed a very dramatic
increase in this type of suit since

Continued on page 2
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Gulf pulls out of OIL; was a

founder and largest membdr
By MARGARET LeROUX

PITTSBURGH-Gulf Oil Co.,
one of the founders of Oil Insur-

ance Ltd. (OIL), the petroleum
industry's mutual insurance com-
pany, is withdrawing from OIL
effective Jan. 1, 1976, Business
Insurance learned.

Gulf, with assets of $12.3 bil-
lion, is the mutual's largest mem-
ber.

Gulf's pullout means a loss of
$1 million in premium income
for OIL, according to Joseph Ed-
wards, Gulf's assistant treasurer.
OIL currently has assets exceed-
ing $27 billion. Its premium in-
come for 1974 was $37.8 million.

Gulf's participation in OIL was
at a higher level than any other of
OIL's 27 members. Gulf is the
only participant in OIL with a
$10 million deductible. Other OIL
rnernbers have deductibles of

either $1 million or $5 million.
The maximum coverage avail-
able to any OIL member is $75
million.

Indications are that Gulf will
rely more heavily on its own Ber-
muda captive, INSCO, as well as
the commercial market, for cov-
erage. INSCO "will participate
more in the insurance program,"
Mr. Edwards said, adding, "we'll
still have a substantial amount of
insurance in the commercial mar-
ket."

Gulf's decision to withdraw
from OIL was based on "a re-
examination of our insurance

practices," Mr. Edwards stated.
He emphasized that the decision
is not to be taken as a sign of lack
of faith in OIL.

Gulf participated in the forma-
tion of OIL in 1971 because the
company was convinced the com-
mercial insurance markets were
not sufficient for the petroleum
industry, Mr. Edwards explained.
At present, however, "we think
the commercial market has im-

proved," he added, saying premi-
ums are now at a tolerable level.

Industry sources said Gulf's de-
cision to withdraw from OIL was
precipitated by a disagreement
within the organization over

whether to extend marine cover-
age to tankers. "The members
were bitterly divided over the
issue of marine coverage," a
source close to the organization
said.

Gulf reportedly felt there was
sufficient commercial market for
marine coverage and objected to
OIL's offering it.

Standard Oil Co. of California,
which opposed Gulf on the issue,
was successful in obtaining cover-
age for its tankers from OIL. OIL
decided to make marine coverage
available to members as of Jan.

1, 1976.
With Gulf's departure, Stan-

dard becomes the largest member
(based on assets) of OIL. Gulf
will not be completely out of OIL
until 1980, however. According to
the rules of the mutual insurer,
withdrawal is a five year process

SAFETY/SECURITY
REPORT

-7 onservation of assets-human and physical-is the
-/ essence of risk management. Workplace safety, fire
protection, and prevention of theft and burglary are at the
core of asset conservation. We've zeroed in on these vital
functions in our annual report on safety and security,
beginning on page 19 and running through page 65.

A number of stories were developed from speakers' re-
marks at the National Safety Congress. Other story topics
include: Hotel security, page 19. Bank security, page 20.
Electronic and guard surveillance in shopping malls, page
24. Retailers try harder to snare shoplifters, page 33, and
to foil employe thievery, page 56. But a shoplifter says it's
easier than ever to steal goods, page 40. We've probed
safety plans at companies including Questor Corp., Miller
Brewing Co., Brunswick Corp., Associated California
Loggers, Jeno's Inc., E. C. Braun, General Electric Co.,
Swift & Co., Inland Steel Corp., Kenner Products.

with the riember decreasing par-
ticipation by 20% in each of the
five years.

The risk distribution plan of
OIL was a major factor in Gulf's
decision to get out of OIL, 'other
sources said. "It's weighted against
the biggest companies," one source
noted. Premiums paid into OIL
are based on losses of all rnernbers,
then are prorated on the basis of
each member's gross assets.

But the smaller a company is,
the greater the chances its loss
proceeds will exceed its premiums,
a source explained. Gulf apparent-
ly felt it was being forced to car-
ry too big a share of OIL's risks.

Yet another significant factor in
the pullout, according to several
industry sources, was the treat-

Continued on page 12

Law limiting
liability tail s
lst court test

By ELISABETH M. WECHSLER

BOISE--A statute limiting
medical malpractice liability
claims to $150,000 was found un-
constitutional in a state district
court here.

As a motion is being readied to
appeal the decision to the Idaho
Supreme Court, there is some de-
bate as to whether :he decision
would be directly applicable to
other states which have instituted
statutory limits on malpractice
claims.

"In the 49 other states the law

would be upheld as constitution-
al, although I haven't studied oth-
er state laws in detail," said
Eugene C. Thomas, general coun-
sel for the Idaho Medical Assn.
and the Idaho Hospital Assn., the
plaintiffs in this action to test the
law. He is a partner with the law
firm of Moffatt, Thomas, Barrett
& Blanton, based here.

Mr. Thomas believes the Idaho

statute, which would limit liabili-
ty claims on physicians and "acute
care" hospitals, "meets the stan-
dards of due process of law under
state and federal constitutions."
He predicts the statute eventual-
ly "will be upheld as constitu-
tional under federal law.

"The judge's opinicn would up-
hold a statute in California be-
cause that state doesn't have an
Article I, Section 18," a provision
he believes is unique to Idaho
law. Mr. Thomas explained that
the spirit of this provision is based

' Ion the right of an individual to
Continued on page 12
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IMPORTANT

Enlarged Responsibilities
and Duties under

the Pension Reform Act

Trusts and Trustees have been exposed to significant legal
liabilities at common law to beneficiaries of the Trust. The recently
signed Pension Reform Act of 1974 which is effective January 1,
1975. for the first time by statute enlarges upon the liabilities of Trus-
tees, and most importantly places new responsibilities on "Fidu-
ciaries" of Pension Trust and Employee Benefit Plans.

While the duties of the Fiduciary are enumerated in the Act
inclusive of breach by Co-Fiduciaries, it is abundantly clear that the
only appropriate safeguard to shield against these onerous liabilities
is through the purchase of effective insurance.

At the present time. the solutions proposed by others as effec-
tivp insurance have serious deficiencies.

We propose a systematic solution to the problem by the pur-
chase at a minimum of the following forms of insurance:

1. Trust Reimbursement for Trustees, Fiduciaries and Pro-
fessional Administrators Liability Insurance,

2. Trustees. Fiduciaries and Professional Administrators in-

cluding Recourse Liability Insurance. and

3. Pension Trust and Employee Benefit Plan Errors and
Omissions Insurance.

Please write for the necessary application for this essentia
insurance to:

GAN
UNDERWRITERS, INC.

Thomas F. Sheehan, C.P.C.U.
President

Ram H. Chandarana. A.C.1.1.
Vice President

120 SOUTH RIVERSIDE PLAZA · CHICAGO, ILL. 60606
312/621-6511 621-6495, 621-6493 · TELEX 25-3623

All. Star puts
it all together
Have your standard markets closed the door on
your special and unusual risk submissions?

All-Star remains an independent and
innovative underwriting facility,
providing a stable market for primary and
excess coverages on a national basis.

Specialty lines agents with profitable and
seasoned accounts will find All-Star's underwriters
ready to serve their needs.

All-Star continues to provide
a key market for national and multi-state
property and liability programs.

F ALL-STAR INSURANCE
CORPORATION

UU Charles J. Murphy, Vice President & General Manager
5401 N. 76,h Street P.O. Box 2917 Milwaukee, Wis. 53218
(414) 466-8300 CABLE: ALLSTARWIS MILW TELEX: 2-6879

Havir liquidation...
Continued from page 1
no-fault has come into being, in
the last couple of years. The num-
ber of suits against us has dou-
bled in that time," he commented.
To Mr. Lenz's recollection, Havir
has not been sued by users of the
presses, but always by individuals
hurt while operating the ma-
chines. About one-third of the

time, he estimated, the workers'
compensation insurer, which had
paid a benefit in an employer's
name, enters into the suit.

Other press builders also noted
that frequently the workers' com-
pensation carrier holds the man-
ufacturer liable, either at the out-
set for the initial work comp ben-
efit or later, in a subrogation ae-
tion.

To wit, one large Midwestern
press builder told a story about
one of its machines cutting off a
worker's hand in a Southern

plant. This press builder was no-
tified immediately after the acci-
dent, by the employer's insurer,
that a subrogation action would
be filed unless the press builder
voluntarily agreed to pay the
workers' compensation benefit to
the worker, which it is doing.

Some machine tool producers
with catastrophic product liability
exposures blame lawyers for find-
ing injured parties and instigating
suits. The majority of product lia-
bility actions against press build-
ers are filed by injured individ-
uals who have no further recourse

against their employers. This is
because the employers have no
liability beyond the statutory
workers' compensation benefit.

And there, say several of the
leading press builders' executives,
lies the villain. "The real prob-
lem," states C. J. Keller, president
of Chicago-based Verson Allsteel
Press Co., the country's largest
press builder, "is that antiquated
workers' compensation laws take
the employer off the hook for lia-

bility to injured workers."
"I think we need legislative

help" with this problem, affirms
Hal Kibbey, executive vp of the
E. W. Bliss division of Gulf +
Western Industries, another lead-
ing machine tool producer. "The
people who, in our opinion, are
largely responsible for the acci-
dents are not bearing the finan-
cial impact of the accidents. Be-
cause the limit of liability of the
plant operator or owner is the
work comp benefit, the injured
party seeks recourse against us."

Another press builder cited a
recent official finding of products
liability premium hikes averagi
ing 10.8 times for the industry in
the last five years. He also be-
lieves lawyers are merely taking
advantage of a "situation that ex-

ists. The error lies in permitting
that situation to exist. I think
most work comp benefits are far
too low, and that is the problem.
Also the rules should allow us to
sue employers for negligence" in
the use of the presses, this ex-
ecutive maintained.

"Most cases involve negligence
at least to some degree on the
part of the employer, in not en-
forcing safety rules, not Inain-
taining machines, permitting un-
safe work practices," he said.

Apparently Havir is not the
only machine tool builder facing
a demise because of this problem.
Although several other small
press builders said they have no
plans to curtail operations, "we
know of several smaller press
builders who've said they have
serious problems," commented
Mr. Kibbey of E. W. Bliss, based
in Scuthfield, Mi. His comment
was substantiated by several oth-
er firms in the field, but no names
of firms facing these difficulties
could be obtained.

Bliss, in business since 1857,
has about 250 000 presses in the
field, probably about as many as
all other builders put together.

129
o Po. Corporotion complly j

"We've found, though, that the
age of machines is not the cause
of accidents. About 95 % of acci-
dents are caused by hurnan er-
ror," said Mr. Kibbey, noting
most accidents seem to occur on
smaller presses.

Bliss self-insures against the
first $100,000 of its products lia-
bility exposures, a deductible it
went to two years ago. Mr. Kib-
bey has two fulltime engineers
on his staff handling nothing but
products liability.

Most press builders do not have
the type of insurance which cov-
ers rising costs of defense, and
these costs can sometimes run as
high as $100,000 on a complicated
case. A large press builder will
often pay between $75,000 and
$150,000 for its products liability
coverage with huge deductibles.
One company whose premiums
have quadrupled in four years
expects more hikes soon because
it has a $500,000 annual aggre-
gate retention in its product lia-
bility policy "but losses have been
running in excess of $1 million."

It is not unusual for a medium
to large sized press builder to
have between 50 and 150 product
liability lawsuits against it at any
one time, depending on how many
machines it has in use.

Machine tool builders are

plagued by product liability in-
surer cancellations. R. David Ma-

thias, president of L&J Press
Co. in Elkhart, In., believes near-
ly every press builder in the
country has been dropped by an
insurer at least once in the last
five years. Mr. Mathias views
product liability as the most seri-
ous problem the industry has.

James Loshbough, vp and gen-
eral manager at Federal Press Co.,
Elkhart, says his insurance has
been cancelled twice in the last
five years. Product liability pre-
miums have risen 5,300% since
1968, to the staggering sum of
$75,000 to $80,000.

Federal Press, about twice the
size of Havir, now has virtually
first-dollar product coverage with
Yosemite Insurance Co. after can-
cellations by Reliance Insurance
Co. and Continental Insurance Co.
said Regina Baker, treasurer. Fed-
eral's primary policy limit is
$300,000. Umbrella liability cover-
age with The Home Insurance Co.
goes up to $10 million.

Federal has approximately 20
lawsuits open currently. Ms. Ba-
ker noted that these products lia-
bility lawsuits seldom if ever ask
less than $1 million damages, and
in recent months frequently ask $3
million to $5 million damages.
Most cases are settled out of court

by the primary insurer, she said,
estimating the average settlement
at $20,000 to $50,000.

A year ago, when Federal
changed to Yosemite ( with only
a $250 deductible under the pol-
icy), it got quotes from a num-
ber of other insurers. Most were

two to three times higher than
what Federal is paying with Yose-
mite, and went as high as $250,000.
Most involved $10,000 to $25,000
deductibles, plus retrospective ad-
justments on any settlements. •
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Study confirms mal practice insurers show red ink
SACRAMENTO, CA.- Seven

major insurance companies, which
have written malpractice liability
coverage in California during the
15 years from 1960 through 1974,
will pay out $183 million more
than they collected in premiums
during the same time span.

At the same time, it is esti-
mated that, utilizing a 12-year
tail after the year a policy is in
force and excluding any expense
loading, losses will exceed pre-
miums in that period by 170%.

These are just a sampling of
the provocative conclusions con-
tained in an interim report on the
malpractice situation in California
issued early this month by the
state Auditor General's office.

The 45-page report-which has
been curiously ignored by the
state's politicians, some of whom
have pointed to the insurance in-
dustry as the cause of the mal-
practice problem-is laced through
with dramatic assertions regard-
ing the financial health of liability
insurance carriers in California-

and, by extension, everywhere
else in the nation.

"Our preliminary evaluation

of the seven malpractice insurance
carriers... indicates their fi-

nancial condition has undergone
serious erosion over the last five

years and they currently face in-
solvency," the report declares.
Significantly, it adds that the in-
surers, over the past five years,
have shown a composite loss of
108% from underwriting on all
lines of liability coverage.

The report does not identify the

companies under scrutiny except
to note that the state insurance

department has issued cease and
desist orders for two of these com-

panies (actually, the two, Signal
and Imperial, are now under con-
servatorship) and has advised
another company to restrict its
writings of malpractice.

An eminent industry source,
however, told Business Insurance
that the other companies in the
study are: Pacific Indemnity Co.,
American Mutual Insurance Co.,

Hartford Insurance Co., Travelers
Insurance Co. and either Argonaut
Insurance Co. or St. Paul Insur-

ance Co.

The report only describes the
companies as "both current car-
riers and some that have a long
history in the field but which are
no longer writing malpractice in
California."

The projected $183 million

which these firms will ultimately
have to pay out in excess of what
they collected in premiums is a
bare-bones figure, the report says.
It does not, for example, include
any provision for indirect expen-
ses, investment earnings on pre-
miums held, inflation or increases
in claims frequency.

The report estimates that the
companies earned $263,034,000 in

premiums for the period 1960
through 1974 and have already
paid out $114,663,000. While this
would not seem to indicate a loss,
the report asserts that when claim
payments are related to the year
of insurance (policy year), the
result is that as 6f last December

31, the companies paid out more
in losses for the years 1963
through 1968 than they received
in premiums.

Further, noting the tail that ac-
companies the malpractice busi-

ness, the report points out the
companies have estimated an ad-
ditional $1,131,000 will be paid
out on the claims reported to
them for policy year 1965 but
which had not yet been settled.

Yet those figures pale bef6re a
forecast made by Booz-Allen Con-
sulting Actuaries, and cited in the

report. The firm is said to have
predicted ultimate losses to mal-
practice insurers in California for
the 15 years covered will soar to a

stunning $400 million, even after
allowances have been made for

such factors as investment income.

The investment procedures of
the seven companies came in for
sharp scrutiny in the report.

Indeed, the report states that
the potential insolvency of these
companies "has been brought

about primarily by common and
preferred stock investments made
with policyholders' funds and the
procedures used for valuing the
investment portfolio."

Accordingly, it notes that the

California insurance commissioner

has adopted for malpractice car-
riers the "valuation procedures for
bonds and stocks" issued by the

securities valuation office of the
National Assn. of Insurance Com-

missioners. The result of this ac-

tion, says the report, is that bonds
must be carried at amortized book

value and that stocks, both com-
mon and preferred, must be
shown at market value.

The report goes on to suggest
that it was the potential for in-
vestment gain which lured in-
surance companies into "intention-
ally" charging inadequate rates
for malpractice insurance.

"Liability insurance carriers

must increase premiums in order

to improve their underwriting re-
sults," the report asserts. "How-
ever, any increase in premiums
without the injection of new cap-
ital will on a temporary basis, in-
crease risks to policyholders and
further erode the financial con-

dition of the carriers."

A central problem has been the

erratic stock market, according to
the report. The companies, long
accustomed to increasing their

surplus and writing new business
when their equity portolios rose,
came to shoulder new risks with-

out "having invested permanent
capital."

The report continues: "When

stocks experience sharp declines,
a possibility exists that the in-
dustry could be declared insolvent

even though the actual market
value of their equity investments
is greater than their historical
COS:."

This possibility exists, the re-
port maintains, because regulation
regarding investment does not

consider the effect of "negative"
leverage. Pointing out how this
leverage can result in insolvency,

the report, again using the major
malpractice insurers, estimated
their policyholders surplus as of
Dec. 31, 1974, at $323,904,000. Yet
it says "unrealized losses from
common and preferred stock in-
vestments "totaled $117,757,000 or
36.4% of the surplus figure. Nev-
ertheless, it also notes the actual
market value of equities in ques-
tion was 10% higher than original
cost.

The report estimates the ratio
of net premiums written to policy-
holders surplus for the composite
of the malpractice carriers in Ca-

lifornia at 1:8 in 1971; 1:5 in
1972; 1:7 in 1973 and 4:3 in

1974. The five-year average of net
premiums written is $749,923,000
against a policyholders surplus
$376,765,000 for a 2:1 ratio.

In commenting on the interim
Continued on page 4
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Rollins Burdick Hunter can help guide your company through the
benefits maze to hold and attract good people through specially

designed benefit packages.
RBH designs, updates and improves both qualified and

nonqualified pension and profit sharing plans for corporations,

partnerships and sole proprietorships.

For group life, health and disability insurance, RBH not only

creates innovative programs at competitive costs, but continually

monitors underwriter performance to control costs and maintain
quality of service.

For the unique needs of your key executives, RBH designs
individualized insurance plans that can provide substantial cash
benefits at retirement.

Whatever your business insurance needs... RBH can serve you.
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10 South Riverside Plaza
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Bank must pay alarm supplier for cost
incurred after bank lock-box robbery

By JOANNE GAMLIN

SANTA ANA, CA.-United

California Bank's indemnity
agreement with Orco Alarm Co.
was upheld by Orange County
Superior Court in the case that
springs from the $3.3 million

bank vault burglary in March,
1972, of the Laguna Niguel
branch of UCB.

Superior Court Judge Claude
M. Owens, at the same time, de-
nied a motion for a new trial

made by Arthur Hews, attorney
for the 36 plaintiffs in the case.
He also denied a motion made by
UCB's chief defense attorney,
Claire D. Johnson, for a judgment
notwithstanding the verdict.

The jury in the case last July

found United California Bank to

be liable for negligence, breach
of express warranty and bad
faith and returned a verdict for

compensatory damages and for
mental distress in the amount of

$1,209,000. Attorney Hews has re-
quest a verdict for compensatory
and punitive damages totaling
over $11 million. (Business In-
surance, June 16 and July 14.)

Robert Williams, senior vp at
UCB, told this magazine that the
bank will not appeal the verdict
or the court ruling on the indem-
nity agreement.

Because the court upheld the
indemnity agreement that Orco
Alarm Co., also a defendant in
the case, held with the bank, he

said that the compensatory dam-
age segment of the award, total-
ing $924,000, would be reduced
by about $36,000.

UCB's safety deposit liability
carrier, Fidelity & Casualty of
New York, will cover the com-
pensatory damage segment of the
total award and therefore will

benefit from the court's ruling on
the indemnity agreement, he said.
UCB has a $25 million safety de-
posit policy with Fidelity & Cas-
ualty of New York with no de-
ductible. Business Insurance

learned.

Stephen Marks, the attorney
representing Orco, which is part
of Honeywell Corp., explained
that the $36,000 figure represents
the amount of money which the

Congratulations: you didn't have
a computer fire again last year.

You're one of the

lucky ones.
Unfortunately too

many companies last year
did suffer major business
interruptions due to fires .\

A

in or near their computer
rooms. --

What's even more

unfortunate is the fact that ' 
a lot of the damage,
clean-up and downtime i.could have been avoided.

Days of Downtime vs. r t

a Few Seconds of Halon

These companies could have
been protected by a high speed
Fenwal Halon Fire Suppression
System.

The system that snuffs out fires
dry. Just seconds after they start.

And lets you get right back to
work No wet mess to clean up.

With some systems you've got
to evacuate

a room

before the

extinguish-
ing agent
can go to
work.

But

because

Halon 1301
is harmless

to people, it
can start snuffing out the flames
immediately. Which gives you the
fastest jump on the fire.

With ordi-

nary systems
there's usually
at least 48 FENW

Nobody in the world has more experience i

alarm company paid to the 36
plaintiffs to settle its part of the

lawsuit brought against UCB.
He said that after settling with

the plaintiffs, Orco filed a com-
plaint arguing that the bank had
signed a contract promising to in-
demnify Orco for all losses re-
sulting from any dysfunction of
the alarm system installed in the
Laguna Niguel bank.

He remarked that to his knowl-

edge this is the first time that a
court has upheld an indemnity

agreement between an alarm com-
pany and a bank and he indicated
that the ruling could reduce alarm
companies' third party liability
exposures in the future. The rul-
ing could also work to reduce
alarm companies' liability in sub-
rogation cases, he said.

He noted that Cal-Union is Or-

co's liability insurer.

The ruling means UCB must in-
demnify Orco for both the $36,000
paid to the plaintiffs and for the

hours of clean-up before
your computer can go
back on line.

With a Fenwal sys-
tem there's virtually no
dean-up, no shorted-out
wires. No electrical shock

hazards. No damage to
tapes or records.

Fenwal's unique,
modular system permits
rapid agent discharge and
easy extension of existing
systems.

Why Push Your Luck?
The consequences of a computer fire
are a lot more devastating than you
might think. Despite all the precau-
tions you take.

At Fenwal we've got docu-
mented proof that our Halon Fire
Suppression Systems are the solu-
tion to the damage -dia

and downtime of 
computer room
fires.

It's proof you
can see for yourself.
In a film called

"The Fireaters".
We think it will

convince you that •
you need more than luck to keep
your computer in business.

To arrange a viewing, call us at
(617) 881-2000. Or write to Fenwal
Incorporated, Ashland, MA 01721.
A Division ofWalter Kidde & Co., Inc.
Ourlocal, service-oriented distributors

arelistedinthe

yellow pages
under"Fire
Protection".

n fire and explosion suppression systems. FM Approved -UL Listed

alarm company's attornies fees,
which amount to about $34,000,
Mr. Marks commented.

Mr. Williams said UCB has no

insurance covering losses stem-
ming from the indemnity agree-
ment.

However, he emphasized that

the real problem confronting the
bank lies with that segment of the
court verdict covering the award
for mental distress.

Fidelity & Casualty contends it
is not liable for covering mental
distress, he asserted, noting that
negotiations are continuing with
the carrier to resolve the question.
Mr. Williams indicated he would
not rule out a court fight to settle
the question.

A risk manager at a major bank,
however, said he had never heard

of safety deposit liability coverage
going for claims of mental distress.
"And I have read safety deposit
liability policies for 40 years," he
declared.

Similarly, the insurance mana-
ger at another major bank, based
in Los Angeles, said that he does
not believe that safety deposit li-
ability insurance can cover mental
distress.

It was pointed out by one of
these managers that Pacific In-
demnity Co., United California
Bank's carrier for comprehensive

general liability insurance (CGL),
sent no legal representation to the
pre-trial hearings.

UCB's $25 million safety deposit
liability coverage is much higher
today than it was in 1972, the year
of the burglary. However, the
bank does not have robbery/bur-

glary insurance, the far more ex-
pensive form of safety deposit

coverage which permits a bank to
reimburse depositors who report
losses without a court trial to es-
tablish liability.

A large San Francisco based
bank recently purchased robbery/
burglary insurance coverage. A
spokesman, who said he did not
want to be identified, said that the
bank took this action after it

learned that UCB was taking the
Laguna Niguel case to trial. •

Study...
Continued from page 8
report in a letter to its mem-
bers, the Assn. of California In-
surance Companies, San Francisco,
observed that the report "refl-ct-
ed the position of the industry-
i.e., that it is not responsible for
what is know as the 'medical mal-

practice crisis. , ,
However, the association alsc

viewed the report with measured
alarm. It said::„The Auditor Gen-

eral has made certain other edit-

orial and gratuitous rernarks

which bear upon the entire in-

dustry. As we read it, these re-
marks are open invitations for an
examination of the essentials of

the insurance business."

The full report was aimed at
educating state legislators on the
malpractice situation before they

voted on a malpractice insurance
law. However, the new law, au-
thorized by assemblyman Barry
Keene (D. Eureka) was signed
last month.

Its major provisions are: A
$250,000 limit on awards for 'pain
and suffering'; a three year statue
of limitations; a ceiling of 10% on
all awards over $200,000 that law-
yers can claim as their fees; the
addition of seven non-physician
members to the state board of

medical examiners and an in-

crease in the board's power to
evaluate and discipline doctors;
the provision for the insurance de-
partment to review malpractic€
rate increases of 10% of more.

The 25,000-member California
Medical Assn. supported the bill.
But the State Bar of California

and the California Trial Lawyers

Assn. vehementally opposed it. m



Packaging firm puts lid on
insurance losses. Saves a bundle.

How does a company turn an
average safety record into an
excellent safety record? And save
on premium costs?

0

We can tell you one way it's done.

One of our policyholders is the
Lawless Container Corporation of North Tona-
wanda, New York. They'd had a passable, but not
enviable, safety record for a number of years. Then
the manager at the main plant really took our safety
recommendationsto heart. And workmen's compen-
sation claims dropped from 87 to 59 in the first year.

When the safety-minded plant manager was pro-
moted to production manager for all three Lawless
plants, his concern for safety spread through the
whole operation. The next year, claims dropped to
51 cases. Then down to 40. And last year, the total
was less than half that.

1/

Besides reducing the number of
claims, our policyholder's use of
our unique advisory service for

4 controlling the types of accidents 440048 that are most cost/y made a big
1000 difference in his accident costs.

All this, during a time of increased em-
ployment. Yet, today, workmen's compensation
premiums are lower than ever. That's the kind of
competitive edge any company would welcome.

It may be too easy to say that management's in-
volvement is always the answer. But we've seen the
results too often to ignore the connection.

At Employers Insurance of Wausau, we work hard
at reducing the ultimate cost of business insur-
ance. And when our policyholders work at it too,
good things are bound to happen. Ask the Lawless
Container Corporation.

COME TO THE SOURCE

Get theWausau Story

1 W«AUS AU *A

hr

EMPLOYERS INSURANCE OF WAUSAU Wausau, Wisconsin



6/business insurance, October 20, 1975

7 HIGH
PERFORmAnCE
In /PECIAL Rl/Ki
" the Special Risks business is a performance
business. You've got to perform - regardless of the market
conditions. That takes people and experience. We've got both."
Excess Liability • Umbrella
Commercial Property • Excess Workers' Compensation

INSURANCE SERVICES

3435 Wilshire Blvd., Los Angeles, Ca. 90010 •(213) 381-6501

® *., 111 Pine St., Suite 1315, San Francisco, Ca. 94111 • (415) 982-2782
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increased tanker losses
blamed on heavier loads

NEW YORK-Thirteen tankers
reported total or constructive total
losses in the first half of this year.
That unlucky number is actually
double the amount of total tanker

losses of the two previous years
during the same period.

According to a report released
by a tanker specialist here, the
reason for the dramatic loss in-

crease could be directly tied to a
basic mismanagement of risk.

Since mid-1968, following the
adoption of the International Con-
ference on Load Lines of 1966,

tankers have been carrying more
cargo and riding deeper in the wa-
· ter without any strengthening of
the tanker hull.

Arthur McKenzie, who is direc-
tor of an organization here called

fe
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Self insurance can help you
cut the fat out of overhead

Management today is critically concerned with cost
reductions. Understandably so.

This means that today, perhaps more than ever be-
fore, self insurance can be the means of trimming ex-
penses. Of keeping insurance premiums in your own
working capital. Of accruing cash flow
benefits. Of avoiding tough underwriting
and unbending insurance company
policies.

Your own customized Gallagher-
assisted program allows you to retain "

/the small risks and transfer the large

ones to an excess carrier. And it can provide effective '
coverage, not only for workman's compensation, but
for all exposures: property; auto, products, and general
liabilities; dishonesty; employee fidelity, and others.

Last year we handled more than 32,000 losses and
claims, and we administered client funds

exceeding $21,400,000.
To see how you can have a better

insurance program with a reduction in
overhead, let us give you a detailed
competitive comparison of your pres-
ent plan. Please contact us.v./1.qpp

ARTHUR J. GALLAGHER & CO.
1 E. Wacker Drive, Chicago, Illinois 60601 · Phone 312/321-1700

• An International Organization Providing Excess Coverages and All Related Services for Self Insurers
• Brokers for Commercial, Industrial and Institutional Insurance Programs

the Tanker Advisory Center, is
urging that the Intergovernmental
Maritime Consultative Organiza-
tion of the United Nations review

recent sinkings, particularly in the
area off Cape Hatteras to deter-
mine if any changes are required
in the present load line interna-
tional regulations.

Mr. McKenzie released second

quarter 1975 figures on worldwide
tanker casualty returns in which
he pointed out the worsening ex-
perience of serious tanker losses.

Drawing on casualty data from
Lloyd's list, published by Lloyd's
of London, Mr. McKenzie's find-
ings included losses on ore/oil and
bulk/oil vessels, tankers and cer-
tain liquid gas/oil carriers of 6,000
deadweight tons and over.

One bright spot in the report is
that the number of reported cas-
ualties has dropped, even though
collisions were up.

Mr. MeKenzie attributed this to

the general introduction of deduc-
tibles in many marine insurance
policies.

Another factor in the drop of
reported casualties is that many
tankers are j ust tied up at dock,
and are not in use due to an ex-

cessive surplus tanker capacity.
Over 500 tankers at midyear were
reported in drydock.

One loaded tanker that sank in
heavy weather the first half of this
year was the tanker Spartan Lady.
It was carrying 20,000 tons of oil
and went down in hurricane-force
winds 160 miles southeast of New
York in April.

Mr. McKenzie reports that since
November of 1969, six tankers
have sunk in this general area with
a loss of 95 men and over 150,000
tons of oil.

In the preceeding five years,
only one tanker was lost in the
sanne area.

While the center's report notes
that some of the worsened experi-
ence could be due to greater traffic
density, a decline in experienced
officers worldwide, or "acts of
God," it said the most probable
explanation was the practice
arnong tankers to carry more car-
go and ride deeper in the water
without increasing their own
strength. m

Price wars

are roots of

insolvencies
INDIANAPOLIS--Price wars,

not inflation, are the main cause
of insurance company insolven-
cies, according to H. Peter Hudson,
Indiana's commissioner of insur-
ance.

In a panel discussion at the
29th annual convention of Indiana
Insurance Agents Assn. Mr. Hud-
son said he rejected the idea that
inflation is the root cause of the

insurance industry's insolvency
problems.

Insurance companies historically
have been able to cope with in-
flation more effectively than other
industries, the commissioner stat-
ed.

Expressing alarm over the
number 6f insurance company in-
solvency notifications, Mr. Hud-
son said the time has come "to re-

verse company attitudes" on com-
mercial lines and return to basic

insurance principles, including
"getting an adequate price for
the product." m
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DO YOU NEED
4 Loss and Claim Data Flexibility?

* To Move Risk Cost Control Into

Regular Management Channels?

Risk Cost Stabilization will provide the statistical information you need, according to the report for-
mat you set up. It will help you administer claims more efficiently, smooth out risk costs and make
cash flow more predictable. What's more, you will be better able to communicate risk control per-
formance to top management.

If you would liketo know moreabout Risk Cost Stabilization, and how itcan helpyou control your insured
and self-insured risk costs, call or write us today. We will be pleased to send you a sample printout of
one of our management reports.

risk cost
stabilization

THE WORLD OF PROBLEM SOLVING

A SUBSIDIARY OF

111 NATIONAL LOSS CONTROL SERVICE CORPORATION
lf-empeR CORPORaTEn

Long Grove, Illinois 60049

-      CALL TOLL FREE 800 323-9585 IN ILLINOIS CALL 312 540-2400
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info for buyers
T o receive literature listed in Info for Buyers write directly
1 to the name and address accompanying each item, mention-

ing that you saw the offering in Business Insurance. Readers
are welcome to submit items for possible inclusion in the column.
All items that are free and have informational value to readers

are eligible. The column will also consider items for which
there is a modest handling charge. A sample of your literature
should be sent to Info for Buyers, Business Insurance, 740 Rush
St., Chicago, Il. 60611.

• A kit of brochures from the

National Loss Control Service

Corp. provides details on its vari-
ous services, including wastewa-
ter analysis, noise control, labora-
tory analysis, occupational health

0

consulting, industrial hygiene con-
sulting, product safety consulting,
OSHA consultation, risk cost
stabilization and self-insured

claim and loss control. For a free

kit, write to NATLSCO, Long

Grove, Il. 60049.

• A 20-page question and an-
swer booklet ·on Industrial Noise
and Hearing Loss is available

from Maico Hearing Instruments.
It covers acoustical measure-

ments, noise control, protection
for the employe, hearing meas-
urements and documentation. For

a free copy, write to Maico Hear-

ing Instruments, Minneapolis, Mn.
55435.

• A series of brochures from

Dymo Products Co. provides a
Guide to Effective Safety Sign-
age. Principles of safety commu-
nication and a survey of safety
sign uses are included, along with

price lists for Dymo sign-making
products. For a free kit, write to
Dymo Productg Co., Willow Hill

KALER CARNEY LIFFLER & CO., INC.

SINCE 1892

(212} 747- 1260
I.T.T. KCARLEF 422897

0

Boston · New York · London

FACULTATIVE AND TREATY

REINSURANCE SPECIALISTS

EXCESS OF LOSS AND SURPLUS

127 John Street, New York, N. Y. 10038

W.U. TELEX # 12-9243

MARINE INSURANCE

Stayingahead takes a willingness to do more and the ability

to do it better. Our position of leadership in this specialized

field comes through adhering to the highest ideals of serv-

ice for more than 87 years.

For ability and service beyond the expected "ASK McGEE"!

*cGEE& cO WM. H. McGEE & Co.,Inc.
kC' MARINE UNDERWRITERS

SINCE 1887

gs> 111 John Street, New York, N. y. 10038
2 UND £9

Offices in Principal Cities

Throughout the United States & Canada

....................................

Executive Center, 550 Frontage
Rd., Suite 2033, Northfield, Il.
60093.

• Granet Corp., makers of in-
dustrial protection gloves, is of-
fering Protect Hands, a brochure
of products available and a check-
list for determining glove needs.
For a free copy, write to the firm
at 25 Loring Dr., Framingham,
Ma. 01701.

. Handbook & Standard for

Manufacturing Safer Consumer
Products, published by the Con-
sumer Product Safety Commis-
sion, outlines a step-by-step

method to implement a product
safety policy and procedures.
Technical recommendations focus

on design review, identification
and evaluation of potential haz-
ards, documentation of any
changes in design, materials or
production that could affect safe-
ty, safe production practices,
maintenance of records and prod-
uct safety audits. Single copies
are available at no cost from the
Commission in Washington, D.C.
20207. Additional copies may be
purchased from the Superintend-
ent of Documents, Washington,
D.C. 20402 at $1.50 a copy. Use
order No. 052-003-00103-9.

e The advantages of coating plas-
tic safety lenses with TEMA II,
made by American Cyanamid, are
explained in a question and an-
swer booklet from Glendale Op-
tical Co., Glass or Plastic? For a
free copy, write to Glendale Op-
tical, 130 Crossways Park Dr.,
Woodbury, N.Y. 11797.

• Let's Clear the Air About Res-

pirators provides answers to ques-
tions about personal respiratory
protection in the work environ-
ment. For a free copy, write to
Willson Products Division, ESB
Inc., P.O. Box 622, Reading, Pa.
19603.

• National Loss Control Service

Corp., a subsidiary of Kemper
Corp., is offering a booklet on
how maps can be made of work-
places showing the range of noise
levels at various points. Noise Da-
ta that Can Be "Seen" is free by

writing to Norman R. Dotti, P.E.,
Manager, Noise and Vibrations
Services, Environmental Sciences
Division, National Loss Control
Service Corp., Long Grove, Il.
60049.

• Institutional Research Consul-

tants has published Court Inter-
pretations of the Business Pursuits
Exclusion in Personal Liability In-
surance Policies, a report that
analyzes the latest court decisions
dealing with the "business pur-
suits" exclusion which is common

to all personal liability policies. It
magnifies the consequences of not
adding the "business pursuits" en-
dorsement to a policy. It.also de-
fines a "business pursuit" and will
aid the reader in determining
where he would stand in the event

of legal actions. The price is $5.
Mail requests to 5725 Fremont
Pike, Box 181, Stony Ridge, Oh.
43463.

• A Defense Research Institute

Inc. publication examines Liability
of Attorneys, the fourth in a se-

ries of DRI monographs on pro-
fessional liability problems. The
rePort covers the nature of the at-
torney-client relationship, grounds

of liability, applicable standard of
care, and liability to third parties.
Liability under the federal securi-

ties acts, burden of proof and
measure of damages, and profes-
sional liability insurance are also

examined. Written by New York
attorney Robert R. Hume, the re-

port includes an appendix of basic
forms giving a comparison of at-

torneys' errors and omissions pol-
icies. The report is available to

DRI members and subscribers for

a handling fee of $2.50 and to
non-members for $5, prepaid
through the Defense Research In-
stitute, 1100 West Wells St., Mil-
waukee Wi. 53233.

• A new international employe
benefits booklet is available from
Kwasha Lipton. It describes the
service, staff and history of the in-
ternational division of Kwasha

Lipton, and it defines the six ma-
jor problems faced by designers of
compensation and benefit pro-
grams for multinational companies.
For a free copy, write to Henry F.
Magnusen, director-client ser-
vices, Kwasha Lipton, 429 Sylvan
Ave., Englewood Cliffs, N.J. 07632.

• Basic Planning for Pilferage
Control is a brochure from Wells

Fargo Guard Services which de-
scribes methods and procedures
essential for a successful basic

theft and pilferage control pro-
gram. It includes information on
physical security plans and em-

vp, Wells Fargo Guard Services,
Randolph Park West, Route 10,
Randolph, N. J. 07801.

• The ABCs of hearing conserva-
tion are presented in an employe-
directed booklet, Noise and You,
published by the David Clark Co.

,

1/1 :r' N %

« i« -

/

*2-TAr-TAT * f e¥"Ki

**Yi f>?44
'4,11#< 4-8-%475#44

11.e AS C/5 4 HEARING Cop*68*-not

Inc., makers of noise protective de-
vices. For a free copy, write to the
firm at 360 Franklin St., Worcester,
Ma. 01604

. Hi-Ex Foam is a 12-page pam-
phlet by the Walter Kidde & Co.
on high-expansion foam fire ex-
tinguishers. Details on how the
foam works, how it is used, and
the variety of systems available
are accompanied by charts and
illustrations. For a free copy write

& Co. Inc., 675 Main Street,
Belleville, N.J. 07109.

. Photographic Identification

Services details the need for a

positive identification system and
how the Wackenhut photo ID
system is utilized by business, in-
dustry, institutions and the pro-
fessions. For a free copy write to
J. C. Bachmann, Wackenhut

Corp., 3280 Ponce de Leon Blvd.,
Coral Gables, Fl. 33134.

• The Physical Security Check
List is a questionnaire enumerat-
ing all of the areas around business
premises which should have max-
imum security at all times. It in-
cludes basic questions every com-
pany should ask itself about these
potential security risks: facility 10-
cation, landscaping, fencing, exte-
rior lighting, doors and windows
and the kinds of locks used, key
control, roof access to buildings,
railroad spur lines, employe lock-
ers, outside parking lots, company
vehicles and fire protection. It is
published by Security Services
Inc. For a free copy, write Allen

Silvarman, Security Services Inc.,
P.O. Box 123, Southfield, Mi.
48075.



Texas hospitals get
'go' sign on reciprocal

By LINDA MOSKOWITZ

AUSTIN, TX.-The Texas
Hospital Insurance Exchange
(THIE) was granted a certificate
of authority by the state board of
insurance, and operation of the
new reciprocal insurer is now
contingent upon obtaining ade-
quate reinsurance.

Negotiations are underway
with several major domestic re-
insurers as well as some interna-
tional firms, including Lloyd's of
London, according to John Kel-
lam, Boon Chapman Agency, con-
sultants-attorneys for THIE.

The Texas Hospital Assn.
(THA), parent of the THIE, has
mailed out confidential survey
questionnaires to its members in
an effort to provide reinsurance
companies with "updated statis-
tical liability information because
of the drastic changes that have
occurred recently," according to
the Boon Chapman, which is acl-
ministering the survey.

One of the major changes in
the Texas hospital liability and
malpractice situation is the with-
drawal of Argonaut Insurance Co.
from the market. The primary
reason for this action by the in-
surer was the denial of a rate in-
crease by the state board of in-
surance earlier this year (Busi-
ness Insurance, Aug. 25), said
Mr. Kellam. At that time, the
board issued an order that all
malpractice and professional lia-
bility rates would be frozen and
that all insurers writing such
lines would have to file their cur-
rent rates for approval.

Argonaut subsequently chal-
lenged the constitutionality of
rate freezes in a lawsuit against
the state board. The company
won the case in trial court but
the case is now being appealed,
Mr. Kellam explained. While Ar-
gonaut may win the case in court,
it still will not be allowed to
write malpractice or professional
liability insurance in Texas un-
less its rates are lowered and ap-
proved by the board.

Argonaut has chosen to with-
draw entirely from these lines
in Texas, and sent out 90-day ad-
vance non-renewal notices to
clients. This move wlil create an

even bigger need for the THIE,
believes Mr. Kellam, by creating
a larger number of hospitals
without such insurance. In addi-

tion, he said, there are already
many hospitals in Texas without
any liability protection.

Another major issue in the re-
insurance controversy concerns
the Joint Underwriting Assn.
( JUA), which although required
to provide malpractice and liabil-
ity insurance for those who can't
buy it elsewhere, has high rates
and small limits on coverage of-
fered, Mr. Kellam said.

The top limit for the total
amount of insurance purchased
from the JUA is $300,000. This
can be purchased as all malprac-
tice or all general liability, or can
be split between the two.

This forces many customers to
take the higher limit on one cov-
erage and seek the other from
another insurance company.

He commented that it was "not
really in the best interest ( for
the coverage) to be split," both
for the companies and the client.

Mr. Kellam pointed out that lit-
igation of claims becomes more
complicated when these cover-
ages are handled by different
companies, since they are similar.

He further commented that the
THIE will write both malpractice

and general liability for its men-
bers to help them avoid such
problems.

Mr. Kellam expects an answer
on the reinsurance question with-
in 45 days and is pushing to re-
solve the matter before then. "We
just have to convince a few people
we know what we're doing," he
said. "Reinsurers want absolute
guarantees, and there is no such
thing with insurance."

Regarding the JUA's resistance
to offering adequate reinsurance
for the THIE, Mr. Kellam com-
mented. "It seems although
they've done a substantial amount
of work in a short time, they are
not overtly receptive to the re-
insurance idea on a voluntary
basis." .

INSURERS

TO

INDUSTRY
SINCE 1942
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• Self-insuring your workers'
compensation exposure?

• Experiencing churning excess markets?

• Facing soaring retentions and rates?

Since 1942 we have provided an orderly
and stable market for specific and stop loss
excess workers' compensation. A similar
excess program is available for self-funded
group accident and health plans.

SAFETY MUTUAL

CASUALTY CORPORATION
706 Chestnut St., St. Louis, MO 63101

(314) 421-5100

Sgoodreasonswhy
youshouldn't miss outon

Metropolitan's GroupDentalPlan.
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2. We have on our pro-
fessional staff experts

v.. in the development
and maintenance of

good relationships
with the dental

-« fraternity.
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3. We also retain practicing den-
tists who serve 1
as consultants to.32#4" ·; *(uy

clients on a
local basis.

4. Our computerized cla s proc-
-> essing system

E' iii ' ' oiom * functions with
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of view.

5. We make available to you a staff
of communication  unA
specialists to pro-  dSSy "\\
vide assistance 20 Elf =0 6 16:

in developing #-3 h xu,0,.X>/
literature .- Xi fff
and other materi for .
use in giving plan information to
your employees.

Forthefull story on our Group
Dental Plans, just call your
Metropolitan representative.

0 Metropolitan
Where the future is now
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Info for Buyers issue
If you have not yet submitted data or literature for publication
in Jan. 12, 1976 Info for Buyers Issue, please return the cou-
pon below for forms and instructions. All material for publica-
tion must be in the hands of the editors no later than Dec. 1,
1975.

Mail to: Info for Buyers
Business Insurance
740 Rush St.
Chicago, 11. 60611

Please rush me forms and instructions for submitting data for
publication in your Jan. 12, 1976 Info for Buyers Issue. I under-
stand that there is no obligation on your part to publish the
items submitted, nor is there any cost or obligation to my firm
if they are published.

Name Title

Company

Address

City State Zip
Date

THE ANNUAL INFO for Buy-
ers issue of Business Insurance is

scheduled for Jan. 12, 1976. In
this issue, the editors provide
hundreds of informative items

about publications and pamphlets
available from insurance compa-
nies, brokerage firms and service
suppliers about topics of interest
to risk and insurance managers,
and financial executives, plan-
ning for contingencies.

The 1974 Info for Buyers issue
carried over 200 items of infor-

mation. which pulled an impres-
sive 25,414 responses from read-
ers requesting copies of the avail-
able brochures.

All material relating to plan-
ning, funding, controlling, moni-
toring or prevention of risks and
losses must be in the hands of the
magazine's editors no later than
Dec. 1, 1975. Acceptable material
for the Info issue include a variety
of commercial property and lia-
bility categories, as well as em-
ploye benefits classifications.

Surety Assn. ponders
banker bond changes

By MARGARET LeROUX

NEW YORK-The Surety Assn.
of America (SAA) is seriously
considering a proposal to change
the banker's blanket bond form
to incorporate a new definition of
dishonesty and to deal with the
problem of covering trading loss-
es, two of the association's execu-
tives told Business Insurance in

an interview.

The association represents 425
insurers-almost all the under-

writers of fidelity and surety
bonds in the country," Elver Pear-
son, general manager of the SAA
said.

The change in the SAA blanket
bond form follows the lead set by
Chubb & Son. which announced

/, Assurex International we' re a corporation of 60 independent agents and brokers. United to

provide worldwide insurance, risk management, and related financial services. Every office isa home office. Every stockholder a principal of his own firm. Wherever you go in the U.S.,

Canada, Mexico, and 14 other nations, your insurance needs get head-office treatment. From

the boss himself. For details contact: P.O. Box 1270, Wheeling, West Virginia 26003, (304) 232-3611.

Shake
hands

withour
president.

All 60 of him.

S

similar changes in its banker's
bond this summer (Business In-
surance, June 16).

The changes in both Chubb's
form and the planned changes is
the SAA form reflect under-
writers' reassessment of losses

"that had no business being col-
lected," according to Francis Le
Munyon, secretary of the associa-
tion.

Trading losses, he noted, are
an example of such losses.

As more and more banks gear
up for trading in foreign curren-
cies, the potential for spectacular
losses is increasing, he believes.

The question is whether a bank
can claim internal dishonesty to
collect on a trading loss.

"Is it considered dishonest if an

employe makes money by trading
foreign currencies?" Mr. LeMun-
yon asked, adding it seemed to be
considered dishonest by some
banks only if a large loss oc-
curred.

The association's fidelity and
public official advisory committee
is working on a definition of dis-
honesty, Mr. LeMunyon said. Re-
ports on the new definition as well
as trading losses are expected by
the end of the year, he added.

Internal dishonesty is much
more a problem for financial in-
stitutions in the long run than

losses due to burglaries, robberies
and fraud, SAA officials agreed.

Overall, financial institutions'
bond loss ratio hasn't been good

- in recent years. The latest figures
the SAA has available indicate a

61.2 % loss ratio for financial in-
stitutions for 1973.

In comparison, mercantile es-
tablishments experienced a 38.9%
fidelity bond loss ratio in 1973.

For the banker's blanket bonds,
on a gross basis, the association's
underwriters were in the red for

1974, Mr. LeMunyon said.
Because banker's blanket bonds

are written on a discovery basis
(whatever underwriter has the
coverage at the time a loss is dis-
covered is responsible, no matter

when the loss was sustained),
however, there hasn't been the
spread of loss in the rnarket as
experienced by property insurers.

This makes for interesting com-
petition among underwriters, Mr.
LeMunyon noted. "One is re-
lieved when the other guy has the
big loss, but never knows when it
could be his loss."

The SAA secretary predicted
increased rates in the future for

banker's blanket bonds. He does

not foresee a market restriction in

the immediate future, "but if
things get worse it could happen."

At present, there is no absence
of a market for banker's blanket

bonds, the association official
said. "But a bank that has experi-

enced a series of losses may not
be willing to pay the price of the

available bond," Mr. Pearson ex-
plained.

The SAA underwriters' bonds

are experience rated. "We've had
no increase in rates since 1968,"
Mr. LeMunyon said, but an in-
dividual bank's premiums may
have increased to account for ex-

perience rating.
The best protection a bank has

against internal losses and the
consequence of higher fidelity
bond premiums, is an independent

outside audit, the officials said.
The auditors should have com-

plete control-bank management
should not be able to set the para-
meters of the audit-Mr. LeMun-

yon interjected, "but this costs a
lot of money; the ABA (Ameri-
can Bankers Assn.) doesn't cham-
pion this idea." •
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If youtake serious fire precautions, we'llsaveyou serious money.
HPR. It's insurance on a Highly
Protected Risk. And it's available to

larger properties that are
sprinklered. And either protected
by watchmen or by supervised
alarm service.

If you qualify, we're a good bet to
save you money on your property
insurance. And if you don't qualify,

one of our professional fire pro-
tection engineers can show you
what it takes.

We're the largest non-pool writer
of HPR.

Ride with one of the strongest
outfits in the business. Ride with

the Kemper Cavalry.

KempeR

Call the people who cover your territory.
Your independent agent or broker who
represents us. Or write Pete Standbridge,
Sales Manager, Kemper Insurance Companies,
Long Grove, illinois 60049.

We're with you for the long ride.

InsuRance

companies
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Gulf out of OIL ...
Continued from page 1
ment of OIL's former president,
Roy Jackson, who was also a

former legal counfel for Gulf. Mr.
Jackson resigned this past year
from OIL and was replaced by
George Yaneff. Gulf resented
what they considered shabby
treatment of Mr. Jackson by OIL,"
said one person close to OIL.

OIL's steering committee went
against the advice of its consult-
ant in hiring Mr. Yaneff, a source
close to the organization pointed
out. The consultant advised ap-
pointment of someone with a
thorough knowledge of insurance
to head the organization, while
Mr. Yaneff's background is strict-
ly financial, the source said.

OIL's chief executive was un-

available for comment early last
week.

What will be the effect of

Gulf's departure on OIL? "Finan-

cially, negligible; psychologically,
considerable," was the assessment
of one industry expert.

Thomas C. Allen of Armistead

Miller Wallace Inc., petroleum in-
dustry insurance brokers, noted
that Gulf's withdrawal would hurt

OIL in that new members might
be deterred from j oining the or-
ganization.

However, Gulf's participation in
the mutual insurer above a $10
million deductible means the fi-

nancial effect will not be great, he
added.

Mr. Edwards, Gulf's assistant
treasurer, said the company's de-
parture "would not have a signi-
ficant effect on OIL."

Lee Grattan, risk manager for
Standard Oil of California, which
will be the largest member of

Gordie Howe
Most professional seasons, 26.
Most professional games played, 1775.
Most pro goals, 817.
Most pro assists, 1092.

Most pro points, 1909.

Most Stanley Cup points, 158.

OIL, on an asset basis, upon Gulf's
withdrawal, agreed with Mr. Ed-
wards, "I don't think Gulf's with-
drawal will have any effect on
tfle organization," he said.

Spokesman for other members
of OIL expressed regret at Gulf's
departure. "We hate like hell to,
see them go," a spokesman for a
Southwest-based Oil company

said. "Gulf's a good company."

Another OIL member observed

the group is strong enough to car-
ry on without Gulf.

A spokesman for still another
major petroleum company ex-
pressed doubt that Gulf's action
would deter new members from

joining OIL.
"If this had occurred in the first

couple years of OIL's existence, it
might have really hurt the organ-
ization," a spokesman for an East-
ern-based oil company said, "but

now we have a broad enough base;
we can exist with or without
Gulf."

Malpractice limits...
Continude from page 1
seek damages for dynamite bomb-
ing and other mining accidents
which were prevalent at the time
the state was being formed.

Mr. Thomas believes the issues

of due process and equal protee-
tion under the law will be those

debated on the case's appeal. "I
don't think the statute will be

disposed of on this unique aspect
of state constitutional law."

The presiding judge for the
case disagreed, however. "No oth-
er state has the exact wording (of
Article I, Section 18) but the de-
cision could be applicable to oth-
er states," said Alfred C. Hagan,
judge of the fourth judicial dis-
trict, Idaho.

Judge Hagan's main objection
to the statute is "the arbitrary

limitation of liability plus the ab-
sence of any judicial or adminis-

Most Stanley Cup assists, 91.
Selected Pro All Star, 19 times.

NHL Most Valuable Player, 6 times.
NHL Scoring Champ, 6 times.
WHA Most Valuable Player Award,

1973-1974 season.

This message about oneconsistent andenduring performer
brought to you by another.

General Reinsurance.

trative substitute" for seeking re-
dress for injury, a right dating
back to the Magna Charta and not
"peculiar" to Idaho law.

He views the $150,000 limit as
"a figure picked out of the air.
Even if a person were inj ured
more than that, he could only get
that much." A limitation on

claims is "acceptable" to Judge
Hagan as long as it isn't arbitrary
and provided "there is a substi-
tute for redress of injury," he ex-
plained.

Mr. Thomas believes the law
"discriminates-as many laws do
-but it is not arbitrary or unrea-
sonable." Further, he emphasized,
the law "serves the public inter-
est."

Judge Hagan's opinion stated
that "the ability of an individual
to seek redress for a breach of a

duty (is) owed as a basic right.
These basic rights must be pre-
served even in times of economic

stress concerning a certain seg-
ment of the public. . ."

"It may be the right ruling for
the wrong reason," Mr. Thomas
conceded. "The appellate court
can sustain Judge Hagan's deci-
sion on other grounds." •

Premiums skyrocket
DES PLAINES, IL.-Robert

Nelson, a broker and adminis-
trator of association insurance

plans for Larsen Corp. said
product liability premiums are
increasing 400% to 500% on
policy renewals, with the big-
gest hikes coming in the last
120 days.

Larsen Corp. is administra-
tor of insurance programs for
the National Assn. of Whole-

salers. About 90 associations
participate within that group,
including machine tool and
automotive supply distributors.

Mr. Nelson cited cases of an

East Coast medium sized drug
wholesaler with a product lia-
bility insurance premium of
$3,000 boosted to $90,000 on
renewal; and automotive sup-
plies wholesaler whose pre-
mium on its liability umbrel-
la went from $15,000 to $65,-
000, for a policy limit under $5
million; and a machine tool
distributor whose premium for
a $1 million umbrella policy
jumped to $16,000 from $4,000
(renewal quote was $27,000
but a competitive bid got the
price down.)

our

leader

In Charleston, W. Va. Is

Gaston Caperton

McDONOUGH-CAPERTON

SHEPHERD-GOLDSMITH

1014 Kanawha Boulevard, East

346-0611
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Drug benefit plan is
medical money-saver

NEW YORK-When prescrip-
tion drug benefit plans were in-
troduced some years ago, it was
over loud protests by pharmacists
who rejected what they termed
the forced sharing of risks with
underwriters of the plans.

Today prescription drug bene-
fit plans have won grudging ac-
ceptance from the pharmacists.

"The sheer number of pharma-
cists enrolled in such plans indi-
cates their acceptance of them,"
a spokesman for the American
Pharmaceutical Assn. said, "but a

lot of them feel forced into a price
that doesn't cover their costs."

Despite the lack of wild en-
thusiasm on the druggists' part,
independent prescription drug ad-
ministrators say the benefit is
rapidly growing. One broker who
has arranged prescription benefit
plans for his corporate clients
says, "We'11 see it as a very prev-
alent benefit in the future."

Nabisco is one company that

has found the prescription drug
plan to be successful and a money
saver for the major medical plan
as well.

Nabisco made prescription
drugs a benefit as a result of
negotiations with a union repre-
senting approximately 1,000 em-
ployes, a company spokesman
said.

The benefit is administered by
Paid Prescriptions, the largest of
the prescription drug benefit ad-
ministrators, located in Hacken-
sack, N.J.

Each eligible employe was is-
sued a plastic "credit card" with
employe name and Social Securi-
ty number on it. The card must
be presented to the participating
pharmacist at the time of pur-
chase.

The Nabisco plan, written di-
rectly by Paid Prescriptions, in-
cludes no deductible and costs the

company "about $5,000 a month,"
the spokesman said.

At Paid Prescriptions, a spokes-
man explained that a small de-
ductible, ranging from 50 cents
to $1, is preferable as a deterrent
to abuse of the program and as a
factor in employe involvement.

Nabisco has realized savings

Warn insurers

against sex
discrimination

NEW YORK-New York in-

surers were warned against dis-
criminating against insureds on
the basis of sex or marital status

when they issue, renew, or cancel
any policy.

Thomas A. Harnett, superin-
tendent of insurance for the state,
notified all licensed New York

insurers to be certain to comply
with an amendment to the insur-

ance law which became effective

Sept. 1, and which·prohibits such
discrimination.

Associations, groups, and cor-
porations, as well as individuals,
have been warned against refus-
ing to issue policies or against
cancelling policies because of sex
or marital status of the policy-
holder.

In particular, the superintend-
ent's notice stated that any un-
derwriting or cancellation prac-
tices affecting only males or fe-

males or only single, married,
separated or divorced persons
should be corrected to comply
with Section 40-C of chapter. 564
of the laws of 1975. m 5

under the major medical plan as
a result of the prescription drug
plan which went into effect a year
ago, the company spokesman said.

Under the major medical plan,
after a deductible of $100 is real-
ized, the employe pays 20% and
the company 80 % of all prescrip-
tion drug costs.

Paid Prescriptions administers
200 health and welfare trust funds

covering 600,000 employes. The
company recently set up a pre-
scription drug benefit plan for
100,000 employes in District Coun-
cil 37, New York City.

More than 30,000 of the total
43,000 pharmacies in the U.S.
participate in prescription drug
plans, the spokesman for the ad-
ministrator said. .
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Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016

Area Code 212 - 490-7600

More
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in Multinational Imployee Benefits

Under Swiss Life Master Cover

Contract, in coniunction with a Profit
and Loss Account, improved coor-
dination and lowest real costs are
incurred due to:

• Highly competitive local country
contracts regardless of multinational
poolinp. Full normal local dividends
payable under Swiss Life stop-loss
pooling system.

here how!
• Pooling of not only life and disability
risks, but also pension experience,
both before and after retirement.

• Lower overall risk c,arge due to
pooling.
•' Lower administration charge.
• No charge for profit since Swiss
life is a mutual company.
• No reinsutance expense charge.

• Choice of loss-carry-forward or stop-
loss system according to whichever
is more efflcient for the size of the group
involved.

• N6 surrender charges. Cash-out of
full reserves in case of contract cancel-
lation when rrinimum conditions are
met.

• Centralized financial reporting and
coordination.

@ SWISS LIFE
the company with experience

Swiss Life Insurance and Pension Company
International Department

General»Guisan-Quai 40 - CH-8022 Zurich, Switzerland
Tel. (01) 360303/Telex: 54957

The Largest Mutual Life Assurance Company in Europe
AMSTERDAM BRUSSELS LONDON MADRID MUNICH PARIS ZURICH
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editorial opinions

Regrettable move

T N WHAT ALL PARTIES concerned admit to be an un-
lusual arrangement, Fairchild Camera & Instrument Corp.
has dropped risk management from its payroll and replaced
it with the services of its newly appointed broker, Marsh &
McLennan (Business Insurance, Oct. 6).

The broker, in fact, now has two of its own employes work-
ing on the Fairchild Camera premises in Mountain View, Ca.
One is a former Fairchild employe (the secretary to the com-
pany's last risk manager, who left Fairchild for another job
in February.)

The move is regrettable, for it signals a lack of commit-
ment to strong and effective internal risk management on the
part of the company. And without that commitment, we must
call into question-as some shareholders should, perhaps-
the judgment of the company's top management.

From the standpoint of Marsh & MeLennan, the move,
we're sure, is an accommodating (and profitable) one. We
can't quarrel with that. Nor do we suggest that Marsh &
MacLennan will give the job anything but its very best ef-
fort. The broker will, of course-especially now, with all
eyes upon the arrangement.

We agree that there is much risk management talent at the
brokerage level. More, in fact, than in any other segment of
the insurance business. And we'd be hard pressed to answer
the question, "What's best? Ineffective risk management
that's internal, or effective risk management coming from
the broker?"

But that is not the issue. What is at issue here is the com-
pany's commitment to internal risk management that is per-
petual in nature and subject to the judgments and approvals
of internal management-management responsible and com-
mitted to the company, its shareholders and its bottom line.

We'll argue that one.

Product liability
T F YOU'RE STILL not a believer in the importance of
1 good, long-range risk management and insurance in the
product liability field, take the case of Havir Manufacturing
Co. in St. Paul, Mn.

Elsewhere in this issue we report that the manufacturer
of small machine tools, namely presses, will soon be liquida-
ted. Reason: Product liability lawsuits and the inability of
the company to obtain affordable insurance policies.

The company has thousands of old presses in the field, and
lawsuits from accidents on these, says a company official,
have multiplied and "brought insurance premiums complete-
ly out of the realm of reason."

Havir is not a large company, to be sure (sales between $2
million and $3 million a year). But the dilemma it now finds
itself in is one that we'll be hearing more about in the years
ahead. And there will probably be some big companies in-
volved in similar situations sooner or later.

We're convinced that the product liability problem, as
large of a problem as it is today, is but a speck on a horizon
that will narrow dramatically, "You ain't seen nothin' yet,"
as the saying goes.

Ironically, the problem the small St. Paul business has is
not really the making of its present owners. The firm has not
been sued on any press built in the last six years, since the
present owners bought the firm. Nor is it the making of the
insurance industry, which can't pay out what it hasn't taken
in.

As we've said before, the liability problem runs far deeper
than the malpractice crises of the past few months. And it
will take more than a surgeon's scalpel to remove the cyst.
There must be reform of the tort liability system in this
country.

We wonder how many more businesses, large or small,
must fail before enough people become sufficiently rattled
to take action.

Coincidence?
TITE AGREE WITH an organization called the Tanker
V V Advisory Center in calling for the Intergovernmental

Maritime Consultative Organization of the United Nations
to review recent ship sinkings in the Atlantic to determine
if changes are needed in the present load line international
regulations.

Since November 1969 six large tankers have sunk in one
general area of the Atlantic, with a loss of 95 men and over
150,000 tons of oil. In the preceeding five year period, only
one tanker was lost in that same region.

The reason for the increase in sinkings of loaded tankers
in the approaches to the U.S. East Coast may be due to great-
er traffic density, an apparent decline in the availability of
experienced officers worldwide, or more numerous acts of
God, says the Tanker Advisory Center.

"But the more probable explanation can be found in the
fact that tankers, since mid-1968, following the adoption of
the International Conference on Load Lines-1966, are
carrying more cargo and riding deeper in the water without
any increase in the strength of the tanker."

It's a coincidence that bears investigation.

ry.,\

business insurance
the national neuismagazine for buyers of employe, property and

liability protection and financial services

G. D. CRAIN JR.

founder (1885-1973)
MRS. G. D. CRAIN JR. S. R. BERNSTEIN
chairman Of the board chairman, executive committee

RANCE CRAIN KEITH E. CRAIN
president and editorial director group publishef

ALFRED MALECKI, publisher

FLOYDS
OF LONDON
INSURANCE

"No, no, Miss Stutz, I distinctly said Lloyd's of London!"

letters

Letters are welcome. Address
Zetters to the Editor of Business
Insurance, 708 Third Ave., New
York, N.Y. 10017.

Kudos

To the Editor: May I compliment
you on the excellent interview you
conducted and reported in your is-
sue of Sept. 22 among six top in-
surance companies. To me, it was
the best wrap-up of the immedi-
ate and long term problems facing
the insurance industry.

Alfred C. Berglund
Insurance advertising manager,
U.S. News & World Report,
Boston, Ma.

***

To the Editor: I found the Sept.
22 special report on the property
and casualty insurance industry
very interesting, and it has been
placed in the reading room of the
Sydney Lewis School of Business
Administration where it can be
shared with the other rnennbers of
the faculty as well as students.

Ruth C. Harris

Director, Virginia Union Uni-
versity, Richmond, Va.

***

To the Editor: "Executives

probe insurer problems, chal-
lenges" (Sept 22) is an excellent
presentation by Business Insur-
ance.

The interview points out many
of the difficult challenges our in-
dustry is facing. As a regional in-
surer, we found this interview
with top insurance executives in-
teresting and helpful. I encourage
you to consider an interview of
this type on an annual basis.

Robert M. Mauldin

Executive vp. Northwestern
Insurance Co., Wilkesboro, N.C.

Fire protection
To the Editor: Mr. E. Sanford

Bell's article on insurance compa-
ny engineering "Fire protection
services fall short on quality"
(Business Insurance, August 25,
1975), not only undervalued good
HPR engineering, but it also over-
estimated engineering provided by
the main street stock and mutual
insurance companies. Fire protec-
tion engineering runs from search-
ing for cigarette butts to a level
of sophistication that Mr. Bell has
not been exposed to. While I can
appreciate his zeal in pushing fire
protection consultants, I believe
he intentionally or unintentionally
overlooks several very important
facts.

There is an organization in this
country composed of four direct
writing mutual carriers that puts
together an underwriting survey
during initial inspection visits. It
takes great pains to do the things
that Mr. Bell points out never get
done, i.e., it enumerates loss ex-
pectancy in dollars as a result of

Continued on page 70
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Darn it.
Don't get us wrong.

We're happy to help brokers with their hard-
to-placerisks, capacity risks, and other problems.

And we're good at it. Which is the reason
why more and more brokers are bringing us busi-
ness thatother companies can't handle. Or won't.

Trouble is, we're so well known for our work
on these problems, that some brokers think we're
not interested in the everyday insurance-the
straight, standard, bureau-rated commercial
fire risks.

Not so. We are interested. And because of our

experience in copihg with the tough ones, we
can make the routine coverages move along even
more smoothly than you ever thought possible.

One thing more: Any licensed agent or
broker can place business with us. He doesn't
have to be a regular producer.

So, send for 6ur complimentary booklet to-
day. It has helpful information to use next time
you need fire insurance. From the company that
can help you with all your commercial fire in-
surance business...

American Home
Assurance Company

Dept. 81105, 102 Maiden Lane, New York, N.Y. 10005

Please send me your complimentary booklet about
Fire Insurance coverages.

Name

Title

Compnny

Arlrirpqq

City S,Ate Zip

 Aeeranlternigni Group
We welcome inquiries from any licensed agent or broker. You dc,n't have to be a regular producer to place business with American Home.
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Teamster benefit policies probed
for strange circumstances on cost

NEW YORK-The Teamsters

union is -being investigated here
for buYing individual life insur-
ance policies for union members
in 1971 and 1972 instead of buy-
ing a group policy which would
ha*e been three times cheaper.

According to the state insur-

ance department, that practice al-
so funneled death benefits back

into a special Teamster trust fund
instead of giving them to surviv-
ors.

The department's records show
that some $ 1 million in commis-
sion fees for the transactions have

"vanished" in a scheme in which

the Teamsters paid commissions
of up to 90% to unlicensed insur-

ance agent Louis C. Ostrer, whose
permit to sell insurance has been

t

revoked.

Local 295 of the International

Brotherhood of Teamsters made

the questionable arrangements for
its 1,300 members under terms of
a three year contract beginning
Dec. 1, 1970. The local's leaders
have previously been investigated
for alleged links' to organized
crime.

The Teamster local's members

work at Kennedy International
Airport. Their employers, the
freight companies at Kennedy,
were required under the contract
to make contributions of $15 a
week for each employe during the
first year, $30 a week for each

the second year and $40 a week
for each the third year. Some of

the contributions were set aside

for severance pay, but the rest
went to buy life insurance.

Two New York firms were the

sellers: Executive Life Insurance
Co., and Trans World Life Insur-
ance Co.

Insurance investigators found
that the commissions totaled as

much as 90% of the first year's
premiums, but that large commis-
sion checks paid by the compa-
nies writing the insurance were
not deposited to bank accounts.

Under pressure from the insur-
ance department in 1973, trustees
for the Teamster local insurance

fund agreed to insure its mem-
bers under a group policy written
by Prudential Life Insurance Co.

The insurance department said

144 .- ' 44'* -#40445£"MA'2 - {t>* .
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A Summary Plan
Description
of Your Benefits

To Our Employees:

that from Dec. 1, 1970 until Jan-
uary 1973, Executive Life was
paid $1,096,932. And from July 1,
1971 until January 1973, Trans
World was paid $544,202. Total
premiums came to $1,641,134.

The net cost of the individual

policies came to $1,238,274, after
the companies paid $380,450 in
death claims and $410 in .cash
surrender value, and a $22,000
cash surrender value accrued.

If the Prudential group policy
had been in effect for the same

period the net cost would have
been only about $525,000.

The plan to insure the Teams-
ters individually was proposed to
the union by Louis Ostrer, who
had his insurance agent's license
taken away in 1967 for improper-
ly diverting more than $700,000
from Canada Life Assurance Co.

Mr. Ostrer's plan was apparent-
ly a device to allow for high pay-
ment of insurance commissions to

the agent of record. He also had
Local 295 form a new corpora-
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Under ERISA 4.
(Pension Reform Act Of 1974),
by May 30,1976, all employees
must be given a
SUMMARY PLAN DESCRIPTION
outlining their benefits.
COMMUNITRONICS, INC. has a simple form
available right now that meets the
requirements of the Department of Labor!

Most companies can now save them- by the Department of Labor.
selves the trouble of trying to redo If you have 200 employees or more,
current forms in order to comply with it will payyoutocontact Tom Freeman,
the reporting and disclosure require- COMMUNITRONICS president, today. He
ments of the latest ERISA extension. We has the aAswers to all ofyour ERISA report-
have developed a simple, 1-page form ing problems. Call(214) 747-9438 without
that, when used with existing communi- obligation, of course. Or write on your
cations material, does the job of con- letterhead to COMMUNITRONICS, INC.,
forming with the regulations set forth 2001 McKinneyAvenue, Dallas,Texas 75201.

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

More Than 80 Offices To Serve You Throughout The World '

tion, Fringe Programs Inc., to
manage the Teamster trust fund,
the insurance department said.

Fringe Programs Inc. ran up
administrative costs of more than

$120,000 annually. Trustees of the
local's fund had control of death

benefits for from five to 10 years,
and would dole -out payments on
a monthly, quarterly or annual
basis.

If a family demanded a lump
·sum settlement · instead, it would
be forced to discount the value of
the policy between 15% and 30%.
Under the Prudential plan start-
ed in January of 1973, benefits
are now paid directly to survivors
in a lump sum.

In August of 1971, insurance
investigators warned the Teams-
ter local's trustees about Mr.
Ostrer's background and told
them the commissions being paid
were unconscionably high. Three
months later the trustees decided
to double the amount of insurance

for the Teamster members, and
to increase commissions from

55 % to 90% of the first year's
premiums.

The insurance department's in-
vestigation of the Teamster in-
surance fund was fought by Mr.
Ostrer on the grounds it violates
a 1973 state law that makes such
proceedings unconstitutional.

However, the department told
Business Insurance it intends to
pursue an intense investigation
under section 37, subdivision L-7
of the state insurance law, which
deals with wrongful acts or omis-
sions of trustees or any persons
connected with such funds.

The department said recently
it might also look into regulation
60 of the insurance department,
which is a policy replacement
comparison requiring agents to
file forms showing that life in-
surance replacement policies are
not more expensive than the poli-
cies the insured held before.

Many of the Teamster local mem-
bers were assumed to have had
their own life policies before Mr.
Ostrer's plan was put into effect.

The New York department says
it will also cooperate with the
states of Florida and Massachus-

etts, which are investigating sim-
ilar irregularities in Teamster in-
surance funds there. •

Egyptian office
Marsh & McLennan Interna-

tional Inc. will be represented in
Egypt by Ahmed Zake Hilmy,
former chairman of the Egyptian
Insurance Organization and chair-

man of an Egyptian underwriting
company.

our

president

*
in New York City is

John F. Curry

JOHN F. CURRY AGENCY

225 Broadway 374-1500
SEE OUR AD ON PAGE 10
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Hotels heap heavy dollars on heavy risks
By MARIE KRAKOWIECKI

NEW YORK-Liberace's jewels
were stolen from one. Singer
Connie Francis got raped in one.
Out-of-town businessmen get
robbed every day in them when
the prostitutes they meet there
have hearts of larceny instead of
gold.

inite risk management approach
to security for one of the biggest
risk situations encountered in ho-
tels: The convention or trade
merchandise exhibit.

Because of the posted schedules
of big meetings or dinners that
most conventioneers attend at the
same time, it is relatively easy for
thieves to map out plans to rob

SAFETY/ SECURITY
REPORT -

Hotels aren't as safe as they
used to be.

There has been a dangerous
shift to personal contact crime in
hotels, supplementing the old
standby room theft committed
with stolen keys while the guest
is Out.

And as the safety/security mea-
sures of hotels just aren't meas-
uring up, innkeepers face a lia-
bility dilemma that could empty
their pockets, too. Lawsuits are
pouring in. Insurance premiums
are edging up. Three recent court
cases involving guest safety have
all set precedents, promising to
complicate the picture more.

In Washington, the Sheraton
Hotel was ordered to pay the
largest single damage award ever,
$7 million, when boy scout Thorn-
as Hooks dove from a hotel div-
ing board and became a quadra-
plegic (Business Insurance, June
2).

In New Orleans, a federal court
jury found the Downtown How-
ard Johnson Hotel liable for the
avoidable murder of seven guests
shot by a crazed sniper in 1973
(BI, Jan. 15, 1973). The hotel
was found negligent in premises
security. Damages of $11.3 mil-
lion were asked, although the fig-
ures were later scaled down.

The Howard Johnson franchise

had hired a night security force
That was of no help; the sniper
struck in broad daylight. The de-
cision is on appeal, and is expect-
ed to make legal history in inn-
keepers' liability.

In Tobin versus Slutsky, a New
York federal circuit court of ap
peals held the Nevele Country
Club's owners liable when an em
ploye sexually molested a 15 year
old girl at knifepoint.

The case set a precedent be
cause the judge redefined the
state's innkeepers' liability law as
it applies to first class resorts
The Nevele is an expensive Cat
skill Mountain vacation spot.

Citing the owners' obligation to
provide reasonable care in pro
tecting guests, the judge ruled
that reasonable care means "a
high degree of care" in the case
of first class hotels.

Hotel security expert Arthur J
Bilek feels the Tobin decision will
ultimately change the climate for
hotel liability. And he predicts
insurance rates will go even high
er once lawyers across the nation
begin citing the "high degree of
care" standard in other litigations

Mr. Bilek, who was once the
director of corporate security for
Hilton Hotels, the nation's biggest
chain, is currently vp of corporate
development for Pinkerton's Inc.,
Chicago. He is also vice chairman
of the American Hotel and Motel
Assn.'s security committee.

Mr. Bilek has several concrete
suggestions for establishing a def-

valuables. And in the case of such
events as jewelry shows, attend-
ed by dealers who bring mer-
chandise to their rooms as well
as to exhibit areas, the risk is
greater still.

In most states, innkeepers' lim-
its of liability per room are
roughly $2,000 for anything that
"mysteriously disappears." So
someone like a diamond dealer
with costly sample displays could
have a problem.

And most hotels seem to feel
that the security for anything on
exhibit at a merchandise show
should be the exhibitors' or the
convention group's responsibility.

It's true that when outside se-
curity guards are brought in for
those purposes, exhibitors rather
than the hotel foot the bill. But
Mr. Bilek feels there is an ap-
proach in which the hotel and the

exhibitors can work together to
prevent losses or crimes against
people.

The first thing he suggests is
that when the group meets with
hotel management in its pre-con-
vention meeting (to decide on
rooms, meals, audio-visual equip-
ment and so on) it should insist
the hotel's security representative
attend the meeting. This is fre-
quently not done, something the
Pinkerton vp calls "tragic."

At this meeting, the hotel se-
curity person should be given a
complete outline of what the ma-
jor liabilities of the specific con-
ference wirt be. He should be
told if registration money will be
collected over the counter, what
sort of attractive merchandise or
equipment will be on display, and
so forth.

After the liabilities are defined,
a security system must be devel-
oped and plans to interface out-
side security people with the ho-
tel's own staff should be worked
up. One very important feature
that must be taken into consid-
eration for the security system is
the particular nature of the crime
element in the community in
which the hotel is located. The
same convention could require a
completely different security sys-
tem in a different community.

"Frequently the only thing a
convention group does is hire an
outside guard service. And it's not
unusual for them to pick the kind
that offers the rock bottom price,"

F
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The Algonquin Hotel protects its "civilized atmosphere" with ADT s
Cardgard system.

Mr. Bilek said. "But that's just
not enough. It does not comprise
a security system."

If there are sections of the

neighborhood around the hotel
which are unsafe, Mr. Bilek urges
the convention group to warn its
participants. Once a man comes
to the· front desk all bloodied up
from being mugged, it's too little
too late to hand him a list of
recommended restaurants or
points of interest in the town, he

warns.

For merchandise exhibits in-
volving displays of valuable ma-
zerials, Mr. Bilek stressed that
some of the most crucial times
are the unloading, setting up, ex-
hibiting, night recesses, and the
shipping back of goods. Extra
guards, including some in plain
clothes, should be part of a se-
curity system at those times.

According to Dr. Richard

Compton, senior lecturer at Cor-
Continued on page 22

ON SUNDAY HE TAKES HIS FAMILY
TO CHURCH.ON MONDAY HE TAKES
YOUR COMPANY TO THE CLEANERS.

He's the average embezzler.
He's married, has two children
and his cwn home. He's active in
church and civic affairs. He's just
like millions of other men except
for one thing. He's a crook.

How do you stop him?
It isn't easy. But you can
protect your company from a
damaging loss with adequate
Honesty Insurance. And while
you're at it, you just might be
protecting your own job.

Better ask your insurance agent
or broke. about F&D's Honesty
Insurance. Some people just don't
believe "Thou shalt not steal"

35 Fidelity and
_Ilj) Deposit Co.
Nation's leading bonding experts
Baltimore, Maryland 21203
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Feds wonder: Are banks encouraging robberies?
By RICHARD L. GORDON

WASHINGTON-Soaring bank
robbery statistics are serving to
focus Congressional attention on
bank security methods soon, and
the result may be some sharp cri-
ticism of the federal bank regula-
tory agencies charged with enforc-
ing the Bank Protection Act of
1968.

Bankers and their risk managers
can be expected to feel the heat as
well.

The 1968 law gave the Federal
Reserve System, the Federal Home
Loan Bank Board, the U.S. Comp-
troller of the Currency, and the
Federal Deposit Insurance Corp.
authority to prescribe and enforce
minimum bank security standards
for the banks they regulate.

Despite the law, however, the
bank robbery rate has been climb-
ing dramatically and the United
States Justice Department is so
dissatisfied with the performance
of the bank regulators that it
plans direct action on its own.

The Justice Department is par-
ticularly concerned that bank re-
gulators apparently have not used
the enforcement teeth provided by
the 1968 bank security law. The
laws allows the regulators to fine
banks in violation of security rules
up to $100 for each day of viola-
tion.

But Justice Department officials
are unaware of any such fines
ever being levied, although in-
stances of bank laxity in security
measures are not uncommon.

Justice is now monitoring FBI
reports of bank robberies, and
paying particular attention to cases
where security failures are re-
ported.

The department now says that
if the bank regulatory agencies
fail to fine offending banks, "We're
going to go after them (the
banks) ."

That would mean encouraging
local United States Attorneys to
file civil suits in federal district
courts to collect the $100 a day
fine for security violations.

Justice Department suits pro-
bably would arise only in "re-
peated substantial cases" of se-
curity violations, Business Insur-
ance was told. One of the ripest
areas of laxity in bank security,
Justice officials said, is in the use
of "bait money."

A letter from the Federal Re-
serve to the banks that it regu-
lates, mailed last June, pointed
out that "frequently, bait money

You may be
able to save
more money
in Texas.

Texas Workmen's Compensation
Insuranceregulations often differ
from those of other states. Last

year we returned over
$19,300,000 to ourpolicyholders
in dividends and discounts on
this one line of coverage. Toget
all the facts about handling Texas
Workmen's Compensation sepa-
rately from a national program,
give us a call.

Texas En,PLOVeRS,
 insu=,ance
itbk-= AssociaTIOn

P. 0.801 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co
Employers Casualty Co,
Employers National life Insurance Co.

is not provided for each teller in
a bank, or its identification (de-
nomination, serial number, etc.) is
not adequate to make it good evi-
dence in a trial."

"That indicates to us," a Jus-
tice Department attorney said,
"bad faith on the part of the
banks-but that might be too
strong a word. It's a little bit of
slothfulness on their part."

Such comments arouse "strong
feelings among both sides" of the
bank robbery question-banks and
law enforcement officials, the
Justice Department official ad-
mitted, "We really don't like to
be in the position of telling some-
one how to run their bank prop-
erly," he said.

He capsulized the Justice De-
partment attitude on the problem:
"If the industry really made an

effort, I'm sure- they could come
up with something more effec-
tive."

The Justice Department has al-
ready proposed some definite
changes in federal bank security
regulations designed to tighten up
bank security procedures. Most
federal bank security rules now
call for "training, and periodic
retraining, of employes" without
specifying any minimum standards
for the training.

Banks would be required to
provide a first year minimum of
five hours training for each teller
and each designated bank security
officer. A minimum of two hours

of training would be required for
each year thereafter. The federal
government would certify organi-
zations qualified to provide such
training, under the Justice De-
partment proposal.

Current Federal Reserve rules

do not specify "surveillance" sys-
tems, the Justice Department
noted. They only provide that
banks should install such other

devices as are "appropriate." Jus-
tice would change that to require
any bank having total deposits of
$25 million or more install and
operate surveillance equipment or
cameras in all branches. In addi-
tion, any branch which has been
robbed two or more times in any
calendar year shall install cameras
if they are not already installed,
cording to the Justice plan.

Justice wants the cameras test-
ed at least once each week-and

wants two bank officers to certi-
fy that such tests have been made.

On the question of alarm sys-
tems, Federal Reserve rules give
banks the latitude to decide on
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Now there's a new easy way to buy all your busi-
ness insurance.

It's called The Insurance Store.

It can save y.ou time. Save you money. And assure
you the correct coverage.

Business Insurance for Every Business Need.

Maybe you've never thought of buying business
insurance at a

Ia) store.
0=gy 1 But it can make all the sense in

the world.

Because at The Insurance

Store, with one stop, you can find every kind of
business insurance. Including property, liability,
marine, aviation, crime, surety, fleet auto, boiler
and machinery, and workmen's compensation
coverage.

Your Choice of Insurance Companies,
Policies, and Prices.

At The Insurance Store, you'll also find a wide
varietyof insurance coinpanies-with a broad range
of specialties, capabilities, and services. Including
national and international expertise.

whether or not to install them.
There are also no minimum re-

quireinents for servicing or test-
ing alarms except that some sche-
dule is required. Justice's proposal
would require all institutions to
have an alarm or equivalent de-
vice which must be tested at least
monthly with bank officers again
certifying that tests took place.

On the sensitive matter of bait
money, Justice notes that present
rules require no periodic checks
on bait money information. Justice
wants all bait money lists to be
checked each month, initialled
and dated by two bank officers,
including the bank's designated
security officer.

These Justice Department pro-
posals and other complaints about
bank security are going to sur-
face again-but this time before
the House Banking and Currency

You'll find "name brands"-like Continental In-
surance, known worldwide for its quality claims
service.

And you'll finda wide range of policies and prices.
So whatever you need -when you "shop" at The

Insurance Store, you can always select. You don't
have to merely settle.

Professionally-trained Insurance Experts.

You don't have to be an insurance expert when
you buy at The Insurance Store. Because the people
who work there are.

They're trained professionals who know business
insurance inside and out.

For example, they can insure a business hal fway
around the world as easily as one down the block.

To begin, without obligation, they'll survey your
risk exposure.

Then, they'll choose the specific insurance com-
panies and coverages that match your needs.

And, quite often, they'll save you money by show-
ing you how to buy what you do need-without
buying what you don't need.



Committee chaired by Rep. Henry
Reuss (R-Wi.). Planning for Con-
gressional hearings ' is underway,
but no dates have been set.

The skyrocketing number of
bank robberies-there were 2,203
in the first six months of 1975, a
50 % increase over 1974's first

half-"is not just a child of the
recession," Rep. Reuss said re-
cently. "Robberies have increased
steadily in good times and bad,
nearly tripling in the past de-
cade. Congress needs to explore
ways of reversing this trend."

A committee staff member noted
that the Bank Protection Act was

designed "very clearly" not only
to apprehend criminals "but to
deter crime. The stress really has
been on apprehension," according
to the staff member. "Very little
has been done that would act as

a deterrant. The banks argue that
if you put up a lot of deterrants
inside the bank, it's only going to
make more bank robbers take

hostages."

The American Bankers Assn.

insurance and protection division
specialist, Hollis Bowers, a burly
former FBI agent, would agree
with at least part of the House
staffer's assessment of the bank

security problem.

{ SAFETY/SECURITY
REPORT

Bank security measures "are not
deterrents," he told this magazine.
"They are for the identification

and apprehension of perpetrators
of crimes. The one thing I'd like
to see people get out of their pre-
conceptions is that they are de-
terrents."

He pointed out that robberies
continue to occur although most
bandits know that banks have

surveillance cameras. "It's uni-
versally known that banks have
alarm systems," he said.

"If anybody had a device that

would guarantee no robberies, it

Save up to 25%with
Custom-tailored Packages.

If a package policy is what you need,
The Insurance Store can custom4ailor

one to your specific company.
Let's say you're in retailing.
With a Continental Insurance Com-

prehensive Business Policy, all your
different property, liability, and crime policies can
becombined into justone policy-withone premium
and one expiration date.

With custom4ailoring, you'll get the exact cover-
age to fit your exposures, avoid costly gaps and
overlaps, and maybe save up to 25% in premiums.

We Service What We Sell.

Let's say you have plants located throughout the
country And you want all your claims handled ex-
actly the same way-no matter where they arise.

The Insurance Store can arrange it-by estab-
lishing a uniform claims procedure in all claims

adjusting offices.
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would be purchased," according to
Mr. Bowers.

There are several "devices" now

on the market for bank security
officers-but they meet mixed re-
actions among bankers. A dracon-
ian measure would be employ-

ment of magnetometers-metal
detectors-similar to those used in

airport anti-hijack security pro-
grams. Most bankers feel such a
device to be too much of a bur-

den on customers for a very un-
sure safety increase.

A more acceptable device to

s6me bankers is the clear, bullet
resistant plastic screen that would
separate tellers and other bank
employes from the bank robbers.
FBI statistics indicate the bulk of

bank robberies occur at bank of-

fices where such screens have not

been installed. But Mr. Bowers

points out that even banks with

the screens have not proven im-
mune to holdups.

The screens are being heavily

promoted by some of their makers,
however. The statistics are im-

pressive in some cases. In robbery-
prone Detroit, said one screen
manufacturer, less than 10% of
the banks were protected by se-
curity partitions at the end of
1974.

Prior to installation, the man-

ufacturer said, one bank had suf-
fered four robberies in 18 months.

"After installing the acrylic walls,
there have been no robberies in

the past three years. Another bank
reported nine robberies in 1974
without the partitions, and no
robberies in 1975 with the protec-
tive shields."

Although the Bank Protection
Act specified that insurers should
consider premium incentives in
the cost of banker's blanket bonds

to encourage better security, little
apparently has been done in this
area in the seven years since the
law was passed.

One reason for this is that the

bond underwriters "aren't making

The insurance Store is a service mark of The Continental Insurance Company.

Let's say you have salesmen on the road in all
50 states.

Aspartof your fleet auto coverage, The In-
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it now" on what they charge banks
for coverage, according to Edgar
W. Armstrong Jr., assistant di-
rector of the American Bankers

Assn. insurance and protection di-
vision.

"About the best you can hope

for by complying with the Bank
Protection Act is to keep the cov-
erage you now have," Mr. Arm-
strong said. He added that he had
no idea what insurance costs

would be if the Bank Protec-

tion Act had not been passed.

About 14,000 banks already pay
premiums of about $75 million a
year for blanket bond coverage,
which protects them against rob-
bery losses and the even more

costly problem of losses from
fraud and embezzlement.

Mr. Armstrong said the ABA is

stressing risk management to its
members and encouraging them to
self-insure for whatever portion
of loss they can handle in view of
the high cost of banker's bond
coverage. •

May reduce
premium for
laid up ships

CHICAGO-London marine in-
surers may be leaning t6ward a
reduction in the amount of premi-
um they return to insureds when
ships are laid up, a Lloyd's broker
told Business Insurance while vis-

iting here late last month.
"We've never dealt with layups

of VLCCs (very large crude car-
riers) before, and now we are
facing the biggest layup risks
we've ever had. There will con-

tinue to be a return of premium,
but the amount returned may be
less," said John Owen, deputy
secretary of Lloyd's Insurance
Brokers Assn.

There has not been any altera-

tion yet in the amount of pro-
rated premiums returned for laid-
up ships, he added.

Mr. Owen and Chris Dudley, a
Lloyd's broker with Leslie & God-
win International Ltd., were visit-
ing the U.S. for nearly two weeks
along with 20 other members of
the Lloyd's Under-30 group of
non-marine underwriters and bro-

kers. During their visit to New

York, Philadelphia, Boston, Wash-
ington, Montreal and Chicago, the
group met with Lloyd's correspon-
dents and attorneys, and visited
several leading insurance company
headquarters. •
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Hotel security...
Continued from page 19
nell's Hotel School in Ithaca, N.Y.,
most hotels suffer more from

many small claims than they do
fronn larger ones.

To meet the problem of thefts
in individual rooms, some hotels
around the country are beginning
to experiment with electronic,
coded card systems that either
supplement the use of standard
room keys or replace keys alto-
gether. Two of the better known
products are the Telebeam sys-
tem being used by New York's
Americana Hotel, and the Card-
gard system put out by the ho-
tel systems division of American
District Telegraph (ADT).

The Americana just completed
installation of Telebeam in all of

its 2,000 rooms. The process took
more than two years, but security

r

L

director Howard Taylor says it
was well worth it.

"We've managed to cut down
our thefts by 75 % since we start-
ed using the Telebeam system,"
Mr. Taylor said. He noted that the
Americana's nearby motor inn,
the City Squire Inn, does not use
Telebeam, relying instead on a
security service, but he did not
rule out its eventual adoption
there.

Telebeam, made by the Tele-
beam Co. in Paramus, N.J., sup-
plements regular room keys with
a coded card which the guest
must insert into a black box in-
side the room within 30 seconds

of entering. That verifies that the
rightful occupant has entered the
room. If the card is not inserted,
the Americana's security console
will sound a warning. The guest
can reactivate the system before

A
classic
in its
own

time!
The 1976 Bicentennial edition of our celebrated

Little Red Book is just off the press. It's got an
updated, complete run-down of our services, our
people, and how you can reach them 24-hours
a day, 7-days b week. Evenwhere. Put a little
more independence in your pocket. It's free.

GAB
The nation's oldest and largest independent
insurance service organization.

General Adjustment Bureau
Management Services Department
123 William Street, NewYork, N.Y. 10038

leaving the room if there are any
valuables that need protecti6n.

The Algonquin Hotel, nine
blocks south of the Americana, is
the first hotel in the city to in-
stall a rival system, ADT's Card-
gard. (Mr. Taylor said Cardgard
was not feasible at the Americana

because of its cost).
The Algonquin, an elegant old

place with a literary reputation
going back to the days when Rob-
ert Benchley and Dorothy Parker
called it home, says it selected
Cardgard more for its sophis-
ticated smoke detection and en-

ergy saving options than for any
pressing security need.

Philip S. Frey, the Algonquin's
controller, revealed however, that
the hotel is getting a special low-
er introductory price for being
the first to try the system in New
York. He also was informed by
his insurance broker and carriers

that the hotel's insurance premi-
ums will be lowered somewhat
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for installing Cardgard.
Cardgard's basic feature is a

credit card-size piece of plastic
coded with a series of holes

punched into it. It fits into a slot
near the door and is used instead

of a key. A special code is worked
up for each guest who checks in.
When the guest checks out, the
code is cancelled and the card

will no longer open the door. If
the guest's card is lost or stolen,
a new code can be generated im-
mediately so no thief can use the
first card.

The Ramada Inn in Portland

Me., and the Colony Beach Ten-
nis Resort in Longboat Key, Fl.,
already use Cardgard, as does
the Orlando Hyatt House Hotel,
which handles a large volume of
guest traffic from nearby Disney
World. The Hyatt House reports
good results, with no known ma-
jor thefts since the Cardgard
system has been in use.

Cornell's Dr. Compton, the ho-
tel engineering expert, fears that

It i
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somewhere down the line, crim-
inals will be able to beat the elec-
tronic coded card system and gen-
erate counterfeit mastercards in
much the way credit card fraud
is now being carried out.

But he says he has not heard
of any instances of this happen-
ing as yet, and that the card sys-
tems are infinitely more secure
than the conventional door lock
systems now in widespread use.
They are infinitely more expen-
sive, too.

Dr. Compton estimates that the
various card systems cost be-
tween $200 and $350 per room,
depending on options selected,
and may cost more for older ho-
tels where wiring is difficult

"When hotel managements
compare $350 per room to about
$35 for a conventional lockset,
and when some of them have
1,000 or more rooms to consider,
bottom line operating expenses
scare them away from the card
systems," he said.

A New York Times survey es-
timated that between $100 mil-
lion and $300 million in hotel
guests' credit cards and travelers
checks are stolen annually, plus
about $500 million in hotel silver-
ware, towels, food and liquor. An
obvious security precaution to
help cut back these loss areas is
increased surveillance.

Some hotels, like the Hyatt Re-
gencies in Chicago, Atlanta, San
Francisco and Los Angeles, have
designed their buildings in an
architecturally open arrangement,
with the access halls to all guest
rooms clearly visible from the
spacious lobby below. Glass-en-
closed elevators complete the
clear visibility for security guards.

But such arrangements some-
times pose completely new prob-
lems. A number of housewives
and businessmen have picked the
open lobby of the Atlanta Hyatt
Regency as a spectacular place to
leap to their deaths.

The Atlanta hotel's security
people weren't available for com-
ment on the matter, but former
employes told Business Insurance
that the Regency considered a
number of complicated security
devices to protect guests below
from falling bodies.

One assistant manager who
says he quit from tension and
went to manage a hotel in North
Carolina, described a plan to
shoot nets out to catch people who
jumped. The nets were to be ac-
tivated when the person would
break a photo-electric beam dur-
ing the fall. The plan was
scrapped. When it comes down to
it, the basic responses of sharp
security people are the best pro-
tection against potential suicides.

The hotel has three or four
closed circuit television screens

going all the time so guards can
observe guests' behavior.

The security guards noticed that
people who were planning to
jump would be fastidious about
details like carefully removing
their sportscoats or taking off
their eyeglasses and setting them
aside as they peer over the edge
of the rail.

If the guards notice anything
like that, they are trained to rush
over to where the person is and
get them away from the rail.

Protecting people against thefts,
protecting people against crimin-
al assault, and sometimes pro-
tecting people against themselves
is what the whole hotel safety/
security business is evolving to
these days.

It is becoming an increasingly
complicated business, and one
which is going to have to take
some hard risk management ap-
proaches, experts are saying, if
hotels are going to make it
thr6ugh the crimewaves and at-
tending lawsuits that have made
innkeepers' liability leapfrog. •
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Vandals, thefts, assaults send retail
mails shopping for TV surveillance

By SUSAN ALT

CHICAGO-The eyes of some-
one are upon you. At least when
you're in or near any big regional
shopping center.

Security in shopping centers
used to mean haying a few guards
euphemistically called ushers, pa-
trolling the interior of enclosed
mails. Developers and managers
even played down the role of
guards by saying they were used
mostly to control the flow of
traffic.

But as fear gripped the throats
of customers riled by rising car
thefts, attatks by muggers in
parking lots, vandalism, theft
from parked cars, and purse
snatchings in broad daylight in-

side malls, shopping center man-
agers had their consciousness
raised fast.

For one thing, security at shop-
ping centers is no longer some-
thing needed in small doses be-
cause of possible "negative" ef-
feet on customers. In the last

year, shopping centers across the
nation have not only beefed up
security programs-hiring more
guards, installing tv camera sur-
veillance in parking lots, using
better alarm and lock systems-
at a cost of millions of dollars,
but are publicizing the efforts
for all they're worth.

The reason? Customers often
didn't feel safe at some shopping
centers, and retail business began
falling off. Since most long term

leases with store tenants are
based on a percent of gross sales
revenues, owners and managers
of ynalls were hit squarely with
the issue: increase security and
pull customers back, or the pock-
etbook will suffer.

"The physical assault (against
customers) is something nobody
wants to talk about, and it is
really a minor problem in terms
of the number of people ever at-
tacked compared with the num-
ber of shoppers at a center each
day. But it can have a very de-
pressing effect on people's will-
ingness to shop at the center,"
said John Lehrer, a Chicago-
based shopping center consultant.

Electronic surveillance systems

are being installed in some cen-
ters, especially in the ones where
there's been a severe problem in
the past. But the sophisticated
systems are by no means going
into all enclosed malls as standard
equipment when they're designed.
And Mr. Lehrer, for one, believes
"it's much more reassuring to
customers to see live persons at
the center in the form of security
personnel."

The dimensions of the problem
have changed over the 20-year
evolution of shopping centers. Old
strip centers didn't lend them-
selves to loitering. But the en-
closed mall has dramatized the
risks to customers and their prop-
erty, as well as exposed shopping
center tenants and property to
vandalism, theft, arson, assault.

Shopping center property it-
self is pretty hard to steal or
damage, but mall lounges and
fixtures still have to be designed
so couches and pictures can't be
defaced, and lights can't be
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kicked or toppled. Some older
shopping centers having public
restrooms now regret them, and
are redesigning so they can't be
vandalized. "There's a tendency to
think in terms of not having pub-
lie restrooms any more," says a
mall architect. Centers work hard
to hold mischief levels down to
"reasonable" levels from such
things as plant and lightbulb
stealing done "for the sheer hell
of it."

Luxurious decorous malls are
equally inviting to customers and
vandals, bona fide spenders and
kids skipping school. While some
architects and developers are
adamant that so-called "internal"
theft is the problem of individual
retail tenants, most mall owners
and managers express concern
with overall systems to help pre-
vent shoplifting.

Security systems don't have
much effect on insurance premi-
ums, because shopping centers
aren't liable per se for events in
parking lots or enclosed areas.
Neither do they want to be con-
sidered negligent, however. Fol-
lowing the McCormick Place fire
in Chicago in the mid-1960s, most
insurers wouldn't underwrite
shopping center risks where en-
closed malls weren't sprinklered.
So that's a minimal requirement.
For a center thinking in terms of
sprinklers alone for protection,
the cost is currently running 75
cents to $1 per square foot in an
enclosed mall, about double what
sprinkler installations cost five
years ago.

At the least, then, this requires
an investment of $300,000 to
$500,000 initially, a figure boosted
easily to $1 million or more when
it involves a closed circuit system
with monitors, two-way radios,
fire alarms, water flow alarms,
and top quality sprinklers.

A manager of an older center
told Business Insurance that in-
surers threatened to cancel cover-
age on his 10 year old unsprin-
klered mall unless a system was
installed, at a cost of $550,000.
"This meant we were able to at
least secure insurance," noted the
manager. Fifteen years ago, in-
surers didn't even require sprink-
lers in enclosed malls. But now,
a single regional center represents
a value of $30 million or more.

At mails encountering the
problem of bad publicity because
of murders in parking lots or
nearby, patrol cars and rotating
tv cameras are being added
wholesale. Ssome of this type of
publicity has caused Joseph C.
Donlin, general manager of the
nine year old Dixie Mall, on Chi-
cago's suburban south side, to
beef up his programs. He says
that with more patrol cars work-
ing 8 a.m. to midnight and with
new tv surveillance, "we have
reduced our exposure to assaults
against people and property to
about three incidents per month
from about 10 per month."

The new electronic surveillance
system at Dixie Mall in Harvey,
It., uses a central monitoring
board and carneras that pan and
zoom in on problems. It was sup-
plied by Seeburg, and chosen for
its completeness and flexibility,
said Mr. Donlin.

Most shopping mall managers
using tv systems with monitors
install 15 to 30 cameras for in-

terior shared space and exterior
security, and choose the short
term leased-purchase with main-
tenance plan over three to five
years. This adds 10% to 15% to
the cost of a system, but spreads
the outlays over several years.

Dixie Mall upgraded illumina-
tion of its parking lot not long
ago, too, installing lights giving
off five feet of candie power at
ground level, costing about $190,-
000. Typically, shopping centers

Continued on page 26
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Shopping mails...
Continued from page 24
have lights giving off one foot of
candle power.

Dixie Mall employs eight full
time security officers, and anoth-
er four to six part time. Three
more people were recently em-
ployed for the three shifts to
monitor the tv system.

"About 70% of our annual ex-
penditure of $110,000 goes for se-
curity personnel," said Mr. Don-
lin. "I think the trend for centers
in general might be changing
from about 100% of the expendi-
ture on personnel to 55 % for
staff, and the rest for electronic
surveillance and automated equip-
ment."

Other experts and managers
agree with Mr. Donlin. But the
shift is not because personnel is
being downplayed. It's due to a

need to augment security staff
with sophisticated electronic
equipment, such as central moni-
tors. And the shift is slow, in-
deed. Sol Morris, a shopping cen-
ter architect with Chicago-based
Sidney H. Morris & Associates,
says in 99 out of 100 centers now
operating, there is only a mini-
mum protection system consisting
basically of sprinklers. The big
regional malls Mr. Morris is cur-
rently planning don't call for elec-
tronic monitoring systems or tv
cameras in parking lots, either.

The 13-year-old Randhurst
Shopping Center outside Chicago
cites increasing incidents as in-
centive to install a new parking
lot surveillance system scheduled
to cost about $25,000, not includ-
ing maintenance. Harold J. Carl-
son, vp and general manager of
Randhurst Corp., which operates

..

three regional malls, says the cen-
ters currently only use two-way
radios and water flow signals
coupled with security person-
nel ("Please, don't call them
guards").

"We think the capital invest-
ment and operating cost of the
parking lot surveillance system
are less than adding the manpow-
er to patrol the lot, because we'd
probably need four more people,"
said Mr. Carlson. Three or four
cameras will be needed for the

6,000 space lot. Primary vendor
of the system being bought by
Randhurst is Jensen, maker of
the cameras. Mr. Carlson is also
using some Panasonic equipment.

Total dollar losses haven't been
big in Randhurst's 13 years, said
Mr. Carlson. "These usually
aren't large enough to exceed our
deductible of about roughly $ 1,-
000. We're looking at incidents of
$50 to $100." In 1974, Randhurst
spent $104,000 for security per-,

sonnel payroll, insurance, vehicle
maintenance, uniforms and all;
in 1975, this is rising to about
$112,000, increasing mainly in the
areas of wages and insurance
costs. The center has its coverage
with General Accident, for com-
prehensive general liability, ve-
hicle liability, workers' compen-
sation, and an endorsernent for
personal liability of employes in
case of false arrest or wrongful
detention.

Depending on where mails are
located, theft of cars from park-
ing lots can run anywhere from
10 to 12 a month for a regional
center in the Detroit metropolitan
area, to as high as 35 or 40 cars
at a few centers around Chicago.
One center is known to have had
70 cars stolen in a recent month.

Center managers believe there is
an "implied responsibility" to
shoppers to protect their proper-
ty. One manager explained that
the courts might view a center
owner's liability as based on the
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fact a shopper is an invitee while
at the center. Larcenies from
autos in lots are estimated to run
between six and 12 a week, on
average.

Frank Schaffer vp and general
manager of 22-year-old Ever-
green Plaza Shopping Center in a
Chicago suburb, has cut the rate
of car thefts to one a month by
adding four fulltime patrol ve-
hicles, and a better lighting sys-
tem with sodium lights. "We
want it lit up like a Christmas
tree," he declared. Evergreen
spends close to $300,000 annually
for security, including insurance,
and has 22 uniformed guards pa-
trolling, about a third more than
other centers of similar size.

A highly successful regional
mall which installed electronic
surveillance long after it was
built is Northland in Detroit,
operated by Dayton Hudson Pro-
perties. Northland, 21 years old
and Dayton Hudson's largest cen-
ten got camera eyes and monitors
two years ago, for an investment
of $200,000. (In fact, the owner
is currently completing a pro-
ject to enclose Northland.) Two
of Dayton Hudson's five Detroit
malls have electronic surveillance
systems.

Peter Kulbaba, security man-
ager for the eastern region of
Dayton Hudson Properties, said
he employs 30 security officers at
Northland, compared with 20 at
the other very large mall, East-
land, and 17 to 18 per center for
the three smaller units. He spends
about $500,000 a year total for
personnel and systems mainten-
ance, over half of this for per-
sonnel.

"We will be going the electronic
surveillance route in our new
shopping centers," he disclosed,
"because we think there's a
chance of savings on personnel
costs over ihe long run." The
computerized monitoring system
which Mr. Kulbaba has decided
he wants to install can be pro-
grammed to handle all shopping
center maintenance tasks, includ-
ing temperature control, doors,
fires, smoke, people flow, boiler
and machinery maintenance,
electrical and water system. The
total programmable system re-
quires an outlay of about $350,-
000 in a new regional center,
about $200,000 of which is direct-
ly related to security.

"We're also thinking now about
putting emergency phones in all
the parking lots. They would ring
directly to the security depart-
ment," Mr. Kulbaba said. Such a
plan would require about 12
phones at a center like Northland
wtih nine lots and some 10,000
parking spaces, at a cost of about
$40,000.

"And it's possible we might in-
crease the number of electronic
surveillance cameras ( in the lots)
to be able to hit the dead spots,"
he added. Dayton Hudson uses
Motorola equipment, each camera
costing $22,000.

Dayton Hudson has a unique
system because of its guards, Mr.
Kulbaba believes. "There's no-

body in the whole country with a
security system like we have. Our
officers are under state control.
They are all deputized police of-
ficers, trained for a minimum of
80 hours under state police regu-
lations. So they have the power of
arrest (for misdeameanors),
while other security guards can
only arrest for felony," he com-
mented.

This in-house security force is
no cheap proposition for Dayton
Hudson. Mr. Kulbaba alone

spends $7,000 to $8,000 a year just
for four annual refresher courses

for the officers manning only one
center. Initial training costs about
$800 per officer. m
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People, not cameras
matter in optimum
surveillance programs

CHICAGO-"No security sys-
tem or electronic system is any
good unless you've got a good
team working for you," declares
Harry L. Rockwood, general man-
ager of Lakehurst Shopping Cen-
ten one of the biggest regional
suburban centers in this area.

Mr. Rockwood, a certified shop-
ing center manager (CSM), was
responsible for the installation of
a highly sophisticated electronic
security system at Lakehurst and
recent additions to the system.
But he maintains a "good staff"
of about 16 full time security peo-
ple. At least two of them are

working at all times, and during
special events Lakehurst has as
many as 10 security personnel
patrolling the interior of the en-
closed mall area.

Some fire and security protec-
tion electronics were installed in
the two-level center when it was
built in 1971. A local firm, Wig-
dahl Electric, installed that equip-
ment, which included a Honeywell
panel to monitor the sprinkler
systems in the four separate
building comprising the Lakehurst
complex. The system has a flow
control alarm, and prints out by
computer the location and other

data when the panel is alerted,
plus it puts out an audio call to
the security staff. It is also hooked
up lo the local fire station and
police station, and puts through
automatic calls when alarms are
tripped.

"lIn addition, eachatore of the
114 in the center, and the 10 near-
by stores, has an exterior light to
indicate water flow, for watchmen
to see when stores are closed,"
said Mr. Rockwood. Each member

of the security staff carries John-
son Radio equipment at an times.

Lakehurst's security offices al-
so contain a Johnson service pan-
el, supplied by Johnson Controls.
This is a pneumatic system in-
dicating any machine breakdowns
or malfunctions. "It contains idiot

lights showing any problems and
what they are. That was built into
the initial cost of the center, and
ties into our heating and ventilat-
ing plants," Mr. Rockwood noted.

The newest addition to the

$80,000 security system at Lake-
hurst is a system of rotating tv
surveillace cameras ( 10 indoor
and five outdoor in parking lots)
controlled from the central panel.
The cameras pan, and can be used
to zoom in on people or cars in
the lots "so we can even pick up
license plate numbers," says Mr.
Rockwood, delighted with his
overall system. This equipment
came from Diamond Power, Lan-
easter, Oh., at a cost of about
$50,000 capital investment.

"I visited some malls in Cali-
fornia which have exterior tv

scanners, and my feeling was that
any real problems are on the ex-
terior of the mall," he cited as
reasons for the additions to the

program. Lakehurst has one pa-
trol car cruising the 6,200-space
lot, with the cameras equipped
with flood lights for .nighttime
surveillance and a loudspeaker, so
that the control room can talk to
people in lots.

"What has been happening in
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many centers is that loading docks
and parking lots are where the
problem really is. Cars are van-
dalized and stolen. The potential
for physical attacks was there
and we were concerned about this.
My opinion is that if I were build-
ing a mall, I would go with out-
side surveillance even before I
build in the inside systems," Mr.
Rockwood is convinced.

He said there are "even more
sophisticated tv camera systems
now" being developed by Dia-
mond, which provide for auto-
matic sequential scanning by cam-
eras so there are never any un-
watched spots. If a center is set
up for the system, and only needs
to install individual new cameras,
the investment for this system
would be on a cost per camera ba-
sis at about $8,000 each, said Mr.
Rockwood. A center like Lake-
hurst would need about six cam-
eras at a cost of about $48,000.

Lakehurst is on a lease-purchase
plan for its initial built-in fire
and security system, and pays
about $150,000 a year for equip-
ment, maintenance, and personnel,
with payroll for personnel taking
about two-thirds of that.

"I think there's more emphasis
being put on electronics," said Mr.
Rockwood. "I think they've come
a long way."

The systems have also come a
long way in helping to reduce in-
cidents of vandalism and shop-
lifting. Parking lot arrests have
nearly tripled while arrests inside
the mall, where the highly visible
cameras act as a deterrent, have
dropped from an average of 25 a
month to seven.

The 114 merchants in the center,
anchored by four big department
stores, said their average theft loss
per month is down to 1.2% of
gross sales, from a previous rate
as high as 4.6%.

"This system is effective be-
cause employes are not walking
out the back doors and carrying
merchandise out when people
aren't around at off-hours, so the
merchant shoplifting problem is
certainly helped," Mr. Rockwood
concludes. •

AIG doubles

excess cover

to $10 million
NEW YORK-American Inter-

national Underwriters is doubl-
ing its capacity to $10 million for
excess and umbrella coverages
written by the specialized casual-
ty lines department.

The department will accept up
to $10 million on worldwide com-
mercial accounts, including the
U.S. and Canadian exposures of
multinational companies provid-
ing the companies have some
overseas exposure and have a
minimum of $10 million in un-
derlying insurance coverage.

The excess coverage can also
be applied in addition to primary
foreign coverages written by AIU
provided the limit does not ex-
ceed $1 million.

Risks which do not qualify for
the new excess coverage include
pharmaceuticals, utilities petrole-
um and petrochemical exposures.

One broker questioned the val-
ue of the increased capacity when
it is not available for so many
companies whose risks are ex-
cluded. "They're the risks that
need that capacity, yet they're the
ones not able to get it," he said.

A spokesman for AIG noted
that he appreciated the fact that
these classes are hard to place.
"It's most difficult for these class-

es to obtain high limits of cover-
age," he explained. •
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Safety committees, services impact on costs
CHICAGO-Companies con-

centrating on safety, offering
safety services to employes and
sponsoring safety committees,

tend to pay substantially less for
workers' compensation insurance.

This was the indication from
some preliminary findings of ex-
panded -safety reports being done
by the associations division of the
National Safety Council, based
here.

Barbaragail Dancewicz, techni-
cal specialist for the associations
division, last year expanded the
industry reports done annually
by the NSC to include insurance
premium information. The re-
ports began a number of years
ago to tally accident frequency
rates for a group of related com-
panies in an association.

They have now grown to 20 to
40 page reports which include

data collection, illustrations, and
analysis of member companies'
accident and illness rates, acci-
dent types, safety and health ser-
vices, safety materials, OSHA
citations and penalties, and spe-
cific problems such as noise and
hazardous materials. From now
on, the reports will also routine-
ly include workers' compensation
insurance costs and rate com-
parisons.

The NSC is planning to compu-
terize these studies so that cor-
relations between these data can
be drawn. The computerization
should be completed by early
1976, said Ms. Dancewicz.

The object of this exercise is to
help NSC participants "relate
their safety activities to a dollar
effect of resource allocation," said
Ms. Dancewicz. She- is particular-

ly interested in knowing whether
such things as OSHA compliance,
management attitude or insurance
purchases have a relationship to
safety records.

The latest set of reports com-
pares average workers' compen-
sation insurance costs per em-
ploye per year paid by companies
engaging in various safety activ-
ities, to costs for those companies
without these safety programs.

Of the 12 association reports
Ms. Dancewicz compiled for 1974
and 1975, on average those com-
panies with safety activities pay
$100 less per employe per year for
workers' compensation insurance.
The reports were compiled for
groups including the Northeast-
ern Manufacturers Assn., Na-
tional Utility Contractors Assn.,
and the Screen · Printers Assn.
International.

Three questions in the report
were correlated to insurance in-

formation: Do you have a safety
committee? Do you have one per-
son (at least) responsible for
your safety program? and Do you
have trained first aid personnel?

Ms. Dancewicz said she is in-

terested in correlating other safe-
ty responses also, but these three
areas were the only ones offering
sample, for any valid interpreta-
tion. Areas she would like to ex-
plore in the future for relation-
ship to insurance costs are the
presence of staff industrial hy-
gienists, noise problems and

abatement measures, OSHA cita-
tions, safety training, and hazar-
dous materials exposures.

In reports completed since in-
surance questions were added,
Ms. Dancewicz found workers'

From a small beverage stand serving
draft root beer to over 2,000 quick
service restaurants in 47 states,
Canada and the Far East. That's

the A&W growth story And now
wherever A&W franchisees may
be they can enjoy multiple line
insurance protection and quick
service from Home.

Through insurance broker
Fred. S. James & Co. The Home
protects A&W people and property
with convenience and economy We
do the same for a number of other
nationaland multinational franchises.

Home knows the franchise field.

Home knows quick service. \Unt
proof? Contact your broker Or look
for your Home agent in the

, Yellow Pages.

/-. / Home
Insurance

. 4 Companies

compensation insurance premi-
ums were far lower, by more
than $100, in fact, per employe
per. year, when companies said
they had safety committees in
their plants. There was less of
an insurance cost differential evi-
denced when companies said they
had a staff safety manager, and
the difference in insurance cost
was least when related to trained
first aid personnel.

Ms. Dancewicz said she would
eventually like to tie these re-
ports by industry in with insur-
ance programs for association

members, working closely with
insurers underwriting risks for
an industry.

For a group like the utility
contractors, the report covered
3,000 employes, and found an
average workers' compensation
premium paid in the industry was
$313 per employe per year. Most
firms reporting in this study had
under 50 employes.

Companies in the screen print-
ing business were found to pay
an average of $87 for workers'
compensation insurance per em
ploye per year,. with the highest
payments being made in Ohio, at
$166 per employe per year for
this industry. Lowest premiums
were found in Wisconsin for the

screen printers, averaging $19 per
employe per year. About 75 % of
the companies reporting for this
association have less than 50 em-
ployes, and the report covered
4,000 employes.

In the lumber industry, work-
ers' compensation premiums were
found to average $309 per em-
ploye per year. Companies re-
porting had an average of 41 em-
ployes.

$115,000 fraud
A $115,000 fraud against Crum

& Forster Insurance Co. was cov-

ered in large part by the com-
pany's fidelity bond, according to
a Crum & Forester spokesman.
The policy includes a $2.500 de-
ductible.

Though he refused to name the
underwriter of the bond, the
spokesman expressed. confidence
that most of the amount lost is

covered under the policy.
A former Crum & Forster vp

for corporate communication and
his brother pleaded guilty to
charges of scheming to defraud
the company of $115,000. The two
allegedly submitted false invoices
representing market research for
the company.
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Brunswick safety chief sees workers
taking more care in rough economy

SKOKIE, IL.-"Workers take
more care in bad times so that

fewer accidents happen," believes
Mike Krikorian, corporate safety
manager for Brunswick Corp.,
based here.

He thinks part of the reason for
the phenomenon is increased fear
of being laid off during a reces-
sion. "If anyone is laid off it's
usually a younger, less experi-
enced worker. This leaves a work-

force composed of older workers
who are better trained and have

fewer accidents," he claimed.
With some 30,000 workers at all

Brunswick locations, Mr. Krikori-
an is convinced that "millions of

dollars have been saved in lost

work time and workers' compen-
sation insurance," but he declined

to be more specific than that. He
did estimate that his company
would have self-insured workers'
compensation coverage "in the next
three years."

At Brunswick, the philosophy
that "employe safety is above all
profit motives" is firmly estab-
lished. And no wonder. The mes-
sage comes from the chairman of
the board himself and is "fully
supported by all executives," Mr.
Krikorian said.

"The setting of priorities always
depends on the top management's
attitudes in an organization," he
observed.

"When we deal with a plant or
division concerning safety or se-
curity, they're quite cooperative,"

he continued. "I find that if you
make people aware of the prob-
lem, it's enough to generate the
proper response."

At Brunswick, goals and objec-
tives are set and performance is
measured against these goals, Mr.
Krikorian said. "It gives manage-
ment some guidelines for general
performance ratings, he believes.

Every year, the president's safe-
ty award is presented to the plant
location which has demonstrated a

record of "highly infrequent ac-
cidents" and the ceremony, com-
plete with top corporate brass, is
held during working hours, he
said.

"The entire subject of loss con-
trol has got to become part of the
company's philosophy," he be-

lieves. "A certified safety profes-
sional has got the expertise and
skills and should be assigned full
responsibility for loss control,"
said Mr. Krikorian, whose other
duties include industrial security,
product safety, industrial hygene
and OSHA compliance.

He utilizes one full-time certi-
fied safety professional in most
plant and warehouse locations as
well as regionally for retail store
outlets. He said he has 100 safety
administrators.

Mr. Krikorian said he collects

all accident data for the company's
workers' compensation records.
"In a sense we audit the insurance

company claims for payments to
(injured) Brunswick employes.
We evaluate the types of accidents
that should be paid workers' com-
pensation benefits."

Another area on which Mr.

Krikorian shared his insights is
employe theft, which he views as
substantially increasing, and gen-

Keeping your skilled employees
one more reason why we'(l 

rather help you prevent al
than just reimburse it

If your plant was severely
damaged by fire tomorrow, could
you retain your skilled employees?

Chances are, many of them -
including valuable salesmen -
will find jobs with competitors,
aggravating the situation for the
company trying to rebuild its plant
and keep its customers. This
amounts to a lost investment, not
recoverable from insurance. And

then there's the cost of hiring and
training new employees.

The hard fact is that against

today's economic background a
company cannot afford a cata-
strophic loss which imposes severe
and unrecoverable indirect losses.

That's why, before we
provide insurance, we'll work
closely with you to protect your
business against the perils that
cause so much unnecessary damage
and loss. Our experts can show
you how a loss prevention program
helps you to protect yourself.

At Philadelphia
Manufacturers, we talk more

about "protection" than
"insurance." For good reason. It's
always better for your business to
work to prevent a loss, than to
simply insure against it and take
your chances.

But today, it's more important
than ever.

Write for a copy of our new
loss prevention brochure. Or
call your nearest Philadelphia
Manufacturers Account

Representative and ask how
we can help.

1:1 0, 7;-77

YEf[{fl DISTRICT OFFICES: Atlanta, Ga.; DeWitt (Syracuse), N.Y.; Greensboro, N.C.; Houston, Tex.; Whittier (Los Angeles), Ca.;
 ik l 11 New York City, NY., Southfield (Detroit), Mich.; Towson (Baltimore), Md.; Toronto, Ont.; Valley Forge (Philadelphia), Pa.

20

to

PAR!*. PROUC 104

philadelphia
Manufacturers
MUTUAL INSURANCE COMPANY

Box 824

Valley Forge, Pa. 19482
(215) 687-8150

eral security measures.
He recommended "making it as

difficult as possible" for employes
to steal by communicating "a
tough but positive policy" on pre-
venting thieves from operating ef-
fectively.

Make all employes realize that
if they're caught stealing, they'll
"be discharged" and probably
"prosecuted," Mr. Krikorian ad-
vised, adding that companies
should make the information part
of its "official records" on the

ernploye.

"A quick identification of van-
dalism is important," he said. The
first thing he does when a plant
reports vandalism or theft is to
"determine how effective the

guard force is." Find out "how
much control they have over ac-
cess to the property," he added.

Mr. Krikorian uses a checklist
for the plant's perimeters to see,
for example, if any part of the
fence is broken or damaged. He
advised physically walking around
the property to see "if products
are being thrown over the fence
or out of the windows" to be col-
lected later.

Look for ways that material
could have been taken out of the

facility without being noticed, he
suggested. Check if there has been
"collusion" with delivery persons
or waste collectors. In one case,
Mr. Krikorian said he recommend-
ed that waste be disposed of
through a compressed trash pro-
cess.

He also advised "establishing
finn policies on returned goods-
either those which are defective

or thought to be defective." Many
companies forget that these pro-
ducts do come back," Mr. Krikori-
an said.

"If they are defective and of
no further use, have the goods de-
stroyed," Mr. Krikorian said. "If
they can be used, then donate
them to charity."

"You need an inspector or su-
pervisor specifically assigned to
inspect the returned goods as they
are received. It should be someone
in authority," Mr. Krikorian re-
commended. •

A&A buys ECCO
NEW YORK-Alexander &

Alexander Inc., New York,
merged with ECCO General
Agency Inc., a Houston, Tx. in-
surance agency. The merger is
the third largest carried out by
A&A since the firm went public
in 1969. ECCO's annual premium
volume as revealed in Business

Insurance is $24 million, with
gross revenues of $2.1 million.
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in Los Angeles is
Art Kindler
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"The biggest problem at any
supermarket or discount store is
the cashier reducing prices for
friends and relatives," according
to Sheldon M. Levine, corporate
director of security for Wald-
baum's Inc., a large chain of 128
supermarkets based in Gericho,
Long Island. Although retailers
face a growing problern of col-
lusion between employes and out-
siders, resulting in theft, "thefts
at our units are primarily indi-
vidual actions," he said.

The problem of outsiders ring-
ing up a $1 price on a $3 item
for friends and relatives is called
"sliding", '
difficult kinds of stealing to un-
cover, says Mr. Levine, '
know when management is weak-
est, when the supervisor
for coffee.
own times.

services and undercover opera-
tions to combat this," he noted
They're also toughening up n
management safeguards, r

signs of sliding, such as custom-

lines are available.
Another problenn

is the cashier who es

then skims the money before i
goes into the register,
the difference between r
price and register
where the Shopping

per store, a retailer hires
fesional "shopper" to enter
store looking like an
customer, go through a
lane

tions.

The average retail chain has its
stores shopped at least once a
month, and usually twice a month.
In stores having a problem with
sliding or skimming, professional
shoppers will be hired to visit
once or twice a week.

The retail industry spends an
average of 0.55 % of gross sales
on loss prevention, and in markets
where shoplifting and internal
theft are backbreakers, retailers
put out as much as 2 % of gross
sales annually to prevent goods
from walking out the door unre-
quited.

Most chains contract with out-
side suppliers for services of pro-
fessional shoppers. Gray Drug,
with about $300 million in sales a
year, spends some $45,000 a year
just on that shopping service.
Gray spends less than the average
on total loss prevention, at about
0.35% of gross sales per year,
noted Mr. Parker.

Gray specifies that each visit
by a shopper must include a sin-
gle shop (ringing up and paying

business insurance, October 20, 1975/33

Retailers broaden use of snares for shoplifters
for items normally), a double buy trained in-house. Five regional "Only undercover agents can for. So is no shortage at all." Other

(remembering to purchase an ad- skilled loss prevention directors detect sliding," Mr. Parker is con- tools of loss prevention include

ditional item after the cashier has inspect each facility and store no vinced. He noted, however, that front and back door surveillance,
already tallied the receipt, offer- less than once a month, to detect in-store tv cameras are being used staff observations of store open-
ing the cashier a chance to pocket cashier sliding by watching for more frequently for this, so that ings and closing, when loss pre-

such telltale signs as visible ac- films can be scrutinized. vention officers watch for meet-
ings in parking lots which might

{SAFETY/ SECURITY] t55 J5mjg;Yedcltl 5 Gray Drug also uses informants indicate sliding. At closing time,

REPORT ing pennies to record dollars tal- to combat theft. Usually the in- bags are checked as employes leave

lied by thieves for later pocketing, formants are loyal employes who the store.

the money for the last-minute or systems using matchbooks feel uncomfortable with knowl- A major problem for the whole

items), and a refund purchase (a alongside a register, with one edge of wrongdoing. Accounting retail industry is collusion be-
deletion and refund on an item al- match torn out for each dollar tools are important, says Mr. Par- tween employes and vendors,

ready rung up. stolen. The novice knockdown ar- ker, to screen cash handling rec- which creates the biggest exposure

In addition, Gray Drug has tist, as retailers dub the offender, ords of each employe. "Excessive to loss fronn one theft occurrence,

internal undercover operatives uses tally marks on paper. shortages are something to watch according to Mr. Levine. m

CHICAGO-Retail chains em-
ploy a whole bag of tricks to out-
smart the wiliest of in-house
thieves.

"We are rarely faced with us-
ing the psychological stress eval-
uation procedure in the polygraph
(lie detector) mode, because we
generally are able to close cases
quickly," once they are dis-
covered, said Joseph W. Parker
Jr., corporate director of loss pre-
vention for Cleveland-based Gray
Drug Stores Inc. Detection is the
hard part.

Gray, a chain of 275 drug
stores, 40 department stores, four
warehouse distribution centers,
with a fleet of 110 trucks and
some 6,000 employes, battles eve-
rything from the $1 and $2 theft
to the $20,000 embezzlement. "A
typical catch is $15 to $20, but
then the people we catch stealing
often confess to past thefts which
put them up to an average of
about $300 over a series of oc-
currences," says Mr. Parker.
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He knew self-reliance. And self-respect.
His decisions were based on truths etched in nature and in the few men like himself. This

was the spirit of independence.
Your independent insurance agent serves you with similar honesty and fierce practicality.

He feels he can best serve his customers and himself by maintaining his freedom of choice in
the companies he represents. He is not shackled by single corporate loyalty.

Grain Dealers Mutual works through independent agents and we believe their freedom
of choice results in better policy holders for us. Yet, this same freedom means we are com-
peting for their business, so we must offer them GD GRAIn DEALERS mUTUAL
the best possible product, service and assistance. f infurance company' 'll../.

And we are. Indianapolis 46202 · Omaha 68102 · Greensboro, NC 27405
San Francisco 94104 / Member: Improved Risk Mutuals

You benefit. They benefit. We benefit. Food Industries Federation of Mutual Insurance Companies
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ment stores must be hit twice as

much.")
The boutique manager says

losses before the system was in-
stalled were $22,000 over the
same time period, but "we

haven't caught anybody in two
years. Someone would have to
be absolutely dumb to walk out
with something that has a tag on
it."

The electrical system is backed
up by a three-item limit in the
dressing room, with a numbered

has the authority he needs to
get decisions fast. And that
saves time. Which means

you save even more money.

For example: One client
saved two days worth of
downtime because we

quickly quoted the rate on
equipment needed to put out
a raging oil fire. The rate was
right, the coverage was

tag system for keeping track of
each garment, but as she ex-
plained the system a customer
approached with two pairs of
slacks, a Mouse and a dress and

the manager helped show her
where the dresing room was with-
out questioning the number of
items going in.

"You know, you have to be
suspicious of everyone-I don't
like to be like that," the manager
says.

"The system is worth it, but it

bound, and the equipment
was put into action.

Today, more than 220 com-
panies are using AAMS to
insure such high-value, high-
risk marine exposures as
jack-ups; semi-submersibles,
drill ships, platforms and
drilling equipment, cost-of-
control and pipelines.

We want you to save

could be avoided by having a
good person in the dressing room
to watch people," she says. She is
under pressure, though, to cut
costs, and the home office dis-
courages her hiring extra em-
ployes, she explains.

Erica agrees the best security

is having a person in the dressing
room. "I don't like to take the
chance when there's no electrical

system," she says.
Erica has gone into semi-retire-

ment as a shoplifter, now that her
wardrobe is fairly well-stocked
and she doesn't need the money
as much as she did during college.
Beside the front-line defense of

having a girl in the dressing room
to watch, she suggests other ways
to make security tougher.
• Don't place the security tag in-
conspicuously. It should be in a
place where a slit would be no-
ticeable, she says, but the man-
ager of the boutique feels that
many people don't care what they

money, and we want to grow.
So we have to be better than

the competition. See for
yourself. Have your agent or
broker call the Manager,
All American Marine Slip, 80
Maiden Lane, New York, N.Y.
10038. Phone (212) 374-2667.

All American |1|0
Marine Slip 411'
U¥re insuring Amer*ah growth.
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do when they steal, and they will
rip off the tag no matter where
it is.

• Keep the store neat. "If every-
thing's a mess, you know they
won't notice it if something's miss-
ing," Erica says.
• Demand receipts when clothes
are returned. One of Erica's of-

ten-used tactics was to return the

item and get a refund, and she
says that store clerks hardly ever
ask for a receipt or look up her
name in the receipt book, unless
the garment is very expensive.
. Check the entire contents of a

purse, when apprehending a sus-

pected shoplifter. Erica tells of
one close call when a security
guard asked to see her ·purse as
she was leaving the store with a
stolen dress. She had removed the

tags, and her story was that she
worked as a waitress and needed

to carry a change of clothes to her
job. An alert guard would have
seen that her purse was empty

except for the dress. Erica says
she has occasionally walked out of
a store with her hairbrush in her

hand because a garment left no
more room in her purse.
• Be suspicious whenever some-
one takes a long time in the dress-
ing room. "It's impossible to get

' away with anything if someone's
constantly poking their head in
to see if you need any help,"
Erica says.

Like the story of the old store-
keeper who used only a cheap
lock on his door because it kept

honest people honest, and the
others would not be stopped by
any kind of lock, modern electron-
ic security systems seem to do
little more than prevent ordinary
shoppers from indulging their
momentary whims. The cost of
truly preventing theft may be
more than most are willing to
pay. "What would probably work
the best," Erica says, "is some
kind of overhead observation sys-
tem in the dressing room. It
wouldn't have to really exist, but
if I saw a sign that there was a
system like that, I would never
steal."

Japanese market
Royal Insurance Co., the U.K.'s

second largest insurance corpora-
tion is going into business in
Japan where it will handle insur-
ance for multi-national firms. Re-

ports in London say that leading
U.S. and other insurance compa-
nies outside Japan are also plan-
ning to enter the market, as the
Japanese Government is appar-
ently prepared to assist with fa-
cilities for overseas entry. Marine,
fire, auto and theft will be among
lines handled by Royal.

our
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in Richmond is

J. Robert Bond

DeJARNETTE & PAUL

307 W. Main St. 648-2882
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During the storms ...

Thats when you test
pension investment
ability.



Consistently superior results
from the"lighthouse"

Unionmutual achieved its leader-

ship position in the pension field by
produc ng consistently suoetor
results. We were there when the

financial seas were calm, and, more

importantly, we helped show the
way when they were "blowing
up a storm."

The"new money"rate
barometer

Just one indication of what we're

talking about is Union Mutual's
"new money" rate for '74. When we
first announced at 9.21% we looked

good, but as the industry's results
came in, we looked even better.

,r

Betteractual results mean

betterguarantees

You know why more and more
pension funds now seek the security
of guarantees. You should also know
that we are now offering some of the
most attractive investment guar-

antees in the histoty of insured fund-
ing. And we can guarantee principal:
annuity costs, annuity payments
and expenses.

A publishing first

We have just published a new
booklet entitled "NEW MONEY

(The Method Behind the Millions)."
It tells what a "new money" rate is,
how it's calculated, and how it affects
the cost of retirement plans Even if

1

you are an "old salt" in the pension
business, you ought to have a copy.

r---- FREE BOOKLET

3 I want to know more about "NEW MONEY
(The Metnod Behind the Millions)." Send me
a copy

 Name

Firm

Address

City

--

State Zip

Mail to: Art Ross, Director
Retirement Income Needs

Department A
Unionmu:ual, 2211 Congress St.
Portland, Maine 04102

call (207) 775-4411

--

9  Unionmutual
Union Mutual Life lnsurance Company Unionmutual Stock Life Insurance Company of New York Unionmutual Stock Life Insurance Co. of America
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Loggers have dubious honor o/ seeing
selves on screen, as bad examples

By JOANNE GAMLIN County, are key components of (EBI), the trade group's under-
an extensive safety program in- writer for workers' compensa-

SACRAMENTO, CA.- Em- itiated by Associated California tion.

ployes of the 300 companies which Loggers Inc., a high-powered, The ACL's role in the helicopt-
are members of the Associated three-year-old trade association, er rescue effort, he said, lies in
California Loggers Inc. (ACL) headquartered here. setting up a radio co-op that es-

"We are now planning a docu- tablishes communication amongmust pay close attention when
they assemble for their casual mentary that will depict examples widely separated loggers who are,
'tailgate' safety sessions. of good and bad logging safety naturally, equipped to receive the

If they don't, they risk having behavior," disclosed Dave Snod- Inessages.

their mistakes show up big as life derly, executive director of the California state regulations de-
on the screen. ACL. mand radio communications for

However, if these same logging men who work in the woods.

employes should be unlucky Mr. Snodderly went on to ex- Mr. Snodderly said that ACL's
enough to be injured while labor- plain in an interview with Busi- other role in the helicopter rescue
ing in the redwood forest, they ness Insurance that the air rescue work is that of guaranteeing the
can anticipate a helicopter rescue. operation is at present only a payment of the helicopter dis-

The evaluation of loggers' safe- pioneer project, set up by the patcher.
ty habits by video camera and the ACL in conjunction with the Na- "In the past, if nobody would
helicopter rescue service, now on- tional Forest Service and Em- pay he was liable," he explained.
ly an experiment in Mendacino ployee Benefits Insurance Co. The young association director,

r

E 31 safely consultants begin tailgate safety meeting for logging crew.

who Likens :he rescue effort in
the redwood forests to the heli-

copter work .n Vietnam, nourish-

teadyas
yougo.

We've been writing insurance for 133 to the latest in writing instruments: markers
years - steadily and continuously in the and computers. But we're still providing
seafaring tradition. insurance in the seafaring tradition.

Starting with the writing of marine We learned very early that the sea-
policies with quills in 1842, we've advanced farers who plied the oceans of the world

wanted insurance from a company that
knew its policyholders' business. They also
expected quick and thorough service,
prompt and ungrudging claims selements
and the security of an insurer which ba-ked
each policy with well-harbored resources.

0 They appreciated our "po-icyholders first"
attitude.

This seafaring traditicn has made
Atlantic the choice of mariners and shippers
both then and now. Extended to our com-

mercial and personal coverages, the sea-
faring tradition is also favored by business
and industry large and small- and by dis-
criminating individuals who appreciate the
fact that qua}ity does count -when selecting
i nsurance.

Insurance in the seafaring tradition is
available from the Atlantic Companies only
through selected independent agents and
brokers. Ask for quality insurance in the
seafaring tradition - from Arlantic.

Eflte 01{faydic tom/tifj,
Atlantic Mutual Insurance Company • Centennial insurance Company

Insurance in the seafaring tradition since 1842.
Home Office: 45 Wall Street, NewYork, N.Y 10005

es big hopes for this innovation
service.

. We intend to make it available

to loggers everywhere in Cali-
fornia," he declared, "and to tie
it to ambulance service."

The National Forest Service,
among other sources, supplies the
helicopters.

The safety program, which is
the creation of the association's

safety committee and by its car-
rier, EBI, encompasses the secret
video taping, a project of the un-
derwriter's safety man, Cal Cart-
right.

Mr. Snodderly said that the
institution of a three-year safe-
ty program was one of the first
objectives established when the
association's safety committee

started talking serbusly with EBI
in 1973 about the need for a long-
term program of =ccident control
to accompany the workers' com-

pensation coverage.
One of the firs: things which

the committee ani EBI decided

to do, said Mr. Snodderly, was to
sharpen training of 'green' em-

ployes.
"We also resolved early on that

Mr. Cartright wot.ld have to set
up internal safety programs with

each member ccmpany," con-
tinued the association director,
noting that the majority of the
ACL's members are smaller, fam-
ily-operated logging firms em-
ploying between 15 and 25 per-
sons.

"Our main objective here was
to ensure that the smaller mem-
bers receive as much attention as

the bigger guys," he punctuated.
However, once he is at a mem-

ber firm's headquarters, Mr. Cart-
right doesn't waste time attempt-
ing to inculcate tne junior part-
ners with a zeal for safety.

our

leader

*
in Rochester, N.H. is

Skip Kendall

KENDALL INSURANCE

90 S. Main St. 332-5800

SEE OUR AD ON PAGE 10



Rather, he goes directly to the
individual who runs the firm.

"As an association, we have the

power to put pressure on the guys
at the top," he said with some
pride.

It is after the head of an asso-

ciation member firm is persuaded
to lead a safety effort that Mr.
Cartright can go on to organize
'tablgate' meetings. These em-
brace foremen and the workers.

"These gatherings take place
when the foreman drives up in his
pickup truck and draws his em-
ployes together to discuss safety
habits," Mr. Snodderly went on,
pointing out that Mr. Cartright's
job is to keep careful notes on
these 'tailgate' meetings and to
record them for Cal OSHA.

The safety man makes it his

job to disappear when the meet-
ing dissolves. In reality, however,
he hides himself, with his video
cannera, a reasonable distance

from the workers. Protected by
the thick brush of the Redwood

forests, he can photograph them

with his zoom lens, capturing in
intimate detail how well the men

absorbed the lessons taught at the
'tailgate' meetings.

"He then returns to the group
and presents a picture show,"
said Mr. Snodderly.

Cal Cartright of EBI told this

magazine that his company's loss
analysis reveals that handling, be-

ing struck by a flying object and
being struck against an object, in
that order, are the chief kinds of
accidents to befall ACL member

employes.

The nature of the rnost preva-
lent accidents? Mr. Cartright said
that cuts and lacerations account

for 29.3 % of the total number of

accidents, contusions, for 22.7 %,
and sprains and strains, 20.4%.

"June is the worst month for

accidents, accounting for 22.1 %
of the total number that occur in

a year," he said, adding that fal-
lers, chokers and cat skinners, in

Prevention is

emphasis of
health plans

HARTFORD - Preventive

health care is being emphasized
in two new health plans devel-
oped by Travelers Insurance Co.

Called Medical Plus and Com-

prehensive Plus, both are de-
signed for groups of 25 or more,
and may be extended to smaller
groups in the future, according to
Christian T. Paul, vp at the com-
pany.

Medical Plus offers coverage for
expanded physician's services, ex-
plained Mike Manley, general un-
derwriter. This coverage will fit
in with any basic plus major med-
ical plan, said Mr. Manley.

Comprehensive Plus is a pack-
age which combines all the ele-
ments of Medical Plus and also a

comprehensive major medical
program, he continued. This plan
will cover 100% of the hospital
cost and 80 % of doctors' charges,
with "a $50 deductible on every-
thing else which pays 80 % of
those charges," he said.

Features provided in both plans
include "broad coverage of doc-
tors' services, including home, of-
fice and hospital care," periodic
physical examinations, routine
pediatric care for children up to
age six, ambulatory care benefits,
immunizations and injections.

Premiums for the Medical Plus

plan could average $8 a month for
an employe and $13 a month ex-
tra for one or more dependents,
Mr. Manley said.

Rates for the Comprehensive
Plus plan varied too greatly to be
quoted, Mr. Manley said. m

that order, are the kinds of em-
ployes most apt to be injured.

Mr. Snodderly said that the
foremost reason why EBI was se-
lected to be the association's
workers' compensation carrier

two years ago was its comprehen-
sive computer loss analysis, and
its specialty approach.

"We expect to pay them ap-
proximately $1.5 million in pre-
miums from this year to mid
1976," he revealed, adding that
his group will pay out this figure
despite an anticipated reduction
in its loss ratio.

Although that figure has not
been finally calculated yet, the
association director estimated that

it will be under 40 %. He pointed
out that 50 % is average for the
logging industry.

Moreover, he said that if his
association members-who are in-

sured by EBI on an individual
basis-do as well loss-wise, as he
expects, the group will receive a
welcome dividend. •
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Could you be put Out of business
beforeyoucouldputoutafire?

At the very least, a computer fire
means you'd probably have to
hire temporary accounting help,
just to keep the books and
payroll current.

And it could be even worse

if a computer is what makes
yourcompanygo. No computer,
no income.

Computer downtime is
expensive.
Consider what a fire would

cost in terms of lost business

while repairs were being made.
How much business do you do
in a week? How many orders go
through your operation in a
week? And what if repairs took
two weeks? Or even three?

It adds up to a lot of lost
business (not to mention lost
goodwill from customers). It
probably adds up to a lot more
than the cost of a fire protection
system, too.

America's computers are
under-protected.
With the future of yourcompany
largely dependent on your
computers, we hope you have a
good fire protection system
already installed.

If you do, then you're an
exception. Because we know
that only a small percentage of
existing computer facilities in
this country have adequate fire
protection systems. We are also
aware of the tremendous
losses that EDP facilities suffer

each year due to fires.
How many kinds of computer
fire protection systems
are there?

There are only two that are
practical, COQ and HALON 1301.
Chemetron has them both.

Get a free fire protection
survey.

We'll conduct a thorough survey

and analysis of your computer
installations and put together a
detailed recommendation on

the fire protection system that's
right for you. No cost or
obligation, of course. Write
today for our brochure,
"HALON 1301, Folio 9-2," to
Don Roberts, Chemetron

Fire Systems, 111 E. Wacker
Drive, Chicago, Illinois 60601.
Or call (312) 565-5000.

We hope you'll do it now.
Because our business is to help
keep you in business.

CHEMETROn
TM

Fire Systems
Chemetron Corporation
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Postpone? Modify? Reject?

Kenner keeps wary
eye on new products
By PAUL R. MERRION

CINCINNATI-To make sure

that Snoopy's battery-powered
doghouse pencil sharpener will
never maim a child, Kenner Prod-
ucts safety engineers designed the
toy so that it will not operate

when the top comes off during
cleaning while the blades are ex-
posed.

That's only one example of how
a toy was redesigned to make it
safer after Kenner's comprehen-
sive product safety operation
deemed it potentially hazardous.

Comprehensive is the word to
use when describing Kenner's

product safety program because
every phase of design and pro-
duction must be cleared by prod-
uct safety people before it can

proceed to the next step, and they
work closely with other engineers
to reduce the possibility of mak-
ing a hazardous toy.

"We have veto power over en-
gineers' designs from a safety
standpoint," said Carl Wojahn,
director of product safety and
quality assurance. "If it's an un-
safe toy at some point we don't
release it for production.

"That's the whole key," he said.
"If the engineers know it can't be

- A»/-+ ,
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released until it's safe, they're
cooperative."

But Mr. Wojahn and his staff
do more than send toy ideas back
to the drawing board. "We're

working with the other engineers
so they can work out the safety
problems at the same time as the
toy is designed," said Mr. Wo-
jahn.

He gave the example of a Boy
Scout fashion model-or doll, if
you will-that had a hang glider
that actually worked as one of
the accessories. Mr. Woj ahn and
his staff determined that it might
present a proj ectile hazard to the
eye because of the hang glider's
pointed tip.

"It was originally rejected at

New! From the

fastest=growl ng Wd
on the block:

' Extra *
' Protector

Now there's an Employee Benefit Plan with ex-
tra advantages for everyone: employees, employers
and sellers. It's called Extra Protector, another big
First for the fastest-growing kid on the block.

Phoenix Mutual's Extra Protector is designed to

work in effective combination with existing types of life
coverages, both personal and group.

For employees, the Extra Protector Plan provides low
cost protection with maximum benefits in the early years,
when a family's needs can be the greatest. Spouses are eligible
for the plan, regardless of where or whether employed, and
even :f the employee does not enroll. Extra Protector is portable,
too, with premium payments level for the period the policy
is in effect.

For employers, Extra Protector costs nothing be-
yond the routine administration of making one monthly
remittance for all the premiums withheld through payroll
deduction. In addition to being an added inducement for
prospective err*loyees, Extra Protector will generate
good will from current employees.

Any plan that does so much for employees and em-
ployers has to do something special for the producers.
Extra Protector should be an extra special moneymaker
for all participating agents and brokers.

Extra Protector. Ies one more reason why Phoenix
Group is the fastest-growing kid on the block.

PHOENIX MUTUAL
Hartford, Connecticut

EVERY 11 MINUTES ANOTHER COMPANY
TRUSTS US WITH THER LIFE.

j
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the concept stage because of the
high energy density that would be
produced at the tip of the glider
when it hit something," Mr. Wo-
jahn said.

The glider accessory was sent
back to the engineers and they
designed a large circular ring in
front to absorb the shock so a

child wouldn't be hurt, he said.

Kenner embarked about two
years ago on a program of pre-
ventive product safety for both
moral and financial reasons. "The

company feels morally responsible
to produce safe, reliable toys,"
Mr. Woj ahn said. "Whether or
not there was a government agen-
cy set up (to monitor product haz-
ards) we would still have the
system."

At the same time, detecting
safety flaws in a toy during the
early stages of its development
can save the company a lot of
money.

"Reworking molds (to remedy a
safety defect) can run into tens of
thousands of dollars," he said.
"There's no way the system is
not an effective payoff.

"We also monitor production so
a product is not recalled by the
Consumer Product Safety Com-
mission," he said. "A major prod-
uct recall would cost about $1
million." Mr. Wojahn cited the
case of one toy maker that went
bankrupt because of a toy recall.

Under the toy industry's un-
usually short production period,
a delay of a few weeks could
mean that manufacturing the toy
would be postponed until the next
year's Christmas season.

Orders for most toys are taken

at a toy show in New York held
in February, Mr. Wojahn said.
The plastic-forming molds are
tooled to start production in May
and finish by November, in time
for the seasonal rush. "If product
liability requires redesign, a
lengthy delay could make that
toy unprofitable," he said.

"With our prevention system we
assure that the number of toys
that would be postponed until
next year would be almost nil,"
said the director of product safe-
ty and quality assurance.

In addition, Kenner's Product
Safety Release System-as it's of-
ficially called-mploys 50 to 75

technicians to inspect for quality,
safety and reliability during the
manufacturing process.

It usually takes a year to 18
months from the time when a toy
is first dreamed up until it reach-

es production, and during this
time, Mr. Wojahn and his staff
subject the toy designs to three
checklists of possible chemical,
physical and microbiological haz-
ards.

Mr. Wojahn has an assistant,
Tim Pine, who is the manager of
the product safety group. Under
Mr. Pine is a full-time safety en-
gineer, plus a safety testing lab-
oratory employing three techni-
cians. Also, Kenner uses three
outside laboratories for chemical,
biological and toxological testing:
Cannon Laboratories in Pennsyl-
vania, and in Ohio, International
Bio-Research Laboratories and
Bowser-Morner Laboratories.
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On the chemical hazards check-
list, toy ideas are examined for
materials that may irritate or be
toxic to the skin, that would be
toxic if swallowed, or that would
irritate the eyes, to name a few,
according to Mr. Wojahn.

Some of the items on the phy-
neal hazards checklist (which is
broken down to show mechanical,
electrical, thermal and excessive
sound dangers): List materials
that may break when dropped;
toys that may have pinch points
(such as a toy chest), parts that
may break when pulled; and sur-
faces that become very hot while
a product (such as a toy stove)
is being used.

Microbiological hazards are
sometimes present, and there is a
checklist to screen these also:
basidally, foods used in the toys
-such as a toy stove-are listed,
and any plastics that come into
contact with food, such as a taffy-
pulling machine, must be FDA ap-
proved, Mr. Wojahn said.

While the safety assurance pro-
gram saves the company money
in production costs, it is difficult
to determine its effect on the

product, liability insurance pre-
mium because Kenner Products,
a division of General Mills Fun
Group Inc., uses Gold Medal In-
surance Co., a captive of General
Mills.

The premium, therefore, is
based on not only Kenner's loss
experience, but that of other divi-
sions of General Mills, as well,
according to Mr. Wojahn. How-
ever, he said no product liability
suits have been filed in the two

years he has been at Kenner.
Mr. Wojahn came to Kenner in

early 1973, following shortly by
Mr. Pine, and the product safety
release system was in operation
by December of that year. Part
of the reason for the quick setup
is that they both started·working
on the system in 1970 when they
were working for Mattel Inc.,
another toy manufacturer.

Mr. Wojahn described how the
system was set up: "We embarked
on what we're sure is the best
preventive-type system. We took
children and did child testing to
determine the limits of abuse
f6rces as well as normal forces.

¢6We measured something that
had never been measured before,"

Nat'I. Union

insures fight
transmission

NEW YORK-As Muhammed

Ali once again defended his
heavyweight boxing champion-
ship title in the match with
George Frazier, the National Un-
ion Insurance Co. once again in-
sured transmission of the match

from Manila.

A "multimillion dollar" busi-

ness interruption policy insured
the closed circuit telecast from

ringside in Manila to destinations
in approximately 150 viewing
places in the U.S. including Madi-
son Square Garden and the Cap-

itol Centre, a spokesman for Na-
tional Union said.

The contract covered Don King
Productions for mechanical break-

down, malfunction of equipment,
lines or loss of revenues due to a

total loss of the video transmis-
sion to all subscribers in the U.S.

Philamgen, a Philippines affil-
iate of the American Internation-

al Underwriters group, insured the
shipment of Xvideo equipment on
an all-risk basis from the time it

left New York and New Jersey,
through transit and location and
while emoute back to the U.S.

The equipment is owned by Macro
Productions and the Hughes Tele-
vision Corp. .

he said. "We looked at what kind

of a force a kid could apply to
pull off a wheel, which is dan-
gerous because there could be
something sharp at the end."

Mr. Pine added: "We also

looked at the height and the
number of times a kid could be

expected to drop something. And
we wondered whether a child
could actually reach in, say, un-

r

t

der a hooded knob, and we de-
termined what kind of a force a

child could produce there."
The studies they made were

supplemented in part by research
done at several universities, Mr.
Woj ahn said.

Mr. Woj ahn and his staff keep
up with all product safety regu-
lations by subscribing to the
Commerce Clearing House Prod-
uct Safety Guide and the Bureau
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of National Affairs Product Safe-

ty Guide. "We are totally apprised
as to what is happening with the
product safety field," said Mr.
Pine.

Also, Mr. Pine is serving on a
committee of the National . Bur-
eau of Standards to develop a toy
safety standard. "At Kenner we
have adopted the Bureau's stan-
dard even though it hash't been

Leatherby& Loss
Control Consultants
are skilled conference

leaders, too!

finished or adopted yet," Mr. Pine
said.

Kenner toys also conform to
Underwriters Laboratories stan-

dards, and Messrs. Wojahn and
Pine critique all proposals before

Commission.

"We know that if we comply
with the Kenner standard, we are
meeting all the other standards
as well," said Mr. Pine. •

From coast to coast, Leatherby workers' compensation
insureds are provided "in depth" loss control services,
attention and material. An integral part of the program tailored
to each account is the presentation of training conferences.

With Leatherby's carefully trained loss control consultants, the
emphasis is not so much on teaching as leading and guiding.
Discussion conferences with first line supervisors are designed
to develop skills that will put the basic safety components
in day to day activity. Invariably covered is a wide
range of subjects from techniques of instruction to recognition
of basic accident factors. Leatherby expertise also encompasses
f6rk lift truck operation and fleet safety programs.

This detailed, thorough type of service is just one of the
reasons Leatherby is America's fastest-growing workers'
compensation insurer. For the "full story," contact
the Leatherby office nearest you.

1Leatherby BURLINGAME. CA MIAMI. FL

ATLANTA. GA LOS ANGELES. CA

CHERRY HILL. NI NEW YORK. N.Y.

Insurance CHICAGO. IL ORLANDO. FL

DALLAS. TX PHOENIX. AZ

F DENVER, CO PORTLAND. ORompany HOUSTON. TX SAN DIEGO, CA

A Richmond Corporation Company
National Headquarters: 1400 N. Harbor Blvd.. Fullerton, Ca.

0

0

0
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Convinced that consumers don't want junk

Retailer uses purchasing power
to get safe, quality products

By ELISABETH M. WECHSLER

CHICAGO-A retail discount
store executive said he leans on

manufacturers with his purchas-
ing power to demand quality pro-
ducts which are safe: "If the man-

ufacturer fails to correct its errors,
then we buy elsewhere."

The statement comes from Ste-

phen L. Pistner, president of Tar-
get Stores Inc., Minneapolis, which
has acted on that policy.

"Three years ago we reevalu-
ated the position that product
safety and quality is the custom-
er's problem," Mr. Pistner said.
"Irate consumers have been tell-

a.

ing retailers: 'Stop selling us junk.
Stop selling stuff that only looks
good but doesn't work. Don't tell
me something is safe when it
isn't.'

"The manufacturer may be cut-
ting back on quality but consum-
ers have said they're willing to
pay for it," he said. "When the
manufacturer designs something
poorly, it hits us right in the
pocket book," said the mass mer-
chandising executive, who is also
senior vp of Dayton-Hudson Corp.,
the parent company. "We guaran-
tee what we sell and it's expen-
sive to give refunds and keep
records."

It costs Target Stores $5 to $10
just for handling a refund. "May-
be we should charge manufactur-

ers a handling fee for product
safety," Mr. Pistner said, referring
to the practice of grocery stores
ror processing discount coupons.

Nevertheless, Target Store's
sales "are jumping" and he main-
tains "at least part of the reason
is the chain's product quality and
safety efforts."

Mr. Pistner told participants at
a National Safety Congress session
on industrial product safety that
his message to manufacturers
present was: "Call someone in

..

your company and tell him to start
a product safety program. When
this person says he doesn't know
what you're talking about, tell him
it's his problem and you'll find
that a program gets going."

Product quality for this retail
chain means that the merchandise
sold "should function long and
well, and work as well as it looks,"
he said.

Target Stores instigated toy
testing a year and a half ago, Mr.
Pistner said. "Sales are up for
that period. We only sell toys
which are tested," a program
which costs the chain over $200,-
000 a year.

"Product safety is literally good
business," he emphasized. Stan-
dards are based on whether "the

customer is getting his dollars'
worth. Does the garment have a
reasonable life span? If a pro-
duet doesn't pass a standard which
we set as a reasonable expectation
for each item, then we don't buy
the product. Period."

87

Mr. Pistner related a case his-

tory in which Target Stores took a
firm, but seemingly risky, stand a
year ago. A customer who had
been injured reported that a car
ramp sold by the store for home
use had malfunctioned.

"Instead of passively waiting for
another instance to occur" or for
the manufacturer to recall the
product, Mr. Pistner said the re-
tail chain "immediately" took all
the car ramps off the shelf and
put an ad in the local newspapers
warning customers about the

ramps. The ad instructed cus-
tomers to return the product as
soon as possible to Target Stores
for a refund.

"It's important for retailers to
act swiftly in a situation like this,"
Mr. Pistner believes. "It helped
our organization reinforce its corn-
mitment to the consumer," adding
that the community and media re-
sponse was more favorable than
he expected.

"Customers responded with

gratitude that we acted responsib-
ly with the product recall ad," he
said, as if to convince anyone in
the audience who still doubted the
merit of such an approach.

"We felt a moral obligation to
act since the manufacturer didn't
act within two or three days," he
said. "We handle a sturdier car
ramp now," he said. The manu-
facturer subsequently redesigned
its product, he continued. "We sell
fewer of them but we sleep bet-
ter."

Three weeks after the incident,
Mr. Pistner said Target Stores got
a 23-question form to fill out from
the Consumer Product Safety
Commission (CPSC), implying
that a quicker response was need-
ed.

Mr. Pistner believes retailers
can "do more than consumer ac-
tivists can accomplish in 10
years" by taking a firm stand
with manufactured items sold in
their stores. "Many other retailers
are doing this and most manufac-
turers are cooperative," he added.
"Any retailer can get started just
by starting."

In contrast to the spirit of swift
response to consumer complaints
which Mr. Pistner emphasized, a
representative of Sears Roebuck &
Co. spoke of the need for retailers
to be cautious and deliberate.

Sears' motto is "don't panic
but don't put your head in the
sand either," said George F. Ze-
lazney, corporate product safety
coordinator for Sears here.

"If we see that there's a trend

for other accidents happening
from the same product, then we

our

headman

in Minneapolis is
John A Kohler

BRANDOW HOWARD

KOHLER & ROSENBLOOM

3601 Park Center Blvd. 929-5551

SEE OUR AD ON PAGE 10
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implement some action," he said. or chemical expert, depending on are ·also recorded in the report product," Mr Brahm said. Man- ate the product's safety through-"We give out bulletins to all what the product is." "Establish a voluntary standard ufacturers need a product safety . out its entire life "Sears personnel on the civil and "It's your responsibility to re- before the feds arrive," he ad- specialist to test the safety of a At Whirlpool, Mr Brehm saidcriminal penalties for not comply- port an unsafe product or accident vised "Remember, we look at product and the safety of ma- that an audit is performed on eaching with federal law," Mr Ze- that was caused," Mr. Brown what's available. If you've got a chines to make the product. product once a year-a frequencyf lazney said Sears has a hot line said "Initially, all we need is standard, lt might become an in- "We must formalize the process which he terms "an adequate but
"for transmission of alleged safety your name, the product and the dustry standard At least it shows under a supervisor who is a pro- minimum requirement for the ap-problems" from store personnel potential hazard You can submit you complied with a voluntary duet safety specialist It shouldn't phance industry "around the country to his office answers to our form later standard which is an acceptable be the noon time activity of anyWe record the necessary in- Factors evaluated are. Shippingdefense for a Jury other group," he emphasizedformation and communicate it to "The CPSE wants to know containers and shipping perform-It's not the CPSC's intent to

ance, packaging, human engineer-our safety committee," he contin- what you're going to do to remedy drive people into bankruptcy," 6,

This person must be able to use ing, instructions for use, perform-ued He admitted that there lS "nO the problem and where the other Mr Brown soothed "We want to executive pressure if need be," ance and non-performance cha-single product safety engineer" on widgets are," he continued "If protect people but 900 government Mr Brehm continued "He must racteristics, produceability, relia-the seven-member committee, you don't know, we have to as- employes can't do lt without co- have access to a top operating of- bility and method of disposal.though he said different safety en- sume the worst, which is that operation from everyone.
gineers rotate the responsibility ficer at all tirnes and be an ex- Mr. Brehm said that at Whirl-they're already in the consumers' "Safety is a state of mind and peruenced product engineer who is pool "a product can't get out theFifteen questions are answered hands Usually we accept your so- attitude and it must become a familiar with the internal work- door without the auditabout the product in investigat- lution," he said habit," said Howard E Brehm, ings of his company and othersing a consumer complaint. Another area which he behevesMr. Brown encouraged retailers director of corporate product safe- in his industry " Is Important lS being able toand manufacturers to participate ty for Whirlpool Corp 's research

Mr. Zelazney recounted several in the CPSC investigations and and development center "Aside from a good safety po- "identify each product through a
hey, there must also be a formal unique code system for people allinstances of consumer complaints estabhshing of products standards, "Consumers have added safety product safety audit," he believes, over the country with varying de-concerning products purchased at pomting out that "minority views to the list of factors required in a "with questions designed to evalu- grees of understandingSears Most of these were not bona

fide complaints because they in-
volved concurrent events which
were the real culprits.

An electric dnll was reported as It's 60 miles out in the Gulf of Mexico A maior
giving a customer a severe shock THE CASE OF offshore petroleum production- platfcrm control
when he operated it in his base- point for 20 producing wells and five satellite platformsment. Mr Zelazney pointed out Worth more than $20 million and manned by athat a thorough investigation of
the premises turned up a poorly THE PERILOUS workforce of 12 Try to imagine an out-of-control fire
wired socket which the customer Possible but not likely Fires may start but they'll
admitted he had rigged himself. be snuffed out quickly by a trained fire fighting

"We di(in't follow up this com- PLATFORM crew-using Ansul equipment Most of the world's
plaint with active action except to largest oil companies rely on Ansul for basic fire ,
ask him to get an electrician to protection-from small hand portable extingdishers
rewire the outlet," Mr Zelazney through the most sophisticated custom systems
said.

Another instance simmed from
a complaint to Sears that a tran-
sistor radio "caused a house to
burn down " Mr. Zelamey de- 4>SS*.6.,.p.'.F.-:.p::(:3''::"..'.4,;.4*,..::." 4

scribed Sears ,

investigation into . 'Li€4-'.wr,, 5;-2.-*5*id¢.': " .:'...2'...7....3 :79the matter, announcing with a hu- ***, ;4428*#4412*ew#w*& ' J: ·it,]1:39]f? l :.:· . Y.

morous lilt at the end of the story 5.6 4,*i' 'P :4Yj;e..*' - fss«4"'."Yif .i r-

that the "real cause of the fire .:..:.:. .:Pa·YE'i:,f'..44. 4-0502#4
was a candle left burning on the 251 ·:: rm::
top of the transistor radio. ·9*a...<- ....

I :.

"There's a public relations .

standpoint to product safety, but
there's also a legal factor," ad-

4.
.vised Michael Brown, general ....

counsel for the CPSC in Washing- t
I I F.

ton, D C., who spoke after Mr ..

Zelazney He referred to the sharp
.

upturn in product liability suits
in the last 20 years and corpora- .

4 -

tions increasing difficulty in ob-
taining insurance.

He quoted a poll conducted by
Louis Harris & Assoc which ·

found that 83 % of people on the *.3.. i
street believe that "without feder-

al regulations on product safety, 4>
4

there wouldn't be safe products." 50.
44·.

- -/

Mr. Brown cautioned manufac-
.·

turers against domg half the Job

uteintlZNZZY15U2rUZetlS. IRCwn 2
14

;4sufficient to enclose a well-wnt-
..

ten booklet with the product ex- 4%

plaining that ear muffs and gog- 3196·6 t·gles should be worn when using it,
if you have a tv commercial
. 4. i
showing a guy casually using the 1 ' 43'

·'"'·'i'k/.-f·Ye·tool in between having a few
beers without wearing the safety e©..,4. 451.:'Y :ij.f P.· f:.:

t

equipment," he cautioned. =A+,"C, , -:3 &2:r# 4' -,r

./..

. I - . f/41)Pizkli"The dummy-behind-the-wheel
stereotype is not going over well ':r Fs:,Ne:F.F-, •%t';"91LK
in court," Mr. Brown continued. 1.14Si*9316 ¢Cr ·

"Don't hide behind the belief that
'only a fool would do that.' There

'.t

are more fools in this world than St..2
you think and Juries identify with
them better."

, .8

If you are sensitive in listening
to customer's complaints "you'll
find you can learn from them,
Mr. Brown said "It's very expen- ANSUL Our files are full of case histories like this Wherever ·
sive when the Jury labels your you find serious fire hazards or high fire risks you're
company a liar because you de- ...the fire likely to find Ansul in factories, refineries, offshore
med receiving any consumer com- platforms, mines, airports, ships, computer rooms,
plaints about a product and the proleclion restaurants We make fire extinguishing equipment
opposite side produces Xerox cop- but we sell fire protection That means superb hard-
les of the letters company ware, plus professional hazard analysis, training for

He advised corporations to "put your people and a worldwide distribitor service network.
the money on the front end to reap
the good things" that come from Want to discuss your needs and your program with aswift, responsible action "Have trained fire protection consultant') Write The Ansula safety professional high m the Company, Marinette, Wisconsin 54143 and we'llorganization," he suggested "Not
the same person who designed or I, see that a fire specialist from one of our five regional
marketed the product or a law- Ill engineering centers contacts you
yer," he said, "but an engineering
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Womanpower tapped as labor source

in burgeoning security guard field
By MARIE KRAKOWIECKI

NEW YORK-Sgt. Celesta Bean
packs a gun and works the Dallas
area. She's met her share of busi-
nessmen who don't think she has
any business doing what she does.

But she does it anyway and she
does it well. By the time you read
this, she will probably have been
promoted to lieutenant.

Not Lt. Bean of the police or
military. Celesta Bean is one of a
growing number of women gaining
acceptance as officers and guards
with private security firms.

She works for Pro-Tect Secur-
ity Force in Dallas. (Last April
during its annual convention, the
Risk and Insurance Managernent
Society hired the firm to watch

over happenings at the Fairmont
Hotel.)

Pro-Tect seems to be a leader
in using women. Of its 150 offi-
cers, approximately 20% are fe-
male, according to president Mar-
shall Robinson.

But other private security com-
panies are also latching onto the
idea. A decade ago, womanpower
was virtually untapped as a labor
source in the security guard field.
Today, many leading firms report
10 % of their total guardforce is
female.

Guardsmark Inc., Memphis,
even pays its sales people higher
commissions if they can persuade
reluctant clients to use women.

Companies aren't harboring a
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burning desire to right the wrongs
in the battle of the sexes: the
main reason for using more wom-
en guards is strictly financial.

The Equal Employment Oppor-
tunity Commission backed up the
trend with legislative clout, and
general social practices encouraged
by the feminist movement have
filled in the blanks.

One of the oddities of private
security work is that it flourishes
during periods of recession and
high crime. People simply need
more protection, and the guard
firms make out well. But when
their business increases, their labor
market is strained. Many find
themselves paying out more over-
time than they would like.

That's one reason why women

i

Celesta Bean and partner guard entrance to exhibit area.
are coming on strong in the guard
tusiness. They fill an increased
demand for guards ':hal lets the

if f 1

'1\

i
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"Just last June, I joined the AOA team of aviation insurance
underwriters and was astounded to find that these men and women of
a company the size of AOA still doggedly held to the philosophy that
they are the ones who are supposed to say'ThanK You.'

'Thank you, Agents, for the opportunity to serve you.
'Thank you for the opportunity to be sympathetic with yourproblems.

'Thank you for the opportunity to be responsive.
'Thank you for your business!'
"And they really mean it.
"It's rare to see a group of people so aware of the tu,c way

street, so willing to be leaned on to make the agency system work.
"Obviously, I'm very glad to be working with this professional

group of underwnters who are aggressively sure of the way things
ought to be in the aviation insurance field.

"Being on the inside looking out now, I'm sure this attitude is the
key to the AOA success and is what keeps the organization healthy
and constantly growing.

"Call me. Call for Tom Bradshaw at AOA cn your next aviation
coverage and give me the opportunity to say thank you for at leastthinking of us."

F. THOMAS BRADSHAW
Vice President

AVIATION OFFICE OF AMERICA
INCOAPOAATEO

A GROWING INTERNAT ONALAVIATION INSUAANCE AND REINSUAANCE ORGANIZATION

companies cut their overtime costs
for their male regulars. Hugh E.
Sabel, Guardsmark's vp and gen-
eral counsel, allows that this is the
reason his firm started an active
campaign to recruit more women.

Mr. Sabel estimates that over
the past five years, Guardsmark's
female labor poolj has increased at
least threefold. Women now com-
prise about 15% of.its overall
force.

Women got their first foothold
in the security 3usiness when a
rash of hij ackingj a few years ago
prompted airpirts around the
country to install guards for pre-
depsrture inspection details.

Airport assignments and other
non-am.ed public contact jobs are
still the main places security firms
use women; but their visibility in
those functions is making it easier
for them to be accepted for rough-
er jobs, too.

Burns International Security
Services Inc. reports the use of
about 10% females companywide.
Don Subloski, d.rector of Burns'
Chicago-based special services di-
vision, which does more ushering
than security guarding, estimates
his headquarters uses about 60%
women.

Similarly, the Wackenhut Corp.
of Coral Gables, Fl., reports that
alth:)ugh 15 % d its guards are
women, only 5 % of its non-airport
force is female. But the prejudice
against women with weapons is
slowly beginning to erode.

John S. Ammarell, Jr., Wacken-
hut's executive vp, noted that his
firm has women with firearms
guarding Internal Revenue Service
installations in Atlanta and Mem-
phis

Guardsmark likes to underplay
firearms for both its male and fe-
male guards, and pays its sales

our

boss

in Chivago is
Edward E. Mack, Jr.

VIACK ard PARKER

209 S. LaSalle St. 346-1221
SEE OUR AD ON PAGE 10



force a higher commission for get-
ting unarmed accounts. But it
notes that the client demand for

weapons and armed guards is
greater in the South and the West,
and to accommodate the demand,
Guardsmark gives basic weapon
training to all its personnel.

Pro-Tect Security president
Marshall Robinson reports ;that
every one of its qualified guards
carries a gun. Pro-Tect owns its
own training academy, the -Texas
Security Officers Academy, which
Mr. Robinson says is the only one
in the state certified for training
private security officers in wea-
ponry.

Excluding his own company,
which is 20% female, Mr. Robin-
son says personnel frorn other se-
curity firms who come to take the
weaponry training are only about
1 % to 2 % women.

Client acceptance is the biggest
factor. Pro-Tect has had specific
requests both for ,and against
armed women guards. A recent
liquid propane gas convention in
Dallas wanted only female guards,
because it though they would be
more reliable.

Shortly thereafter, Pro-Tect was
hired to guard a petroleum show
and given strict instructions that
no female officers were to be used.

Sexism works to the advantage
of female guards as much as to
their disadvantage, at least in light
security situations. Women are
chosen more frequently than men
for trade shows, conventions,
grand openings and the like, ac-
cording to Burns' Don Subloski,
because, well, they look better.

Clients who spend a lot of mon-
ey on trade show extravaganzas
like the National Hardware Show

care a great deal for appearances.
After investing in flowers, decora-

tive displays and meticulously ar-
ranged food tables, they just don't
want to ruin the effect with some

burly gorilla standing at the door.
What they want Mr. Subloski says,
is "A pretty little girl who smiles
at everyone."

Women are also becoming more
popular in crowd control. Experts
have found that if a drunk at a

football game is asked to leave by

a male guard, his likely response
will be to take a swing at the
guard. But the same request from
a woman elicits a meek response.
The chance of a drunk punching

out a woman, particularly in front
of a crowd, is much slimmer.

Similar observations were made

by other security firm people.
Wackenhut's Mr. Ammerell re-

marked that women are in in-

creasing demand as inventory con-
trol guards at factory rack pits and
trucking stations.

Fieldcrest Mills in North Caro-

lina likes to use them at trailer

truck entrances. The truck drivers

enjoy them more, and fewer fights
break out. Some of the drivers

took offense when questioned by
male guards. When the women
pose the same questions, they don't
seem to mind at all. And the in-

ventories run smoother. It's just
a variation of the old saw about
catching more flies with honey

than with vinegar, but it makes
for better loss control.

But women who want to work

as armed security guards meet a
lot of stereotyed attitudes, even
from relatively sophisticated busi-
nessmen, that work to their disad-
vantage.

Following the RIMS conference
where Pro-Tect's women guards
were on duty, for instance, an is-
sue of Risk Management Reports
gave play to a remark supposedly
overheard from a risk manager
"staring pointedly at an armed
female guard:"

"The only 36-24-36 with a 38!",
the bimonthly loose-leaf publica-

tion for risk managers reported in
in its Current Comment section.

It would appear that clientprej -
udices .against female guards are
destined to die a lingering death.

One noteworthy postscript
5hould be mentioned here. After

the petroleum convention told Pro-
Tect it wanted absolutely no part
of having any armed women on
the premises, pre5ident Marshall

{SAFETY/SECURITY
REPORT

Robinson told them he was putting
a woman on duty anyway.

"If you don't like her, you don't
have to pay for her services," he
said when he gave the assignment
to Celesta Bean.

After a day or two of observing
Sergeant Bean on duty, the petrol-
eum group asked to make some
changes in their security arrange-
ments. They wanted two more
women guards. •
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DAVIS, BORLAND & CO.
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TIME AND MONEY
Where do you go for needed Safety Products?

Usually, the purchaser has to look to several sources to obtain the necessary
materials which can range from head and ear protection to fire extinguishers
and machine guards.

That's why Cadillac Plastic, one of America's largest Safety Products distribu-
tors, wants you to have this OSHA-SPEC® SAFETY PRODUCTS BUYERS GUIDE.

It contains over 4000 safety items,
most of which are specially targeted
to comply with an OSHA standard.
Most are off-the-shelf items readily
available at one of 50 Cadillac Plas-

tic "Safety Supermarkets" all over
America.

ancli s

FR 2
We invite you to send for your FREE
Buyers Guide now. It can be a valu-
able time and money-saving aid to
you in every business category.

Write B. Ettenson

iInmunIAA
PLASTIC and CHEMICAL CO. . A DAYCO CO.

P.O. BOX 810 . DETROIT. MICHIGAN 48232
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Pizza pie people at
Jeno's save dough
-ith safety efforts

By MARGARET LeROUX

DULUTH, MN.-"You can't po-
lice safety, you've got to instill
safety," Dan Peterson, assistant
director of insurance for Jeno's
Inc. said in an interview.

Apparently he's been successful
at his efforts. The maker of frozen

pizza saved $128,000 in workers'
compensation premiums in 1974,
"hitting the minimum premium

three years in a row," Mr. Peter-
son commented.

The savings were a result of a

retrospective rating plan Jeno's
has with Employers of Wausau

which insures the company's li-
ability and workers' compensation
insurance programs.

The experience modification
factor for Jeno's workers' compen-
sation has been reduced from 2.05

three years ago to .97 last year, at-
tributable to safety programs the
company has instituted and the
support upper management has
given the programs, Mr. Peterson
pointed out.

"We try to place emphasis of
the safety function on the line su-
pervisors," he continued. A train-
ing program for all line supervis-
ors includes sessions on insurance,

workers' compensation, quality
control and product liability.

Mr. Peterson came to Jeno's

from Employers of Wausau,
where, as a claims adjuster he
introduced a non-skid safety shoe
program to decrease the number
of injuries due to falls by em-
ployes on production lines. He
completed introduction of the pro-
gram as Jeno's new assistant di-
rector of insurance.

The safety shoe program has
been a success, he feels, because
employes were involved in the se-
lection of the type and style of
shoes.

"They're the ones who wear the

shoes, so they're in the best posi-
tion to tell you what's comfort-
able and wearable," the insurance
director noted.

Jeno's pays for half the cost of
the first pair of safety shoes for
each employe and the shoes are
sold in the company store, where
the cost is considerably less than

the retail sale price.
Another safety program the

company is proud of is the driver
training program.

Jeno's has a fleet of 18 semi-
trailer trucks and its drivers have

accumulated 3.6 million miles of

accident-free driving.
Driver selection has been the

key to the program, Mr. Peterson
explaiend. "They're all from this
area and are familiar with road

conditions, which in winter
months can be treacherous in the
northern Minnesota and Wiscon-

sin locations of Jeno's plants.
The company's main production

facilities are in Duluth and the

company operates pizza manufac-
turing plants in Superior, Wi.,
Sodus, Mi. and Atlanta, Ga.

A reimbunsement program and
prize points for accident-free
miles, provides a tremendous
amount of pride and competitive-
ness among Jeno's drivers, the
insurance director said.

WHEN YOU SELL
MOST PENSION PLANS
THREE THINGS HAPPEN.

TWO OFTHEM BAD.

The good thing about sell-
ing a pension plan is, of course,
the commission. But then comes.

the hard part. Made even tough-
er these days by ERISA.

First, the Act requires a
mountain of paper work iust to
get a plan off the ground.

Second, the Act demands
long, complicated and costly an-
nual statements. Certified actu-

arial valuations. Complex bene-
fit calculations. Reporting and
disclosure filings.

At least that's the way it is
with most plans. But not with
PENFLEX, MONY's new group
product for defined benefit re-
tirement plans. Because MONY,
not you, administers PENFLEX.
And we, not you, do the paper
work.

PENFLEX, in addition to high

commissions and complete Home

Office administration, features:

• Optional high amount insur-
ance coverage with liberal
underwriting.

• Choice of equity or fixed-in-
come side fund.

• Flexible plan design options.
Not only can PENFLEX be

written for all size groups, (down
to the smallest), it can also be
written for iust one person.

PENFLEX is easy to explain
and understand. And it is going
to make you look exceptionally
good. Because its flexibility en-
ables you to create a plan that's

MONY
FOR THE FUTURE.
The Mutual L,le Insurance Company 01 New York

City

1 *&.

iust right foryour corporate clients.
Write for the booklet we've

written all about it. ill<k
It tells you why, with 
PENFLEX, MONY 
gets the headaches MIN//1
and you get the IC#.Aet111
commissions.

MONY, La""I:*...jls

Mutual Of NewYork Q2Z2"
Mass Marketing Sales, Drop 3-4
1740 Broadway
New York, N.Y. 10019

Send me the booklet about

MONY's PENFLEX.

Namp

Company

Street

Phone

7ip

8-1020

A health unit in the company's
main Duluth plant is an employe
benefit which has also benefited

the company's group health and
workers' compensation experience.

Staffed by a registered nurse
and a paramedic 20 out of 24
hours, the unit is designed to en-
courage speedy rehabilitation of
injured workers.

"The best rehabilitation for an

employe able to work is to be
back on the job," Mr. Peterson
noted. To effect this sentiment,
Jeno's will accommodate any re-
strictions an employe's doctor may
place on that employe to facili-
tate his return to work.

"We had one employe injured
on the job who we expected to
lose six weeks of work," the in-
surance director explained. How-
ever, the six week lost time acci-
dent turned out to be a loss of

only one week by the company's
agreeing to limit the injured em-
ploye's physical activities on the
job.

With the health unit available

to check injuries or change dress-
ings on company time, an employe
is more willing to utilize it, Mr.
Peterson said.

The company gets the benefit
of having the employe back on the
job sooner than if he relied solely
on a private doctor for treatment
and the employe gets the time and
cost saving benefit of avoiding
numerous visits to the doctor's

office, he added.
"We've tried to stress the mes-

sage to employes, 'if you get hurt
on the job, we'll see you get the
best m ed i c al treatment avail-
able, , , the insurance director con-

tinued.

Couple "a thorough investiga-
tion of all workers' compensation
claims that are filed," with the
health care provided on the job
and the result has been "a tre-

mendous drop in claims denial,"
he noted.

During the course of the inter-
view, Mr. Peterson was interrupt-
ed by several phone calls request-
ing answers to insurance and ben-
efit questions.

"I'm more qualified to handle
safety and insurance problems be-
cause I deal with them on a day
to day basis," he explained. All
claims tha:E are filed in the com-
pany end up on Mr. Peterson's
desk.

Commenting on the health and
safety programs at Jeno's, Mr.
Peterson concluded, "I'm not a
firm believer in paperhanging. If
a program's going to be worth a
damn, that program's got to be
effective." •
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Braun safety record is
best of Wallace units

OAKLAND, CA.-E. C. Braun,
a wholly-owned subsidiary of the
Sam P. Wallace Co., Dallas, can
brag of having the best safety
record of any of the Wallace Co.
units. And the reason why, say
observers, is its long-standing
commitment to safety. .

Last year, E. C. Baun boasted
a dazzling loss ratio, according to
Mark Happ, controller and safety
coordinator.

(SAFETY/ SECURITY]
REPORT

He said the 1974 loss ratio came

to $1.77 per 100 rnan-hours, or a
remarkable upgrading from what
the mechanical contractor had an-

ticipated for that year.
"We had targeted a loss ratio

of $15.17 for 1974," he told Busi-
ness Insurance. He pointed out
that the figure of $1.77 represents
a quantum jump from a much
more ordinary figure for 1973.

Mr. Happ explained that E. C.
Braun has maintained a steady
commitment to safety that pre-
dates both its acquisition by the
Wallace Co. and the selection of

Fireman's Fund America as its
workers' compensation and com-
prehensive general liability
(CGL) underwriter.

"Fireman's Fund became our
workers' compensation and lia-
bility carrier in 1970 and set out
to successfully streamline our ex-
isting safety program," he said,
noting that he works in tandem
with Jim Faggiano, the under-
writer's loss control manager.

The safety program is based on
brief, weekly 'tool box' meetings
in which Braun's employes, most
of whom are temporary, get to-
gether to thrash out questions on
safety procedures.

Mr. Happ noted that he often
supplies the discussion group with
safety literature from either the
"Safe Foreman," or from "Safety
& Security for Supervisors," both
educational publications from pri-
vate firms.

Quarterly meetings, specifical-
ly for supervisors, are the other
major component of the Braun
safety program. Generally, Jim
Faggiano presides over these
meetings which are all or half day
affairs-replete with food on the
house--where slides or movies are
often the central attraction.

"We pursue an active safety
program at ·Braun not only for our
employes, but also for the general
contractors we work with," said
Mr. Happ. He said that because
Braun is a mechanical contractor,
employing a lot of temporary
workers, the chief hazards stem
from sloppy housekeeping.

"Boxes left open, pieces of pipe
ends strewn over the ground and
wooden scaffolding temporarily
abandoned-all represent poten-
tial accidents," he related.

When accidents do occur, he
said, they usually result in injury
of the back or of the eye. How-
ever, Mr. Happ hastened to add
that no eye injury has ever result-
ed in a permanent loss of vision.

Mr. Happ recalled a pipe in-
stallation job which Braun did for
the Alameda Naval Air Station
when the task was to install pipe
from a boiler plant to the govern-
ment carrier, the U.S. Enterprise.
The purpose of the piping was to
allow the ship to close down its
boilers, thus becoming dependent
on the plant for supplies.

"We also had to install water,
fuel, waste and aviation lines
(pipes)," continued Mr. Happ,

explaining that the problem was
to see that everyone wore life
jackets when near the water and
to see that ring buoys were un-
derneath the pier in case rescue
operation had to be initiated.

It is attention to srch details

that is one of the things stressed
in the quarterly foremen's meet-
ings, led by Jim Faggiano.

At a recent meeting, for ex-
ample, an official from the U.S.
Department of Health led a 10-

6\>*t

hour discussion of first aid tech-

niques.
Mr. Faggiano said the topics for

the last quarterly meeting that
took place September 10 were
scaffolding, ladders and how to
treat eye injuries.

"These meetings are often light-
hearted because the foremen are

a sophisticated lot," observed Mr.
Faggiano who also makes reg-
ular, once-a-month inspections of
Braun facilities.

Mr. Happ pointed out that ce-
menting the safety effort is a pro-
gram of education-by literature.

"We subscribe to the CAL-
OSHA Reporter from which I clip
articles to mail to the fellows in

the field," he said. •
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Before we insured

Levi's weimprovedtheir
overall p,otection.
On February 3, 1974 Levi Strauss & Co. got a
real scare at their Amarillo, Texas distribution ..Sigiat,4564

center. Despite ample safety precautions, sparks
from a welder's torch touched off a fire in their

apparel storage racks.
In no time the flames spread wildly and

activated the automatic sprinklers. Fortunately
the spnnklers kept the fire in check until
the fire company arrived. And it was all over as
quickly as it started.

In fact, the flames only damaged about
100 cases of pants. And work was interrupted for
just a single day. But it could have been worse.
Much worse.

This case involving LEVI'S® is typical of so many of
our insureds. Incidents that could be all-out disasters

are controlled and minimized as a result of proper
loss prevention practices.

At Allendale, we call that «the great loss that never happened". And that's our basic aim.
We'd rather spend our time and money preventing disasters, thaI i paying off losses after
they occur.

Before we insured Levi's our engineers designed a well-thought-out sprinkler system
for their 39' rack storage. Levi's was taking no chances with their multi-million dollar inventory.

Their discretion was well worth it. Because there's no doubt that without such an

efficient fire control system their February 3rd loss would have been greater.
If you'd like to know more about our loss prevention philosophy, contact us.
Experiences like this one at Levi:s have given ussome great seat-of-the-pants knowledge

we'd like to share with you.
Allendale Mutual Insurance Company, Allendale Park, Johnston, Rhode Island 02919.
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Small business security
Continued from preceding page
the TELEMITTER-based system employs a
variety of sensing devices. For instance it
would transmit signals to a central station
from magnetic door contacts, that react to
unauthorized door openings. The window
is a prime point of entry in burglaries,
making the foil-type sensors a necessity in
the small business. These sensors send a

continuous electrical current through the
protected glass surface and transmit a sig-
nal the moment the glass is broken.
Smoke-detectors, designed either for small
storage areas or long hallways, or shop-
ping aisles are used. Other sensors detect
the slightest pressure of a thief's hand up-
on a store's safe. Some larger locations are
plagued by thieves who hide in the prem-
ises until after hours. Their presence is
detected by ultrasonic alarms, which fill
an area with waves of inaudible high-
pitched sound. Should this sound pattern
be disturbed, an · alarm would be triggered.

If any such sensors are disturbed, TELE-
MITTER electronically locks onto the tele-
phone line, automatically transmitting a
digital signal to a central station. Three
different signals for different emergencies

can be sent. As the coded signal comes into
the station, an audible and visual alarm
alerts security personnel to the emergency
while a computer-type automatic printing
unit prints a record of the occurrence in-
cluding date and time, type of alarm and
code number of the endangered location.
Central station personnel then immediately
contact the police. Most important, the sys-
tem is designed to continue dialing the
central station until contact is made and
the system receives a formal "go-ahead" to
transmit its alarm.

Although robberies have cost small busi-
nesses about one-tenth as much as burg-
laries, they should be protected against be-
cause they often involve injury and some-
times fatalities. While the TELEMITTER
can be used to transmit a "silent" holdup
alarm signal to the central station, this pro-
tection can be backed up by some common
sense procedures. Law enforcement officials
have found that simple precautions, like al-
ways looking an approaching customer
squarely in the eye, greatly deter the
prowling holdup artist. Another good pre-
caution is to remove cash from the re-

Aurora's safety pays...
Continued from preceding page

As in every manufacturing plant, there
is a potentially dangerous situation at
the loading docks whenever a fork lift is
driven into the back of a truck to re-
move or put in a load. If the truck
wheels are not chocked, it could roll
away causing the fork lift to tip over or
fall between the truck and the dock. At
its Hempstead, Long Island, plant Au-
rora is experimenting with a light system
which indicates whether or not a truck's
wheels are chocked. If they are not, the
light warns the area supervisor and the
fork lift driver to stay clear of the truck
until the chocks are put in place.

These improvements have meant a sav-

ings of approximately 80 % from the
previous cost of the company's fork lift
operations.

Safe materials handling and good
housekeeping, of course, are inseparable.
Aisles and "road ways" have been laid
out throughout the Hempstead plant with
visible yellow lines. Street names, too,
have been installed to facilitate move-
ment and identify locations of assembly
lines. This has proved particularly ef-
fective for new employes. All aisles be-
tween assembly areas, as well, are kept
clear of obstructions so that people and
material can move and be moved easily
and safely. Slips and falls in these areas
have been significantly reduced.

"Another problem we had with ma-
terials handling," according to Mr. Den-
ker, "was in the storage area where the
various parts for our games are stored
until and during the time they are put
into production. The way the cartons
were stacked and organized was not only
hazardous but chaotic."

The area was organized into neat rows
with ample width between them for safe-
ly maneuvering the fork lifts. Safe
stacking procedures were instigated and
the stacks are constantly surveyed to in-
sure their stability and accessibility.

For manual material handling, instruc-
tions were and are given in the proper
use of tools and equipment and where
necessary improved equipment is con-
tinually being installed. In the plastic
molding department, for example, lad-

ders have been installed for use at the
feeding hoppers. Since they were put
into use, there has not been a single fall
from the molding machines.

Liberty Mutual has conducted lectures
on biomechanical and ergonomic prin-
ciples for the industrial engineering and
production management. These sessions
demonstrated how job efficiency and pro-
duction could be improved by designing
work tasks to match the capabilities of
the majority of workers either in exist-
ing operations or in planning new ones.
As a result, the engineers consult with
the industrial relations department when
the production line for a new hobby or
game is being planned. Any machine
guarding installations for hand assembly
work, for example, are built in by the
maintenance department after consulta-
tion between the engineers and the safe-
ty manager.

This same cooperation and team effort
between management, safety and super-
visory people, and the insurer were ap-
plied toward industrial hygiene. Liberty
Mutual conducted 12 surveys to deter-
mine loss exposures from noise, solvent
vapors and hazardous materials. Aurora
personnel attended several seminars con-
ducted by Liberty on the problems and
solutions of working with chemicals,
power presses and noise. Among several
steps taken, accoustical enclosures have
been built around a number of presses,
resulting in a considerable noise reduc-
tion. On one power press, for example,
that reduction was greater than 700%.

The exposure to workers' health from
hazardous solvents and other chemicals

is not excessive. However, the purchas-
ing department is adopting the use of a
material safety data sheet, recommended
by Liberty Mutual. In negotiations with
vendors, it is used for specifying partic-
ular hazards of any materials being sold
to Aurora so that the effects of their use

can be accurately determined.
At the same time that these specific

loss control techniques were being im-
plemented, an in-depth safety training
program was established. It began with a
12-hour supervisory safety training pro-
gram conducted by Liberty Mutual for
middle management and line supervi-

gister(s) at least once a day and at varying
times, in addition to posting a notice to
customers indicating that this is the pro-
prietor's practice.

Response time to an alarm, which ideally
is about two minutes in a large metropolis,
is of decisive importance since apprehen-
sions are the greatest deterrent to crime.
Fertunately, the computerization of central
stations will shave precious seconds off this
response span, providing better protection.
Routine opening and closing signals, which
alarm users are usually expected to make
daily to their central station, will be han-
dled and recorded automatically, freeing
the security personnel to promptly handle
emergency alarms. This will help curb
holdups especially, since they usually oc-
cur at hours when the routine call-ins are
heaviest.

The computer will also automatically
evaluate several simultaneously-received
signals and send the most urgent one into
the central station first. So the central sta-
tion operator loses no time in digging up
a police department's phone number or
other vital information, the computer in-
stantaneously retrieves and displays this
data on a CRT screen.

Considering that the chance for arrest in
a burglary is cut in half from the second
to fourth minute after break-in, the im-
proved efficiency in handling alarms will

sors. The sessions covered supervisors'
safety responsibilities under OSHA, the
costs of accidents, manual materials han-
dling, employe safety training, produc-
tive accident investigation and supervi-
sory plant inspection. The loss prevention
techniques learned from these sessions,
and similar programs since the initial
one, have been and continue to be im-
plemented in each department through
weekly safety meetings. Specific ongoing
training for new operators in various de-
partments have also been established.

In addition, Mr. Denker, accompanied
by the respective supervisors or manager,
conducts frequent plant tours of the var-
ious departments.

Unsafe conditions are corrected im-
mediately, if possible, or work orders are
issued by the department manager to the
maintenance department for prompt at-
tention.

Unsafe acts or employes' disregard of
safety rules are checked on the spot. Per-
sisltent violators are written up by their
supervisors using a "Warning Notice
System" that could result in punitive ac-
tion against a flagrant violator.

Realizing, too, that proper job place-

substantially improve protection to the
storeowner.

Again, the small storeowner can protect
his stock with common sense practices. If
valuable goods are moved to remote in-
teriors of the store, daily or every weekend,
the burglar must take more time looking
for them, increasing his chance for appre-
hension.

And by leaving large bulky items near
points-of-entry, the storeowner discour-
ages theft altogether.

Businessmen selecting protection should
bear in mind the findings of a recent survey
on the relationship between robberies and
burglaries. It found that communities suf-
fering holdups in their stores also suffered
burglaries to a great extent. So a robbery
experience should be corrected by both rob-
bery and burglary safeguards.

Providing effective protection to the small
urban business might be pivotal in re-
versing the decay of major cultural and
financial centers. By securing these pre-
mises with electronic protection at reason-
able cost businessmen might qualify for in-
surance policies more equal to policies of-
fered in safer, more suburban areas. By
making these center-city enterprises pros-
perous and thereby generating greater cash
flow in their neighborhoods, cities as a
whole can be improved. •

ment helps lessen accident possibilities,
Aurora strengthened its medical depart-
ment under guidelines from Liberty Mu-
tual. The company's full-time nurse con-
ducts pre-placement exams to ensure a
proper match between people and spe-
cific jobs. She also works closely with
local doctors on any accident cases which
do occur so that the injured person can
get back on the job as soon as possible
after their accident.

Overseeing the success of Aurora's loss
control efforts has been its executive
safety committee. Robert S Gruchacz,
executive vp, acts as chairman; the safe-
ty manager is the secretary and every
area of the company's line supervision is
represented. It meets formally on a
monthly basis with a specific agenda.
Corporate safety policies are set down.
Specific assignments and responsibilities
are made to appropriate persons for han-
dling prticular problems. The committee
also has the power to approve installa-
tions of equipment or adoptions of new
safety procedures. Its prompt consent
and actions have been the major influ-
ence in the successful establishment of
the company's safety program.

The main plastic molding section at Aurora Products' West Hempstead plant.



Fact: /t's no good p/eading ignorance
when reality of product risk dawns
PRODUCT LIABILITY:
A MANAGEMENT RESPONSE
Irwin'' Gray, with Albert L.
Bases, Charles H. Martin and
Alexander Sternberg (published
by AMACOM, 1975, communica-
tions division of American Man-
agement Assns., 239 pages, $12.95)

Reviewed By
SUSAN ALT

Corporate executives may view
themselves as brilliant profession-
als, successful beyond expecta-
tions by all the yardsticks of per-
formance measurement. Yet "man-
agement stupidity" is a major
problem-in fact, the major prob-
lem- when it comes to recogni-
tion, coordination and control of
corporate product liability  risks,
Irwin Gray bluntly declares.

Blissful ignorance, he documents
in his book on the subject of pro-
duet liability, has become a boon-
doggle for many suppliers of pro-
ducts. "The problem with man-
agement is, they don't think they
have a problem. They think an
insurance company will cover
everything," he says in his most
chastizing tone.

"That's because they haven't
been hit with anything yet," he
told Business Insurance, lowering
his voice menacingly as he focused
on the ' crux of the challenge to
management.

His object in writing a tome
about a total approach to manag-
ing this expensive problem? To
draw frorn all the instances

where companies have "been hit"
with suits, backbreaking defense
costs, multimillion dollar judg-
ments, or denials of claims by in-
surers, and learn from them what
is essential to the defense of a
product liability case.

One thing Mr. Gray is not is an
alarmist. He would calm those on
the edge of panic as they see the
constant flow of huge jury awards
to plaintiffs injured by products.
"The number of jury awards over
$1 million that hold up through
appeal is very small," he believes.
"The appellate division keeps the
brakes on juries."

But that does not diminish the

risk, whose dimensions are grow-
ing. Charles H. Martin, co-author
and a former risk manager, rec-
ommends companies have catas-
trophe insurance against products
liability "with as high a number
(limit) as possible."

(Mr. Martin spent 21 years with
American Cyanamid in risk man-
agement positions and is now a
consultant working with corpora-
tions and trade groups. The other
co-authors are Albert L. Bases, a
trial lawyer, and Alexander Stern-
berg, a consultant.)

Corporations facing product lia-
bility risks and suits are akin to
an army subjected to guerilla at-
tacks. The guerillas choose the
time, the place and the vehicle for
aggression, while the army has
to prepare an all-around defense,
the authors maintain.

The book presents a tough cri-
tique of management's hereto-
fore lackadaisical approach to the
problem. In most firms there is no
manager or department coordinat-

, ing the various steps to be taken
in protecting a corporation fr6m
large judgments and wide-rang-
ing liability decisions. The com-
pany must establish before any
suit is filed a clear procedure for
defending itself against charges of '
negligence and liability in product
safety cases, says Mr. Gray, a PhD
and professional engineering pro-
fessor and consultant. In his role

as consultant, Mr. Gray has been

on both sides of the product lia-
bility litigation fence, serving as
advisor to corporate attorneys de-
fending product liability cases, and
to plaintiff's attorneys mounting
products suits.

Companies generally lack an or-
ganized approach to products lia-
bility defense because "many
managers are inclined to under-
estimate the attacking forces and
overestimate their own defense
forces," declares Mr. Gray. He
lambasts the attitude of "it can't
happen here" which dominates the
actions (or in this case, inaction)
of top management.

When the product liability bomb
does explode in the corporate lob-
by, the company might, in a pinch,
be able to defend itself adequate-

ly. But measures used to protect
corporate flanks will be the most
costly of all solutions, says Mr.
Gray: The firm's legal depart-
ment, outside attorneys, and the
defense staff of the firm's insur-
ance carrier.

Legal help from the under-
writer, can, indeed, be most effec-
tive says Mr. Gray. But the in-
surer's services will be compen-
sated over the long run by "higher
insurance fees and premiums,
tougher exclusion clauses and re-
duced coverage."

This is, to be sure, already
happening. Products liability in-
surance, if available at all, is ex-
tremely costly, and deductibles
(call them self-insured retentions,

if you prefer) commonly reach in-
to the hundreds of thousands and
sometimes millions of dollars.

The authors build a case for ex-
tensive preparation by corpora-
tions for litigation, and liability.
They devote much of their book
to the litigation process itself, and
how to handle a defense. Amorg
the subjects providing invaluable
background for risk managers and
other managers concerned with
products liability, safety or qua-
lity control are: A major part of
the volume covers details of how
the plaintiff builds a case against
a manufacturer or supplier, and
how the defendant should re-

spond and build the defense.
Another chapter deals with the
trial itself, if and when the case
gets to trial. (Experts say only a
minor portion of all products lia-
bility suits go to trial, having been
settled beforehand because defen-
dant and insurer fear publicity.)

A 30-page chapter covers the
topic of liability insurance, and
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rightfully asks the rhetorical
question: The Big Buffer? Two
final sections emphasize proce-
dures and approaches to product
liability prevention, and the im-
portance of avoiding and mini-
mizing the risks, which can be
lowered "to truly insignifcant lev-
els" by a concerted effort, say the
authors.

The book has a detaled analysis
of such things as how corporate
and insurance attorneys should in-
teract, how corporate managers
should answer questions in depo-
sitions and interogatories as well
as on the witness stand, how wit-
nesses should be briefed about the
fine points of the product's design,
testing and manufacturing pro-
cess, and now to fend off the op-
posing attorney's attacks.

Each of the book's seven chap-
ters ends with a list of footnote
references. While the book itself
tries to cover every inch of ground

Continued on page 52
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Kidde custom-engineers
Halon 1301 systems to protect
property where you can't
afford water damage.
In high-value, high-risk locations-like computer
rooms, record storage areas, telephone switching
offices-direct damage from a contained fire might be
small. But if a sprinkler system soaks electronic and
electrical equipment, or data stored on tape or paper,
losses could be disastrous.

The better way is Halon 1301-an extinguishing system
that will erase any fire in seconds. With no damage to
property. Or dangerto people. Halon 1301 is an odor-
less, colorless gas that breaks the chain reaction of
combustion. It doesn't conduct electricity. Is not toxic
in the sma115% and 6% concentrations required.
Leaves no residue. Requires less storage space than
other agents.

Kidde has wide experience fn custom-engineering
Halon 1301 systems where the stakes are high. We've
provided full protection systems-complete with de-
tectors, alarms and controls- for computer rooms,
record centers, atomic research facilities, power gen-
erating plants, transformer rooms, natural gas com-
pressor buildings, libraries, museums. If a fire did
start, it would be out fast. With hardly a trace.

Do you have facilities'you suspect may be underpro-
tected? Tell us about your problems. Maybe Halon
1301 is the answer. Maybe our other custom-engi-
neered Hi-Ex® foam and carbon dioxide systems. Or
dry chemical systems, or portable extinguishers. Write
to Director of Engineering/Marketing
Services, Walter Kidde & Co., Inc., Dept.
208, Belleville, N.J. 07109.

WALTER KIDDE & COMPANY, INC.
BELLEVILLE, NEW JERSEY
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Product liability...
Continued from page 51
on the management of product
risks, the information sources in-
clude only a limited listing of
publications and sources of fre-

quent, regular news of products
liability trends, litigation and in-
surance. For example, an increas-
ingly common method of financing

products liability risk is by the use
of an affiliated (or captive) insur-

ance company. No mention was
made of the use of insurance com-

panies formed by one firm or a
group of firms in an industry to
underwrite this risk. The biblio-

graphy of the book was its major
weak spot.

Mr. Martin, who presumably
contributed much of the material

in this book on products liability
insurance, offers some choice bits

of advice which risk managers

would do well to consider, includ-
ing:

• "The closer you can get to a
meeting of the minds (about the
scope of insurance coverage and
its limitations) with the under-
writer by direct personal contact,
the better."

• In the event the insurer de-

nies defense or indemnity in a
products liability case because of
alleged design defect and the
policy's exclusion of coverage
for design defects, "management's
proper response is to demand that
the case not be prejudged as to
coverage."

• Beware the "sistership exclu-
sion" in standard products liabil-
ity policies and be cognizant of
whether you have specific cover-
age for this particular liability be-
cause "its impact can be deadly in-
deed."

• Vendor's endorsements in

sales contracts can be troublesome

for a producer because the ven-
dor's systems and procedures
while "doing his own thing" may
constitute negligence, and void
products liability insurance "for
future cases, or (you may) face a
complete denial of coverage start-
ing with the claim you have al-
ready received."

• For companies involved in in-
ternational comerce, "an endorse-
ment should be added to most pol-
icies to specifically cover an or-
iginal suit brought anywhere, and
to specifically include products
produced anywhere in the world,
provided that the suit is brought
within the U.S., its territories or
possessions."
• Basic liability policy wording

on coverage for bodily injury
"should be broadened by endorse-
ment to read 'personal injury,'
which would include libel, slander,
false arrest, and other charges as
well as punitive damages."

• "Wherever the phrase
'caused by accident' appears, it
should be changed to 'caused by
occurrence,' which some under-
writers will agree to substitute
when requested."

The book makes a case, and a
good one, for the professional in-
surance purchaser and the cor-
porate risk manager. It outlines in
some detail 11 reasons insurance

is one of the "most difficult com-

modities a company has to pur-
chase on the open market."

Whether the corporation wants
to fight each products liability
case or whether it prefers to settle
the small ones and fight only the

biggies, the authors put the great-
est possible emphasis on knowing

ahead of time what route is going
to be taken. "The need for pre-
cision in drafting the procedures
for who tells what and when upon
receipt of a threat or claim is so
important that we again recom-
mend you meet with your at-
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i i I=il bAnce protection?
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torney to establish appropriate
ground rules. Get these rules into

.the procedure manuals, and have
personnel indoctrinated," declare
the authors.

This is the whole point of the
book. And if that's not good
enough, consider this:: 4,More good
cases are lost by the defense
through unprepared witnesses and
attorneys than many an insurer
will care to admit."

Risk manager's role
The risk manage should

be one of the parts of the
total corporate effort to con-
trol product liability risks,
Charles H. Martin urged.
"When I established a prod-
uct liability control organiza-
tion for my company some
years ago, the product liabili-
ty manager was at the center
of the baseball diamond. I do
not think that the risk or in-

suranee manager is necessari-
ly the one to head up this
effort, but he certainly must
take part in it, and be the
progenitor of it, to help de-
velop that role. In the small-
er company, the risk or in-
surance manager may be the
best person in the best posi-
tion to control this effort."

This would be a good book for
risk and insurance managers to
buy for the purpose of better in-
forming themselves on how pre-
planning pays off, then routing it
through the ranks of their com-
panies' top managers.

What to do if they still don't
think it can happen to your corn-
pany? Sit down and discuss how
a court judgment against you of
$2.5 million would affect earnings
per share. Can a firm afford NOT
to plan ahead for a contingency
like that? The amount is not un-
realistic. It's the largest products
liability award in the last five
years known to have held up
through the appeal process, made
against Boeing for the estate of a
pilot killed in a crash of a Boeing
aircraft.

Acquire H.W. Black
William M. Mercer, the em-

ploye benefit consulting division
of Marsh &· McLennan Inc.

acquired H. W. Black & Asso-
ciates Inc., an employe benefit
and actuarial consulting firm.
H. W. Black & Associates, which
has offices in Memphis and
Nashville will continue to be

managed by its former principals,
Harold W. Black and Lucian B.
Acuff.

our

chief

in Baltimore is

Charles C. Counselman, Jr.

RIGGS, COUNSELMAN,

MICHAELS & DOWNES

100 Light St. 539-4535
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Security linked to aid
for drug, booze abuser

NEW YORK-Corporate pro-
grams that find and help rehabil-
itate drug and alcohol abusers pay
off in increased productivity, few-
er on and off the job accidents,
savings on payroll and insurance,

and less absenteeism and lateness,
according to a study released late
last month by the Burns Security
Institute.

{SAFETY/SECURITY
REPORT

Spokesmen for a number of in-
surance connpanies underwriting
such programs and corporate di-
rectors of the programs agreed
with the Burns report.

Most corporate alcohol and drug
abuse programs rely on supervi-
sors of employes with a problem,
rather than solely on employe
self-referral.

However, some observers ad-
vised caution when relating poor
job performance to drug or al-
cohol problems.

Dr. Ferm Asma, assistant medi-
cal director at Illinois BeH Tele-

phone Co. says, "We look for the
problem employe-more speci-
fically, the employe with a job
problem--and offer our help. This
has proved to be much more suc-
cessful than looking for employes
with specific problems such as al-
coholism or drug abuse."

The latter approach can lead to

a "witch hunt that defeats any
rehabilitative effort," he said.

A spokesman for Employers of
Wausau Insurance Co., which has
been involved with alcohol re-

habilitation programs since 1959,
agreed.

"We beat our brains out trying
to emphasize to supervisors that
they're not to diagnose an em-
ploye's problem," he said. Super-
visors are trained to look for

symptoms, ·for poor job perform-
ance and to refer that employe for
counseling rather than to make
judgments on their own.

One of the biggest obstacles to
the supervisor-referral approach,
the Employers of Wausau spokes-
man admitted, "is that supervisors
refuse to recognize the symptoms
of alcoholism."

Problem drinking has become so

commonplace that it's becoming
accepted, he added. "There needs
to be more education provided so
people realize the importance of
this problem."

Carl W. Dahl, director of the
Occupational Performance Pro-
gram for The United Way of Dade
County, Fl., noted in the Burns
study that "it is only human for
a manager or supervisor to be in-
clined toward covering up for
'dear old Harry or Mary' who has
served for many years effectively
but recently has begun to fall off
in performance.

"We urge management to avoid

cover-up on the premise that prob-
lems we are talking about are
progressive in nature," he said. In

addition, "the deeper the employe
trouble or problem, the greater

the probability he or she will deny
it exists or resort to defense

mechanisms," he noted.
Dr. Jokichi Takamine, chair-

man of the committee on alcohol-

Acquire 35% interest
Corroon & Black insurance

brokers acquired a 35% equity
interest in Glanvill Enthoven &

Co., Ltd., a London based inter-
national insurance and reinsur-

ance brokerage firm. Corroon &
Black paid $4,500,000 for the ac-
quisition.

ism, American Medical Assn., told
those attending a Burns seminar
on drug and alcohol abuse, "Your
organizations must start to look at

people with problems, not in a
permissive way... not in a kind
or paternal way, but in a very
healthy, realistic way."

Communications is the key to
successful treatment of alcohol or

drug abuse, Dr. Takamine noted.

"Unless society changes atti-
tudes in this matter of communi-

cation, this problem is not going

to ever stay at a plateau, it will
continue to get worse," he said.
"... basically this isn't an indus-
try problem, it's not a manage-
ment problem, it's not medicine's
problem, it is a living problem in
its simplest form. I
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Concern for bottom line means more than "productivity"

At Questor, bonuses depend on safety records
TOLEDO-At Questor Corp.

plant managers have more to
worry about than producing the
most widgets in the shortest time
span. Their personal management
success and annual bonuses de-

pend on whether they can reduce
workers' compensation costs and
accident frequency rates.

"The plant manager is directly
responsible for reducing the cost
of workers' compensation and the
frequency of injuries," said
Joseph Zuzik, director of occupa-
tional safety and health at Ques-
tor. The safety results become
"part of the individual manager's
record," he added.

In the four years Mr. Zuzik has
been at Questor, he has worked
with top management "to imple-

ment the philosophy of not over-
riding a safety feature just to get
production out."

Probably the reason division
heads listen to Mr. Zuzik is that

he shares their concern for the
bottom line.

Each quarter Mr. Zuzik sends
out a safety performance chart to
each Questor plant showing "just
how much it costs each plant in
workers' compensation claims for
that period." He credits the tech-
nique itself with helping to cut
down on accidents.

Safety results are ranked with
the best plant listed first. This
way, Mr. Zuzik explained, top
management can see clearly who
has the most effective safety and

health program.
His five-year goal, from 1974 to

1979, is to save $375,000 in pretax
earnings on workers' compensa-
tion costs in Ohio, where approx-
imately 6 % of Questor's total U.S.
workforce is employed at six 10-
cations. A self-insured workers'
compensation program was insti-
tuted there after Mr. Zuzik's ar-
rival.

The mean cost of workers' com-

pensation declined for the com-
pany from 6.5 cents per man-
hour for all U.S. plants in 1972,
to 4.4 cents per manhour in 1973
and to 3.9 cents per manhour in
1974, he said. Figures for 1975
will not be available until De-

cember, but Mr. Zuzik expects the
favorable trend to continue for

Give your company
an insurance physical.

Your company may not be in the same shape it was a
year ago-and a growing business must be covered
by increased insurance-especially in these
inflationary times!

C PROPERTY: Has your present property increased in value?
Nationwide's Inf[ation Protection endorsement can be added
to a Wall of Protection® plan to keep building insurance
in line with rising costs.

O LIABILITY: Do you need additional liability
coverage? If your business is growing, perhaps your
liability is, too. Nationwide's Wall of Protection
can give your business the liability coverage
you need in one plan.

O PAPERS: Do you have documents and
valuable papers that aren't protected by
insurance? Nationwide's Valuable Papers
Endorsement protects vital plans, charts,
papers inside the safe or desk.

O VEHICLES: Have you added new
business vehicles? Nationwide can
cover these-as well as non-owned cars
and trucks used for your business.

O EMPLOYEES: Have you added em-
ployees? Nationwide's Wall of Protection .
plan takes a total approach to benefit pro-
grams: individually tailored group life insur-
ance, hospitalization, disability and pension
coverages. One plan, not an unrelated stack
of policies.

O CONVENIENCE: Are you spending too much time
and capital on your insurance problems? Nationwide's
Wall of Protection plan lets you spread your payments over
the year without tying up capital. Another time-saver-only one
annual audit on your property and liability.

If you've answered yes to any of the above questions
your insurance needs further examination.

Give Nationwide a call. We've got specialists who'11
be glad to give you a complete diagnosis. Free.

Questor's 13,000 employes.
Mr. Zuzik estimates that the

first two years' cost of Questor's
safety program since he joined
the company was "roughly $1.5
million," tapering off since then.
The approximate annual cost for
his department alone is $50,000,
of which almost 25 % is spent on
travel to various plant locations.

"I talk to nurses at plants
where there are serious injuries.
I try to get these employes back
on the work rolls. Many of them
don't want to go back to work
after using up their convalescent
period," Mr. Zuzik said.

His visits, which take up 60 %
to 70% of his work schedule, also
help pinpoint the reason for acci-

NATIONWIDE
INSURANCE

® Nationwide is on your side

Nationwide Insurance, Columbus, Ohio 43216
Part of Nationwide's Blanket Protection for your business or your family.

Nationwide Mutual Insurance Co. Nationwide Mutual Fire Insurance Co. Nationwide Life Insurance Co. An equal opportunity employer. J

dents resulting in loss of. limbs.
Any serious injuries are discussed
with Questor's risk manager, who
supplies Mr. Zuzik with loss run
records.

Mr. Zuzik collects the initial
accident reports from all 62 do-
mestic plants as well as the
OSHA records and combines the
information with the closed

claims he receives from Fireman's

Fund Insurance Co., Questor's
workers' compensation carrier.

Monitoring techniques on air
and water pollution discharges
takes up part of Mr. Zuzik's time.
He supervises engineering evalu-
ations on installing new equip-
ment to remedy the problem.

He publishes occupational safe-
ty and health bulletins "as need-
ed" to inform plant managers of
changes in OSHA regulations.
"We abstract OSHA regulations
and condense them into some-
thing more understandable," he
said, adding information from
other sources that is pertinent.

A year and a half ago, Questor
contested two citations by OSHA
for violation in machine guard-
ing. "We had to make some mod-
ifications," he admitted.

According to Mr. Zuzik, Ques-
tor's standards are often higher
than OSHA's. "When we disagree
with a standard or feel we have
a better way we appeal the rul-
ing, but we've only been in that
position twice."

In plants where major changes
are needed to bring a facility into
compliance, estimated costs of the
improvements are included in the
plant's annual budget, Mr. Zuzik
said. The operating manager of
the division must submit a writ-
ten plan for the changes, includ-
ing target dates and any required
compliance dates. New equipment
is inspected for safety and health
standards before it is purchased,
he said.

Mr. Zuzik believes in telling
plants how to correct safety vio-
lations with specific suggestions.
"There's no sense in telling some-
one that something is wrong, un-
less you also show him how to
fix it When we say a caution
sign is needed at a certain spot,
we include a copy of the caution
sign with the report." Then on
his next visit to the plant, Mr.
Zuzik looks at previous reports
to see that the necessary changes
were made.
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INTERNACIONAL (OVERSEAS)
INSURANCE, LTD. y

CORREDORES INTERNACIONALES
ASOCIADOS, C.A.

Maracaibo, Edificio Ven-Sun
Caracas, Hotel Avila

Telex INOVENCA 61125
SEE OUR AD ON PAGE 10



aqr. Zuslk

,If" her 20, 1975/55

8 1172.2«,18 4 16,031 0.4 - . 4 r3- 1 1

-----

af) 4 41
3

IT versit' .
/i,a ki,- Said , f I RBEL'S ON APPROVAL-30 DAYS

 P<- r »ery ple?J. 18 wi .:S 1. d 2 6-

thor to taf, Tr SEWER /\L INST--RANC)13 G-UIDIE 5I ) 1-4

73%17. '7 *h
ik

j-le s dowi F 10 {SAFETY/SECURITY t *r -Ir- cover

Polcd'' 2.
3 k- --REPORT---

' 1.

T- _- :ceo- latt
r+ 13' J Se mat/09 in f D emE f A hCCMk J tV .,f' - 1 1 another r,-s - M :S ttates I ONET,-11RD DI5(OUNT for 8.1 9 ad /nth
SO -. Ms Y r-- --7,8 . Zurt. and fc . rountir- and 1, , I .1 c , If,

,r v sales

1 wail r =%uss tbe a safely man Of 5 /1, N f

9 V. ' If '· hYS,erist and pr.ue„-

WEPBEL liu 1,1:,hing to , Ine 54>5 old wal)*ts p©:#4 5*ifihI©*mbiy 1 1 787, ·  said he nar furnifire and ' 0$,/ tiog I
r 16 ' 14 lili/1 1 1 1 2,61 6229

ibe cs j - 6- co,arses at w,J Zoods, toys ar,6 nooks.
SiSS * 20( f,G_,Or j, tys f J) -

--

cat.on.j, 1-- r -- 1.17* t -te e

:S 7 . r. f ---- rrs'

compensatton p. , od 1- J e- 
:RY'Ve

Six h -l:'11,1, , isiOn,2 ate t'kei/5
p mund . .r ..._; 7 for the sifer

-- f - ve 27eaoh plan
_ 21,5.Inell i,-n

an E.Udic -FIA. nji ,+aseAL " er'
1:

GB,HA standaraa - - nins
J

j *-3

fletect lazA, dow - ZOL j

a hnefing on /- Trp, *y ,« s _ « V 1 1  i ,  1--3 yl r I W,5 3  0) '<A [ _ L ,
sation easar.

/81*ty I sest»tive 1110 If-

11 Grf: f,0 tne Nsnt sat et'r
commY.ee, which k composed of
botb afs.4 hourly
personneio

All./.94.,5*55,„Ergonomics, thE _ 2- f

man 1,0 m xwme. is el€ c r,
t

Zi,"ik's J

c.fuestoi * 211/-=fIS

Sign 2 €r j-

5In «SI

JLA A CJJ.fe dnee wher»

a pat r of strs 5 vdjers
4 -7, 1,4 1 ' · ether

**acned
t

%
M t &. 1

@.

«Frists in ao 1. I»*DI I«
r

533035 re- es]*. ' the tool soa
11 &,T; -

/ JIJ M[ rath€.7 thail --fis S w€110r t tt £ I. CO %ft«/ A-'C r+S 12,1
1 4

 ap- i gn 1793
Er'OR-i rf /»,irrdCA i -,n.'

--

the r -er oi 8

N.M. state bar 4 . ..% I./.#I
t Il'

Wtelit :. . r

T I i-41/rstrk t.

aesigns Ovoup r i
legal program j , i'

.F K

4

S "· ' 1 51- p'm«.-/ 11 CIN 42

rl 00
1

--ble 10-51 5--il= 1 4 . I : .1.. 44..

872% to Cy- 7 r, 4 if} Cr

fa,rultes at f.lor - *I

5 -1 estf, E,3.ijhed 1 4 4ll
09 f.0.»- -_ 4CID 774,1

+ 6 plan rjh?en f
15 2:id £22 GE Un 1 its

in the n s- 11©11 - 6 Ste fE-

. The 1 ' I 1 k' 7 Flee
for f. i „:„ad 33>6(:15vj'7]i of | T*

6/l»

j

' 4 ,5*sons
7,111 11- guay

.

1. 1,

! ©}f I_Sal Pt 0- 33 7 rae plar,

,· Jarnes 4.., e 9

· · 7 .limEr-
uilim'

1- Ce

1 2 1 , I lin- '

Program:

"D©frnfe of drijl --'
so/fisit - --

r

i

, 1- p 0- d • E UFF
C 1. dil'v- -

.
1. U. TL "'t *

in* fen, , and mis-
int '.

:

#, as r i l1 , 'III and lu-
per]31'

* ba-

i Irrr

4 €le{St <OV-

frave 11: - 1, 1 t. a month if

fbey ale ; r 1, 1,1 .2 '9 e m<,}niti
for a . 1

I prosla,7/ 8l

frel,1 t
It r R non- , 1 ' blisticd

LL>6 ,

to pro= 1
, 1, ' expense A , i noe plane I

for . a de
' Ir-*1 . £

Tia© , , l I ' r -Quat]©51 | | 4/

tr, pif, 1 1 E' Frt 11 61 -

; Inr.------5@K*25, t1 n J' liL.f- |
*4'

1 ' & Ai t. L 4 A. 11'1,11. I j



56/business insurance, October 20, 1975

New variation on lie detector theme
dims prospects for potential pilferers

By SUSAN ALT

CHICAGO-There's a new
technique being added to the
routine pre-employment screen-
ing of people who apply for jobs.
The process affects white and
blue collars alike.

Even top managers answer the
questions and go through an ad-
ditional meeting before they're
added to the rolls.

It's all a nice, friendly process
to find out what opinions these
applicants have on various sub-
jects. Such as stealing. Or having
a fellow worker punch the time
clock when you're absent.

The interview is part of a pro-
cedure being adopted by hun-
dreds of companies nationwide to

tt

combat internal theft, which in
the last five years has amounted
to much more than "petty" pilfer-
age, indeed. Internal crime com-
mitted by employes costs business
between $15 billion and $50 bil-
lion annually, some experts have
estimated in their efforts to define
a truly monumental problem.

The procedure gaining popu-
larity for more effective pre-em-
ployment screening, as well as
apprehending thieves when losses
are discovered, is called psycho-
logical stress evaluation (PSE).
In many cases, it's replacing the
old polygraph, or lie detector,
method of finding the culprits.

Psychological stress evaluation
techniques don't engender hos-

e

tility like the old lie detector
method did. Employes as well as
employers like it better. "With the
polygraph you have to strap a
person to a chair. With PSE, the
subject can smoke a cigarette, and
is comfortable with the interview-

er," says Sheldon M. Levine, cor-
porate director of security for
Waldbaurn's Inc., a 128-store su-
permarket chain in New York
and New England. Mr. Levine
quickly points out that he's not
knocking the polygraph system,
which he used extensively before
he went with PSE three years
ago.

Another happy user of the PSE
method of employe screening is
more voluble about the drawbacks
of the old polygraph methods.

Richard Goldberg, Advance Industrial Security, conducts PSE test.
"The main disadvantage is that
the person tested in many eases
becomes hostile," said Joseph W.
Parker Jr., corporate director of
loss prevention at Cleveland-

"Even economists can't

agree about this economy.
Insurance is just as un-
settled. Capacity prob-
lems and rate shifts are

making the seas pretty
choppy.

"The right program, the
right attention to cash flow,
loss prevention and reserve
analysis - we know this
makes a difference. And
so does one other thing,
your choice of insurance
broker!"

Otis Aldrich. V. R
New York oflice

Jolinson
 Higgins
10118 it
like it is.

based Gray Drug Stores Inc. "We
don't want that hostility. We want
this to be as palatable to our ein-
ployes as possible. We don't want
to insult or offend them." PSE
creates a good atmosphere, "be-
cause the employe is just talking
to someone" even though the
questions are often tough and to
the poinc, and the interviewer is
very frank about what this process
is for, Mr. Parker told Business
I l.Sur,inte.

"But it's very low key," he
added.

Gray Drug Stores, with a chain
of 275 drug stores, 40 department
scores, four major warehouses, a
feet of 110 trucks, and a photo
finishing plant, is convinced that
screening with PSE works. "We
have reduced internal theft tre-
mendously since we started use
of PSE for pre-employment
screening" four years ago, de-
clared Mr. Parker. "Our gross
Irrofits are up for every division"
because pilferage has been re-
duced, he added,

There are two ways PSE is
used: For the pre-employment
sureening, to indicate a need for
further investigation of a person,
and in the "polygraph mode" af-
ter thefts have occurred in a com-
pany, to evaluate employes' an-
swers to direct questions about in-
volvement in thefts,

The PSE technique was devel-
aped by a firm called Dektor, 10-
cated in Springfield, Va. Dektor
is still the leading supplier of
equipment used for PSE. A com-
Nlete sef costs about $4,000, and
includes a recording device used
during an interview, then hooked
up to a machine which records
tie stress in a voice in graph
form on electrocardiogram (EKG)
Taper. The analyzer itself costs
about $2,500, well below the tab
for the older polygraph. Any

our

headman

*
in Des Moines is

Ben Condon

LAMA R-MULOCK-CONDON CO.

906 Nalnut Street 244-0166
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high quality recorder can be used
to make the tape (except a cas-
sette recorder).

Dektor isn't the only supplier of
PSE equipment, however. Another
firm called Law Enforcement As-

sociates in Belleville, N.J., mar-
kets the Mark II voice analyzer
which some believers in PSE are

now experimenting with.

Furthermore, there are a num-

ber of security services specialists
using the PSE techniques, among
them Burns and Pinkerton's, to
screen the pebple they hire as
guards. Some companies offering
investigative services and indus-
trial security consulting services
contract to provide employers
with personnel to conduct inter-
rogations and apply PSE meth-
ods, so that companies don't have
to purchase equipment and main-
tain staff fulltime. One of the

largest nationwide providers of
PSE services is Advance Indus-

trial Security in Atlanta, a divi-
sion of A-T-0 Inc.

Richard Goldberg, Advance's
corporate manager of investiga-
tions, has performed over 2,000
PSE interviews since the Dektor

system was developed five or six
years ago. "We are relying more
and more on PSE-using it about
twice as much as we use the

polygraph system," he said. Ad-
vance Industrial Security charges
$25 per test to interview and eval-
uate responses on a pre-employ-
ment screening contract basis,
said Mr. Goldberg. Cost is $35
per hour to have Advance admin-
ister PSE in a polygraph mode as
a post-theft method of investiga-
tion, with each employe interroga-
tion or interview running about
two hours.

Gray Drug Stores rejects a huge

number of job applicants follow-
ing pre-employment screening
procedures, of which PSE is the
third in a series of four steps de-

signed to keep the crooks out of
the storerooms and hands out of

the till. Mr. Parker said that of

every 100 job applicants at the
Gray Drug chain, about 50 are
rejected after completing a long,
customized questionnaire and a
subsequent interview with a man-
ager which lasts about five min-
utes. Of the 50 who pass these
tests, and then go through the
PSE screening process, about 10
are placed on "hold" status for
further investigation.

"We do hire quite a number of
people who have had problems,
such as minor drug use or drug
experimentation, or minor thefts
from former employers, but with
PSE, they put us on notice so we
can watch them," says Mr. Park-
er. Gray Drug's total cost of pre-
employment screening is less than
$50,000 a year, including all the
people needed to administer the
PSE procedure. Gray Drug has
two sets of PSE equipment.

Increased drug use among em-

ployes is one thing convincing Mr.
Parker pre-employment screen-
ing, particularly PSE, is valuable.
He points to a recent study that
found 75 % of all people tested
under PSE admitted some degree

of drug use, even though that's
normally been a tough thing to
get employes to admit.

"For pre-employment purposes
we use opinion-type questions.
We don't always care what the
answer is, because we are looking
for an opinion or reaction to an
opinion. If a whole series of re-

sponses is wrong, then we know
we might have a problem, and it
indicates an area to be investigat-
ed," Mr. Parker offered.

Waldbaum's, too, has a series
of pre-employment procedures
every applicant must go through,
including PSE. The company rou-
tinely performs a credit investi-

gation on all applicants, then ad-

ministers the PSE with questions
geared to a supermarket opera-
tion, eliciting views on such topics
as accepting grants from vendors,
outstanding debts, stealing inven-
tories, previous criminal record
and convictions. A key question
is whether the applicant omitted
on the application any names of
previous employers for any rea-
son.

"There isn't just one test
given," said Waldbaum's Mr. Le-
vine. "Different formulations of

questions are used, and this pre-
employment test takes a minimum
of one hour."

Among'the advantages of PSE,
recites Mr. Levine, are its porta-
bility, and its validity if the per-
son being screened has been un-
der the influence of drugs or al-
cohol. Audio measurement works

in any situation, whereas a poly-
graph or lie detector test might
be inconclusive because it's based

on such factors as respiration and
Continued on page 58
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Group dental insurance?
AEtna has the experience

to leave you smiling.

The day is coming - fast -when you'11 need
to talk to somebody who knows this complex
coverage. Because group dental insurance is
growing rapidly. The American Dental
Association expects 40 million people will
have it by 1980.

When you're ready, take advantage of the
experience of /Etna Li fe & Casual ty. We were
one of the first insurance companies to offer
group dental. When you cover five times as
many policyholders as any of the others, you
build up knowledge in depth. Know-how that
can result in better dental treatment for your
employees, reduced costs for the employer.

Specifically, that experience means /Etna
has had time to build up a staff of technically
trained personnel, and a national network of

den[al consultants. More importantly, we've
had the years and the cases needed to develop
tested and realistic claim adminis[ration.

Talk to your agent, broker, consultant or an
Aitna group representative about the many
specific advantages of having /Etna handle
your group dental. We can take care of large
groups, naturally, but we're flexible enough to
include dental in health plans with as few as
10. From fluorides with flossing to fillings and
false teeth were not your average insurance
company.

LIFE & CASUALTY

You get action with BEtna

/Etna Life Insurance Company. Hartford. Conn.
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PSE tests ...
Continued from page 57
heartbeat, which can vary for
reasons other than a person's guilt
or innocence.

"With a polygraph, technically
anybody who can wiggle his ears
can outwit the test," quips Mr.
Goldberg, an expert in using both
methods. The PSE technique is
based on a central nervous system
response to questions which can-
not be controlled by conscious ef-
forts, the PSE users contend.

PSE results aren't a panacea in
all cases, particularly if a compa-
ny believes in prosecuting em-
ploye-offenders. PSE testing evi-
dence is admissible in court only
in a few states, although efforts
are underway to change the rules
of evidence in more states so test
results can be used.

PSE is rarely used to test em-
ploye involvement in dishonest

acts-although it can be applied
that way-at least by firms hav-
ing tough pre-employment pro-
cedures. It's seldom needed. But

when it is used, it works, experts
say. "Let's say you have an ars-
on in a facility, and there were 15
people working when the fire
started. After you spend an hour
to an hour and a half with each

person who was on duty, you'll
know who all was involved," said
a security director.

Security officers are careful
about using PSE post-employ-
ment. "We don't just go on witch-
hunts with it," declared Mr. Le-
vine. "There has to bea good rea-
son for a person to be tested, and
nobody can be forced to take the
test. But the innocent employes
want the testing done, too, so they
can be cleared. We've been sue-

cessful in every case we've needed
to solve in the last three years."

Mr. Levine attended the Dektor

school of counterintelligence to
learn the fine points of using PSE.

*L

He is a director of the Dektor PSE
users association formed three

years ago by 12 charter members.
Now having 205 members, the
group represents every aspect 6f
security and psychological testing.
The president this year is a sur-
geon, and the group includes quite
a number of psychologists and
psychiatrists. Many members are
retail security directors, while the
largest number are from law en-
forcernent and other agencies of
government.

Some promoters of PSE are tell-
ing security-conscious companies
that they can take a do-it-your-
self approach to PSE screening,
Mr. Goldberg of Advance Indus-
trial Security warned.

"This is pure bull," Mr. Gold-
berg declares. "The PSE tech-
nique cannot be used in a do-it-
yourself fashion. It must be ad-

ministered by a qualified poly-
graph interrogator in a controlled
situation." i

High rise safety rules
seen as detrimental

DEERFIELD, IL.-"The high
rise problem is less significant
than most people believe," claims
Norman J. Kornsand, consulting
engineer for Rolf Jensen & Assoc,

The issue, as Mr. Kornsand
views it, is not the lack of fire
safety regulations for high rise
buildings, but the direction the
regulations are taking.

"The recent record of high rise
fires speaks strongly for change,"
he said, "but while many of the
new rules are good, some are ex-
cessive, some are misdirected, and
some are inadequate."

In a study conducted with his
associates, 124 of the major high
rise fires since 1941 were re-

viewed, 19 of which occured out-
side the U.S.

It's not uncommon for a court judgment to go against a company to the tune of
five hundred thousand dollars. Or one million. Or even two.

And it's lawsuits like these that can seriously jeopardize a company's well-being. Often
they're caused by the tiniest manufacturing flaw in a company's product.

Which is why it makes good sense to talk to Alexander & Alexander about
Products Liabilty Insurance. As one of the world's leading insurance brokers, we'll calculate
your risks and perhaps suggest ways to improve your quality control. And help lessen
the chance of a lawsuit ever occurring.

Products Liability Insurance. Even if you have it, we'll evaluate the extent of your
exposure to make sure you have the proper coverage.

If your insurance broker isn't advising you on this important coverage, maybe
you've outgrown him. And maybe you should talk to us.

Alexander & Alexander Inc., Information Services, Dept. F, 1185 Avenue ofthe
Americas, New York, N.Y. 10036. Alexander

8Apexander

Of these, only nine fires ac-
counted for 497 of the total 626

fatalities for all fires, according
to Mr. Kornsand.

"Analysis of the foreign fires
showed that the causes (of them)
were covered by building codes in
the U.S.," he said. These were
"highly combustible interior fin-
ish, unprotected vertical openings,
inadequate exits, and unprotected
exits."

The two other factors involved

in the U.S. fires were, he contin-
ued, "delay in detection and
alarm, and human error.

"The level of protection in the
codes today is far above that of
other countries," he said.

"We're overprotecting our high
rises with codes today," Mr. Korn-
sand claims.

The feeling that code groups
are encouraging more restrictive
building regulations without con-
sideration to cost or engineering
problems is Mr. Kornsand's major
complaint.

"It sometimes seems as if the

code groups are on a rocket that's
gone out of control," he cited in
his speech.

"It has really not been long
enough to evaluate the effective-
ness of recently adopted high rise
provisions or codes since only a
handful of buildings have been
built meeting the new require-
ments, and there is practically no
fire experience to objectively an-
alyze the effectiveness of the now
required systems," he said.

The cost of implementing the
new codes is high, Mr. Kornsand
commented. "Depending on the
building and the system chosen,
the new high rise requirements
will add $1 to $3 per square foot
to building cost. More important,
they (the codes) may have a ma-
jor impact in reducing design
freedom," he declared.

Acknowledging that "the code
officials promulgating high rise
requirements undoubtedly are try-
ing to safeguard the public wel-
fare," he believes "these groups do
not deal in the harsh realities of

financing, return on investment,
and design and construction."

As a solution to this problem,
Mr. Kornsand proposes that

"Architects, engineers, suppliers
and contractors should join code

groups and actively participate in
their meetings."
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Safety impetus: Not OSHA, but costs
CHICAGO-Despite the fact

that his company had accident
frequency and severity rates be-
low average, the prime impetus
for better loss control at GE came

not from OSHA, but "from the
realization that our statistics has

reached a plateau and frequency
and severity rates were starting
to increase," according to Charles
B. Chilton, manager of industrial
safety engineering at General
Electric Co., Philadelphia.

"Costs of workers' compensa-
tion were going up and the long
ternn prospects were for rnore of

the same, in spades," he told an
industry session at the National
Safety Congress here.

Thus, he pointed out, loss con-
trol was viewed not as a frilly or
only a humanitarian measure
"but a contributory factor in

Contractors

slim profits
call for close

iniury scrutiny
CHICAGO-Persons falling

from high places are the most
frequent cause of injuries in the
building construction field, said
Frederick Lorinsir, Johnson &
Higgins of Connecticut, citing an
analysis of nearly $2 million in
workers' compensation and gen-
eral liability losses in that indus-
try.

The study also showed falls of
persons to be the predominant
cause of injuries in terms of
severity, he said.

Following on the heels of these
causes of injury in the building

construction field were falling
materials, contact with obj ects,
and manual lifting and carrying,
he told an industry session of the
National Safety Congress held
here.

He indicated that these injury
causes deserve even closer scrut-

iny now, when the climbing cost
of construction financing coupled
with inflating costs of materials
has put increased pressure on
home builders' operating margins.
"The slimmer these margins be-
come, the more important it is to
control the cost of construction

site injuries and property losses,"
Mr. Lorinsir declared.

In the course of his slide pre-
sentation, Mr. Lorinsir put par-
ticular emphasis on public lia-
bility accidents which can erode
profit on construction jobs. He
showed a picture of a work shed
which "formerly was protected
from intruders by a chain link
fence but because of site grading
the fence was removed. There is

now open access to the work shed
and the radial saw within. A ra-

dial saw in an open shed is an in-
vitation to youngsters to try their
hand at cutting lumber," Mr. Lo-
rinsir warned, warning that all
saws should have a lock-out

switch to prevent unauthorized
use.

He advised contractors to focus

their attention on these areas:

• good housekeeping through

all phases of construction, with
safe storage of building materials
and prompt removal of scrap
stock;
• safe ladders and scaffolding,

as well as protection for all floor
openings;
• correct lifting techniques and

coordinated ·team work in han-

dling heavy lifts as well as use of
mechanical handling equipment
will reduce the exposures to lift-
ing accidents. •

holding down the expense of do-
ing busines."

Mr. Chilton, who joined a di-
vision of GE five years ago, works
in a sector of the company with
over 3,000 employes in more than
a dozen facilities all the way to

{SAFETY/ SECURITY}
REPORT

the Iranian desert. The division's

core business is manufacture of

re-entry systenns for space ve-
hicles.

He cited an example of expense
control through loss control in a
facility having automatic sprink-
ler protection with old sprinkler
heads installed on a 1-2-3 sched-

ule. Increased industrial building
in the vicinity of this facility had
downgraded the water supply to

a booster pump "to the point that
we anticipated an insurance car-
rier recommendation for a fire

pump and ground storage reser-
voir at an estimated cost of $750,-
000," said Mr. Chilton.

As an alternative, he comment-
ed, he calculated the effectiveness

and water demand of 212-degree
modern spray heads on a 2-3-5

schedule "and (was) able to up-
grade our protection at a fraction
of what the cost would have been

if we had waited until we were

locked into complying with in-
surance regulations."

Mr. Chilton noted that his com-

pany doesn't subscribe to the old
cliche that the key to the safety
program is the line supervisor, a
point that makes it different from
many others. Although that su-
pervisor is the one on the firing

LIGHT WATER" AFFF controls
48-hour tanker fire in 30
minutes.

JANUARY 18, 1974. Sixteen crewmen dead
when a freighter collides with a tankership
loaded with 143,000 barrels of gasoline, jet fuel
and diesel oil. Fire rages out of control for two
days despite application of conventional foam.
Emergency supplies of "LIGHT WATER"
Agent are rushed in. 30 minutes after applica-
tion, fire is under control. Over 90% of valuable
cargo saved.

line, and it's his workers who get
injured, to say he is the "key" to
the safety effort, in Mr. Chilton's
opinion, is "asking an awful lot

of someone who doesn't set policy,
may not have a full overview of

company goals and doesn't have
much control over budget alloca-

tions and spending priorities."
"It is (the) perception of top

managerial priorities that counts,"
said Mr. Chilton. "When both

both workforce and middle man-

agement are convinced that loss
prevention is on a par with quali-
ty and production in the priorities
of the 'big boss', you are two-
thirds of the way there."

He believes his GE division

"has a leg up" on many other
firms in this regard, because
from top management on down,
the hierarchy expects a good safe-
ty performance, demands good

business insurance, October 20, 1975/61

safety records and recognizes
good safety. Last year, in 7.5 mil-
lion manhours of work, the divi-
sion had only four disabling in-
juries for a frequency rate of 0.53
and a severity rate of 5.82, Mr.
Chilton reported. "So far this
year we hafe had two lost-timers,
with an injury \free period of
more than 4.5 million manhours,"
he added. •

James W. Diemer
Certilied Safety PTofessional

Safety Management

Consultant

750Terrado Plaza, Suite 219

Co'vina, California 91723

(213)339-4131(213) 339-4882

SERVING THE WESTERN UNITED STATES

ddWorst tank farm fire in 25 years"
controlled in 10 minutes with
"LIGHT WATER" AFFE

Dock-side Los Angeles tank farm threatened
by fire and explosion of liquid petrochemicals.
Water, dry chemicals, conventional foams cannot
keep fire contained. Overspill into LA harbor
threatens whole dock area. Fire spreads to other
tanks, floating chemical tops retaining dikes.
Emergency truck with "LIGHT WATER"
AFFF secures whole tank farm, in the tanks and
op the ground.

Youve read the claims...
now see the movies.

We have documented movie film of both of these spectacular
blazes and more. They'll prove what we claim for "LIGHT WATER" AFFE*

Let us set up a showing for you, at your convenience.
We'll make a believer out of you.

- 3M COMPANY, Fire Protection Systems, Dept. FY45
I 3M Center, St. Paul, Minnesota 55101

In Canada, contact 3M Canada Limited.

NFmp

Company Phone

Arifireqq

1 .
City S,Ate Zip

11................J
•"LIGHT WATER" Brand Aqueous Film Forming Foam Fire Protection Sgstemsis a registered trade name of 3M Company.
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Swift & Co. perceives
safety in money terms

CHICAGO-Selling manage-
ment on safety is a matter of tell-
ing it like it is, in a language
managers understand... dollars
and cents, according to Robert
W. Thomas, manager of safety
and health for Swift & Co. (Es-
mark), speaking at an industry
session of the National Safety
Congress here.

"What really matters is, the
bottom line of the annual report.

You know as well as I that when
we attempt to develop a preven-
tion program, many times man-
agement can't see it," he com-
mented, attributing this to the
fact that "nothing has happened
yet, there's no loss, ifs an intan-
gible."

Mr. Thomas offered concrete
results in dollars and cents terms

for safety managers to use in de-
veloping their programs. Em-

Slain-Sleeve Forum -

Sure You're Covered,
but Does It Fit?

- By Dinner Levison
(Asked in the Anancial district)

William Wasserman, Insurance
Broker,220BushSt.,SanFrancisco:

That's a timely question to ask
about your insuranc« protection. At
Dinner Levison, we not only provide
modern coverages for you and your
business. But we also make sure that
your policies exactly fit your needs,
your projected growth, and your
budget. We call it our shirt-sleeve
approach to risk management. Bet-
ter call us today !

DINNER
LEVISON

COMPANY

.

1. ,

/nsurance Brokers since 1915

220 Bush St., San Francisco, CA. 94104. (415) 391-5422
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ploye occupational accidents cost
his employer $16.8 million in
1974, he said, or $67,251 per
workday. He reviewed for his
audience a breakdown of direct
and indirect costs incurred in
1974 from work accidents.

For each division of Swift, Mr.
Thomas broke down costs into

categories of claims, incurred
losses which included expense
adjustment and insurer's admin-
istrative cost, average cost per
claim, manhours exposure, cost
per manhour, number of employes
in accidents, cost per employe
and total cost (incurred and in-
direct).

For example, the fresh meats
division of Swift had the highest
number of indemnity claims of
any of the six divisions (679) and
the highest number of medical
only claims (1,775). In dollars,
indemnity claims for the fresh
meats operations totalled $1.6
million, and medical only claims
were $116,673. Cost per employe
of workplace accidents is calcu-
lated as four times the total di-

rect cost incurred, of $6.9 million
for the fresh meats division, with
total cost, incurred and indirect,
at $8.6 million for that division
alone, which accounted for over
half of total company accidents.

Mr. Thomas pointed out that
indirect costs-"hidden costs,
costs not covered by workers'
compensation insurance"-for the
whole company totalled $16, 312,-
735 for Swift & Co. in 1974. "A
lot of dollars that can be con-

trolled." he declared.
Telling the story in this fashion

with dollars and cents losses "gets
management's attention," said Mr.
Thomas.

Employes iniured
Government safety experts in

London were called in to probe
the cause of poison fumes which
hit six employes at a metal re-
claiming plant in Tern Hill, West
Midlands, so badly that they had
to go to hospital for emergency
kidney-failure treatment.
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Sees first aid

training as top
safety tool

CHICAGO-First aid training,
besides being required by the Oc-
cupational Safety and Health Act,
"is an excellent tool in accident

prevention," believes Edward E.
Kelly, senior safety engineer for
Inland Steel Co.'s Indiana Har-
bor Works.

'To many, first aid training
seemed somewhat negative. That
is, it showed us what to do after
an employe was injured. Efforts
to prevent the accident seemed to
get lost somewhere," Mr. Kelly
told his audience at a session of

the National Safety Congress.
But Inland Steel has had a

successful first aid training pro-
gram for years, he said. "It was

not instituted because of any re-
quirement," but because it made
good sense, he said.

In all training, references are
made to the unsafe acts or condi-

tions that caused the injury be-
ing treated in the clasroom, Mr.
Kelly said. "Thus, lessons in safe-
ty are constantly used in relation
to the first aid training," he be-
lieves. The program is also a
"fine asset" in regard to off-the-

OSHA regulations specify: "First
aid supplies shall be readily avail-
able." This welder uses an anes-

thetic spray on a burn prior to
seeking medical aid.
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job safety programs, he added.
He cautioned safety managers

attending the session that Sub-
part K of OSHA, which requires
first aid training programs, has
resulted in citations being issued
for failure to comply.

"Whether you think you are in
compliance with Subpart K or not,
read the OSHAct and check with

your insurance carrier, safety
consultant or the U.S. Depart-
ment of Labor to find out." •

Vernol Fort Yosemite National Pork

Growth from a one-room office to a position of
prominence among leading nationwide writers of

specialty insurance is no small accomplishment in a
single decade of existence. Yet this is the story of

' Yosemite/Great Falls, who attribute much of their
success to the carefully-chosen general agents and

 surplus line brokers who represent them in most states
coast-to-coast. For information on the companies'
many and diverse offrings, consult your nearest

Y/'GF general agent.
Ifyou would like a set of: 1"x14" wil/photos of Yosemite

National Park by famed photcgrepher Ansel Adams,
write Stuart Squair, ,/P·Marketing, at the home office.



Crisisin product liability field pushes producer must be able by records

a retrofit basis," he urged.

Furthermore, he added, the

to locate the older machines and

producerstobrinkof disaster: Insurer tion advice or equipment.
then prove he offered modifica-

CHICAGO-There is a crisis in

the product safety field, even
more serious than the much-pub-

licized medical malpractice dilem-
ma, declared George J. Keller,
manager of product services at
Employers Insurance of Wausau,
in a speech at the National Safe-
ty Congress.

"Many manufacturers are being
pushed to the brink of disaster by
product liability suits that seri-

ously j eopardize their very ex-
istence," Mr. Kellei said. "They

are faced with rising costs of
product liability insurance, and
in some industries which produce
inherently hazardous products,
the possibility exists that their
product liability insurance cannot

Firms chided

for laxity on
plant safety

CHICAGO-An official of the

National Fire Protection Assn.

(NFPA) chided some companies
for inadequate work safety and
firesafety controls in their facili-

ties. At the same time, he called
on management to quit taking a
"calculated risk or chance of hav-

ing a large costly fire or a visit
by a regulatory body with a pos-
sible citation" before implement-
ing tough fire protection and
safety rules.

"Management must recognize

that fire protection is their re-
sponsibility and that qualified and
competent people must be as-
signed to fire protection fire pre-
vention and to complying the fed-
eral, state and local fire laws and
the safety of all occupants" of a
plant, said Robert C. Davis, chair-
man of the NFPA's industrial fire

protection section, speaking at the
National Safety Congress.

A person only needs to review

the citations in the OSHA publi-
cation of the Bureau of National

Affairs to conclude that there are

organizations, particularly in in-
dustry, which are "deficient" in
many areas, said Mr. Davis. He
said he regrets that "we have not
succeeded to date in clearly com-
municating to management the
seriousness of the problem" of in-

creasing government control in
the field of safety.

The only solution to the prob-
lem of broad government regula-
tion is "to take another look at

our plants and decide what we
can do now and in the future to

provide the protection necessary
for both life safety and property
protection," according to Mr.
Davis. •

Rate problems delay

ISO package policy
NEW YORK-Insufficient pre-

miums, notably for crime cover-
ages, resulted in the Insurance
Services Office (ISO) postpone-
ment of the effective date for its

new businessowners package po-
licy for small and medium size
companies, according to ISO presi-
dent Daniel J. MeNamara.

The use of an average rate for
crime coverages included in the
special form of the businessowners
policy would produce an insuf-
ficient premium for small policies
when compared with the corres-

ponding premiums for either single
line crime policies or crime cov-
erage under the special multi-

peril policy, the ISO said.

be underwritten at any cost."
Mr. Keller expressed dismay

that part of the problem is juries
which feel they must "give"
something. But he partially ex-

cused these juries which "are not
prone to weigh facts" by noting
that in technical product liability
cases, juries often cannot be ex-

pected to make sound judgments.
"They are completely befuddled
by technical terms expounded by
technical experts who are not
capable of reducing their font of
knowledge to everyday lay lan-
guage."

The basic approach of every
manufacturer must be that it is
a virtual certainty that there will
be an occurrence, somewhere,

sometime that will result in a

lawsuit against the producer, Mr.
Keller believes. He declared:

"We must develop product safety

control programs that will mini-
mize the chance of an occurrence

that will result in a suit."

Products in use in the market-

place for longer periods of time,
which give rise to lawsuits, and
claims, could previously be de-
fended in court by establishing
that they were manufactured ac-
cording to the state of the art at
the time of producion. "The
courts have virtually ruled out
this defense," said Mr. Keller.
"It is therefore necessary for the
manufacturer to seek out this old

equipment and offer to furnish
guards or other safety devices on

He called for legislative relief

in this area of product liability
for older products, setting some
limit of liability from the date of
original delivery.

The greatest defensive thrust
by manufacturers, however, must
be directed towards products be-
ing produced today, said Mr.
Keller. He suggested these con-
trols:

• If registration or certifica-
tion is available from outside

agencies, has it been obtained for
the finished product?
• Does the product conform to

all existing standards?
• Are all new products tested

prior to marketing?
• Is an effective quality as-

surance program in existence?
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Does it encompass raw materials?
The various steps in the process?
The end product?
• Is there a final inspection of

the product? Random sample?
Complete sample?
• Does labeling and worning

conform to known standards and

regulations? (Mr. Keller eau-
tioned that proper labeling and
warning is subject to legal inter-
pretation.)
• Are instructions for han-

dling the product clear and con-
cise, and aimed at the intelluctual
level of the ultimate user?

• Are sales and promotional
literature closely edited to elim-
inate puffery and unrealistic

claims of performance?
• Is there provision for feed-

back on claims?
• Is there adequate record

keeping? Can the product be

identified from inception to con-
sumption by batch or serial num-

ber, consumer, retailer, whole-
saler, etc.? •
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extraordinary
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Names EBI to create

loss control program
SAN FRANCISCO--American

Building Maintenance Industries
named EBI Companies to create
a national loss control program
covering liability and workers'
compensation.

William Petree, risk manager
for the company, explained to
Business Insurance that EBI's ma-

jor job will be to write a loss con-
trol manual aimed at reducing
both frequency and severity of

JAMES R. GLAZE & ASSOCIATES

SAFETY CONSULTANTS

CSP Route One

Mahomet, ill. 61853

217/586-2879

accidents.

He indicated that this is no

small goal given the business that
his company is in: Service con-
tracting for janitorial work, sup-

plying security guards and exter-
mination services.

Douglas H. Helm, executive vp

at EBI, will actually write the
manual, Mr. Petree said. "We will
then edit it and install the pro-
gram with EBI's aid," he observed.

Three million fires in

the U.S. last year-
thats one fire every 9 seconds.

Business and property own-
ers suffered a two billion dollar
loss. Will you be next? Lost ir-
replaceable records or facilities
can put you out of business for
good. Lost time off the market
delivers your business to your
competitor.

A Burns Central Alarm Sta-
tion is always turned on, pro-
tecting your business around
the clock. Detection devices in-
stalled on your premises con-
nect to a Burns Central Station

where trained personnel moni-
tor incoming alarm signals 24
hours a day. Heat, smoke or
sprinkler activation is immedi-
ately, and automatically sig-
naled to the station and Burns

operators swiftly dispatch help.
Central Station fire alarms

are just one of Burns electronic
security systems. Others in-
clude outdoor perimeter detec-
tion and building intrusion
devices, access control sys-
tems, hold-up alarms, safe or
vault protection, and remote
Wirveillnnrp RvRtern=

It will also be EBI's assign-
ment to set up safety meetings

with the 16,000 employes of
American Building Maintenance
Industries, continued the risk
manager. The employes are seat-
tered all over the nation.

"The meetings will take up

A Burns Central Alarm
might have prevented

this disaster.
.

For more information, please
mail the coupon.

Mr. Ashley W. Burner
Burns International

Security Services, Inc.
320 Old Briarcliff Road

Briarcliff Manor, N.Y. 10510

minl
Please send me full infor-

mation on Burns Central

Station security services
( ); other electronic serv-

ices( 1 BY
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such topics as accident preven-
tion, accident review boards and
how to funnel information to

management," he said.
Mr. Petree explained that his

corporation is organized into 24
profit centers, each of which is
responsible for its own insurance

program.
Thus he's confidant that the

bait of better experience should

act as strong persuasion for the
24 centers to study the safety

manual and to take its message
to heart

The reason why EBI Compa-
nies was selected for the job, he

added, "is the terrific job that
they, as our workers' compensa-
tion underwriter, did for us in
Oregon." i

Advise flood cover

Pennsylvania Insurance Com-
missioner William J. Sheppard

advised property owners in flood-
prone communities to make ar-
rangements for flood insurance if
they have not already done so. He
warned that it takes 15 days for
a new flood policy to take effect.
Only 683 national flood insurance
policies were in force when the
state experienced extensive flood-
ing in 1972, Mr. Sheppard said.

Truck door monitor to

prevent cargo pilferage
NEW YORK-A new security

device to monitor the opening and
closing of cargo truck doors has
recently been introduced by Com-
puta Seal Systems Inc.

The device, called Automatic
Door Activity Monitor (ADAM),
is to be used as "an aid in cur-

tailing the losses shippers incur

due to pilferage, collusion and
driver inefficiencies," according
to the company.

ADAM is currently being field
tested by four major companies,
including a large retail depart-
ment store chain and a toy whole-
saler.

Porta Systems and Intelli-
gence Services Inc. had been de-
veloping the unit for several
years.

The Abraham & Straus depart-
ment store chain, a division of
Federated Department Stores, has
already purchased ADAM to be
used on contract trucks during
transfer operations.

The system can be leased for
$40 per month per truck, or

D

M

An optional alarm unit is avail-
able with the unit.

Advantages obtained by using
this system, as cited by the man-
facturer are:

• accurate data is available for

time studies.

• performance can be rated-
time spent loading, driving, un-

loading.
• use of equipment evaluation.
• overtime requirements can be
more easily evaluated.
• realistic scheduling is facilita-
ted.

• allows for after-the-fact loss

investigation. m

.

.

bought for prices ranging from

$1,000 to $1,500, depending on the
optional items in the system.

ADAM is a small metal box

installed on the interior wall and

door of a truck. The device works

by recording a seal number on
tape each time the truck door is
opened or closed. This number al-
so includes the time and date of

the opening.
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Aetna agents
protest lower
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Meat cutters focus on occupational hazards
training film for the retail meat is productivity and profits," of

of safety within the meat-cutting

industry, produced by Local 342 the importance of safety.
industry, since the agency re-

in conjunction with the Depart- The lack of a "formal structure
mains so under-staffed and un-

ment of Labor. for supervisors to report to man-
der-funded.

"Safety contributes to efficien- agement" hinders further empha-
cy and productivity," said Nick- sis of safety practices, he added.
olas Abondolo, president of the To alleviate future problems,

Mr. Abondola would like to con-

{SAFETY/ SECURITYi Z 25rdeengonereeondeBnlicer
REPORT ) construction of meat cutting de-

partments.

NEW YORK-The discovery of
yet another health threat associ-
ated with the use of polyvinyl
chloride (PVC) has prompted one
safety-conscious union local to
demand alterations of workplace
equipment by yearend.

Local 342 of the Amalgamated
Meat Cutters/Retail Store Em-
ployes Union found that the plas-
tic wrap used to package meat
produces potentially harmful
fumes when it is cut with a hot
wire wrapping machine.

The machine burns the plastic
fronn the roll rather than cutting
it with a serrated edge. The union
claims it has "received numerous
complaints from members which
indicate that the outbreak of res-
piratory illnesses may be attrib-
uted to the inhalation of PVC
fumes."

Harvard University is now un-
dertaking an in-depth study to
determine the precise effects of
this process, but the study may
take as long as five years.

Until this time, however, the
union local is pushing for instal-
lation of new equipment while
the health hazard remains a pos-
sibility. Such new equipment
would call for use of a lower
temperature rod or a regular cut-
ting edge.

Attempts to reduce the hazards
members face have long been a
tradition for Local 342.

The union local was recently
presented with a certificate of
recognition from OSHA for its
efforts in this area at the fourth
annual Safety and Health Con-
ference of the Joint Union-Indus-
trial Safety Committee of the
Amalgamated Meat Cutters/Re-
tail Food Store Employes, Local
342.

The conference featured the
presentation of the first safety

commissions
HARTFORD-A unilateral

commission reduction that Aetna
Life & Casualty Co. made effec-
tive in September is now the tar-
get of a nationwide protest by a
New Jersey group called the
Committee of Concerned Aetna
Agents (CCAA).

The CCAA is calling for a series
of meetings in every state to pro-
test that Aetna's move no longer
permits agents to negotiate for a
commission different from that
granted to other agents, despite
the degree of professionalism on a
given job.

For most commercial lines of
insurance as well as personal
lines, the commission reductions
amount to about 20%. However,
such commercial lines as aviation,
marine, surety, and a number of
multi-peril packages are not in-
volved in the changes.

The reductions resulted when
Aetna stopped using two differ-
ent schedules for commission

rates, and switched instead to a
single schedule that it says is mid-
way between the previous rates.

It commented that in the case
of individual large commercial ac-
counts brokered by big firms like
Marsh & McLennan, for instance,
commission negotiations would
continue. On large accounts, the
negotiated commission is typical-
ly lower than the posted rates.

What the CCAA is objecting to
is that it will no longer be able to
negotiate upward from posted
rates. m

local, in a speech at the confer-
ence. He stressed that a "joint
educational program" between
labor and management will help
to reduc einjuries.

Mr. Abondola believes that

there exists "a firm commitment
by management in this industry
to eliminate injuries." However,
he also feels that there is often a
problem "convincing middleline
management, whose only concern

"When a new store is built, we
want input into how it's built," he
said.

The major injuries union

members face are back injuries
and knife cuts. The use of metal
mesh gloves and aprons are safety
aids developed recently to pre-
vent possible wounds from sharp
edges.

Safety training classes are en-

couraged to teach workers how
to protect themselves and keep
their work areas safe. Preventive
maintenance is stressed.

Local 342 has been engaged in
safety-related activities for the
past six or seven years, according
to Mr. Abondola. They attempted
to set up safety regulations ap-
proximately one and a half years
before the Occupational Safety
and Health Administration
(OSHA) was created, he said.

"OSHA didn't really do any-
thing for us, except give us a
place to hang our hat," Mr. Abon-
dola said. He explained that now
the union local can use OSHA's
power to fine violators as a back-
up to their progrann.

Union members remain skepti-
cal about OSHA's effectiveness
and the federal government's in-
tent to seriously tackle the issue

"A lot could be said in criticism
of that particular agency," Mr.
Abondola said in his speech,
while acknowledging OSHA's
limitations.

It is for this reason that the role
of the local's safety committee re-
mains important. The cornmittee
undertakes its own research pro-
jects to determine the effects of
v arious elements upon its mem-
bers.

Projects the committee will be
studying include the effects of
noise on the worker in a meat-
cutting department, and the ef-
fects of cold in refrigerated areas.
Proper lighting and ventilation
standards are also to be studied. •

Howalittle-known side of Marsh G Mc Lennan
cansaveyou alotofmanagement headaches.

/h

By analyzing every aspect of your
risk situation. From compliance
with the growing body of govern-
ment regulations...to implementing
and managing captive insurance
companies. Which one-or more-
of theseorganizationscan helpyour
company?

MGM Protection Consultants.
Property and earnings loss preven-
tion, public liability loss control,
compliance with OSHA regulations,
security, emergency evacuation,
evaluation of employee accident
control programs, industrial haz-

ards, product safety, auto fleet
safety, employee safety.

Clayton Environmental Consult-
ants. Evaluation and control of en-
vironmental problems, industrial
hygieneand air pollution, analytical
laboratory, compliance with EPA
regulations.

Nuclear insurance Consultants.
Site and risk evaluation, radiation
safety/loss control procedures, con-
tract review, schedule and condud
on-going inspections, recommend
and obtain appropriate nuclear in-
surance, coordinate with Nuclear

Regulatory Commission
Risk Management Consultants.
Practical application of financial
and quantitative methods for risk
management decisions, analysis
and development of captive in-
surance company approaches,
library research and information
services.

Marsh G McLennan (Bermuda)
Ltd. Implementation of captive in-
surance companies and manage-
ment of daily operations.
For more information, call us at
(212) 997-5919.

Wecanhelpyou
solve problems
before they
become problems.

Marsh&
MCLennan
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Lloyd' s has files on 270 suits against auditors
CHICAGO-There are roughly

270 lawsuits currently open at
Lloyd's of London against ac-
countants, an e*ecutive of one of
the Big 8 audi:ing firms disclosed
in a speech to the Financial Ex-
ecutives Institute here.

8-)5

Y4,.,

Philip L. Defliese, managing
partner of Coopers & Lybrand and
chairman of the board of the
American Institute of Certified

Public Accountants (AICPA),
told Business Insurance he be-
lieves most of those 270 suits are

PRACTICAL RISK MANAGEMENT

A monthly permanent reference for the
professional or part-time risk manager

DEPTH-BREVITY-PRACTICALITY

First year $75 For subscription or
( incl. binder descriptive brochure write to:
& all topics Practical Risk Management
to date) Box 3998 B

San Francisco, CA 94119

Written & Pubtished by
Wasren, M:Veigh, Griff'n & Huntington

Risk Management Consultants

the "nuisance type." He doubts
that a large percentage of thern
are being reserved by Lloyd's for
probable losses.

"This number includes all suits

in which accountants are named

as defendants" in shareholder or

class actions, Mr. Defliese noted.
Mr. Defliese said he doesn't be-

lieve the insurance markets for

accountants' errors and omissions

coverage have tightened in recent
months because of suits being
filed, at least in his firm's in-
stance.

He noted, too, that the prob-
lem for auditors is one of dealing
with the public's expectations of
auditors, a topic currently under
discussion by the AICPA's spe-
cial audit commission. That body
is trying to define more clearly
auditors' responsibilities.

The potential liabilities of audi-

YEAR AFTER YEAR

=3 6 6.

First State is the largest and oldest domestic com-
f

pany formed to write Surplus Lines, Special-Pur- L»
pose and Reinsurance Business.

And through the years we've created problem-solv- 
ing insurance and reinsurance programs for busi- 
nesses of every description - including over 500 

of the world's major corporations. We've also pro- 1
vided them with continuity. Many have been clients
since our beginning - many, many more f6r over
twenty years.

First State ... we're here now and shall be here in V

the future... call us, we're ready to listen, ready to
create and assist in areas of common interest to

agents, brokers and their insureds.
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tors have expanded, or appear to
be expanding to a point where
accounting firms hardly know
how to manage the risks. Peat
Marwick Mitchell & Co.'s senior

partner Walter E. Hanson said in
the latest issue of the firm's in-

ternal publication that ' the bal-
looning legal liability of auditors
is one of the major problems the
profession faces.

.There has to be some limita-

lion or the profession is in real
trouble," Mr. Hanson stated. "This
is not to say that any of us feels
we should have carte blanche. Ob-

viously, if we make a mistake we
should pay for it. But there has
to be some relationship between
the fee involved, the magnitude
of the engagement, and the lia-
bility," he went on to say.

Mr. Hanson noted that some

accountants don't want to take

on added responsibility for fear
of liability, but he doesn't feel this
way personally. "I feel we should
expand our professional respon-
sibility and try to make people
understand what we do," he said,
"and I am convinced that when

this occurs auditors' liability will
be reduced."

"Accounting firms find them-
selves in a position where they
may have received a fee of $3,000
and $300 million worth of (lia-
bility) exposure," Mr. Hanson
commented. He suggested that one
way to correct the problem would
be to put some restriction on class

action suits, not to stop people
from suing if they're damaged,
but to encourage responsibility
on their side. The British system
of forcing the loser in a lawsuit
to pay the expenses of both par-
ties' defense costs "cut(s) down
on the totally frivolous suits," he
believes. •

Auto rate hike

Liability and physical damage
rates for Rhode Island commercial

vehicles will be increased 10%,
effective October 29. The overall

rate hike was approved by insur-
ance commissioner Peter F. Mul-

laney, following a July hearing
on commercial auto rates. The

Insurance Services Office had

sought a 13% hike.
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Reinsurer formed by
Signal/Imperial staff
assists old employer

LOS ANGELES-Interconti-

nental Re Inc., a new reinsurance
management company formed by

the reinsurance staff at Signal
and Imperial Insurance Cos., ex-
pects to write about $17.5 million
in business in 1976, according to
Wolfgang D. Daniel, president.

Mr. Daniel, a former vp of re-
insurance at Signal/Imperial,
told Business InsuTance that In-

tercontinental Re (ICR) boasts a
nucleus of three reinsurance com-

panies for which it performs re-
insurance management.

He said ICR is supported by
these reinsurers for which it has

been given underwriting author-
ity. At the same time, he pointed
out that ICR "has been given the
opportunity by Signal/Imperial
to underwrite as of January 1,
1976, all of their continuous rein-
surance contracts with the anni-

Insurer plans
court fight on
conservator

LOS ANGELES-Signal and
Imperial Insurance Cos., placed
under conservatorship by the Cal-

ifornia insurance department, will
fight that action in Los Angeles
Superior Court, Larry B. Harvey,
senior vp for the companies, told
Business Insurance.

The law firm of Paul, Hastings,
Janofsky & Walker will be a
partner in contesting the conser-
vatorship in court, he said. "In
addition, we intend to challenge
the statutes regarding insurance
company reserves," Mr. Harvey
pointed out.

Maintaining that Signal/Imper-
ial is not in "hazardous condition"

as the insurance department con-

tends and that, in fact, it is not
losing money on malpractice in-
surance, Mr. Harvey said his
companies' future is brightened
by a new trend that sees jury
awards in malpractice cases de-
creasing.

Wesley J. Kinder, state insur-
ance commissioner, meanwhile,
said that a financial contribution

will probably be necessary to end
the conservatorship. He indicated
that he intends to run the com-

panies until something of that
nature Occurs.

As for the 4,000 to 5,000 doc-
tors who have malpractice insur-
ance through the companies now
in conservatorship, Commissioner
Kinder said that it is the depart-
ment's present decision to carry
the doctors through the duration
of their policies. Yet he made it
clear that if he has "to pull the
plug"-cancel all the malpractice

policies at once--he will do so. •

Airline buys GAB
United Airlines reached tenta-

tive agreement to purchase GAB
Business Services, parent compa-

ny of the General Adjustment
Bureau. A spokesman for United

said the increased growth poten-
tial GAB has experienced in re-

cent years was a siginificant fac-
tor in the acquisition. When stock
insurance connpanies divested

themselves of their interest in

GAB, the bureau was able to
more agressively solicit the self-
insurance and mutual insurance

company markets, the airline's
spokesman said.

versary date on or after January
1, 1976, and to write the new and
renewal business that otherwise

might have been offered to those
companies."

He added that Signal/Imperial
requested and ICR agreed to help
those companies in their endeav-
ors to run off their in-force rein-
surance business as consultants

on a case-by-case basis.

A citizen of West Germany who
was employed in the reinsurance
industry in that nation before
coming to the United States, Mr.
Daniel said that ICR intends to

pursue the overseas reinsurance
market aggressively.

Indeed, he estimated that of
the $17.5 million which ICR will
write next year that $7.5 million
to $10 million will be derived
from business abroad.

"We travel abroad extensively,"

he observed, referring to his firm's
18-nnennber staff.

Two major West German rein-
surance companies are being
looked at by ICR with the idea
that they operate in the United
States for the firm.

There is a major problem with
this idea, he said. It is that many
states have regulations covering
primary insurers which by impli-
cation extend to reinsurers. And

a number of these state regula-
tions specify that insurers be
based in the United States.

One reason why he is eager to
capture overseas business, said
Mr. Daniels, is that he believes
that success in reinsurance is di-

rectly related to spread of risk.
The $17.5 million which Mr.

Daniel anticipates his firm will
write next year is something of
a drop from the $28 million which
he said the Signal/Imperial rein-
surance department wrote.

Mr. Daniel went on to emphat-
ically deny a previous report in
Business Insrance that Signal/

Imperial had attempted unsuc-
cessfully to sell its in-force rein-
surance business (BI, Sept. 22).

He said the business was too

good for his former employer to
sell.
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Nev ertheless, knowledgeable second time by this magazine,
sources in the Southern Californ- cor-tinued to affirm the validity
ia insurance industry, contacted a of the report. •

We are careful
about thelnsu rance
Com panies that meet our
branding requi rements.

J.H. Blades&Co.,Inc.
P.O.Box 22003 · Houston 77027 · (713) 526-6551.
P.O.Box 17187 · San Antonio 78217 · (512) 826-2378

To reach ustoll free, simplyask your local cperator in the following citiesto
call the number listed for your city.

· New Orleans: Enterprise 7021 · Los Angeles: Zenith 9-0216
· Dallas, Austin or Corpus Christi: Enterprise 70216

We have over 13ways
to make money for you

Sure-when you get those
special surplus/excess
accounts that are high risk,
complex, and hard to place,
call us.

We're innovative, flexible,

and our capacity hasn't been
stretched yet.

But considen We want to

write as much of your every-
day insurance as we can, be-

cause this deepens our capacity
to help you on the special
risks. Help us to help you.

With over 65 years' ex-
perience, we understand
your needs and problems.
And we have the responsive-
ness and professionalism to
help you solve them.

Call. Our full facility is at
your service when you do.

klIr
Sayre 82 16so, Inc.
SPECIAL RISK UNDERWRITERS FOROVER 65 YEARS

rl-1 MEMBER. MISSION EQUITIES CORPORATION

Headquarters: Los Angeles. Offices: San Francisco, New York, Seattle, Portland, San Diego, Denver, Houston, Atlanta, Pl-oenix, New Orleans.
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Collisions are culprit in marine field
TOKYO-The chief cause of

heavy marine losses continues to
be collisions, said the Ameridan
Institute of Marine Underwriters

(AIUM) in its hull insurance re-
port to the International Union of
Marine Insurance.

Claims experience for 1974
showed a rise of 12.5% in the
number of major casualties from
1973. These are casualties exceed-

ing $300,000. There was a 28% in-
crease in the dollar amounts of

such casualties, boosting them to

$35.4 million for the year.
Only seven collision casualties

caused a whopping $11.4 million
in losses, the AIMU told the inter-
national group. Next in cause of
loss was stranding, with five cases
amounting to $9.8 million in losses.

IWEST solves the mystery
of market access.

2*% -·• 
'. ,/1#*4

- 'Ill/'

Frustration amid tighten- ,/
ing access routes to spe- :" _,
cialty markets plagues A:'· :*

4+-14.

producers still searching 111, '5
for solutions in yester- ff.'.-
day's marketplace.
. Since you know that = ./ - Fl...r. --

the only permanent insur- .2 5-dr. :.1
ance market is a chang- Pe M 144 '

·

ing one, you stay in & ,-.'7

touch with underwriters 4*5'#*/".'...
who know all about 46*A{(i ,-5'
new market access.,/i (*9 45*: r;

After all, busi- '»*¢# .
ness depends on ]"Z**
giving clients the protection
they need as soon as they
need it. You know that and so do

we: IWEST Insurance Managers.

Stockton, CA
(209) 948-0555

IWEST is under-

"Y-' writing with the right
44.- new market relation-

»j  d'>. ships.We specialize in ex-
b;' Y.4 cess, umbrellas, special

-- . T#9 risks, tough liability,
aviation, surplus lines,

+6 4< products liability, DIC/li-
ability for public entities,

44115 . and property. We do it
3 quickly and efficiently.

And it's no mysterythat we
do it all for you. Our access plus

a healthy respect for you and your
insured merit your calling us soon.

A brochure detailing IWEST is
available. Write: IWEST, Attn:
James Bradley, RO. Box 1651,
Stockton, CA 95201.

Portland, OR
(503) 292-8828

Encino, CA
(213) 990-8400

*West Insurance Managers

Palo Alto, CA
(415) 329-8020

Seattle, WA
(206) 363-9893

One collision and two strandings,
all involving jumbo tankers,
caused constructive total losses

and one settlement on an unre-

paired damage basis. These losses
were in a range of $3 million to
$3.8 million each.

Ship repair costs rose more than

13 % on the east coast in 1974,
said the report, using data from a
salvage association. Gulf coast costs
were up over 14%, while west
coast costs rose 18.5%. Near the

Great Lakes, repair costs rose most,
nearly double the east coast rise,
with a recorded price increase of
over 26%.

Since 1968, repair cost increases
have ranged from over 187% for
major East Coast ports to nearly
241 % for the Great Lakes.

Opportunities for acquiring and
maintaining a sufficiently broad
premiurn base are shrinking, at
the same time exposures are rising,
the AIMU fears. The premium

shrinkage was attributed to de-
pressed shipping conditions and
reduced values, producing layups,

premature scrappings and deferred
building plans.

"Proliferation of high deducti-
bles and various kinds of self-

insurance progranns further aggra-
vate the premium picture," the
AIMU said.

Most shipping accidents occur
near land, and are caused by hu-
man failure in these concentrated

areas of space and time. Various
systems established to alleviate
congestion and lower the risk of

human error have been helpful in
lowering losses, the ship itself and
the man on the bridge are seen as
the keys to the problem. "Making
shipboard life more attractive will
not only help solve the manning

problem, per se, but should also
have a salutory effect on the
incidence of human failure," the
AIMU report stated. •

Social Security benefit
takes rising tax load

NEW YORK-A current young
new participant in the Social Se-
curity system pays for about 70%
to 75 % of his/her benefit projec-
tion with just the employe tax.

This percentage will increase
over future years to about 90 %,
according to William M. Mercer
Co., a division of Marsh & Mc-
Lennan Inc.

In a Mercer Bulletin on Social

Security and the private pension
system, the division noted that the
balance of the combined employe-
employer contribution goes to cov-
er prior generations, for whom
contributions were far less than

adequate.

Since the Social Security Act
was signed into law in 1935, min-
imum monthly benefits have gone
from $10 .to $180 after 30 years of
coverage. The basic minimum is
$101.

Similarly, in 1935, the employe
contribution rate, equal to the em-
ployer contribution, was a maxi-
mum of $30, or 1 % to a base of
$3,000.

In 1975, that had increased to a
rate of 5.85 % to a base of $14,100,
for a maximum amount of $825.

From the beginning of 1970 to

the middle of 1975, benefits have
increased 82 %, exceeding the in-
creases in the Consumer Price In-

dex and in wages over this period.
The bulletin noted that com-

pared with the private pension
system, Social Security's equality
of the employe and employer con-
tributions, the cessation of contri-
butions at a specified earnings lev-

el, and the programmed upward
progression of future contribution
rates are most unusual.

In contrast to the 40 year old
Social Security system which is

complex, largely unfunded and has
wide coverage of the working pop-
ulation, the private system, which
is about 30 years old, is generally

not very complex, is reasonably
well funded, and able to recog-
nize regional and industrial dif-
ferences. Less than 50% of Social

Security pensioners also receive
private pensions, according to the
bulletin.

It urged that both systems be
kept in effect to complement one

another, and attacked proponents
of a "single system" proposal who
would like to merge Social Se-
curity with the private pension
sector. •

erican ance

Treaty and Facultative Reinsurance A
One Liberty Plaza, 91 Liberty Street, New York, New York 10006. Telephone: (212) 766-6700

150 South Wacker Drive 44 Montgomery Street 2001 Bryan Tower 100 Constitution Plaza 3435 Wilshire Boulevard Commerce Court East

Chicago, Illinois 60606 San Francisco, California 94104 Dallas, Texas 75201 Hartford, Connecticut 06103 Los Angeles, California 90010 Toronto, Ontario MSL 1 89 Canada
Telephone: (312) 263-4085 Telephone: (415) 981-2950 Telephone: (214) 747-7565 Telephone: (203) 249-5217 Telephone: (213) 385-7261 Telephone: (416)366-1644



Japan pool writes casualty cover
for nuclear ship which had a leak

TOKYO-Liability insurance
for the operators of the Japanese
nuclear ship Mutsu, which de-
veloped a radioactive leak on
trials out at sea last year, has
been underwritten by the Japan
Atomic Energy Insurance Pool.

The limit of liability covered

is Yen 6 billion, equal to $20 mil-
lion U.S. dollars, on this pioneer
effort in marine commerce.

This was announced at the

Tokyo conference of the Interna-
tional Union of Marine Insur-

ance, where a forrnal report on
the insurance significance of the
incident was presented to mem-
bers. The report was delivered by
Roger Bradley of Lloyd's, who is
the I.U.M.I. nuclear observer. It

pointed out that the Mutsu sailed
Aug. 26, 1974, to carry out trials
off the Japanese coastline despite
protests by local fishermen.

Drake formed

to underwrite

comml. risks
NEW YORK-Some medium

and large commercial accounts
have already been picked up by
Drake Insurance Co. of New

York, which began business here
October 1, the company says.

The Drake, a newly acquired
affiliate of the Howden Swann

Group, was formerly licensed as
Seaboard Fire & Marine Insur-

ance Co. of New York, a member
of the Continental Insurance

Group.

It was purchased by Howden
Swann for reorganization at a
cost of $5.5 million, including $1.5
million above assets for the char-

ter and the company's country-
side licenses.

Bernard J. Daenzer, CPCU, di-
rector and president of the new-
ly-reorganized insurer, said Drake
will handle only commercial ac-
counts. It will offer an expanded
admitted market for property,
marine and liability insurance,
plus occasional special filings. •

our

In Philadelphia Are

Dick Knight, John Philbrick,
Charles Achuff

H. C. KNIGHT & COMPANY

320 Walnut Street 923-5440

SEE OUR AD ON PAGE 10

While 800 kilometres off Hon-

shu radioactive leaks developed,
and this encouraged the fisher-
men to resist even more strongly
her return to port. The ship had
to be left drifting until the Jap-
anese government reached agree-
ment with the fishermen in Oc-

tober, 1974.

The conditions imposed by the
fishermen included relocation of

the Mutsu's home port facilities

to a new site, and a ban on re-
moving any of its nuclear fuel
rods while the vessel was in port.
The vessel has been berthed ever

since this incident.

Mr. Bradley added: "A new

home port has not yet been de-
cided because of the obvious prob-

lems involved, and under these
circumstances it is imposible to
foretell its future, but I hope it
will not be the death knell of the

nuclear ship as such."
The radioactive leaks were ap-

parently due to the faulty design
of the first shield of the Mutsu's

nuclear reactor. Leakage at the
rate of 0.2 millirem per hour was
detected, and the experimenta-
tion at sea was at once cancelled.

The control rods have since been

dismantled.

Mr. Bradley stated that port
risks hull insurance was cancelled

and replaced by a navigation hull
policy from the date the vessel
left Mutsu Port in August last
year for sea trials.

The navigation hull policy was

for an insured value of Yen 4.2

billion, or U.S. $11.7 million, run-
ning until March 31, 1975, but
no nuclear damage was claimed

under this policy. The navigation
hull insurance was cancelled and

replaced by port risks insurance,
without cover for nuclear risks,

on Jan. 1, 1975. It ran until last
March 31, when it was renewed
for another 12 months.
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The Mutsu is still moored in its

home port with a crew of 33 on
board who are engaged on main-
tenance duties.

Mr. Bradley commented that at
the time of the incident he had

advised caution over "emotional-

ly charged" reports of the affair,
and had predicted that there
would be no claim on the policies
themselves. •

PRITCHARD & BAIRD, INC.
REINSURANCE

FACULTATIVE AND TREATY

299 MADISON AVE., MORRISTOWN, N.J. 07960

3580 WILSHIRE BLVD., LOS ANGELES, CA. 90010

CELEBRATE!
/'sel-e-brat/ vt,-brat-ing ( 1 celebratus, pp. of celebrare) vt 1: to celebrate the 25th
anniversary of the Risk and Insurance Management Society (RIMS) 2a: a festive oc-
casion 2b: to observe an historic occasion 3: to honor the risk management profes-
sion 4: commemoration 5: to offer a ipecial series of educational programs in notable
salute 6: e.g., as in the Silver Anniversary Meeting of RIMS, in Chicago, Illinois,
USA, November 20-21, 1975 syn see TRIUMPH-

Industry Sessions
Automotive

* *Printing, Publishing & Broadcasting
* Non-Profit and Hospitals
Food Processing
Construction

Banking
*Drugs and Chemicals
Leisure Products

Railroads & Railroad Supplies
Utilities

Steel

Insurance Company Risk Managers
Consumer Products

Retailers

Multi-Diversified

Trucking
Hotels

Restaurants

'closed sessions "closed Friday only '

Seminars

Exposures in Safety and Products Liability
To be presented in "case study" format, attendees
will be divided into small groups and will analyze
and propose solutions to a number of safety and
products liability situations. A panel of experts will
discuss and critique each group's solution.

I Thought You'd Never Ask
An open discussion between risk managers, a direct
carrier. a stock carrier, a medium sized agency, a
large sized agency, and a consultant on the role of
each, including the services provided corporate ac-
counts by the industry.

Creative Studies in the Artistry
of Risk Management
A participatory workshop consisting of a factual case
study of a Fortune 500 corporation. Separate groups
will develop and present solutions to posed situations
in the areas of casualty exposure, employee benefits,
ERISA, safety, finance, and the inter-relationship of
the risk management function and corporate goals.

Time Study Representatives of Time magazine will present an overview of the findings of a study on future trends
conducted of the RISM membership. (November 21)

Fundamentals of Insurance (November 17-November 19) A pre-conference program designed for those
with limited experience in the corporate risk management field.

University of Dallas Risk Management Institute Program "Frontiers of Risk Manage-
ment" November 17-November 20) An advanced pre-conference risk management program.
Chicago Chapter Dinner Marshall Ratner, President of the Professional Indemnity Agency will address an
expanded Chicago Chapter Dinner. (November 20)

FEES. $ 100 Total Registration; $20 Spouses' Registration; $20 Additional for Spouses' ticket for Silver Anniver-
sary Dinner Dance; $25 Silver Anniversary Dinner Dance Only. Separate registration required for Fundamentals
of Insurance Course and University of Dallas Program ( write for details) .

Hotel Accommodations

Rooms will be assigned in the Conrad Hilton Make checks payable to RIMS and send with this completed form to:
Rates are: - Singles (33.00) RIMS, 205 East 42nd St., New York, N.Y. 10017

Doubled (45.00) - Twins (45.00)
Please TYPE or PRINT all information requested. Return to RIMS with

Arrival Dme
Conference registration fee. (DO NOT INCLUDE HOTEL DEPOSIT).

Departure Date Room confirmation will be forwarded by hotel directly.

Please indicate which sessions or seminars

you will be attending.

0 Industry Sessions

o Special Seminars

Name

Name Pref. on Badge

Firm Name

Business Address

City

Telephnne

State/Prov. Zip

F.xt.



70/business insurance, October 20, 1975

dates for buyers PBGC
It would appear Mr. Bell is us-

issues letters ing the "cookbook approach" in
looking for clients.

Itobert B. Angle

Nov. 3-5: The National Insurance Conference, sponsored by the Ameri- report forms Greensboro, N C.

can Management Assn, will be held in New Orleans. It will be divided Continued from page 16

into two sections general insurance and employe benefits For further WASHINGTON-A revised and each deficiency It delineates the Maury Donnelly & Parr
information, contact John Devitt, group program manager, AMA, 135 combined package of reporting dollar cost of correcting the de-
W 50th St, New York, N.Y 10020 forms is being sent to officials of ficiency and it then outlines the To the editor' Your issue of

defined benefit pension plans cov- resulting loss expectancies in dol- July 28 is erroneous with respect
Nov. 3-7: A Basic Safety Management course will be held at INA er€d under the plan termination lars after compliance with recorn- to our firm, listed under Agent/

Corp 's International Safety Acadenly in Macon, Ga Designed for the insurance program of the Pension rnendations. Broker Profiles on page 74 Com-

newly appointed safety person or others who wish to learn the basics Benefit Guaranty Corp, (PBGC). Further, the engineers do not mercial business accounted for
of loss control, the course includes sessions on environmental health The new Forrn PBGC-1, a two know the deductible levels or how 69 % and 85 % of our business, re-
and OSHA. Tuition is $360 Write to the academy at 1021 Georgia page document, permits the plan the insurance program iS designed spectively, in the years 1973 and
Ave, Macon, Ga 31204, for more details. official to ( 1) pay the estimated This makes it a little difficult for 1974 rather than the 31 % and

Nov. 10-12: A seminar designed to provide bank executives with premium for a plan year begin- them to "orient around the msur- 15% shown
practical knowledge of risk management techniques will be held at the ning on or after September 1, ance aspects of fire protection". You also neglected to mention

Kellogg West Center for Continuing Education, California State Poly_ 1976, (2) reconcile the estimated The economics involved in loss our in-house claims and admin-
technic University, Pomona, Sponsored by the American Bankers Assn, premium previously paid with the prevention engineering are of par- istrative facilities for group in-
the seminar will cover bankers blanket bond coverage, D & 0, fidu_ actual premium due for a pnor amount importance to these engl- surance, which are unique in the
ciary, trust department E&O and safe deposit liability Telephone res- plan year, and (3) file PBGC's neers. Cost effectiveness is one of state of Maryland
ervations are recommended Contact Edgar W Armstrong, assistant di_ required annual report the primary considerations in spite Thomas D. R. Parr, CPCU

With the new package, all three of Mr. Bell's comments to the con- Executive vp, Maury Donnellyrector, insurance and protection division, American Bankers Assn,
1120 Connecticut Ave, N,'W Washington, D C 20036 (202) 467-4048 requirements can be met m one trary & Parr Inc, Baltimore, Md.

filing, or in separate fillngs
Nov. 10-14: The American Society for Industrial Security will hold

a comprehensive asset secunty course in Pacific Grove, Ca. The course The premium estimate is due
will feature concentrated instruction on principles, techniques, and ap- within 30 days after the beginning
plication of crime control and loss prevention Security vulnerability, of the plan year or, in the case of classified advertising
general security management, ethics, finance, investigations and ter- new plans, within 30 days after
rorism will be among the topics Cost is $435 for ASIS members and the effective date of the plan
$485 for non-members For further information, contact ASIS, 2000 The premium reconciliation is RATES AND CLOSING TIME· $2 75 per line, minimum charge $1375 Cash
K St., Suite 651, Washington, D C 20006 202/331-7887. due within two years and 30 days with order Figure all cap lines (manmum-two) 30 letters and spaces

Nov. 10-21: A comprehensive two-week workshop on fleet motor after the plan year begins • per hne; upper & lower case 40 per line Add two lines for box number
Rephes are forwarded daily Closing deadkne Copy in wntten form invehicle accidenf investigation techniques for representatives of fleet

transportation companies ls being offered by the Traffic Institute at Chicago office not later than noon, Monday, 7 days preceding publica-

Northwestern University The workshop will highhght How to conduct people tion date Publtshed every other Mondav Display classified takes card
rate of $2850 per column inch, and card discounts on size and fre-

an on-scene accident investigation; how to gather physical evidence
quency Mail ads to Business Insurance, classifted adverttsing dept,from the damaged vehicle and the roadway, and how to determine

The Finsure division of Finserv 740 N Rush St, Chicago, Illinois 60611.what part of the car played a key role in the accident Tuition lS $425,
whkh InCludes study and reference materials. Registrations are being Corp, a wholly-owned subsidi-

HELP WANTED HELP WANTED
handled by the Registrar, Traffic Institute, Northwestern University, ary of Studebaker-Worthington

405 Church St , Evanston, Il 60204 Inc, New York, named Peter Vis- INSURANCE ADJUSTOR

cardi, 27, director of administra- RETIRED EXECUTIVE for 3rd partly hability claims excluding

Nov. 14-19: The 21st Annual Educational Conference of the Interna- tion on Oct. 6. The Finsure divi- to manage small captive insuror, medical and auto Degree and experience required
and general liability Strong knowledge of re- Will also assist Corp Risk Mgr Growth

tional Foundation of Employe Benefit Plans will be held in Honolulu, sion handles the consolidated in- insurance, hability, underwriling, and claims position Ltr or resume to P 0 BOX 312,
Track record and references as Insurance Com

The three day conference will focus on two vital issues-ERISA and surance programs of Studebaker pany officer Less than full time effort required Edison, NJ 08817

the economy In all, the conference program will cover 35 different Worthington, a spokesman said Ideal Texas city, ample sports, recreational, edu-
cational, and cultural facilities Salary and ben-
efits open Send resume and salary requirementssubjects in 131 formal and informal sessions Only foundation mem- Mr Viscardi replaces Joseph R. to INSURANCE AGENCY

bers are eligible to attend, up to 6,000 delegates are expected, For more Delia. the former director of in- Box 84, BUSINESSINSURANCE

details, write to the IFEBP at P O Box 69, Brookfield, Wi 53005 740 Rush St , Chicago, ill 60611 VICE PRESIDENT-MARKETING
surance who is now risk manager
for the state of Pennsylvania An Equal Opportunity Employer
(Business Insurance, Aug 25). POSITION WANTED An established and successful insur

ance agency has created an opening for
Reporting to the division's execu-

SPANISH SPEAKING INSURANCE a skilled marketing executive Reporting
tive vp, Mr Viscardi is respon- GENERALIST to the president, the basic responsibility

sible for day-to-day admmistra- Age 40 with 20 yrs domestic & inter of this position will be to increase com-

1 tion of the property/casualty and national background seeks challenging mercial line customers through recogm-
position preferably Phila or east coast tion and penetration and personal con-

group benefit insurance pro- Resume upon request tact

grams He formerly was supervi- Box 683, BUSINESS INSURANCE

740 Rush St., Chicago, ill. 60611
Supervision of underwriters and account

sor-insurance administration at personnel will be required

Otis Elevator Co, New York. No A degree or equivalent required Prior
BUSINESS OPPORTUNITIES agency sales experience a plus Tne right

,0 *Sr ._ replacement has been named to candidate can get a piece of the action

that position. NYC insurance broker wishes to pur Salary, plus commission Full benefits
. 1 *** chase similar casualty brokerage any Office on the far south east side of Chu-

r where In US Required min,mum pre cago Send resume in confidence to
Frank W. Haley, 53, stepped mium volume $500,000 70% commer

.lili cial Will consider merger Box 681, BUSINESS INSURANCEinto the newly-created position
Box 682, BUSINESS INSURANCE

t,1, of director of safety and loss pre- 740 Rush St, Chicago, 111 60611
740 Rush St, Chicago, Ill 60611

vention at the Finsure Division

of Finserv Corp, New York,
1

1 / '11 '11 1 a wholly-owned subsidiary of
Studebaker-Worthmgton Inc Mr.
Haley has overall responsibility
for safety and loss prevention at
all 26 Studebaker-Worthington ILPROPERTY & CASUALTY UNDERWRITING
subsidiaries, a decentralized group .

RJ B maapcngaccerns°'8oeaj /hicagoased property & casualty company
electrical generating and light
manufacturing operations. He re- IS seeking an underwriting professional to
ports to Robert H. Dorgan, execu-[ manage its commercial lines underwriting ditive vp of the Finsure Division.
Mr Haley's previous job was vision. The preferred candidate will have at
with the Midland Glass Co. in

Your Honor, thei e's a man outside who Matawan, N.J., where he was least 10 years experience in this field, pre-

says he wants to buy Chicago. Should I call corporate safety director Pnor to
sently In a home office management positionthat, he was assistant director of

Industrial Appraisal? safety and fire prevention at In- and interested in a challenging opportunity
ternational Telephone & Tele-
graph Corp., New York Mr Hal- to progress professionally.

No job's too big for IAC. Or, for that matter, too small. ey's replacement at Midland Glass

We place values on all sizes and types of tangible and has not yet been picked Responsibilities include audit of field opera-
***

intangible assets. For businesses, schools, hospitals, Kaiser Cement & Gypsum tions, planning and policy making and ana-
churches, inclivicluals, even city governments. Fdr a Corp, Oakland, Ca., promoted lysis of results. The compensation packagemultitude of sound financial reasons. Marianne Stark, 34, to insurance

representative. She has served as is excellent (salary to $36,000) and offers theTo learn how an IAC appraisal can be one of your most insurance administrator since

valuable business tools, write for our brochure. Or, 1973 and her promotion reflects rising executive a high-level position as a cor-
better yet, call the nearest IAC oflice. "her ability to grow with the porate decision-maker. Please send resume]ob," according to the insurance

Industrial Appraisal Company manager, her supervisor. She re- with salary history in confidence to
places no one in the new position,
nor is she replaced by anyone Box 680, BUSINESS INSURANCE

Where the worth of a business is weighed since it is a .merit promotion
740 Rush St., Chicago, 111. 60611based on the job's reclassification

Home office 222 Boulevard of the Allies, Pittsburgh, Pa 15222 Additional responsibilities for her
(412) 471 2566 An Equal Opportunity Employer

involve workers' compensation
New York-Chicago-Los Angeles-Philadelphia and 24 other cities and processing seamen's claims •
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RISK AND INSURANCE

MANAGEMENT

NOVEMBER 1Z 1975

D ECAUSE NEARLY EVERY corporation and organiza-
D tion in the country ships goods or products as part of
its operations, risk management efforts applied to cargo
risks in the last several years have produced radical changes
in the way companies manage risks of cargo damage and
liabilities resulting from the shipment of goods.

Until recently, there was minimal risk retention of ocean

or inland cargo risks. But this has changed. Insurers and in-
sureds alike are looking to higher deductibles, tougher se-
curity measures and layers of insurance protection to solve
some of the loss problems besetting the cargo property and
liability field. Thus, we determined that the subject of cargo
insurance and risk management deserved a closeup look
at the changing exposures and methods being used to control
and fund losses.

The November 17 issue of Business Insurance will include

a spotlight report on cargo risk and insurance management.
Among the topics being surveyed for stories are over-the-
road transport risks, for motor carriers and shippers; marine
cargo risks, on both ocean and inland waterways, and the

insurance underwriters and products being used to cover
those risks; the methods air freight specialists use to manage
their risks, and how the companies shipping by air view
cargo risks.

We'll take a look at the kinds of contractual agreements
risk managers prefer to use in retaining or transferring their
cargo risks.

Ports of entry theft problems will be the subject of an in-
vestigation by editors of this magazine, to determine what
security measures are being taken by the freight carriers,
the airports and ocean ports to stem the growing crime theft
problem. Are the measures working?

A major problem for both insurers and insureds that we'll
be discussing in the cargo issue is the problem of determin-
ing what deductible levels to set for cargo property and
liability policies.

Readers who h917. .„rrr----/Z---

REPRINTED FROM AN EDITORIAL WHICH APPEARED IN THE
OCTOBER 13, 1975 ISSUE OF BUSINESS INSURANCE

If you want to be part of this timely and important special issue and want yoir advertising
message to be seen by the largest and most influential audience of cargo insurance consumers
and the insurance agents and brokers who serve their needs, reserve your ad space now.

Advertising forms close on November 5. For more information
contact your nearest Business Insurance office or call

Don Walsh at 212/986-5050.
e

.business
msurance

the newsmagazine that just had to be.

CHICAGO· 740 Rugh RI It ArIA11 119/GAQ.K,74 1 ng :AN, HZ· Aind Wit,



The Group Insurance
hot seat.
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There's probably one in your off.ce.
It's where you seat the account executives who come to

sell you group insuranze.
And then you start asking some tough questions.
That's where you really notice the difference in insurance

companies . and in account executives.
Some people may squirm and shuffle in your hot seat.
But not your Continental Assurance Account Executive.
He'11 bat 1000 on those tough questions. With straight-

f .114

1

fror.i-the-shoulder talk.

That's because we gave him ccmplete bottom-line
respensibility for handling ycur account. And the decision-
mal ng authority to carry out thar responsibility. The
authority to make decisions Dn underwriting, rates, every-
thirs affecting the service you receive.

So call your Continental Assurance Major Group office.
And put onz of our Account Executives in the hot seat.
We know he'11 keep his coct.

Call your nearest Continental Assurance Co. Major Group Office: Atlanta, Boston, Chicago, Dallas, Detrcit, Indianapolis,
Kansas Cty, Los Angeles, Milwaukee, New York, Pittsburgh, Salt Lake City, San Francisco, Washingon, D. C.

Continental Assurance Company
INSURANCE FROM

CNA


