
Oxy takes property,
casualty cover to Hall

LOS ANGELES-Occidental able to design a new concept
Petroleum Corp. named Frank B. which Occidental liked."
Hall broker for its property, lia- Rate decreases played little or
bility and workmen's compensa- no part in the change, he said.
tion policies said to generate
premiums of over $10 million a HALL IS KNOWN to have as-

year, Business Insurance learned. signed a team to work full time
The giant account had been on the Occidental account, which

handled by Marsh & McLennan sources say generates premium
and reportedly had been one of commissions of over $1 minion a
the largest, if not the single larg- year.

est, account in M&M's Los An- Charles Harrington, formerly
geles office. assistant vp, claims, at Marsh &

The three policies · cover for- MeLennan, was nanned vp,

eign as well as domestic opera- claims, for Hall at about the same
tions. The limit on the property time the account change oc-
policy is said to be over $1 bil- curred.

lion. Sources would not disclose Mr. Harrington told this maga-
the limit on the liability policy. zine, however, that his move,

The account was moved, ac- made in early August, was totally
cording to Bud Grier, execu- unrelated to the account trans-

tive vp of Hall, "because we were fer. •

Suits evoke liability furor over birth control IUD
By MARGARET LeROUX

NEW YORK-A. H. Robins Co. Inc. is insured for at least
part of the liabilities and damages which may arise out of
the sale and use of its Dalkon shield intrauterine birth con-
trol device.

And although Robins won't comment on the insurance
involved, Business Insurance learned that Aetna Casualty &
Surety Co. underwrites the Robins policy which may be
called on to cover any future product liability settlements.
Out-of-court settlements are almost sure to follow the
flurry of litigation being initiated in the wake of a growing
controversy over the effectiveness and safety of the

Dalkon shield. to trial, with litigation scheduled for Nov. 19 and Dec. 9 in
A. H. Robins manufactures the device and has supplied it Sedgewick County district court, Wichita. In one case the

to the market for general use since 1970. The shield was woman completed a full term pregnancy, said Bradley Post,
once touted as a superior contraceptive. a Wichita attorney representing the plaintiffs. In the

Now the firm is defendant in lawsuits seeking more than other case a therapeutic abortion was performed.

a half-million dollars in damages, filed by two Kansas In charging the Robins Co. with "willful and negligent
women who became pregnant while wearing the IUD. misrepresentation and fraud in advertising, sales and pro-

Robins is also the target of a class action suit filed in a motion" of the Dalkor. shield, both actual and punitive

New Jersey district court by gynecologists and obstetricians damages are being sought, Mr. Post said.
charging the company with "deliberate misstatements and * "I imagine Robins has liability coverage," Mr. Post com-
calculated failure to disclose information about the Dalkon mented, "but I doubt if they have coverage for punitive
shield." damages."

The Kansas suits will be the first against Robins to go Continued on page 11
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Regulator outlaws sale of 'reverse retro' policies
By ELISABETH M. WECHSLER

LOS ANGELES-The Califor-
nia insurance commissioner re-
cently cited Frank B. Hall & Co.
for irregularities in selling certain
types of insurance to Western Air
Lines and fined the nation's

fourth largest insurance broker
$1,000. Hall did not contest the

-Aug. 13 ruling.
Specifically, the department's

citatien charged that two supple-
mentary and contingent liability

policies sold to Western by Hall
"did not relate to any insurable
interest of the insured" and that

they were "in the nature of ga-
ming agreements." The policies
were designed, in effect, to pay
the same benefits to Western

whether past accident experience
was good or bad.

Mebus Bartling, Hall's execu-
tive vp for finance and aviation,
declined to disclose the names of
the underwriters involved, but did
indicate they were non-admitted

insurers (to the state of Califor-
nia) . According to a spokesman for
the California insurance depart-
ment, one underwriter was in the
London market and the other was

a leader company for a group of
small U.S. insurers.

"At the time we didn't feel we

were doing anything illegal eith-
er for ourselves or for our client,"
Mr. Bartling said. As Hall's rep-
resentative for the Western

account, he infornned the airline
that this type of coverage was

available in the first place.
Business Insurance received a

copy of the citation and consent
order, signed by Frank B. Hall &
Co., anonymously in the mail.

HALL'S IJABILITY coverage
of Western Air Lines worked this
way: In addition to a $2.34 mil-
lion basic hull and liability policy,
Hall provided Western with two
supplementary contingent policies.
One policy provided from $0 to
$500,000 in ascending, graduated

Engine trouble responsible for Boeing 707 disaster?

Crash causes loss of 88 lives, $5 million jet
By JUDI TALIT

NEW YORK-Associated Avi-
ation Underwriters (AAU) is the
primary insurer of the Trans
World Airlines Boeing 707 that
crashed into the Ionian Sea off
Greece Sept. 8. It is believed that
ali B8 passengers and crew mem-
bers were killed in the crash.

The National Transportation
Safety Board is on the scene
checking the cause of the crash.
An early report disclosed by the
NTSB said the crash may have
been caused by a rocking of the

4*ings which may have induced
- the left inboard engine to be rip-

ped off the aircraft.

A Pan American Airlines pilot
saw the plane going down, and he
said one of the engines was on fire.

The possibility of sabotage has
not been ruled out by the NTSB.
The board is looking into that angle
now.

LONDON SHARES sorne of

the hull and liability coverage
with AAU. However, AAU retains
the greater portion of the cover-
age, a source there said.

The insurer confirmed that
TWA has liability limits of over
$100 million, a typical amount for
major airlines doing heavy domes-
tic business.

The value of the hull was not

disclosed. However, airline indus-
try sources noted that the Boeing
707 was an older plane, which
would probably cost $5 million to
$7 million, depreciated from the
original $10 million value.

Under international law there

is a legal liability limit of $75,000
per passenger claim. This would
mean that TWA could incur close

t6 $6 million in claims from survi-

r

vors of the crash victims regard-
less of whether the airline was
negligent. By international agree-
ment, there is a no-fault system.

Also known to be on the ·scene
investigating the crash are the
Airline Pilots Assn., TWA per-
sonnel, Boeing, the Federal Avia-
tion Administration and officials
of Pratt & Whitney, manufac-
turers of the aircraft's engines. •

#.

benefit payments for losses paid
under the basic aviation coverage.
The other policy provided from
$500,000 to $0 for the reverse
schedule of incurred losses.

For example, the first policy
provided $500,000 in benefits to
Western for $300,000 or less in
incurred losses on the basic hull
and liability policy; $375,000 in
benefits for losses from $300,001
to $450,000; $187,500 in benefits
for losses from $450,001 to $600,-
000; and no cash benefits for losses
over $600,000.

The second policy provided ex-
actly the opposite schedule of ben-
efits for an increasing scale of in-
curred losses.

An attorney in the insurance
commissioner's office, who asked
not to be named, said that in the
department's opinion these sup-
pl ementary, so-called Chinese
retro policies, for Western Air
Lines did not involve insurable
risks but were, "in effect, wager-
ing contracts."

"In some cases it can be diffi-
cult to determine what an insur-
able risk is," the attorney said.
"But in this case it was clear that

Continued on page 52

Kneivel had to

put up big cover
before big stunt

TWIN FALLS, ID.-Motorcycle stunt-
man Evel Knievel's Snake River Canyon
jump spectacular Sept. 8 required him to
provide over $1 million in liability insur-
ance.

Daredevil Knievel attempted to ride a
rocket-powered motorcycle, the Sky

Cycle across the 1600 foot wide, 540 foot
' deep canyon near here. His ride was cut

short, however, when the drogue para-
chute opened prematurely, slowing the
craft enough to prevent it from reaching
the canyon's other side. Mr. Knievel releas-
ed the main chute in time to land safely at
the bottom of the canyon. The jump was
designed to be the climax of a long career
of jumping over everything from 19 Mack
trucks to the Caesar's Palace fountain in
Las Vegas.

Permission to hold the event was grant
ed by the Twin Falls County commission-
ers after Mr. Knievel agreed to put up a
$1 million policy against the aggregate
third-party liability, with $300,000 for

Continued on page 52
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tied up at the lower end of the
seaway, and another 13 vessels
were stymied at the upper end,

j all unable to get through the sea-
* way. The Steelton, a 16,000 gross

ton capacity ore carrier, is also
out of service. It is only one of
six ships Bethlehem uses on the

A 4' . ' Great Lakes. Four other Bethle-
r hem ships are also stalled as a re-

sult of the bridge crash, and can-
not reach the company's main steel
plant. The bridge is expected to

4 take at least three weeks to repair
(The seaway reopened Sept. 9.)

Ship rams bridge, canal out
PORT ROBINSON, Ontario--

Bethlehem Steel Co. is thought to
be largely self-insured for any
property, liability and business
interruption losses arising out of
the shutdown of the St. Lawrence
Seaway following destruction

of a key bridge Aug. 26 by a
Bethlehem-owned freighter.

Following the accident, loss to
the freighter was estimated at $1
million, with replacement cost of
the bridge put at $15 million.

The ship, The Steelton, rammed
the Welland Canal bridge during

WAYS
YOU CAN

PUT THE

MIALUATION

REMIOLUTION

TO WORK!

daylight, End in good weather;
when the oridge apparently was
only raised half-way. The cause of
the cellision, and the extent of li-
abilites of parties involved, are
still being investigated by seaway
authcrities. Litigation will likely
fo.low ing Ary reports.

Bethlehem Steel, in Bethlehem,
Pa., declined to comment on the
situation c,- losses incurred, pend-
ing further investigations.

The br.dge accident rendered
the seaway inoperable, so that
b> Sept. 4 some 23 vessels were

1 Put new speed into all your appraisals. Computerized
techniques help our professionals do li a day what used
to take a week. That's part of -he Valuation Revolution.

2 Cut costs with the M/S Simpraisal. Now saving time
and costs for multiple location oerations.
Check the potential for your b JSileSE. Revolutionary!

3 Keep covered/keep current with M/S Annual
Valuation Service. Costs a fractior of original appraisals.
It's a logical way to insure your insurance.

Call the M/S Revolutionary Consultant
and say: Show me.

appraisals by
Marshall and Stevens
Atlanta/Boston/Chicago/Dallas/De:ro t/Hoiston/Los Angeles
Minneapolis/New York/Philadelphia, Pit=sburgh/St. Louis/San Francisco

A Unionameric/ Company

BETHLEHEM'S insurance and

self-insurance practices are not

known among other steel companies
or in the marine insurance indus-

try. Bethlehem is reportedly the
only major steel company not par-
ticipating in the American Iron &
Steel Institute's insurance commit-

tee. Bethlehem declined repeated-
ly to confirm or deny reports that
it self-insures a large part of its
protection and indemnity expo-
sures, with an excess insurance
policy underwritten by the London
market for catastrophic losses.

Under Canadian law the limit of

The Steetton's (and the owner's)
liability is about $2 million,
':provided she is not found at
fault," explained a seaway offi-
cial who is managing the inquiry.
The bridge collision and seaway
shutdown is the first such inci-
dent in the 43 year history of the

waterway linking the United
States and eastern Canada.

THE STATUTORY limit of lia-

bility, if the ship is not at fault, is
determined on the basis of 1,000

gold francs per gross deadweight
tonnage of the ship, which for
The Steelton is figured at about

5,700 tons. There are three gold
francs to every dollar, in terms of
current world markets. •
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May claim $12m in currency loss

British bank insured it

it proves criminal act
LONDON-Insurers are faced

with a $12 million potential claim
over the $80 million banking loss

suffered by Lloyd's Bank of Lon-
don following irregular foreign
currency trading in Switzerland.
The loss is one of the biggest in
banking history.

It could prove to be a big prob-
lem for the insurance market at

Lloyd's, which normally never

covers speculative trading in
world currencies or stock markets,
or any forms of gambling. (Lloyd's
of London is unrelated to Lloyd's
Bank.)

The casualty insurance policy
for Lloyd's Bank International
was placed by Alexander How-
den and Swann in both Lloyd's
and the company market in Lon-
don. It is a bankers' blanket bond

type of policy, with a fidelity
clause which would probably
cover deliberate neglect or fraud
by any bank officer.

BUT BECAUSE of recent

worldwide bank failures, some
involving massive currency deals
on the futures market, there is

doubt whether trading losses will
be covered unless criminal intent

can be proven.
This is an insurance issue

which will have to be settled

after lengthy study of the situa-

tion. Lloyd's Bank, one of Brit-
ain's biggest banks, disclosed
Sept. 2 that there had been unau-
thorized foreign exchange deal-

ings at the Lugano, Switzerland
branch of its subsidiary, Lloyd's
Bank International.

Recently, Franklin National

Bank of New York last vast sums

in similar deals, as did two Ger-
man banks, including Herstatt,
and a Swiss bank. (Business In-
surance, May 24 and July 8.)

Lloyd's Bank of London, which
has cash reserves of $1.2 billion,
can absorb the loss within its

own funds and stay fully solvent.
But it will almost certainly seek

to claims on its insurance, if pos-
sible.

Insurance sources pointed out

that a new insurance dimension is

involved if trading losses are reeov-
erable under bankers' bond poli-

cies, because world currency deals
can now run into a profit and loss
situation of billions of dollars at

any time. These losses could have
a tremendous impact on the insur-
ance markets.

THE LIABILITY limit under

the policy placed for Lloyd's

Bank International is only $12
million, covering burglary and
other criminal acts. But the prin-
ciple behind the insurance risk
has to be resolved.

Sources close to the Lloyd's
non-marine syndicate involved in

the risk expect the claim will
have to be closely examined to
clarify the position.

Reports from Switzerland indi-
cate that the Swiss Banking
Commission has ordered a full

investigation to determine wheth-
er criminal acts were involved in

the currency trading loss.

Two officers of the Lugano
branch of Lloyd's Bank Interna-
tional have been suspended from
duty and are helping banking of-
ficials in the inquiries. •
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Pension law opens way for group legal plans
By RICHARD L. GORDON

WASHINGTON-Congress and
organized labor may have wrest-
ed control over the development
of prepaid group legal plans from
the hands of the state bar associ-

ations by means of certain provi-
sions in the pension reform mea-

sure signed into law on Labor
Day.

The American Bar Assn. for

months has struggled with its
conservative wing about "ethi-
cal" restrictions which could bar

lawyers from participating in
closed panel prepaid legal plans.

The closed panel plans, favored
by most labor groups, involves
contracting for legal services

with a defined group of lawyers.

OPEN PANEL plans, favored
by many in the bar associations,
would allow a group legal benefi-
ciary to obtain services from a
lawyer of his own choice.

Section 514 of the Employee Re-
tirement Income Security Act is
designed, according to the bill's
sponsors, to eliminate bar associ-
ation interference with attorneys
who wish to participate in closed
panel plans.

The section in general
preempts state and local govern-
ment officials from legislating in
the pension and welfare fund area,
but was expanded in conference to
specifically cover prepaid group
legal plans as well.

Sen. Jacob Javits (R-N.Y.), in
floor debate on the pension bill
last month, tried to make the
bill's intent perfectly clear when
he said, "the state, directly or in-
directly through the bar, is
preempted from regulating the
form and content of a legal ser-
vice plan, for example open versus
closed plans, in the guise of dis-
ciplinary or ethical rules or pro-
ceedings."

THE JUSTICE department al-
ready has cracked down on a
state bar association proposal for
an open panel plan in California.
(Business Insurance, Sept. 2.)

Justice warned the bar associa-

tion that it had "serious antitrust
objections" to its plan because it
discriminated against closed

panel plans and made the crea-
tion of other open panel plans

Health covers

paying record
benefits: Hll

NEW YORK-Private health

insurance companies are paying
out a record $2 billion a month in
benefits to the public this year,
according to a spokesman for the
Health Insurance Institute (HII).
This estimate does not include
government payments through
Medicare and Medicaid.

The previous record, estab-
lished in 1973, was $1.3 billion
in health insurance benefit

payouts for the year.

THE MAIN REASON for the
increase is the spiraling cost of
hospital care, Benno Isaacs of HII
said.

"Normally, hospital care costs
rise at a rate of 7% or 8%,"
Isaacs said. "But after the freeze
on wages and prices was lifted
last spring, costs increased by
morethan 15%."

Aside from increased salaries
for health care personnel, outlays
for expensive equipment have
been the main cause for higher
hospital operating costs, which
are in turn passed along to the
patient. I

difficult.

Prepaid group legal plans
were swept up in pension reform
because they are lumped with
other types of benefit arrange-

ments as collectively bargainable
issues under the Taft-Hartley
Act.

The pension reform bill's new
fiduciary and disclosure require-
ments were extended to cover

these type of benefit plans, as
well as pension plans.

When the legislative drafters
moved to push state agencies out
of the pension regulation area,
they also moved them out of the
welfare fund area, including
group legal plans.

"We (the federal government)
had to occupy this entire field,"
an aide close to the legislation
told Business Insurance, "because
the subject was so 'sexy' that

some of the states could enter the

field and run amuck."

State regulations on top of fed-

eral regulations, it was feared,
could be the straw to break the

pension or welfare fund manag-
er's back, the aide said.

Congressional concern with

prepaid legal plans did not sur-
face in the Senate bill, passed in
September, 1973, but the House
bill included language taking
group legal plans out frorn under
state insurance commissioners

when it was passed last February.

CONCERN OVER the bar asso-

ciations' role in the group legal
area surfaced only after the
House had acted, when the
American Bar Assn., meeting in
Houston, recommended a change
in legal ethics rules that would
have made it very difficult for an

attorney to practice in any pre-
paid plan other than one specifi-

cally approved by the local state
bar association.

Organized labor then pushed
again for some language that
would limit bar association con-

trol of group legal plans.
"In view of what was clearly

afoot from conservative lawyers,"
one well informed Capitol Hill

source said, "we thought they
had a good point." The confer-
ence committee then expanded
the premption language to take
in bar associations.

The state court system, in most
instances, supervises the lawyers
in that state, and the preemption

would prohibit the courts from
taking action against a lawyer
charged by a bar association with
"ethical" infractions for partici-
pating in a closed panel plan.

The entire bar association posi-
tion on group legal plans, and
particularly closed panel plans,
may change however.

IN CALIFORNIA, the state bar
association is expected to consid-
er revamping its proposal in an
attempt to meet Justice depart-
ment antitrust objections.

The American Bar Assn. itself
is reconsidering its February rules
on the subject and is expected to
take up the subj ect again at its
annual meeting next February.

An ABA official told Business

Insurance that it's unclear at this
point how a court would apply
the preemption rules, despite ef-
forts on the floor of the Senate

and House to explain, for the rec-
ord, just what Congress had in
mind for group legal plans and
bar associations. I

- Is the ICV 100
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life insurance policy?
Probably not. Even we, who invented the immediate full cash value
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Policewoman awarded back benefits

in pregnancy disability settlement
CHICAGO-A local policewom-

an was awarded $3,500 in ret-
roactive disability payments from
the police pension fund because
of pregnancy. She is the first
member of the force to receive

off-duty disability pay for this
reason.

The city's corporate counsel
recommended Six rnonths ago

that pregnancy be considered a
legitimate reason for disability
benefits (Business Insurance,
April 1). But Bonnie L. Doyle, 32,
was the first to apply and was
only granted her benefits Aug. 27
by the seven-man pension board.

Mrs. Doyle was entitled to half
pay, $588 a month, from March 1
to Sept. 1, the period in which the
board ruled she was disabled.

Her delivery on April 1 was by
caesarean section which account-

ed for the longer disability time
period. Birth by this method is
considered major surgery, ac-
eording to a spokesman for the
pension board. The police force
normally considers six to eight
weeks after childbirth a reasona-

ble recovery period for a mother.

THE EIGHT-YEAR police vet-
eran's award was delayed by the
ease of another policewoman who
had filed a complaint with the Il-
linois Fair Employment Practices
Commission for disability benefits.
Her request was scheduled to be
heard at the Aug. 27 board meet-
ing, but she failed to appear and
later withdrew her claim. No rea-

son for the decision was given.
Mrs. Doyle, who received her

settlement in one payment, said
she was "of course pleased." She
said she plans to return to work
within a couple of months.

Richard Jones, secretary of the
police pension fund, said the
board's decision to award disabil-

ity benefits to Mrs. Doyle was
based "strictly on the policewom-
an's physical capabilities" and
not on such other considerations

as taking time off to care for the
baby. A medical examination is
required each month to deter-
mine whether or not the person is
physically fit to return to work,
Jones said.

Mrs. Doyle has applied for two
additional months' leave of ab-

sence without pay since her dis-

ability eligibility expired Sept. 1
and since her decision not to

return to work yet is a personal
one.

AN APPLICATION for disabil-

ity benefits can be submitted to
the pension board after the six
months' medical leave has been

used up. Sworn police are en-
titled to sii months' medical leave
with full pay. When an illness or
injury exceeds six months, they
are allowed to withdraw disabili-

ty benefits under the pension
fund at half pay. In March, the
city attorney ruled that pregnan-
cy should be considered a non-
duty disability for policewomen,
with benefits granted according-
ly.

Previously, policewomen were
required to take a leave of
absence in the fifth month of
pregnancy. They received only
$45 a month until they returned

Mrs. Doyle's case was the first
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application under the March rul-

ing. Assigned to the Maxwell St.
youth unit, Mrs. Doyle went on
the department's medical roll for
maternity leave for the pre-
scribed six-month leave at full

pay on Sept. 1, 1973.

The March opinion was based
on federal cases and rulings by

the Equal Employment Opportu-
nity Commission. These rulings
state that pregnant women can-
not be forced to take maternity
leaves from their jobs at arbi-
trarily-established dates. Their
lost work time must be compen-
sated just as any other employe
would be paid for time off due to
illness or injury.

MR. JONES said he doesn't ex-

pect a flood of applications from
policewomen as a result of the
Doyle case.

"A member of the force would
have to apply to the pension
board for disability payments if
he or she felt unable to return to
work after the six-month medical
leave expired," he said. "If the
board's physician, after examin-
ing the applicant, concurs with
the request, then the policeman
or policewoman would be consid-
ered eligible to receive disability
benefits-regardless of the type
of physical disability."

Sources in the department
noted that five other policewom-
en also are pregnant. It is ex-
pected that they will become
eligible for maternity leave and
subsequent disability benefits. •

LA chapter
ASIM plans
conference

LOS ANGELES-The South-
ern California chapter of ASIM
has scheduled its annual all-day
conference for Sept. 26 here, with
a highlight luncheon speaker dis-
cussing the current problem and
impact of high interest rates.

Phil A. Barnett, senior vp of
California Federal Savings &
Loan, plans to look at how high
interest rates affect risk manag-
ers and their corporations. James
McCullough, manager of insur-
ance for Union Oil Co., will join
Robert Vivian of Allendale

Insurance Co. in discussing the
insurance capacity problem.

Other speakers at the session
will include a specialist in engi-
neering administration for na-
tional accounts at Aetna Life &

Casualty Co., looking at consum-
er product safety; and the chief
of the local division of industrial

safety for the state speaking on
Cal/OSHA. .

It doesn't always pay
to have insurance

LONDON-Obviously it
pays to insure valuable art
collections. But one British

collector found a unique
benefit from not having theft
cover on three of his paint-
ings valued around $1 mil-
lion. They were stolen

recently from his home in
Launceston, Cornwall Coun-
ty.

Within days police "leaked"
the information to the press
that the paintings were, by
chance, not covered by insur-
ance. The hunch that this

might reach the attention of
the thieves was proved right.

So, apparently thwarted,
the robbers gave up the idea
of trying to "ransom" the
paintings for the insurance
cash, and secretly returned
thern without one cent ex-

changing hands.
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Sometimes when we cure employee headaches,
we also cure a product headache.
We're not a medical clinic. But we do have some

highly competent environmental health engineers
and chemists among the scientists on our environ-
mental consulting team.

So when one of our workmen's "comp" clients said
his production people seemed to be suffering chronic
headaches, our engineers analyzed the work environ-
ment to find out why. They quickly traced the
problem to a constant source of carbon monoxide.
End of headaches. But we didn't stop there.

Our chemists then performed a series of gas chamber

studies which proved that the same carbon monoxide

was also responsible for premature aging of the
client's cellular plastic foam product. And that aging
had been another chronic headache . . . one the

client's quality control personnel had been battling.

Now that may sound like a lucky break. But you
know that lucky breaks need the right environment
in which to be cultivated. And our alert and involved

environmental consulting group seems to provide
just such a climate. It's only one of the many ser-
vices available to you when you come to the source.
Because we make sure insurance works for a living.
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Marine insurers told inert-gas system
could cut number of tanker explosion

BERLIN, West Germany-Ma-
rine underwriters suffered losses

totalling $68 million from tanker
explosions in the past year, ac-
cording to John A Potts,
chairman of the hull loss preven-
tion committee of the American

Institute of Marine Underwriters.

He spoke at the International
Union of Marine Insurance con-

ference here Sept. 8-13.
Tankers losses included: Gio-

vanna Lolli Ghetti, (Feb. 25,
1974), $26 million; Golar Patricia,
(Nov. 5, 1973), $24 million; An-
dros Aeries, (May 7, 1974), $9

million; Elias, (April 9, 1974), $2
million; and Ionnais Carras.

(March 21, 1974), $7 million.
Citing an average of 14 tanker

explosions per year for the past

15 years, Mr. Potts emphasized
the need for requiring inert-gas
systems for tankers.

"There has yet to be reported
an explosion involving a tank ves-
sel that had installed and operated
a recognized gas inerting system,"
Mr. Potts stated.

OTHER AREAS of discussion at

the conferenceincluded improve-
ments in cargo loss prevention
and a weakening trend in the
world hull insurance market.

John E. Greene, vice chairman
of the institute told the session of

four developments in cargo loss
prevention in the U.S.: improved
port security, improved customs
procedure, improved enforce-
ment and improved regulatory

organization.

By cont]Folling access routes,
requiring signed driver logbooks
and establishing photographic
records of drivers, vehicles and
documents, American port au-
thorities have tightened security
at terminals, Mr. Greene noted.

New U.S. customs regulations
which require that a customs of-
ficer supervise the breaking of
the seal on any container for in-
spection and stand by until it has
been resealed have been other

factors in improved security, he
added.

Mr. Greene also informed the

session that security teams had
been formed in 15 U.S. cities

under the direction of the justice
and transportation departments.

6. 

First State is the largest and oldest domestic com-
pany formed to write Surplus Lines, Special-Pur-
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-
vided them with continuity. Many have been clients
since our beginning - many, many more for over
twenty years.

First State ... we're here now and shall be here in

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.

MULTINATIONAL

PROPERTY and LIABILITY

MULTIPLE LINE THROUGH

AGENTS AND BROKERS

A +:AAAAA, Alfred M. Best, Inc.

FENST STATE
S ]RI SCUIRAN©IN; COMPAN

(a CAMERO* Candi OLBY activity)

60 Batterymarch St., Boston, Mass. 02110 • Telephone 617/357-8400

The teams are made up of feder-
al, state and local law enforce-
ment agencies as well as shipping

industry representatives.

THE WEAKENING trend in

the hull insurance market was

attributed to "extreme competi-
tion among brokers fostered by a
present excess capacity," high in-
terest rates and "reinsurance

arrangennents which in some

cases, border on the frivolous," in
a report by the American Insti-
tute of Marine Underwriters.

"A serious imbalance" is being
created by the peak risks now on
the hull book, the report noted,
and in the face of present market
conditions, underwriters are una-
ble to build reserves against
threatened catastrophic losses.

The institute's hull report also
noted the continuing shift in loss
payment patterns toward cata-
strophic insuring. Total and

major partial losses paid last
year by the chief American hull
underwriting organization "ac-
counted for only 3 % of the num-
ber of payments made, yet
consumed 48% of its premium,"
the report stated.

While the number of major
casualties from all causes was

down from 64 to 55 for the year,
the dollar volume was up 21 %
from the previous year.

Worldwide inflation has seri-

ously aggravated repair costs the
report stated. A tabulation com-
piled by the U.S. Salvage Assn.
Inc. showed that the repair cost
level for the Atlantic coast area,
excluding New York and Boston,
increased 65.5% from 1968-73. In

New York and Boston the in-

crease totalled 96.6 % last year,
over 1968 levels. In the Gulf area,
the increase was 65.7 %; in the
Pacific it was 88.7 % and the

Great Lakes region showed a
90.7 % increase in repair cost lev-
els.

IMPROVEMENTS in the licens-

ing and training of officers head
the list of steps to be taken for
better hull loss prevention, accord-
ing to Mr. Potts.

In granting officer licenses,
most countries do not differen-

tiate between ordinary seagoing
vessels and the newer jumbo-
sized vessels, Mr. Potts noted.
Likewise, "there are very few
countries where deck and engi-
neer officers are subject to either

periodic checks on their capabil-
ity or tests for renewal of their
licenses," he said.

He called on the conference to

suppdrt the Intergovernmental
Maritime Consultative Organiza-
tion in its efforts to establish in-

ternational standards for training
and certification of ship's officers.

Mr. Potts emphasized the need
for international traffic control.

Worldwide statistics have shown,
he said, that 64 % of collisions
occur within the entrance or con-

fines of a harbor.

Expansion of the size and
speed of vessels such as the high-
speed ( 35 knots) container ships
and the very large liquified natu-
ral gas carriers' have increased
the need for comprehensive traf-
fic control in heavily travelled
routes and harbors. •

H EW sets

terms with
.

review tearns
WASHINGTON-The Health,

Education, and Welfare depart-
ment said it will enter into agree-
ments with two new Professional

Standards Review Organizations
(PSRO), committees of doctors to
review medical practices in given
geographical areas.

The PSRO review function

now applies only to doctors' ser-
vices rendered to Medicare and
Medicaid patients in an attempt
to contain costs in those areas.

PSRO activities are expected to
be expanded greatly under any
national health insurance plan.

The new PSROs cover the

Greater Sacramento (Ca.) region
and the state of New Mexico. •

Self-insurers meet
The Massachusetts Self-Insur-

ers Assn. will hold its fourth an-

nual seminar Oct. 16 in Newton,
Ma. The seminar will put most
emphasis on workplace safety.
One keynote speaker will be
Harold E. O'Shell, director of the
international safety academy in
Macon, Ga. His subject will be
loss control for nnediurn-sized

companies. Contact Alvin Sims,
seminar chairman, in Boston at
617-542-2437.

BACK . IN THE SADDLE AGAIN!
We are pleased to announce that Robert P. Quinn has been elected
to the board of directors of J. H. Blades & Co., Inc. and appointed
executive vice president.

J. H. Blades & Co., Inc.
713/526-6551 P. O. Box 22003 Houston 77027

SENIOR OFFICERS:

J. H. Blades-Chairman and President

Robert P. Quinn-Executive Vice President

J. W. Page. Jr.-Sr. Vice President & General Counsel
A F. Figoski-Sr. Vice President/Underwriting
Donald A Baker-Vice President & Secretary/Treasurer
Stuart H. Grayston-Vice President/International



All Group Account Executives
are not created equal.

tt I
I M PRETTY.SURE

I KNOW WHAT THE
ANSWER WILL BE-

BUT LET ME CHECK
WITH THE HOME OFFICE
AND ILL GEr BACK TO
YOU IN A DAYOR 90!"

A Continental Assurance Major Group Account Executive is
different from others. He has the responsibility and the authority
for making decisions-and he makes them!

He has complete underwriting and financial authority and he
uses it --on the spot/

He knows service is what keeps your account with Continental.
You see him regularly or whenever you have a problem or ques-
tion-not just at renewal time.

WE CAN SETTLE
THE FINANCIAL

DETAILS RIGHT NOW!"

r

You know your Continental man will give you superior service
because he's a profit center. We've given him bottom-line respon-
sibility-so, he'll hustle to keep you happy.

The real difference in insurance companies-and in insurance
account executives-is in service. We've equipped our Account
Executives to give you superior service.

That's the difference.

At Continental,when you buy group,
you deal with an individual.

0 1974 Continental Assurance Company

CONTINENTAISURANCE Co.
A PART OF CNA FINANCIAL COZPORATION

Call your nearest Continental Assurance Company Major Group Office: Atlanta, Boston, Chicago, Dallas, Detroit,
Indianapolis, Kansas City, Los Angeles, New York, Pittsburgh, Salt Lake City, San Francisco
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Court dismisses $1 million
suit by insured against INA

HARTFORD-AHartford

County superior court judge dis-
missed a $1-million suit against
Insurance Co. of North America

stemming from a fatal plane
crash in Long Island Sound.

Judge Anthony E. Crillo ruled
that the insurance firm was not
liable for the business failure of

Hartford Airmotive, Inc., which
it had insured, as a result of legal
action brought after the crash.

Hartford Airmotive had leased

the single engine plane in which
Miss Irene Planeta, 25, Cromwell,
Ct., died when it crashed near
Duck Island in Long Island
Sound after a trip from Hartford,
on May 28, 1967.

MISS PLANETA was a pas-
senger in the craft which was
flown by Robert J. Berube, 20,
Hewington, Ct.

Hartford Airmotive and Mr.
Berube were among defendants

EST. 1899

DAVIS, BORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007
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in a $500,000 suit brought by the
Planeta estate. A Hartford Coun-

ty superior court jury awarded
$131,788' to the estate in Novem-
ber, 1970.

As part of the legal proceed-
ings by the Planeta estate, Hart-
ford Airmotive's property was
ordered attached by the court.

The insurance company's slow-
ness in agreeing to defend Hart-
ford Airmotive and failure to
release attachments on Hartford
Airmotive property forced it out
of business in June, 1968, accord-
ing to the $1-million court action
brought by Hartford Airmotive
against Insurance Co. of North
America. 1

TEL: (212) 964-2500

• The Insurance of Charterer's

Risk is an article that explains
the special legal liabilities im-
posed on those who ship overseas
by charter. It covers the special

characteristics of charter ship-
ping and the unique liabilities
they could incur. For a free copy
write the author, Andrew E.

Rossmere, at Bleichroeder, Bing
& Co. Inc., 127 John St., New
York, N.Y. 10038.

• Flood-damaged autos and

farm machinery can be restored
byfollowing the guidelines in a
booklet prepared by the Ameri-
can Insurance Assn. With first-

step advice for owners and a
checklist for mechanics, the
booklet tells how to treat all

parts of the vehicle, from the
motor to the. upholstery. The
guide has been approved by
major manufacturers of autos,
trucks and tractors. Areas struck

by flood may receive free copies,
but for those in other areas the

cost is 50 cents. Write American

Insurance Assn., Claims Admin-

istration, Property Claims Ser-
vices, 85 John St., New York,
N.Y. 10038.

• Obtaining information in

products liability cases is made
easier with a questionnaire
guideline available from Insur-
ance Co. of North America. The

questions refer to appropriate
chapters and sections of a leading
products liability legal reference
service. For a free copy and a de-
scription of the Consumer Prod-
ucts Safety Act, write Stanley A.
Greene, director of marketing,
Customer Protection Services Di-

vision, INA, 1600 Arch St., Phila-
delphia, Pa. 19101.

. Shippers, consignees, ocean

carriers, port and terminal oper-
ators, air terminal operators and
insurance underwriters will find

Cargo Loss Prevention Recom-
mendations in a booklet prepared
by the International Union of
Marine Insurance. There is a spe-
cial section on cargo loss preven-
tion for containerized shipments.
Copies are $1.00 and available
from the International Insurance

Monitor, 150 W. 28th St., New
York, N.Y. 10001.

• A handbook for employes, The
Employee and OSHA, has been
prepared by the U.S. department
of Labor to answer the questions
most often asked by workers. In-
formation on job safety and
health, employe rights and

responsibilities under the 1970
federal job safety and health law,
and the legislation's background
is provided in the pocket-sized,
16-page booklet. Order from the
Superintendent of Public Docu-
ments, Government Printing Of-
fice, Washington, D.C. 20402.
Copies are 30 cents each, prepaid.
Specify the title, plus March
1974, OSHA Publication 2099.

1 1 1

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

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

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

• Catastrophe Protection for
Banks and other financial insti-
tutions is a magazine article re-
print written by the president of
Wohlreich & Anderson Ltd. He

warns insurance managers not to
rely on industry insurance guide-
lines alone. He provides and also
discusses a detailed coverages

check-list suggested to supple-
ment guidelines in determining
catastrophe insurance needs for
financial institutions. For a free

copy write Anthony Bova, Wohl-
reich & Anderson Ltd., 55 John
St., New York, N.Y. 10038.

• Marsh & McLennan Interna-

tional Services has recently re-
leased Employe Benefits in

France and the French System.
The situation is unusually com-
plicated in France because cover-
ages often have limited

applications. Reference terms, re-
tirement pensions and other ben-
efit areas are discussed. For a

free copy write Marsh & McLen-
nan, William D. Welsford, 7 King
St. E, Toronto, M5C 1A2, Canada.

• Who's Responsible is a new ten
minute color sound/slide presen-
tation that investigates a serious
construction accident. A feature

of this safety measure is that it
allows a place to show your own

problem areas. Write for a free
brochure: United Safety Services,
P.O. Box 27276, San Francisco,
Ca. 94127.

• Self Insurance, Major Finan-
cial Tool, is a new pamphlet of-
fered by the Self-Insurers' Man-
agement Corp. It explores and
charts the financial benefits of self

insurance for companies. For a
free copy, write Alvin J. Sims,
Self-Insurers' Management Corp.,
45 Bromfield St., Boston, Ma.
02108.

• Creative Property Loss Pre-
vention Engineering describes a
new independent property loss

prevention engineering consult-
ing service from RM/i Consult-
ants Inc. for the risk manager,
insurance consultant and insur-

ance broker. The service is used

to pre-engineer new construction
and newly acquired and existing
properties to qualify them for
highly protected risk or special
risk insurance treatment, as well
as for self-insurance programs.
For a copy write Harvey Sanders,
RM/i Consultants Inc., 450 7th
Ave.,New York, N.Y. 10001.

• The Medical Group Manage-
ment Assn. has published a Man-
ual on Insurance. It provides a
clinic administrator with basic

information on the concepts of

insurance and risk management
and it will assist both the fee-for-

service and prepaid medical

group practice administrator. The
maj or sections include business

insurance, insurance for the pro-
fessional staff and insurance con-

siderations of prepayment. The
manual is available for $6.00
from the Medical Group Manage-
ment Assn., 4101 E. Louisiana
Ave., Denver, Co. 80222.

• Mass Insurance Consultants

and Administrators Inc. is offer-

ing copies of a speech on Cost
Factors and Other Considerations

in Welfare Fund Administration,
by Charles S. Mack, chief operat-
ing officer. It was given at the
International Foundation of Em-

ploye Benefit Plans meeting in
August, and includes an evalua-
tion of administrative fees. For a

copy write Mass Insurance Con-
sultants and Administrators Inc.,



c/o Charles S. Mack, 209 So.
LaSalle, Chicago, Il. 60604.

• A shopper's guide to insurance,
A Series of Tips on How to Shop
and Save on Insurance, written by
former Pennsylvania Insurance
Commissioner Herbert Denenberg,
gives consumers a broad range of
information, designed to enable
them to purchase insurance and
health care knowledgeably and
wisely. To obtain the guide
send a 9" x 12" self-addressed
envelope with 16 cents postage
for each guide to Pennsylvania
Insurance Department, Harris-
burg, Pa. 17120.

• Computer Fire Detection Sys-
tems is an eight-page brochure,
published by Pyrotronics, outlin-
ing high hazard fire areas associ-
ated with computer facilities and
describes how fire can affect
operations. It includes a checklist
for the operations manager. For
a free copy write W. Columbus,
Pyrotronics, 8 Ridgedale Ave.,
Cedar Knolls, N.J. 07040

• You don't have to spend more
to spend better, says Employe
Benefit Dollars, a brochure pre-
pared by Prudential Insurance
Co. of America. It suggests dif-
ferent combinations of life and
survivor benefits which can be
worked out to tailor life insur-
ance protection to employes' true
needs. For a copy write Director
of Group Insurance, Prudential
Insurance Co. of America, 3 Plaza,
Newark, N. J. 07101.

• Practical Risk Management,
written by the principals of War-
ren MeVeigh, Griffin & Hunting-
ton, is a loose-leaf monthly guide
for the active risk manager. Each
issue treats one topic in depth.
Practical and innovative ideas
are offered and its purpose is to
serve as a basic permanent refer-
ence. Annual subscription is $75
of $20 quarterly. Contact Practical
Risk Management, P.O. Box 3998,
I, San Francisco, Ca. 94119.

• Directors & Officers Liability
is a brochure offered by Ameri-
can Home Assurance Co. which
explains the exposures of corpo-
rate and foundation executives,
and cites instances of recent suits
against officers of companies. For
a free copy write American
Home Assurance Co., 102 Maiden
Lane, New York, N. Y. 10005

• Benefacts Inc. has published a
Total Approach to Communica-
tion brochure which explains
how the employer benefits from
the employe benefits program
when employes fully recognize
and appreciate the investment
made for them. The brochure
provides basic information on in-
dividualized intra-corporate ben-
efits communication programs set
up by Benefacts on comprehensive
multi-media levels. For a copy
write Robert Eilerson, vp market-
ing, Benefacts Inc., Hampton Plaza,
300 E. Joppa Rd., Baltimore, Md.
21204.

• Directory-Brown Brothers

Adjusters is planned for the con-
venience of claims managers, in-
surance managers, agents and
brokers. This directory lists

every city and town in seven
western states: Arizona, Califor-
nia, Hawaii, Nevada, Oregon,
Utah and Washington. It gives
current day and night phone
numbers and mileage to the
nearest Brown Brothers Adjust-
ers branches. For a free copy
write Vernon Neufeld, Brown
brother Adjusters, 545 Sansome
St., San Francisco, Ca. 94111.

. Small Businessman's Liability
is a brochure describing a small
business commercial umbrella

coverage. This coverage is for

shopowners, light manufacturing
concerns and service operations.
The brochure is free to agents, Push seal system for
brokers and risk managers. Write
Dept. 12, American Home Group,
102 Maiden Lane, New York , cargo loss preventionN.Y. 10005.

• Weather Insurance is a bro-
chure published by American
Home Assurance Co. which gives
general information on precipita-
tien insurance covering outdoor ac-
tivities, including snow, hail, and
rain. For a copy write Department
12, American Int. Group, 102
Maiden Lane, New York, N.Y.
10005.

. Excess Casualty Insurance, a
new pamphlet from American
Home/National Union, describes
the excess casualty lines being
offered by these companies. For
a copy of the pamphlet write
Dept. 12, American Home/ Nation-
al Union, 102 Maiden Lane, New
York, N.Y. 10005.

NEW YORK-"The guy in
charge of the dock is concerned
with 16sses from water damage.
Insurance companies are. Adjus-
tors of companies are. Managers
of container shipments are con-
cerned. But the foreman, the man
loading the containers is not
concerned. He is only concerned
with the number of shipments he
can get out. He is not willing to
change. He is not willing to take
the time and use the system."

That is what one Life In-
dustries Corp. employe is finding
in marketing a product called
"Life Containerseal System," an
effort designed to educate ship-
pers in container loss prevention.

Water damage was cited as the
second most prevalent cause of

All companies, large or small, need
big-league coverage when it
comes to employee benefits.

Over 1000 companies in the ' '24-
employees or under" market
have agreed, by signing up for
Crown Life's small-group
package, which we intro-
duced last year.

Called CGT 0 in the United
States-for ' 'Crown Group
Trust"-it includesa choice
of term or cash-value life

coverage, plus matching
amounts of 24-hour Acci-
dental Death and Dismem-
berment benefits.

container losses, second only to
pilferage.

How many of these losses

could be cut through using this
system can only be estimated.
The system has only been avail-
able since April and is still being
test-marketed on a limited basis.

UNTIL FURTHER data is col-
lected, it will not be known what
the effect this system will have
on insurance costs either.

Other companies are market-
ing sealants, but Life Industries
claims that it is the first to offer
"a total system".

"Not only does it prevent water
damage to valuable cargo, but it
also helps avoid the frustrations
of losses and loss claims, reduces

Our pennant-winning plan
of benefits has a basic
schedule which provides a
maximum of $25,000 for the
top class, with $10,000 and
$5,000 in the other two. Option-
al coverage brings the totals to
$50,000, $20,000 and $10,000. Total
coverage is subject to individual
state requirements. Evidence of insur-
ability is required for groups of 1 to 4
employees and for the optional additional
coverage on any size group.

The cash-value coverage can be elected
by the individual employee. It is Crown
Life's Bl-GOLI -plus, which offers the retir

ing employee an annuity option as an
alternative to the cash-out

Crown's Group Trust Administration people
have great speed on the base paths, with

*CROWN
LIFE INSURANCE COMPANY

Name

Company_

Address

City

State

0

chain of relationships between

the company professed.

companies, it seems. United

States Lines and Atlantic Con-
tainer Lines have bought the sys-
tem on an experimental basis.
But, it is still too early to tell
whether water damage losses have
been cut.

Life Industries Corp. has in-
vested substantial funds into this
educational project. So far, the
company has received, "a very
nominal volume of sales, less
than $5,000," one employe said.

Why are people so hesitant to
be educated and buy the system?
"It's expensive to buy and people
are not willing to change what
they are doing," it was said.

The total package contains a
cleaner, sealant, strips to prevent
doors from sticking during curing
and a sonic leak locator. •

i ssue ti me cut to
a minimum, and

billing and report-
ing procedures de-
signed for optimum

ease and simplicity.

With the triple-play
of ample benefits;
annuity or cash-
value options;
and fast and

1 simple issue and
administration,

CGT 0 deserves its
high position in the
standings.

To find out the score,
get in touch with your
Crown Life General
Agent or Group Office,

or simply pitch the com-
pleted coupon in to your

mailbox!

(This coverage not available
to employers located in the

state of New York.)

GROUP MARKETING DEPT.

120 BLOOR STREET EAST

TORONTO, ONTARIO

Zip
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Drug liability insurance, in wake of
heavy losses, is a touchy subiect
- ratherNEW YORK Against a back-

drop of heavy losses suffered
in recent years by manufacturers
of contraceptive devices, product
liability insurance for drug com-
panies in general has beconne a
volatile topic, a Business Insur-
ance survey of rnajor drug
companies and underwriters dis-
closed.

"It's been our experience that
most drug companies insure their
disaster potential," a spokesman
for Marsh & McLennan noted.

One industry spokesman said
$100 million in drug liability cov-
erage is not uncommon among
the large companies, who often
self-insure an average of $1 mil-
lion.

A spokesman for Aetna Cas-

ualty & Surety Co. who noted
his company "underwrites a
number of drug companies," said
one company carries a $5 million
deductible.

Retention of large deductible,
"depends on the philosophy of
management," according to a
spokesman for Kalamazoo, Mi.-
based Upjohn Co.

"AS A CORPORATION you can
take a large liability deductible,"
he explained, "because unlike a
property deductible, it'S not

needed for immediate replace-
ment; you can fund for it over a
long period of time."

A spokesman for Smith, Kline
& French Co. said the practice of
insuring product liability with a

number of underwriters

than just one is common.
"Aetna is our primary insurer,"

the spokesman said, "though we
have a number of layers of cov-
erage above what we have with
Aetna."

A product liability special-
ist with Fireman's Fund Insur-

ance Co. who said his company
services the market primarily
"above the $10 million level" said
that such coverage is afforded con-
traceptives as well as other phar-
maceuticals. "Each risk is consid-
ered on its own merits," he stated.

"A company's loss experience
over the last several years is the
major governing factor for the
availability of product liability
insurance and the terms for writ-

ing it," the Aetna spokesman
noted.

However Ken Boyd, underwrit-
er for Special Risk Facilities
Inc., claimed that product liabil-
ity insurance is more expensive
and more difficult to write for

companies involved in producing
contraceptives.

"With contraceptives you're
dealing with something very sen-
sitive-an area. involving a po-
tential for life, where there's
more likely to be heavy liability
involved."

The response of drug com-
panies who manufacture contra-
ceptives contacted by Business
Insurance confirmed Mr. Boyd's
claim of sensitivity.

THE RISK MANAGEMENT

department of Johnson & John-
son Co., whose subsidiary Ortho
Pharmaceutical Co. manufactures
Ortho-novum, a contraceptive in-
volved in lawsuits in the past,
(Business Insurance, Sept. 14,

Are insurance premiums running
through your hands like money?

If the answer is yes, then you should studythe concept
of self insurance.

Our clients, corporate and institutional self insurers,
are profitingevery day by keeping their premiums in
their own working capital. They keep those
premium dollars not some insurance

company.

Your own, customized Gallagher-
assisted program can provide cover-
age for all exposures: property,

automobile, general liability, products liability, dis-
honesty, and workmen's compensation.

Last year we handled more than 27,000 losses
and claims, and we administered client funds exceed-

ing $17,300,000.

To see how you can have a better all
'round insurance program while you
effect major economies, let us give you
a detailed competitive comparison of
ycur present plan. Please contact us.
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1970) has been instructed "not to
comment on the matter of liabil-

ity insurance."
Ditto for A. H. Robins Co., cur-

rently involved in litigation over
certain IUDs. "We'd prefer not to
disclose anything about whether
or not we're insured," the compa-
ny's general counsel said. (See
related story, page 1.)

A spokesman for Syntex Inc.,
whose contraceptives have also
sparked damage suits, disclosed
that "In the past we've dealt with
both Hartford and Aetna." But he

added: "I can't see anything ben-
eficial to publication of our in-
surance information."

Despite the number and severi-
ty of losses suffered by drug
companies, premiums for product
liability haven't increased mark-
edly, a number of spokesmen
told this magazine.

"Our recent renewal quote
wasn't increased from the last

time," the spokesman for Smith,
Kline & French said. "There's

enough of a market to keep
things stable," he added.

The spokesman for Fireman's
Fund noted a downward spiral
for product liability premiums
despite the "dreadful losses."

THE REASON? "Bloodthirsty
competition among insurance

companies," he reasoned. "They
made profits in the last two
years, and as soon as insurance
companies make a little profit
they behave like piranas."

However, losses suffered by
drug companies are clirnbing, he
pointed out. "And when the
downward curve of premium
costs intersects the rising curve
of loss costs a market shortage
will result," he predicted.

This will lead soon to a situa-
tion where product liability in-
surance for drug companies will
be hard to place at any price, the
spokesman concluded. •

Litton goes
direct on fire

insurance

BEVERLY HILLS-Litton In-

dustries Inc. transferred its $1
billion fire insurance policy cov-
ering properties in the U.S. and
Canada from Fred. S. James and

Factory Insurance Assn. to Ark-
wright-Boston Manufacturers Mu-
tual Insurance Co., a company in
the Factory Mutual System.

The change became effective
Aug. 1.

Arkwright has the policy on a
direct basis, James P. Lang, Lit-
ton's insurance director, told Busi-
ness Insurance.

The reason for the change, he
said, was a "substantial rate re-
duction" offered by Arkwright.

Litton has also switched its

foreign coverage, which yields
premiums of about $1 minion a
year, from Johnson & Higgins to
Fred. S. James. The underwriter
is American International Insur-
ance Co., which remains the
same.

Mr. Lang said the reason for
the foreign insurance switch was
"more concentrated service with

people who can speak foreign lan-
guages and travel to Europe." •

Wohlreich expands
Wolreich & Anderson Ltd.,

New York, a member of the
Howden Swann Group, acquired
D.F. Burkhart & Co., a Cleve-
land-based brokerage firm special-
izing in transportation insurance
for Ohio and surrounding areas.
The move was made in the hope of
offering more complete excess and
surplus line services for both the
firm's clients.



Contraceptive liability...
Continued from page 1

A source involved in other

claims against the Robins Co. in-
formed Business Insurance that

Robins is insured by Aetna. How-

ever, neither Aetna, ("We are not
at liberty to comment on this

matter," a spokesman said), nor
Robins would confirm this.

The general counsel for Robins
said "The company's assets are
more than sufficient to meet any
contingent liability from litiga-
tion, even if every suit filed goes
against us for the full amount."

That amount could possibly be
in the millions of dollars, accord-
ing to Carl Valore, a Northfield,
N. J. attorney handling the class
action suit. A state statute pro-
vides for triple damages for "un-
conscionable advertising," which

:. is charged in the suit against
Robins.

There are 21,180 gynecologists
and 880 obstetricians practicing
in New Jersey. Based on re-
sponses to a questionnaire he sent
to a sampling of the New Jersey
physicians, Mr. Valore reports
"95 % of them indicated they've
had an unusually high number of
requests for removal of the Dal-
kon Shield by patients who have
become alarmed about the dan-
gers of it."

THE FOOD and Drug Adminis-
tration has linked the Dalkon
shield with 11 deaths and 209
septic abortions in women who
had been wearing it.

In June, Robins agreed to halt
the sale and distribution of the
device.

Calling the low-pregnancy
rate claims originally made by
the Robins Co. in ads for the Dal-
kon shield which appeared in

Underwriters

to have role

in nat'I. plan:
Assn. official

WASHINGTON-The presi-
dent of the Health Insurance

Assn., representing commercial
health insurers, predicted this
month that any eventual national
health insurance package would
have a prominent role for private
insurers.

Leslie P. Henry, speaking for
the American Assn. of Medical
Clinics here, outlined two possi-
ble roles for private insurers in a
national program.

First, he said, "insurers could
continue as they are now and, in
fact, may have an increased role
in underwriting and administra-
tion of plans for the entire under
65 population.

"Of course, there would be
some modifications. Federal stan-
dards would bring a greater de-
gree of federal control."

Or second, "insurers might un-
derwrite and administer basic
plans for part of the population-
say, the working population-
with the government finances
coverage for either catastrophic
insurance or for the poor or both.
Insurers could serve as adminis-

trators of the government-spon-
sored part of the program."

Mr. Henry contended that fed-
eral takeover of the private in-
surance sectors was not seriously
proposed in Congressional actions
on pensions, workmen's compensa-
tion, and automobile insurance leg-
islation.

He believes Congress will be
influenced by these precedents in
its determination of a role for pri-
vate health insurers. .

medical journals "medical huck-
sterism," Mr. Valore claimed
physicians' malpractice insurance
premiums will rise as a result of
their involvement with the Dal-

kon shield.

Another damage h6 contends
will result from the bad publicity
given the Dalkon shield "is that
IUDs in general, as a valid form
of birth control, will be down-
graded in the eyes of the public."

IN OTHER PARTS of the coun-

try, attorneys are working on law-
suits against Robins. Paul Rhein-
gold, a New York lawyer, is
attempting to organize the efforts
of his colleagues and provide an
information exchange among
them.

"It's my guess that several
hundred suits have been filed

against Robins in the last year,"
he noted. He predicted even more

suits pending, "perhaps even 1,-
000."

Mary Ramey, an Indianapolis,
In. attorney, is handling three
cases against Robins. One, seek-
ing a total of $1 million, alleges
fraud in advertising.

Mrs. Ramey's clients are seek-
ing punitive damages against
both Robins and DLK Inc., hold-
ers of the patent on the Dalkon
shield.

John Caress. another Indianap-
olis lawyer, is handling "about a
dozen" cases seeking damages
"from $5,000 to upwards of $200,-
000."

The most common damages
sought result from perforation of
the uterus, which attorneys claim
result from the crab-like shape
of the Dalkon shield.

Some cases claim severe infec-

tion resulted from the use of the

Dalkon shield; in others the in-
fection was SO severe as to

warrant performance of a hyster-
ectomy, Mr. Caress said. •
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ASIM offers input for
inflation summit meets

NEW YORK-The American So-

ciety of Insurance Management has
offered its "collective knowledge
and whatever appropriate assist-
ance we can provide" to William L.
Seidman, executive director of
President Ford's summit conference

on inflation.

In a letter sent to Mr. Seidman

last week, ASIM president E. Wil-
liam Altstaetter pointed to a study
by Swiss Reinsurance Corp. noting
that insurance premium volume in
the U.S. in 1972 accounted for 7.1 %
of the gross national product.

" WE STRONGLY believe that

consumers of an industry which
accounts for such a high percentage
of our nation's GNP can provide
productive input on inflation," said

Mr. Altstaetter, risk manager for
Pittsburgh-based Rockwell Inter-
national Corp.

ASIM, the largest organized
group of insurance consumers in
the nation, has more than 2,000 cor-
porate members, including 80 % of
the largest U.S. industrial corpora-
tions. Collectively, members spend
in excess of $15 billion on insurance
premiums and services annually,
while administering employe bene-
fit plans covering over 30 million
families.

"One of our primary goals,"
wrote Mr. Altstaetter, "Is to assure
a competitive insurance market-
place in the public interest." He
said ASIM agrees that inflation is
:he number one problem facing the
nation. .

EVERAGE
When it comes to encouraging the growth of the
American Agency System...look to Royal-Globe.
Where does Royal-Globe stand on NAIA's "Report ofthe
Committee on Competition"? Let's look at the record...

Financing Salespower
The committee strongly advocates company

sharing of agency development costs."
Our new Agency Finance PIans, deve opedand tested
for the past two years, are designed to help you
• attract new sales personnel • plan for development
and expansion • reinforce your sales effort.

Claims
"The true product of the insurance sale is
prompt claim payment."

 In the United States alone, Royal-Globe has 116 claimoffices and more than 700 professionals ready to
handleand process yourclaims. Our continuing goal
is fast, fairclaim service. Royal-Globe's "Tele-Quik
system provides you and your clients with immediate
access to all our claim offices countrywide. In addition,
we maintain dozens of drive-in claim offices geared
to rapid response on claims...and we are constantly
expanding this service network coast to coast.

Streamlined Procedures
Agents and companies must continue to work

together to find ways to streamline and
economize their procedures."

 Royal-Globe has been one of the leaders in theautomation of insurance procedures. Our innovative
EDP systems rank among the best in the industry. Our
computerized ROYALtronics gives you one of the
most advanced and flexible automobile and home-
owner processing and direct billing systems available
today. We have participated actively in the ACORD
project, and we are constantly striving to enhance the
benefits of our systems approach to policyholder,
agent and company alike.

Quality Products at Realistic Prices
"For the American Agency System to continue to
compete effectively, it must be able to offer'a good
product at a realistic price"'

Our recently expanded market research and
development division is dedicated to the
development of market-oriented quality products,
competitively priced.

Advertising
"The Committee on Competition recognized
that a vital factor toward the achievement of
its goals was consumer awareness and
identification of the productand its
distribution system."

 Royal-Globe consistently uses the Big "1" symbol incorporate advertising, and has over the years
supported association advertising efforts, including
the recent Southern California Agents' TV experiment.
Ourcommercials on the Notre Came/Wild Card
football schedule aired over the Mutual Radio network
feature the professionalism of independent agents.
We also make available to our agents advertising and
public relations counsel fortheir specific needs.

Underwriting
"...there must be underwriting at the
producer source."

We have under development a system whereby
selected, qualified agents are delegated expanded
personal lines underwriting authority. as part ofour
"contract agent" program.

The above are but a few examples of how
Royal-Globe has for some time been operating
in the context of the Committee on Competition's
recommendations. There are many others. All
this adds up to what we call leverage...and our
continuing commitment to the American Agency
System. See your Royal-Globe marketing
representative for additional information.
Hear 1974 Notre Dame/Wild Card football on Mutual
Radio. Presented by Royal-Globe Insurance.

Royal-Globe Insurance
World-wide shield

against the unexpected.

i YOUR il)*en*nt 1 li, 1t I

Royal-Globe Insurance Companies
150 William Street

New York. N.Y. 10038
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Deadline Oct. 2 for initial premium
on pension insurance; few plans end

WASHINGTON - Employers
have less than two weeks in
which to pay the initial premium
for the new pension termination
insurance established by the pen-
sion reform law.

The first payment is due Oct. 2
from administrators of single and
multi-employer defined benefit
pension plans, although the in-
surance bills will probably not be
mailed until next week.

Single employer pension funds
will be assessed $1 per plan par-
ticipant for the first full year's
coverage, and multi-employer
plans will pay 50 cents per par-
ticipant, says the Employee Re-
tirement Income Security Act.

The insurance bills will be pro-

rated so that plans operating on
calendar years will pay for the
remaining four months left in
1974. Funds' operating on a July
1 fiscal year basis will pay for the
remaining 10 months in their fis-
cal years ending next June.

THERE WILL, however, ap-
parently be a grace period of
about 30 days for late payers the
first time around, Business In-
surance learned. Penalties for late
payments on future bills have yet
to be set, but they are expected to
follow the same pattern as those
for late tax payments.

The new Pension Benefit Guar-
anty Corp., which will receive
the premiums and pay pension in-

PRITCHARD & BAIRD, INC.
REINSURANCE

FACULTATIVE AND TREATY

299 MADISON AVE., MORRISTOWN, N.J. 07960

3550 WILSHIRE BLVD., LOS ANGELES, CA. 90010

surance claims, is already coping
with over 50 claims from plans
terminated during a loophole
period created by the new law.

That period lasted from June
30, 1974, to the Sept. 2 enactment
date of the bill. Employers who
terminated plans in that period
did so apparently without coming
under the new law's liability
feature which says a lien can be
placed on 30 % of a company's net
assets in the event plans are ter-
minated in an unfunded or

under-funded condition.

THE EARLY terminations have
not included any large plans, ac-
cording to the new federal guar-
anty corporation, but two large
unions, the United Steel Workers
and the United Auto Workers,
are already involved.

The steel workers, in fact, ex-
pect to have between 50 and 100
plans representing their members
seek termination insurance cover-
age under the new law.

The large number of steel
workers plans involved is due in
large amount to "creep" provi-
sions written into' many of the
company-sponsored plans that
cover steel worker members.

THIS CLAUSE allows United
Steel Workers to continue accru-

60% About Se#4
.

Have the complexities got you going in circles?
Check with us.

We offer self-insurance services in any configuration of your choice.
We provide management services only; or management services
plus insurance; or insurance only.

SU
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ing benefits for a year or rnore
after a company closes down
operations where members were
actually employed.

One of the early steel worker
terminations was filed for two

plans at the St. Louis Car divi-
sion of General Steel Industries

Inc. That division ceased operations
in August of last year.

The general pension plan, for
hourly workers, covered about
1,000 employes. The retirement
plan for salaried workers, repre-
senting office and technical em-
ployes, covered about 175.

Employers contacted by Busi-
ness Insurance indicated they are
confused and uncertain about what
will happen next after they file
termination notices.

Charles Deaver, supervisor of
employe benefits for General
Steel Industries, said, "We don't
know. You ask half a dozen law-
yers, you get half a dozen an-
swers."

The General Steel plan for St.
Louis Car had a two year "creep"
clause in its language, allowing
laid-off United Steel Worker mem-
bers to continue to accrue benefits
for up to two years after the plant
shut down.

USW officials told this maga-
zine that they believe the plan
should still warrant coverage

under the new insurance provi-
sions since the law states that
plans are not terminated until ac-
crual of benefits halts.

The plan covering United Auto
Worker members was at the

United States Register Co., Battle
Creek, Mi., which closed down its
Michigan operations last year
after a lengthy UAW strike and
moved the plant to Tennessee.

UAW officials said they were
unaware that the company had
sought coverage under the pen-
sion reform act and declined to
comment on the matter.

Labor gives list of

loophole pension cuts
A partial list of notices filed on

plan terminations during the

Shed light on
the real value

of property

"loophole" period includes:

United States Air Compressor Co.,
Cleveland. Oh.

F. Yeager Bridge and Culvert Co., Port
Huron, Mi.

General Steel Industries Inc., St. Louis
Car Division, St. Louis, Mo.

Woonsocket Dying Co. Inc., Woon-
socket. R. I.

Walter Kidde & Co., Dura Corp., Weaver
Division, Springfield, 11.

General Steel Ind., Casting Division,
Granite City, 11.

H. K. Porter Co. Inc.. Crane Co. Divi-

sion, Pittsburgh, Pa.
F. L. Jacobs, Continental Die Cast

Corp. Division.
Gould tnc., UAW pension plan.
Ascon Corp. Retirement Benefit Plan

for Hourly Employes.

GAF Corp. Floor Products Division,
Joliet, ll.

U. S. Register Co., Battle Creek, Mi.,
UAW pension plan.

Adelphia Steel Equipment Co., Phila·
delphia, Pa.

American Ship Building Co., Wilson
Marine Transit Division. Cleveland Oh.

Clipper Brick Co., Detroit, Mi.
Colorado Fuel & Iron Corp., Roebling

Division, Roebling, N.J.
Consumer Metal Corp., Detroit, Mi.
Cargill Inc. Commodities Division, Paw-

nee Rock, Ka.

J.J. Cress Co. inc.. El Montd, Ca.
Black Diamond Enterprises Inc., Bris-

toi. Va.

Delaware River Land Co. 1 nc., Red
Bank, N.J.

Donegal Steel Foundry, Marietta, Pa.
Esmark Inc.. Swift & Co. subsidiary,

Swift Dairy & Poultry Co.
Evans-Aristocraft Industries Inc., Evans

Rule Co. Division.

General Tire & Rubber Co., Aerojet-
General Corp. subsidiary Morse (Robt.)
Corp. Ltd. Subsidiary, Howe Richardson
Scale Co. subsidiary, District Sales &
Service Office.

Georgia·Pacific Corp., Vansant, Va.
Hackensack Cable Corp., Hackensack,

N.J.

Harvard Industries inc., Harvard In-
teriors Manufacturing Corp. subsidiary.

Holzer-Cabot Corp., North Attleboro,
Ma.

ICN Pharmaceuticals Inc., Strong Cobb
Arner Inc. subsidiary. Cleveland, Oh.

international Paper Co., Long Bell Di-
vision, Farnville, N.C.

Corporate officials emphasized
that the original filing notice re-
quired only the barest essential in-
formation, and that even some of
these filings were incomplete. •

-<42----
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Knowing the real value of property will peg your
insurance costs at a realistic minimum. There's no
reason for them to be higher.

Industrial Appraisal Company sheds light on the
real values of all kinds of tangible and intangible
property. And knowing real values rules out pay-
ments for uncollectible over insurance. the after-
loss disaster of under insurance. and the penalties
of coinsurance.
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well-supported, objective appraisals which bring
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mize insurance costs and for a multitude of other
solid business reasons. Call one of our 28 offices.
Or write for brochure 500.
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IMIZZIwashington watch
Work on health bill grinds to a haiti
major effort required to get moving

By RICHARD L. GORDON

WASHINGTON-It took only
72 hours last month to make it

clear to Rep. Wilbur Mills (D-
Ar.) that his House ways and
means committee was in no shape
to make up its mind on national
health insurance.

Rep. Mills admitted as much
when he decided, after three days
of committee meetings, to halt
further work on a health insur-

ance bill and send his 24 commit-

tee colleagues home for a Labor
Day recess to think about the
matter.

The optimistic national health
insurance "bubble" that devel-

oped shortly after President Ford
took office last month quickly
burst when Rep. Mills got the
ways and means committee down
to business.

Business Insurance was told by
sources close to the committee

that it will probably take a major

effort by President Ford, not ex-

cluding some arm twisting, to get
the committee moving again this
year.

AFTER MUCH wrangling and
some very close committee votes,
Rep. Mills said, "It's quite evi-
dent to me that we are spinning
our wheels until we can come up
with something that meets the
general feelings of the commit-
tee."

The committee staff presented
a proposal that would establish

mandatory basic health and cata-
strophic health insurance plans
that would have to be offered by
all employers to their employes
by July, 1976.

Blue Cross-Blue Shield and

commercial health insurance

companies would underwrite and
administer the basic health plan,
but would only handle benefits

payments and administrative
duties for the catastrophic plan.

All individuals not eligible for
an employer sponsored plan
would be participants in an alter-
native insurance plan, offering
the same benefits, to be run by
the states. Individual states would

be allowed to invite private insurer
participation in this area.

The President could delay the
1976 effective date for up to one
year in the event of administra-
tive problems.

The basic health plan bene-
fits package would include un-
limited hospital inpatient services,
except for mental illness; unlimited

If only you had
AFC(Ys extra line
of credit.

Then you wouId dt
have to tie up
all that cash
for insurance
premiums.

Borrow the premiums from Afco. Pay us monthly or
quarterly, out of current income. You don't need a

compensating bank balance, you don't need to disturb

your other lines of credit. And we're sure you'll be able to

think up a way of using that extra working capital. Ask
your insurance agent or broker about Afco. Now.
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physicians' services; unlimited pre-
scription drugs, blood and blood

products, prosthetic devices, and )
other medical equipment and sup- -
plies.

IT WOULD ALSO provide for
up to 100 days per year in skilled
nursing facilities; 100 visits per
year for laboratory and x-ray ser-
vice, outpatient physical therapy
services, podiatrist services, and
other home health services.

For children, unlimited routine
dental services, excluding ortho-
dontia, would be provided until
age 13. Some type of eye exami-
nation and eyeglasses benefit
would be prescribed by regula-
tion, also until age 13. The same
rule would apply for hearing ser-
vices.

Regulations would also pre-

scribe levels of benefits for pre-
ventive care, under the committee
staff proposal. That would include
family planning services, prenatal
and maternity care, and well child
care.

The proposal would provide up
to 30 days of inpatient psychiat-
ric hospital care a year, and up to
60 days for partial hospitalization
for mental illness. Payments for
up to 30 outpatient visits at an
"approved comprehensive care
center" would be provided. For
visits to a private practioner or in
other settings, the benefits ceiling
would be half the maximum

payable at the community center.

THE COMMITTEE staff esti-

mated the premium for this
package to be $220 a year for sin-
gle persons and $540 a year for
families.

Employers must pay 75 % of
the premium cost of the prograrn,
but that amount would be phased

in, under the proposal, beginning
at 65% initially. The employer's
share of the premium could be
increased through collective bar-
gaining.

The actual amount of the total

premium would be left to nego-
tiations between the insurance

company and the employer.
Unlike the labor supported

health security bill, the commit-
tee staff proposal provides both
deductibles and coinsurance.

Deductibles of $150 per person
for most services are provided,
with no further deductible after

three members of the family
have paid that amount for the
year.

After that, a 25% coinsurance
feature would become effective,
but the ceiling for deductibles
and coinsurance would be $1,000.

DRUGS WOULD be subject to
a separate $50 deductible that 1
would be included intlite $1,000 '
ceiling on costs by the insured.

Once past the $1,000 level, the
basic health insurance plan r '
would cover all expenses up to C
$6,000 when the catastrophic in-
surance would take over.

The language surrounding this
provision, however, promises to
spark some tough bargaining.

The committee proposal would 4 
finance this catastrophic cover-
age, which has no upper limit,
through a payroll tax that pri- ,
vate health insurers warn could '
be the "foot in the door" for a

completely federalized health in-
surance industry.

"If that $6,000 figure were
later reduced to $3,000, or $2,000,
you'd have a federal takeover of '
the industry," said a spokesman /
for the Health Insurance Insti-

tute, which represents private
health insurers.

The payroll tax would be lim- 6
ited to $20,000 of income, with a j
0.25% for employes and a 0.75% a
rate for ennployers. t

The committee proposed a
subsidy system that would ease a

the financial impact of possibly ,
Continued on page 15 ,
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Work deaths rise, but
rate declines: Council

CHICAGO--Fatal accidents in 10.55 per million man-hours in
the workplace rose nearly 1 % 1973. The severity rate for all in-
between 1972 and 1973, according dustries averaged 62 days
to a report released by,the Na- charged per work accident.
tional Safety Council. Underground coal mining was

About 14,200 workers were ac- the industry hardest hit by work
cidently killed in 1973, compared injuries, with 35.4 disabling in-
to 14,100 killed in 1972. But the juries per million man-hours
death rate actually declined by (latest figures from 1972). The
about 1 %: during the period, be- transit industry was second with
cause of an increase in the total a frequency rate of 27.6, followed
working population. by meat packing with 27.5 and

Disabling work injuries in 1973 air transport with 27.0.
totaled 2.5 million, up almost 1 % The automobile industry en-
from 2.4 milhon in 1972. But the joyed the lowest frequency rate
NSC noted that "contributing to for disabling work injuries, total-
the increase was an increase in ing only 1.6 per million man-
exposure; employment rose over hours. Aerospace followed with a
3%, more than offsetting a slight rate of 2.2, and the electrical
decrease in average hours equipment industry came in third
worked per week." with a rate of 2.5. •

WORK INJURY costs m 1973

totaled $6.4 billion. This sum in
cluded $2.9 billion in wage losses,
$1.6 billion in medical expenses,
and $1.9 billion in insurance ad
ministrative and claim settlement
costs.

The estimated cost of 1973

work accidents, including the
$6.4 billion in work injury costs,
totaled $14 billion. Fires account
ed for $1.2 billion in losses, and
other costs totaled $6.4 billion.

Workmen's compensation pay
ments in 1972, latest figures re
ported by the Social Security
board, amounted to $4.02 billion
Medical and hospital costs took
$1.23 billion, and $2.79 billion went
for wage compensation.

The frequency rate of disabling
work injuries for all industries
reporting to the NSC averaged

Watch...
Continued from page 14
higher insurance costs on em
ployers. Should premium contri
butions increase payroll costs by
more than three percent, the gov
ernment would pay for a portion
of the excess, starting at 75 %, to
be phased out over five years.

The benefit package did not
come under serious questioning
in the committee, but the meth
ods of financing and its mandato
ry nature drew much attention.

THE COMMITTEE just barely
turned back efforts to make par
ticipation in the plan optional,
something that both the White
House and Rep. Mills oppose, but
the American Medical Association
favors.

The sa... - vote, if approved,
would have allowed employers
and employes tax credits to en
courage thenn to buy the cover
age, as favored in an AMA health
insurance bill.

Not even touched on before the
committee ended the current ef-

fort was a potentially explosive
proposal that would have based
physicians' fees on a state approved
schedule. In order to participate in
the national health care system,
the doctors would have to follow

the schedule, which would be pro-
posed to state authorities by local
medical societies.

The proposal would have re-
quired that a fee schedule and
names of participating physicians
be made available to physicians.

As expected, the proposal also
said that employers would have
to offer the option of a Health
Maintenance Organization (HMO)
,nd that medical practices would
be subject to the review of Profes-
ional Services Review Organiza-
lons (PSROs), committees of doc-
tors designed to guard against
·innecessary use of medical facili-
ties. •
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COMPLETE INSURANCE MANAGEMENT
and ADVISORY SERVICES

Professional - Objective

11.1

Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016
Area Code 212 - 490-7600

Our new Hot Line
brings group customers

much closer to us.
(And benefits producers, too4

Those time-consuming minor service chores Service 800 is designed to supplement the infor-that other companies leave to agents and brokers mation provided in their administration kit and to
are a thing of the past at Phoenix Mutual. Because make communications with Phoenix a little easier.
we've just installed a toll-free Hot Line, called [We've always had theanswers; getting 'through
Service 800. It gives group insurance administra- with the questions has been the challenge.]
tors everywhere instant access to prompt, courte- This latest Phoenix innovation brings custonierous service on procedural problems and unusual service as close as the telephone on their desksdelays of any kind. and this should ring a bell with busy producers.

Phoenix Mutual.
Hartford, Connecticut
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Lawyers question OSHA, consumer product laws
relief, it does not mention any solute liability for the airline with
private civil remedy against the no defense except in the case of
employer for violations of the contributory negligence.
act," Mr. Hollis stated. The amendment raises the

However, the courts do ap- limit of carrier liability to $ 100,-
pear willing to accept OSHA vio- 000 per passenger, Mr. Landry
lations as prima facie or per se continued, and also allows any
negligence in cases founded upon nation to set up a supplementary
an independent or common law compensation fund.
basis, he added.

HONOLULU-The constitution-

ality of the Occupational Safe-
ty and Health Act, (OSHA)
and the Consumer Product Safe-

ty Act (CPSA); proposed amend-
ments to the international agree-
ment for recovery of damages in
airline accidents and the proba-
bility of a future increase in rnal-
practice suits against lawyers
were among topics discussed at
the annual meeting of the Ameri-
can Bar Assn. (ABA) here.

The courts have yet to decide
whether or not OSHA is constitu-

tional, John M. Hollis, a Norfolk,
Va. attorney told a session of the
section on insurance, negligence,
and compensation law.

"The courts have opined that
while the statute imposes a duty
upon employers and enforces that
duty by criminal sanctions and
by creating a right to inj unctive

THE CPSA faces a test in the

area of products liability, accord-
ing to John S. Martel, San Fran-
cisco, Ca., another member of the
panel session.

"The next months will largely
determine the success of the

product safety act in both its
major preventative thrust as well
as its salutary impact on private
litigation," he said.

A third member of the panel,
Warren Freedman, New York,

cited several legal questions in-
volving OSHA and the CPSA
which are still unsettled.

"Is statutory violation of OSHA
or CPSA negligence per se, or
simply evidence of negligence?" he
asked. "Are new causes of action

in products liability created by
these statutes? What is the legal
effect of compliance or non-com-
pliance with CPSA product stand-
ards or OSHA rulings?" he also
wondered.

At another session, ratification
of an amendment to the interna-

tional Warsaw Pact by the U.S.
Senate was debated.

Arguing for ratification, James
Landry, gen eral counsel, Air
Transportation Assn., Washing-
ton, explained that the amend-
ment, called the Guatemala Pro-
tocol, contains a no-fault provision
which establishes a regime of ab-

IN THE U.S. it has been pro-
posed that such a fund be pri-
vately managed and supported
by a $2 surcharge on all overseas
tickets. It would offer up to
$200,000 in additional coverage.

Another key feature of the
amendment, Mr. Landry noted,
stipulates that if the carrier fails
to make a timely offer of settle-
ment after proper notice from the
claimant, the court has the power
to impose on the carrier the costs
of the action, including attorneys'

t4

The subject is self-insurance. A risk management
technique that many growing companies often overlook
or misunderstand.

Especially those that have outgrown their insurance
service.

At Alexander & Alexander, we'll show you how self-
insurance can play a more meaningful role in your total
risk management program.

We'll advise you on certain risks your company might
well assume. Help you budget for predictable business
losses that could cost your company a lot less than the

insirance premiums you'd otherwise have to pay At the
same time, we'll advise you on catastrophe coverage for
losses you can't predict,

It's all part and parcel of Alexander & Alexander's
thorough review aid study of your company's overall
insurance program.

If you'd like more information. send for our free
booklet. It's called "How 10 Tell When Your Company Has
Outgrown Its Insurarce Service:'

Alexander & Alexander Inc., Information Services,
Dept. F, 1185 Avenue of the Americas, New York, N.Y. 10036.

exander
exander

fees independent of the liability
limit.

Arguing against ratification of
the amendment, Harold V Mc-
Coy, an attorney from Mineola,
N.Y. suggested it could be made
more "palatable" if the damage
limit were eliminated and re-

placed with a provision that the
extent of damages recovery be
governed by the law of the parti-
cular country where the victim
was domiciled.

Mr. McCoy also objected to a
proposed $300,000 maximum re-
coverable in an accident.

THE AMOUNT, he said, "could
be insufficient to pay the hospital
or nursing costs of a seriously or
permanently injured passenger,
nor would the amount represent
what the substantial wage earner
might realize in a lifetime."

A growing trend toward legal
malpractice claims was noted in
another presentation by attorney
Lyle W. Allen, Peoria, Il.

Mr. Allen said that state courts
are enlarging upon a ruling made
by the Supreme Court almost 100
years ago which directed lawyers
to ennploy a reasonable degree of
care and skill in the performance
of the duties of the legal profes-
mon.

The state of California, he said,
holds that legal malpractice is the
failure of a lawyer to "use such
skill, prudence and diligence as
lawyers of ordinary skill and ca-
pacity commonly possess and ex-
ercise in the performance of the
tasks they undertake."

An analysis of major claims
against lawyers was made re-
cently by a leading insurance
company responsible for a large
portion of errors and ommissions
coverage, Mr. Allen said.

THE STUDY found that 43 %
of its claims against attorneys fall
within the time element category
which includes missing statutes
of limitation and other dates for
filing.

"It is nonfeasance rather than

malfeasance which gives rise to
the greatest frequency of claims,"
he said.

Approximately 20 % of claims
come from a failure in the prepa-
ration of contractual agreements,
the study found. Another 20%
arise from the negligent handling
of real estate transactions, it also
disclosed.

In a paper jointly presented by
Kurt W. Melchoir and Jan T.

Chilton, both of San Francisco, it
was pointed out that the expan-
sion and enforcement of federal

securities laws is revealing seri-
ous implications in the liability
area for directors and officers of
corporations.

"What has drastically changed
has been the recent interest of a

growing plaintiffs' bar in ex-
panding and enforcing those laws
through private damage actions,"
Mr. Melchoir said.

The pair of attorneys conclud-
ed that as a first line of defense a

director's or officer's duty is to
make diligent inquiry of his cor-
poration or take other affirma-
tive action to avoid securities vio-

lations and also to make full dis-

closure of inside information. •

Globe Aviation to S. F.
Globe Aviation Underwriters

recently announced the opening
of a new office in San Francisco.

Global Aviation is an underwrit-

er-broker for all lines of avia-

tion insurance, and a division of
Hutchinson & Green Inc., a
brokerage firm affiliate of Syn-
ercon Corp. Patricia I. Conti,
CPCU, was named manager of the
new office.



Call the people who cover the territory Your independent agent or b-oker who represents us.
Or write Pete Standbridge, Sales Manager, Kemper Insurance Compan es, Long Grove, Illinois 60049.

Whatever you need, we'll come
helkbent for leather.
We'll ride shotgun on all your shipments-land, air or
sea. With commercial inland marine and ocean

marine insurance tailored and priced to meet your
special needs.

We'll take on tough jobs like insuring
builders' equipment. Or protecting your
entire fleet of cars and trucks. Even

boiler and machinery insurance.
You can get excess property and

casualty insurance from us, too.

thetly'dsoliurancl. But then,
they're not Kemper.
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KempeR c[mpanimInsuRance

We're with you
for the long ride.
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Town saves thousands,
and improves coverage

WEST HARTFORD, CT.-

Town finance director Richard

Russo estimated that savings of
$18,000 to $25,000 were achieved
on a new group insurance con-

tract which provides improved
coverage for town employes.

Recent competitive bidding re-
suited in contracts for both group
life coverage and major medical
with Aetna Life & Casualty,
headquartered in Hartford.

Maximum major medical ben-
efits for town employes are being
boosted, although no new bene-
fits are contained in the group
life policy, which Aetna Life &
Casualty now holds.

The major medical policy was
turned over to Aetna Life &
Casualty by Connecticut General

Life Insurance Co. of Hartford,
effective Sept. 1.

Eight companies bid on the
town contracts, with Crown Life
of Toronto the low bidder for
both categories.

CROWN LIFE bid an annual

premium of $163,862 for combined
group life and maj or medical
coverage; Aetna proposed a pre-
mium of $180,000.

Edward Alger, town insurance
agent of record, recommended
agreement with Aetna, noting the
cost differential was not suffi-

cient "to warrant a change of
carrier on the bulk of the group
life premium."

Mr. Alger added that his com-
pany, Allen, Russell & Allen,

Hartford, has had "a good work-
ing relationship" with Aetna over
the years.

Mr. Russo agreed with Mr. Al-
ger, at the same time expressing
some reservations over not award-

ing the contract to the lowest bid-
der which, he said, may discour-
age the competition for which town
bidding ordinances provide.

Mr. Russo credited the success

of the bidding to a new "competi-
tive climate," fostered by recent-
ly-enacted ordinances opening
competition for insurance cover-
age on a national basis.

Under the new contract, major
medical coverage includes an in-
crease in the maximum claim

that can be made by retired per-
sons over 65 or disabled persons
under 65; a boost from 90 days to
one year in which employes and
dependents can accumulate $100
in medical bills to file claims;
and reimbursement for major
medical expenses at 80 % of ac-
cumitlated costs. •
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Insurer quotes kidnap
costs and coverages

WAUKESHA, WI.-American
XS Underwriters, a special risk
subsidiary of American Com-
panies Inc., here, has broken an
unwritten industry rule by dis-
cussing kidnap insurance.

Quoting costs and coverage,
Gordon B. Phillips, president of
the underwriting agency, shed
light on a subject that has been
kept under close wraps.

Mr. Phillips admitted in a wide
ranging discussion of kidnap in-
surance that most policyholders
are required to maintain silence
about the existence of their cov-

erage.

Insurers are reluctant to dis-
close their roles in kidnap cover-
age, he added, because they
worry about the chance that

widespread knowledge of the in-
surance rnight encourage nnore
kidnapping.

An individual or family with
gross income of less than $100,-
000 a year and with personal
assets of less than $1 million can
purchase up to $1 million worth
of kidnap insurance for an annu-
al premium of $875, he said.

For $100,000 worth of insur-
ance, the annual premium would
be $250, he said. For $250,000 it
would be $400 and for $500,000 it
would be $500, he added.

There are cost variations for

different occupations and extra
charges for various travel expo-
sures, he said. Each policy con-
tains a deductible clause, he
added.

The deductible is $2,500 on a
$100,000 policy, $5,000 on the
$250,000 and $500,000 policies
and $10,000 on the $1 million pol-
icy, he said.

Policies can be extended to

cover extortion money and in-
juries or death resulting from
kidnappings, he continued.

COMPANIES GENERALLY

are able to obtain key man cover-
age up to $5 million, with the de-
ductible based on a percentage of
the policy amount, or a flat
amount, usually $25,000, he said.
Costs to businesses vary consid-
erably, depending on the risks in-
volved, he added.

Mr. Phillips also talked about
kidnap reward insurance, avail-
able only to businesses, in
amounts of $100,000 or $250,000.

Kidnap reward insurance, he
explained, indemnifies the in-
sured for money paid to inform-
ants if it leads to the arrest and

conviction of a kidnapper.
Designed to deter kidnappings,

the reward coverage generally
can be offered to a firm for a

three year, prepaid premium of
$2,400 which would pay for a
$100,000 policy, Mr. Phillips
said.

OSHA guide
to violations

is available
WASHI NGTON-A frequent

business request-a simplified
guide to common violations of
federal job safety and health
standards-is now being made
available by the Occupational
Safety and Health Administra-
tion (OSHA).

There are actually two guides
available, one for general indus-
try and one for construction
firms. Single copies are available
free from any of OSHA's regional
offices.

The booklets contain -sum-

maries of most of the conimon

sense rules OSHA inspections re-
veal are the most frequent source
of cited violations."

In addition to summarizing re-
quirements for certain occupa-
tional hazards, the booklets list in
detail references to particular sec-
tions in OSHA standards where the
user may find the complete re-
quirements.

To purchase additional copies of
the booklets, send orders to the
Superintendent of Documents,
Government Printing Office,
Washington, D.C. 20402.

"General Industry: Standards
Digest" (OSHA 2201) costs 75
cents per copy. "Construction:
Standards Digest" (OSHA 2202)
costs 65 cents per copy. •
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Government politics spark renewed
interest in private medical insurance

LONDON-Fresh interest is

being shown in private medicare
insurance in Britain because of

the Labor government's decision
to confine the country's National
Health Service to public users.

Ever since it was created 25

years ago as a part of the nation's
"welfare state", there has been

an accepted two-tier arrange-
ment by which special fee-paying
patients could get rooms even in

public hospitals for urgent treat-
nnent.

But political motives have led
the government to warn that

these private facilities, which
were introduced to ensure good
relations with the medical pro-

fession, will be withdrawn in the
next two years.

This warning has led to bitter
conflicts between leading sur-

geons and hospital workers, who
are threatening strike action to
enforce their demands to "phase
out" the private-room scheme.

The outcome looks likely to be
an extension of private medicare
plans, which already cover more
than 2.5 million people who were
dissatisfied with the facilities of

the public health service, espe-
cially over long waiting-lists be-
fore they could be admitted to
hospitals for non-emergency treat-
nnent.

One organization, the British
United Provident Assn., which
draws monthly fees from more
than 1 million members, is plan-
ning to build new hospitals.
Other medicare insurance groups
are supporting moves to run their
own health services for urgent
cases, leaving the public health
service to look after routine

needs.

4 * *

TIGHTER RULES for U.K. in-

surance companies are planned
as a result of the collapse of Na-
tional Life Insurance, which had
more than $50 million committed
in funds for 35,000 policy holders,
as well as another $30 million in
real estate investments.

Control schemes which were

brought in earlier this year

(Business Insurance, May 27) to
ensure the safety of the life in-
surance industry failed - to stop
the crisis.

National Life was heavily in-
volved in real estate, which has

slumped in Britain in recent
months, and talks are still going
on to persuade the rest of the in-
surance industry to help National

Life's policyholders.
But there is a natural reluc-

tance on the part of the tradi-
tional insurance companies, in-
cluding some of the U.K.'s major
corporations, to divert their own
funds to a company which had
over-speculated.

Government rules to maintain

the solvency of insurance com-
panies are now likely to be even
stronger than when Vehicle and
General collapsed three years ago
with a $22 million deficiency.

National Life's interests were

confined to the domestic field,
mainly in life risks and real es-
tate, so the world-wide soundness
of the U.K. market in commercial

risks is in no way affected.
***

ACTION IS being taken to
tighten up security at London's
Heathrow international airport,
giving control to Scotland Yard,
instead of the present local air-

port police.
Parliament has been discussing

legislation to achieve this change,
as cargo thefts have been getting
heavy, and the threat of terrorist
activity is always present.

The British Airports Authority,
however, has denied suggestions,
apparently emanating from Wash-
ington, that the airport is so inse-
cure as to pose a real danger to
international airlines.

According to reports circulat-

ing in London, the F.A.A. was

quoted recently in the Washing-
ton Post as saying that eight
major foreign airports could

serve as havens for guerrillas.
Heathrow was among them.

This comment is so critical of

airport security that an official of
the British Airports Authority
said: "I am unaware of any
F.A.A. survey which has named
us as being lacking in our secur-
ity precautions. All security here
is under constant review, but it is

certainly a major problem to
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keep it compatible with running
an international airport on a
proper functioning level."

Hi-j acking and bomb perils are
taken so seriously at Heathrow
that periodically, armed troops
from the British Army join police
and airport civilian guards in
anti-sabotage preventive exer-
cises.

***

DUNDEE, SCOTLAND, is the
home of the jute trade and so its
local fire brigade has probably

more experience in comatting
fires in raw jute warehouses than
anywhere else in the world.

There was a useful lesson for

plant insurers when fire broke
out in a jute spinners premises
where 770 bales were stacked.

The fire brigade used medium
expansion foam to deal with the
fire and flame suppression was so
effective that rnost of the bales

were saved unharmed. This

method was used because water

jets can be very effective to quell

Become a card carrying capitalist.

the fire, but invariably lead to
swelling and bursting of the jute
bales. Carbon dioxide extinguish-
ers can be effective in basements,
but few warehouses are sufficient-

ly gas tight for this medium.
***

LLOYD'S BROKERS are hop-
ing for greater aviation business
from China, especially in the
reinsurance market. It is believed

China may want cover for its
state airline, which carries a hull
value of more than $300 million,
and will also seek passenger lia-
bility cover if it starts scheduled
services to foreign countries next
year. The airline is presently
covered by the government-
owned insurers, the People's In-
surance Corp., which is seeking
'reinsurance facilities abroad if

they prove suitable.
***

SAFETY MEASURES for

ocean diving are to be tested by
the British Navy at its Portland,

Continued on page 22
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h american This telephone card is designed to help you make more
IP life line group sales. It's your direct line to our home office mass

marketing specialists. It will get you fast frank answers
to your questions without subjecting you to the old "run-

./"/4 (800) 328-7402 around" of being transferred from person. to person.
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Here's how it works. When you need mass marketing
information just call the number. Give your name and

IT'S YOURS FREEl your special NALAC account number... and we're at your
service. We think you'll find that your North American Life Line card is a very valu-
able addition to the service currently provided by our company underwriters. Send
for your free card today. Call 800-328-7402 or write to: Mass Marketing Division,
North American Life and Casualty Company, 1750 Hennepin Avenue, Minneapolis,
Minnesota 55403. You'll.be richer for it.
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UFE AND CASUALTY COMPANY
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The number of such suits filed

Employers can't dodge "is picking up though," OSHA
assistant counsel Harold Engel EEOC violations pose
told Bustness Insurance. "All of

b.work safety complaints them don't involve dismissals,
however Many of them involve Ig exposure: Insurer
layoffs or transfers to less desir-

WASHINGTON-The Occupa- who make safety complaints to able shifts. NEW YORK-Noncompliance industries are "the most vulnera-
tional Safety and Health Adnun- OSHA, a state safety agency, or "There is a lot fear among with regulations of the Equal ble" in the area of noncomphance
istration is taking a harder look the employer itself employes and, unfortunately, it's Employment Opportunity Com- with EEOC regulations
at employers who fire or other- justified," Mr Engel said "Many mission is an area of exposure ig- He predicted these industries
wise discriminate against em- THE CONSTRUCTION firm, employers aren't sophisticated in nored by far too many risk would be the target of a number
ployes for complaining about on- Morrison-Knudsen Co,, Inc, of this area and they get mad and managers, according to Daniel of lawsuits charging discrimination
the-job safety or health condi- Boise, Id, has rehired bve of the take it out on the employe who Mosley, president, Central City in the near future
tions discharged employes since the complained Services Inc, a bonding and com-

OSHA announced last month firings took place last October. "And the more inspections we mercial msurance company THE AVERAGE risk manager
that Labor department attorneys The Labor department suit asks to make, the more discrimination "Most corporations in America doesn't know enough about EEOC
have filed suit in Omaha, Nb, have the sixth man reinstated complaints we get from employ- are vulnerable in that they haven't regulations, Mr Mosley said, citing
federal court against a construe- and that all six employes get es," Mr Engel said thoroughly examined their position lack of communication between
tion firm that fired six employes back pay, other benefits, and full In a recent case, Mr. Engle with regards to treatment of wom- upper level management and the
for complaining about what they semonty. said, an employer obtained from en and minorities," Mr Mosley risk management department as
considered unsafe dust and high Until early this year, OSHA of- a state safety agency an anon- said in an interview the heart of the problem
wind conditions on a project site ficials in Washington had only a ymous complaint and compared From his office in the heart of "Risk managers need to be in-
near Sutherland, Nb. vague idea of how many of these the handwriting on the com- Wall Street, chosen because lt of- volved in corporate policies at all

The Occupational Safety and Clvll actions were pending, but plaint to that of his employes The fers the minonty-run company stages-the conceptual level, the
Health Act prohibits employers Labor department lawyers now es- employe whose handwriting "high visibility in the financial contractual level and in their im-
for discharging or otherwise timate there are about 35 such matched that on the complaint community," Mr Mosley noted plementation," stated the president
discriminating against employes suits pending in the courts form was fired, Mr. Engel said. • that the insurance and financial of the two-year-old insurance firm

whose clients have Included the

Chase Manhattan Bank, Continen-
tal Can Inc. and Ambrose August-
fer

Mr Mosley suggested risk
managers should be sure that
their companies are in compli-
ance with EEOC regulations and
that steps to see that the entire
organization is committed to a
policy of comphance

"This commitment must be

1
translated into specific quantita-
tive goals," he said, "For exam-
ple, in the number of minority
hirees per year, promotions per
year and dollar deposits in mi-
nority banks "

1 1:_ in 1965 Hurricane Betsy left a wabe of ieoastation est mated at more
_- 3--, than $715 m ltion It wasone ol the wo st wmdstorms in US hstory London.
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Dorset County, naval base m the
hope of achieving .saturationZE==Se --- --------EHEESEWEESSEBE

depths" which will benefit sal-
vage and 011-rig corporations

-Ir

Naval divers will wear newly-
1 invented armor sults which allow

T

greater movement than is possible
L with conventional ultra-deep-sea

=r-=-r- -5iria=Lir- ==---* equipment
The suits have been con-

-1*

structed by a UK firm which
believes they will be safe at the
extreme depth of 1,000 feet and*5 4.' * 0-K #£ A / Igr ' 1
will still allow divers to surface

quickly without the need of ,
spending hours, even days, in a

---=-=-uSia,a decompression chamber

--

U.S. SCHEMES for employers
to pay for all or part of employe

L

12Z insurance on personal possessions
--

--- -r...:./3 like autos will increase m the fu-
4

1 ture, says Fritz Gerber, chief
42 general manager of Zurich Insur-

ance Co, who sees these new

11 24» group plans as the first stage in
wider future fringe benefits

For these might mclude not
only paynnent of insurance pre-
miums, but also monetary aid
towards rent and other domestic

,,

responsibillties, he suggested.
He comments in the Swiss

YLL Credit Bank's quarterly bulletin
"Insurers will in the future have

1 to make even greater efforts to
2, ,., ' <c. - 46#AFF 4**M<ir-JA- recognize market requirements

1>, 1 , ft A new aspect is opened up by the
tendency in the U S. for the per-
sonal insurance requirements of

*1,% 1*%*tr. individual employes, such as
1*s, 7. cover for autos, household goods,

etc to be met by insurance taken

Extraordinary events call for extraordinary people. out by the employer. Premiums
are deducted direct from salaries

The value of reinsurance is measured by In any event, call the professionals at and paid to the insurers
its ability to provide long range protection on General Re You'll find them in New York, "Should this trend prevail, far-
a day-to-day basis Even when a day Atlanta, Chicago, Dallas, Hartford, reaching changes would be un-

brings disaster p.4 Los Angeles, San Francisco, Montreal, avoidable. The next step might be

for other recurring obligations
Li19 Toronto and London

such as rent, purchase instal-

-r GENERAL REINSURANCE ments, mortgage payments, and

Americat leading professional reinsurer even contributions to savings and
investment schemes covered by

Home Office life insurance, to be financed in
600 Steamboat Road, Greenwich, Connecticut 06830 this manner Long term, this
Head Omce m Canada 44 King Street West, Toronto nught open up interesting possi-

bilities "

--
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editorial opinions

Communicating
THE EMPLOYEE Retirement Income Security Act of
1 1974, signed by President Ford during rose garden cere-

monies on Labor Day, has been hailed as a mammoth piece of
legislation that will, among other things, protect the pension
rights of 30 million American workers.

That may be an understated description for employe bene-

fits managers, for the new legislation is certain to bring new
duties and responsibilities for corporate executives in bene-
fits management.

One area that is going to require some swift response from

benefits managers falls under the general heading of commu-

nications. Specifically, administrators of pension or welfare
plans are required to provide participants and/or beneficiar-
ies with seven things:

e A "summary plan description" that's written in a man-

ner calculated to be understood by the average plan partici-
pant. This must be provided within 120 days after the
effective date of the plan, or 90 days after an individual be-
comes a participant.

• This must be updated every fifth year, or every tenth
year if there have been no amendments.

• A summary of any "material" modifications of the plan

within 210 days after the end of the plan year.
c A copy of the statements of assets, liabilities, receipts,

disbursements (a fair summary of the plan's annual report,

in other words) 210 days after the plan's year-end.

• Various copies of the plan's description, annual report,

bargaining agreement, trust instrument or other plan docu-

ments within 30 days after written request.
• A statement of total pension benefits accrued and the

time and amount of vesting must be provided upon written

request at least once a year.

• A statement as to a terminated vested participant's ben-
efits and rights within a proscribed period after the end of

the plan year in which such participant terminated must also

be provided.

To be certain, the new regulations go far beyond any that

business or industry has voluntary subscribed to in recent

years-and they are over and above other reporting require-

ments mandated by the law, reporting requirements that

must be fulfilled with the U. S. departments of Labor and the

Treasury.

During the long and tedious debates surrounding drafting

and re-drafting of this measure, we've heard chortling by
benefits managers to the effect, "How do you write a 'sum-

mary plan description' in a manner calculated to be under-

stood by the average plan participant?" In fact, it was only a

little more than a year ago when a Labor department official,
who was queried in similar fashion as to how a benefits man

could comply with the new D-lS form calling for a simple
summary plan description, responded by saying, "Frankly, I
don't know."

Chances are the Labor department still does not know and
won't be much help now. But the Employee Retirement In-
come Security Act is now law. The ball- is in a new court.

Criminal sanctions may be imposed on persons who willfully

violate the reporting and disclosure provisions of the act.

That means that a corporation's top management could be
culpable. The pressure will be on employe benefits execu-

tives to see that the law is complied with.

It will be some time, of course, before all implications of
the act are digested. But it behboves benefits managers to

raise the fork to their mouths and begin chewing.

Subtle provision
f-'h NE OF THE more subtle provisions of the new pension
V reform law appears to support the contention of the
Justice department that certain restrictions on group legal
insurance plans being pushed by some lawyers' groups may
run into serious antitrust objections.

Under the provision, which is really unrelated to pension
benefits but does deal with jointly-managed welfare plans,
limits that were recommended by the American Bar Assn.
last February on lawyers' participation in so-called "closed
panel" insurance programs will almost certainly be prohib-
ited. (A closed panel plan permits a subscriber to take all his
legal problems to a group of salaried full-time lawyers who
do not have outside clients, closely akin to health mainte-
nance organizations in the health insurance area.)

The recommendations adopted by the ABA would have
made it difficult-if not impossible-for closed panels to op-
erate, and would have thus defeated many of the advantages
and economies of group legal plans. Under a provision of the
new pension law, however, any state law that interferes with
a labor union's right to bargain with an employer for any
kind of legal insurance plan it chooses would be invalidated.

The grovision will presumably put some cement to the Jus-
tice department's feelings that such moves by the ABA and
others could restrict competition. We're not sure how it
sneaked into the retirement income security measure, but
better :here than nowhere. The legal delivery system is
subject to the same abuse and waste known for years to the
medical field, and an ounce of prevention now is worth....

Red faces?

 FFERED WITHOUT comment:Earlier this year the Labor department inspected an
11-story Washington, D. C., office building used by the Occu-
pational Safety and Health Administration. More than 300
"hazardous conditions" were uncovered during two days' in-
spection. Among them: A cabinet for a fire-extinguisher had
no door handle and was sealed shut with paint; no emergen-
cy lighting system on the stairway between several floors; a
below-ground room connecting the building and the garage
had trap potential-both doors to the room could be locked
from the outside.

letters
This column is a readers' for-

um. Letters are welcome. Address

letters to the Editor of Business
Insurance, 708 Third Ave., New
York, N.Y. 10017.

Social Security
To the Editor: Your editorial,

"Now let's reform Social Secur-

ity" (Aug. 19), is great! But tell
me why the ultimate answer
isn't based on supply and de-
mand, eventually requiring that
eligibility for pensions or Social
Security be raised to a higher age
(except for those unable to
work) so that more people will
be contributing to GNP and
fewer of us erroding it, which
will be the case more and more
as more and more are either in

school (to age 25) or retired (age
57 and up).

R. G. Tyrrell Sr.
Elmirma, N.Y.

Umbrella liability
To the Editor: In the August 5,

1974 edition of Business Insur-

ance there was an editorial opin-
ion titled "Tragic reminder." It
was an extremely interesting edi-
torial and points up the need for
companies of all types to carry
high limits of liability on their
general liability insurance.

The Cincinnati Insurance Co. is
very active in writing commer-

cial and personal catastrophe lia-
bility policies. We'd like your
permission to reprint this editori-
al to distribute to the agents that
represent us. They could then use
this reprint for their insureds
pointing out the need for umbrel-
la liability.

Your permission to reprin. this
editorial would be sincerely ap-
preciated.

Fred Kolish

Manager, special risks, The Cin-
cinnati Insurance Co., Cincin-
nati, Oh.

Editor's note: Permission granted.

HMO expertise
To the Editor: Our firm(s)

have been reading with great in-
terest the wide range of articles on
Health Maintenance Organizations
published by B.I. The articles run
the gamut from fact to fiction.

Your Aug. 5, 1974 article, "Pre-
diet Slow Progress for HMOs,
Also Expected to Bring Woes for
Insurers", contained a comment
from Mr. Doug Halbert, Aetna
Life & Casualty, which expressed
his concern over the lack of ex-

pertise in the HMO field. We
share his concern.

Our organizations are totally
HMO oriented. We have estab-

lished 11 operational HMOs in
the past 22 months; all are self
funded. We have also conducted

Continued on page 26
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You think big We think big.
to handle jumbo-risks. Up to millions of dollars
capacity. Plus the diversiy of experience that
enables us to price our risks competitively.

And one thing more: Our engineering
specialists are our engineering specialists. On staff.
Not free lancers. They're beavily experienced and
strongly motivated to improve your risk.

We'll even think sall, if you wish. Because,
if necessary, American Home is ready to consider
covering just part of a major construction project,
as well as the entire project.

Send the coupon today for more information.
You'lllike the way we thilk.

There's virtually no construction operation that
American Home won't consider for Builder's Risk

insurance.

l From cloud-scraping buildings to underwater
tunnels.

From missile bases to sewage treatment
plants.

Highways, utilities, liquid natural gas
storage facilities-all of them are king-sized projects,
and all of them can involve king-sized risks.

That's one reason why so many contractors
-through their agents and brokers-are turning
to American Home. .

We've got the kind of capacity that's needed  -
We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place

,4
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4
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Name

Title

Company

Addre..

City <t:,1,

/F' A Member Company of
FIL'  American International.Group.

business with American Home.

t

0

American Home

Assurance Company /
Dept. BI694,102 Maiden Lane, New York, N.Y. 10005

Please send me information about your Builder's Risk In-
surance.

I am also interested in receiving information about the cover-
ages indicated below.

0 Commercial Multi-Peril 0 Pipelines
U Contractors Equipment U E.D.R

7,7
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Mauck steps down...
CHICAGO--Illinois insurance

commissioner Fred Mauck stepped
down from his post September 16
and Robert B. Wilcox has been ap-
pointed by Governor Daniel Walk-
er to assume the office.

Commissioner Mauck said he

will return to private law prac-
tice. Mr. Wilcox is leaving his job

as vice president and general
counsel for Marsh & McLennan

Inc. to take the commissioner's

post.

Letters ...
Continued from page 24
36 three-day conferences on

HMOs since October of 1972 and

published 12 articles on the

subject. The purpose is to over-
come a lack of expertise in the
HMO field and to train and in-

form carriers, agents, competi-
tors, physicians and consumers.

Before a carrier establishes a

position on HMOs we would cer-
tainly recommend their investi-

gation of the HMO program from
HMO and not insurance experts.
A classic example of expertise
was demonstrated by an (insur-
ance) HMO expert from New
York who came to our offices in

Newport Beach fully informed
about "capitulation" in an HMO.

William J. Kenyon

Senior field representative, Na-
tional Health Care Systems Inc.,
San Francisco, Ca.

Outdated statistics

To the Editor: We have read

with interest your July 22nd edi-
tion of Business Insurance and

we are appreciative of the recog-
nition given to Reed Shaw Osler
Limited. That report does, how-
ever, contain certain references
and outdated statistics.

Reed Shaw Osler Limited for-

mally merged with A. R. Sten-
house & Partners Ltd. of

Glasgow, Scotland in June of
1973 effective October 1, 1972.
We provided you with available
details on financial operating re-
sults on a cornparative basis
where available for our fiscal

period ending September 30, 1973
which reflected the results of the

merger. For the first time in our
published results for 1973, we re-
ported actual world-wide premi-
um volurne figures for the

current year only. The 1972 sta-
tistics for premium volume and
number of employes as reported
on page 87 is based on the infor-
mation submitted in 1973 reflect-

ing the position of Reed Shaw
Osler prior to the merger.

Recently RSO also merged
with Insurance Consultants, Inc.
of St. Louis, Missouri. It was our
intention that we would have one

corporate listing in your maga-
zine which would enconnpass In-
surance Consultants Inc. and this

was accomplished through your
cooperation. Based on informa-
tion submitted, an analysis of a
revenue/employe ratio was cal-
culated indicating that our com-
pany ".... registered a whop-
ping gain in the number of em-
ployes per million dollars worth
of gross revenues, with a ratio of
62 now versus 52 only a year ago."
Your conclusion that the increased
ratio ':.., may be attributable to
Reed Shaw's aggressive acquisition
activity in 1973 and so far in 1974."
is only partially complete since the
employe count includes Insurance
Consultants, Inc. personnel while
the gross revenue figures for that
company are not reflected.

D. J. Sydor

Assistant secretary, Reed Shaw
Osler Ltd., Toronto, Canada

In his retirement announce-

ment, Mr. Mauck dispelled ru-
nnors that Governor Walker

asked him to step down. "For
some time I have wanted to re-

turn to the private sector, and the
governor was advised of this," he
said.

" (Governor Walker's) deter-
mination to make the department
of insurance 'consumer oriented'

has permitted us to make basic,
fundamental changes in the de-
partment in order to give real
service to insurance consumers,"
he added.

Mr. Wilcox said it was too

early for him to know what
changes, if any, he would make
in the insurance department. But
he noted that he had "a great
deal of respect" for Mr. Mauck
and the department he is inherit-
ing. .

I.

Fred Mauck

Former Il. insurance commissioner

. . . and has this to say
CHICAGO-"There is nnore

apparent power in the director of
insurance than there is real

power. If you review the state in-
surance code, the power given
under one section is removed
under another section."

Illinois insurance director Fred

A. Mauck gave this retrospective
view of his office's authority in a
recent interview with Business In-

surance. Mr. Mauck is leaving his
post Sept. 16 when Robert B. Wil-

cox, a vp of Marsh & McLennan,
inherits the title of director.

"I must conclude," Mr. Mauck
said, "that those who talk about
the power of the insurance direc-
tor are representaltives of the in-
surance industry who know in
reality that this power is severely
restricted and limited."

One example of the Illinois
director's token powers is found

in the state's unfair trades and
practices act, Mr. Mauck noted.
"When read carefully, one sec-
tion says a company cannot be
held responsible for any actions of
its agents or representatives unless
company officials actually know of
the act or ratified the act.

"THIS IS AN incredible provi-
sion for me," he said. "It wipes out
the common law principles of
agency where the principal is held
responsible. The companies know
as long as they stay clean they
can't get hit for what their agents
do out inthe field.

"It would be a far more effec-

tive pnforcement device if the
companies were held responsible
for what their agents did."

Mr. Mauck said he believes the

department is doing "as effective
Continued on page 27

Regularinsurance vs.

A You pay your premium; you
protect your physical assets.

Regular insurance protects your client's physi-
cal assets. Cash Flow Insurance© does thattoo - and

goes one better.
Cash Flow Insurance is not just another insur-

ance policy. It's INA's term for a comprehensive pro-
gram of insurance and insurance-related services.

Together, they can protect not only your client's
assets, but his cash flow position as well.

Cash Flow Insurance was developed to meet
your client's changing business and insurance needs.

It may well give your client more protection
than he now has, and cost him less. And it can work



Continued from page 26
a job as can be done under the
state insurance code." But he
added that "it's time to have an

entirely new insurance code." It
should provide the policyholder
the right to obtain a refund if he
has been overcharged by an in-
surer, plus treble the refund
amount as damages.

This way, Mr. Mauck pointed
out, the consumer not only re-
gains what he's entitled to, but
receives additional money to pay
for the time and effort put into
righting a wrong.

This code provision, giving
the insurance buyer "direct

rights," would also be a boon to the
director, Mr. Mauck said. Under
the current code, the director must

intercede on behalf of wronged in-
sureds by ordering the insurance
company to issue a refund.

"It would produce a better
marketplace in terms of essential
fairness and equity," he added.

The post of insurance director,

which Mr. Mauck has held since

February, 1973, is "like any other
job," he said. "You can make as
much or as little of it as you want
to. If you're going to insist upon

absolute impartiality and essen-
tial fairness, and if you're going
to decide all issues on their mer-

its, then you're going to bite off
an awful lot. You in fact bite off

a job that demands an awful lot of
time, energy and concentration."

MR. MAUCK said his biggest ac-
complishment as insurance direc-
tor has been "reorganizing the
direction of the department. This
carried with it many new programs
which are now well-established

programs of the department."
The Illinois insurance depart-

ment became more active in regu-
lating insurers, Mr. Mauck ex-
plained, by examining claims han-
dling while auditing insurance
company funds.

"Field examinations typically in-
volve auditing to see whether re-

serves are ade,

said. Current er

vestigate wheth
dled fairly.
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Cash Flow Insu

You can improve your cash flow .
position by letting INA help you
package and secure cargo for
shipment, so it gets where it's
going in good condition.

661
A You can improve your cash flow

with INA Rehabilitation Serv-

ices, which get accident victims
back on the job faster.

You can protect against cash
flow losses by letting INA help
you find markets for distressed
or damaged merchandise.

A You pay your premium, pro-
ted your physical assets, and
also have the option of using
services that protect your cash
flow position.

You can protect your cash flow
position by making sure your
plant is insured for its full cur-
rent replacement value, with
INA Real Property Evaluations.

©1974 insurance Co. of North America'

for almost any sized business, large or small.
Remember Cash Flow Insurance. Your clients

will be reading about it in the major business and
news magazines starting in October.

It's the newest way to put our imagination to
work for you. IT PAYS TO USE IMAGINATION®
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Nov. 11 issue to focus

on various services
CHICAGO-Risk management

and insurance services will be

the focus of a spotlight issue of
Business Insurance Nov. 11.

Among the topics to be covered
in stories for this issue are:

. loss control engineering ser-
vices, including safety engineer-
ing and fire protection programs;
• captive insurance company

management services;
• workmen's compensation

administration services;
• group benefits administra-

tion services;
• OSHA consultation services;
• risk management consulting

services;
• electronic data processing

and recordkeeping services.
With loss control becoming a

ance.

2144(rof#

You can protect cash flow by
consulting with INA to be sure
yoL comply with all OSHA
regulaaons.

1 RECALL WINDOW

You can protect cash flow
against customer claims and
product recall by counselling
with INA on the Consumer

Product Safety Act.

You can minimize loss of cash
flow through INA Loss Control
Services, which anticipate acci-
den-s instead of just paying you
after they happen.

INA INSURANCE COMPANY
OF NORTH AMERICA
AN INA CORPORATION COMPANY

.

bigger part of risk management,
partly as a result of increased
self-insurance of property and
casualty risks, onsite engineering
services seem to be more in de-

mand. Such services are being of-
fered by some leading property
underwriters as well as brokers

and independent engineering
firnns.

CLAIMS AND LOSS adminis-

tration services are playing a
larger role in both benefits man-
agement and workmen's compen-
sation. Self-insurance of these

areas, too, has boosted demand
for administrative services of-

fered by insurers, brokers and
service firms.

These administrative services

often involve an even narrower,
specialized data processing func-
tion which is becoming a new
area of concentration for suppliers
of information-handling equip-
nnent.

Risk management audits and
help on specialty risks and cover-

ages are the calling cards of a
growing number of independent
risk rnanagernent consultants

working on a fee for service
basis.

Readers who wish to contrib-

ute information and ideas for this

spotlight issue on risk management
and services should contact Busi-

ness Insurance managing editor,
Susan Alt, 740 Rush St., Chicago,
Il. 60611. •

Conference to

zero m on

marine issues
HOUSTON-The Houston Mar-

iners Club has scheduled its ninth

annual marine insurance seminar

for Oct. 6 through 8 at the Houston
Oaks Hotel.

Since its inception, this semi-
nar has become one of the maj or
marine msurance conferences in

the country, with an internation-
al roster of speakers and an
international audience.

This year the meeting will
focus on maritime law as well as
current trends in marine insur-

ance and industry problems.
Speaking on recent developments
in the law of container carriage
will be George B. Freehill, senior
partner of Freehill, Hogan &
Mahar, a New York law firm.
Developments in maritime perso-
nal injury law is a topic to be ad-
dressed, by Edgar F. Barnett,

partner in a Lake Charles, La.
law firm. Warner F. Brock, an

attorney from Houston, will dis-
cuss the plaintiff's view of ma-
rine operations.

INSURANCE TOPICS include a
look at three years of claims ex-
perience for the Water Quality In-
surance Syndicate of New York, a
summary of the present state of
North Sea development and a
speech by Roy D. Jackson, presi-
dent of OIL Insurance LTD. of

Hamilton, Bermuda on plans for
insurance for offshore drilling op-
erations.

John Armstrong, vp of INA
will speak on insurance for the
fishing industry, and Marcel J.
Koster, president of U.S.P. & I.
Agency Inc., New York, will take
a look at major marine property
and indemnity problems.

The registration fee is $60, and
can be sent to J. H. Baldes & Co.

Irc., P.O. Box 22003, Houston,
Tx. 77027. •
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Emerging need for better protection for trustees

Hospital board buys ne -
DALLAS-A $1 million policy

covering hospital directors', offi-
cers' and trustees' liability
(DOT) was purchased by the
Dallas County Hospital District
Board, Business Insurance learned.

The policy, underwritten by
the Argonaut Insurance CO.

through a local agency, was pur-
chased through the Texas Hospi-
tal Assn.

Premiums for the Dallas board

are $2,000 for three years. This is
the minimum rate and will insure
the first 12 directors and officers.
For additional board members

the rates are $125 each for the
next eight members, and $60
each for the next 10. Coverage up
to $2 million is 140% of the $1
million policy premium, ranging

up to 160% of the $1 million poli-
cy premium for $5 million worth
of coverage. There is no deducti-
ble. (See related storv, page 55.)

DOT LIABILITY insurance is

described by Argonaut as ". . .
designed to protect directors, of-
ficers and trustees of hospitals
against direct loss to themselves
while performing in their indi-
vidual or collective capacities in
the hospitals.

"The policy reimbursement
clause provides protection to the
hospital for obligations assumed
in its bylaws or other agreements
to reimburse trustees and officers

for personal losses through legal
actions against them," Argonaut
explained.

$1 million D&0 policy
In addition, the hospital ad-

ministrator is covered under the

policy regardless of whether the
person is classified as a director,
officer or trustee.

The Texas Hospital Assn.,
which is the Texas state branch

of the American Hospital Assn.,
annually pays out more than $20
million in insurance premiums
for a variety of policies covering
its members. The association ob-

tained the DOT policy on a com-
petitive bid basis.

Situations which could incur

the liability of a hospital director,
officer or trustee are often not

included in standard hospital
professional liability policies, ac-
cording to sources familiar with
the coverage. Examples include:

• failure to preserve qualifica-

tions for tax exemptions;
• failure to set hospital policy

in connection with community
health needs;
• failure to act on an apparent

conflict of interest situation in-

volving a fellow board member;
• improper selection or super-

vision of an administrator;
• discrimination in admission

standards;

• failure to obtain government
funding;
• failure to maintain an ade-

quate insurance program.

THESE EXCLUSIONS, howev-
er, from most policies, are cov-
ered under the Argonaut DOT
policy.
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The new 24-acre Chattanooga Choo-
Choo tourist center is on the right
track. When they wanted multiple line
coverage, they turned to The Home
for protection.

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

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

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

"Choo-Choo insurance" or as down-

to-earth as multiple line retail cover-
age, contact your broker or look for

+ your Home agent in the Yellow Pages.

Home w,v
Insurance

* Companies
A CITY INVESTING COMPANY GROUP

It is generally felt in the insur-
ance field that directors' and of-

ficers' liability insurance has

slowly becorne a necessary fornn
of protection for large institu-
tions, particularly hospitals,
where malpractice exposures

have increased as well, due to an
increased number of suits, and
rising liability judgments.

A spokesman for the Argonaut
Insurance Co., one of several
companies offering this insur-
ance, claimed that the number of
DOT policies sold has had its
biggest increase within the past
five years, although the policy
has been available for at least 10

years.

Another Argonaut spokesman
attributed the policy's recent
popularity to "an increased con-
sciousness of suits in the hospital
industry" and an awareness of
the number of potential situations
in hospitals which may give rise to
suits.

The "poor financial situation of
hospitals," is another reason the
spokesman believes D&0 cover-
age is in greater demand today.
These economic problems stem
partly from the hospitals' diffi-
culty in collecting payment from
Medicare, Medicaid, Blue Cross
and other health benefit plans,
according to this spokesman.
Charitable contributions to hos-

pitals, once an important source
of income, have also declined in
recent years. Thus, hospitals are
potentially less able to withstand
the financial impact of liability
awards. .

OSHA names

investigative
committee

WASHINGTON-A special
committee to investigate proce-
dures for the ranking, labeling,
and handling of hazardous indus-

trial materials was named by the
Occupational Safety and Health
Administration (OSHA).

The 15-member panel includes
four representatives from em-
ployers. They are:

• Richard B. Berman, director
of labor relations for the Cham-

ber of Commerce.

• Dennis P. Bridge, manager
of environmental control, PPG
Industries, Pittsburgh, Pa.

• Merdaunt P. Redford, direc-
tor of safety, Norfolk Shipbuild-
ing & Drydock Co., Norfolk, Va.

• C. Boyd Shaffer, director of
toxicology, American Cyanamid
Co., Wayne, N.J.

EMPLOYES WILL be represent-
ed by officials of the United Auto
Workers, Teamsters, Internation-
al Chemical Workers, and United

Rubber, Cork, Linoleum and
Plastic Workers unions.

Government agencies repre-
sented on the panel are the
Transportation department's of-
fice of hazardous materials, the
Environmental Protection Agen-

cy, Consumer Product Safety
Commission, and the National In-
stitute for Occupational Safety
and Health.

The panel's three public mem-
bers are Dr. Robert B. Beckman,
dean of the University of Mary-
land's college of engineering;
Miles E. Woodworth, specialist
with the flammable liquid field
services of the National Fire Pro-

tection Assn.; and James C. Rob-
ertson, Maryland state fire
marshall. I
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labor beat

Teacher's unions unable to keep
pace with other industry groups

By JUDI TALIT

NEW YORK-Collective bar-

gaining is a relatively new phe-
nomenon for teachers. It has been

only ten years since thestate of
Michigan first allowed teachers
to bargain collectively, and more
than one-fifth of the 16,000
school districts across the country
are still denied that right.

"About half the states are still

struggling to bargain collective-
ly," an American Federation of
Teachers (AFT) spokesman told

Business Insurance.

It is little wonder that the ben-

efit picture varies across the
country, running the full gamut
from complete, fully-paid plans
to no benefits at all in many
Southern states.

THE MYTH of substantial

teaching benefits is being de-
bunked, as teacher groups are
unable to keep pace with other
unionized industry groups. Infla-
tion is hitting middle class teach-
ers hard. In many areas, teacher

benefits are so low that teachers

are eligible for food stamps, the
union said.

This fall, more than 400 local
school districts in New York

state, and 3,000 to 4,000 locals
across the nation will be negotiat-
ing for new benefits.

Hot issues for teacher groups
stem from the spiralling infla-
tion. Many teachers are demand-
ing a cost-of-living clause as
standard language in contracts.

At least 50% of the teacher

associaticns are provided with

group life insurance and major
medical coverage. For those

groups, benefit issues being con-
templated include vision care and
dental plans.

Most issues being brought up
come from locals trying to equal
one of the better benefit plans for
teachers in New York City. New
York City teachers have a fully-
paid dental, optical, prescription
drug, major medical, life insur-
ance and accident and sickness

disability package.

NEW YORK STATE school

districts are pushing for a similar
package. Some 750 districts are
asking for inflationary compen-
sation, as well. They are· asking

for at least an 11% pay increase
to keep pace with rising costs.

Except for school districts in
New York, Pennsylvania, New
Jersey, Michigan and parts of Il-
linois, the benefit picture is "fair-
ly grim," the AFT spokesman
said.

You never know what you'll run into
in the group business.
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So remember Provident.

We'll keep your group from colliding with the unforeseen.
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the PROS in

group insurance

Providqnt
GROUP DEPARTMENT

CHATTANOOGA

"Teachers are falling further
and further behind. Benefits have
never been close to other union-

ized industries. Generally, this is
attributed to a lack of bargaining
power of about half the teachers
in the country," he continued.

In an attempt to increase
teacher power in the state of New
York, the American Federation
of Teachers merged with the Na-
tional Education Assn. (NEA).
Legislative power was increased
and 50 % more money for bene-
fits was provided, since the state

supplies that amount for public
education.

There has been further talk

about merging the groups on a
national level. But, last spring,
talks broke down when internal

political differences between the
two groups became compounded.

Under the possible rnerger

agreement, NEA wanted to re-
main independent. The AFT
wanted the group to become part
of the AFL-CIO. The NEA want-

ed to elect officers by secret bal-
lot. The AFT wanted the vote to

rernain open. NEA wanted a

minority quota for high official
positions. The AFT did not want

any quotas.

IF THE GROUPS merged,
which seems unlikely at this
point, "it would seem to have a
tremendous impact. But, I don't
think that is realistic. It would

definitely increase the power of
teachers. But who is to say that
this power would be geared to
benefits?" a spokesman for the
NEA asked.

An AFT spokesman argued
that this extra power would defi-
nitely go to the benefit area.

"On a national level, the im-
pact on Congress would be enor-
mous. If it were national, the
member growth would be about
three million. Then teachers

could fight together and have
50 % more money to work with
for benefits. When we merged
with NEA in New York it gave
the state more money for bene-
fits, and 50 % more for teachers
to negotiate with," he added. m

N. J. approves
13.7% rate
reduction

TRENTON, N.J.-Commercial

property owners in this state will
save approximately $25 million
on fire and extended coverage
next year as a result of rate re-
ductions approved by the Insur-
ance Services Office.

Costs will be reduced approxi-
mately 13.7%, New Jersey's in-
surance commissioner said.

The rate change will apply to
about 250 companies in this state
who write fire coverage. Only a
few companies that write special-
ty business will be exempt.

Certain surcharges tagged on
to the fire coverage reflecting
condition of property will be re-
moved. An extra 25%, premium
on each $100 of coverage was
usually tagged on to the fire cov-
erage. The removal of such addi-
tional expenses Will further

reduce the rates four per cent,
bringing the fire coverage reduc-
tion to a total of 14.2 %, according
to commissioner Sheeran.

Extended coverage rates will
be reduced about 10.8 %. This

coverage generally includes pro-
tection against windstorms, ex-
plosions, riots and other perils.

The commissioner made it clear

that these figures are only an es-
timated average.

One example cited by the com-
missioner was fire insurance rates

on general merchandise ware-
houses. These rates will go up
5.3%. •
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Someday 12 wonderfulj*people
could de*troy you.

Meet you- jury Of peers.
They decide il you owe, and

how much, when someone sues.
If you are a professional or top

echelon executive, good lucK.
In the absence of good luck,

what you need is Top Brass a good
personal liabi ity coverage from
The St. Paul.

Top Brass can cover you for
up to $5 nillicn against al-ncst any
kind of liability ,maginable. From
personal njury to libel and slander.

It pays the cost of your devense
and out of coutlt settlements.

And Top Brass is relatively
inexpensive. Abproximatdly $75 a
year for a millidn dollars of coverage,
depending on liow much you have
to lose.

One stipulation. This is excess
liability. You m6st already have
$100,000 or so of personal. liability
protection.

Top Brass is also available on a
group basis at ower rates. So maybe
it's worth bringng up at your next
management meeting. '

Either way, make your own luck.
With Top Brass from TI-e St Paul, the
company that's been helping folks
cut of tight spoTs since before the
Civil War.

St. Paul Fire and Marine Insir:nce Company, St. Paul M

Talk to an independent agent
fcr The St. Paul today. He's·in the

Yellow Pages.

THE ST. PAUL
'C_O MPANIES

Serving y)6 ound tne veor:d... around theclock
. St. Paul, Mrre:o:a 55102

rcury Insurance Company, T.ie *._Paul 'rmuran:E Company.
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University insurance control turning
into a specialty iob: Pitf s manager

By JUDI TALIT

PITTSBURGH, PA.-The risk
management concept on college
campuses is changing. Over the
past few years, a new breed of in-
surance professionals has emerged.
And they have some very differ-
ent and definite ideas on handling
university insurance problems.

One of the "new breed " is Le-

land P. Deck, insurance manager
for the University of Pittsburgh
for the last four years.

"Insurance problems were
mushrooming" during his stay at
the university, Mr. Deck said in a
recent interview with Business In-
surance.

It was a time of student unrest.

Insurance companies were sud-
denly reluctant to sell universities
fire insurance and premiums sky-
rocketed.

Universities were harried for a

solution. The answer? Hiring an
insurance manager, a specialist.

"NOT ONLY are the universi-
ties going out and hiring insur-
ance pros, but in the last five
years there have been sonne

group efforts by j oint group ac-
tion to save money on insurance
costs," Mr. Deck said.

When underwriters wouldn't

renew universities' group fire in-
surance, some of the institutions
solicited Felix Kloman, a consult-
ant, to set up a property pool.
The plan was all ready to go.
But, the underwriters reluctantly
changed their minds. They would
write the coverage-at a higher
price.

Costs were rising so rapidly
that several universities, Penn
State, Pitt and Temple, set up a
mutual insurance company in the
state. But, that year, 1970, "there
was an improvement in the in-
surance market," and plans were
halted.

"Each insurance manager at
every university probably spends
$10 million on insurance premi-
urns," Mr. Deck estimated. Pre-
miums are taking a 5% chunk
out of the budget, too much to
spend on insurance.

"Pitt spends $10 million in

LOOKING FOR

JOB

OPPORTUNITIES .

or

PERSONNEL

AVAILABLE ...

or

BUSINESS

OPPORTUNITIES...

the

Classified Section

on page 59

is the place to look!

premiums for fire/casualty and
employe annuities. One million
dollars of that is for fire/casualty
and $9 million for employes."

He suggested a solution to high
expenditures. Self-insure with

high deductibles. But, Mr. Deck
explained, to do this successfully,
the insurance manager must be a
pro. "He must be able to handle
all the claims under that amount."

Another trend that is coming to
the university front is true com-
petitive bidding. At least, that's
how it is at Pitt.

"Historically, the broker was
on the trustee board. So, univer-
sity people were quite skeptical"
about them, Mr. Deck contended.

"You can't expect him (the
broker) to serve your interest

when your interests are different
from his," he continued. Broker/-
client interests are not always in-
compatible, he said.

"A single broker getting bids
from different underwriters is

not a true competitive bid. That
is why we use all the major
brokers. Just this year, we

bought coverage through Marsh
& MeLennan. Fred, S, James and
Johnson & Higgins," Mr. Deck said,

"A LARGE amount of money
shouldn't be spent on insurance."

It is important to have an open
communication with other univer-

sity insurance managers to see
how they're coping with similar
problems and how they're cutting
costs.

4

Mizhce[ L. Benedum Engineering Hall

2-tr has one of the largest med- school, nursing school and public
jcal schools in the country and the health school-all vulnerable to
jamp--is also houses a dental malpractice suits.

Continental Insurance can combine 8 major

%
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Library and Infornalion Sierces Building

So, it came as no surprise when
Leland Deck told Business Insur-

ance that the university's highest

Cathedral of Lea -Xng

area d risk was malpractice. in qLite a few years.
However, Mr. Deck made it clear There is a clear-cut trend

that "our losses have not gone up" toward litigation. People are
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more apt to sue than they were
years ago, he contended.

The dental school is more than

100 years old and "we never had
a claim until this year. We had 10
this year," he noted.

OVER THE LAST 16 years,
Pitt's loss ratio was good, despite
a number of incident reports and
letters from lawyers. But, the in-
surance companies upped the
premiums, not on actual losses
from suits, but on the number of

 incident reports filed. An unfair
practice, Mr. Deck thought.

"We never had a loss in excess

of $10 million" since the univer-

sity opened up in 1787, Mr. Deck
said proudly.

But, the university's loss ratio

didn't stop spiralling insurance
costs for the malpractice cover-
age. When premiums grew to
$304,000 Pitt decided to self-in-
sure the risk.

"Against Pitt as a defendent,
we are self-insured for the first

business coverages into one neat little package.
It's called the One Policy (or

"Comprehensive Business
Policy").

And it's based on the idea that

when you have a lot to carry, itt
easier if you get a box.

It lets you combine all your
different property, liability, and
crime insurance policies into
just one policy-with one com-
pany, one premium, and one
expiration date.

And it works equally as well
whatever your business is: ac-
counting, banking, engineering,
manufacturing, selling, shipping,
warehousing-or whatever.

In fact, we custom-design our
package to vour soecific
company So it gives you only
the exact coverages you need.
And it eliminates costly overlaps.

Best of all,our One Policy can
save you upto 25% in premiums.
(Sometimes even more.)

For complete information,
cal' your Continental Insurance
Agent. (He's in the Yellow Pages.)

Just tell him that starting to-
day you no longer want to carry
a lot of different policies with a
lot of different companies with
a lot of different premiums and
a lot of different expiration
dates.

Now one is enough.
The One Policy

1,

WAT W
-* 3/ The
Id' 1 £ Continental
s=*I/'E Insurance

Ii'"8 -11 ec,C Companies
Home Of-ice: 80 Maiden Lane, New York, New York 10038

$100,000 per claim with a $500,-
000 aggregate," Mr. Deck said.

The self-insurance fund has

now grown to over $1 million.
"Over the last three years we
haven't had a loss. I set aside

85 % of what the premium would
have been and now it has really
grown."

The resident physicians at the
seven teaching hospitals are not
covered by the university. They
are insured by the hospitals up to
$2.3 million. There are demands
in the works to raise the limit to

$4 million.

"I WISH THERE'D be a way
for universities to also self-insure

the physicians. But, we can't be
insurance companies," the insur-
ance manager said.

Underwriters "don't see that

insuring a medical school is a
better exposure than a family
physician," he said.

Why is a medical school a bet-
ter risk? Because there is con-

stant peer review of all practic-
ing medical students. There is low
patient exposure. Doctors spend
less than 25 % of their time actual-
ly seeing patients. And, the best
doctors go to teaching hospitals,
Mr. Deck argued.

The university just raised its
malpractice limits to $5 million
from $2.5 million as a result of
litigation fever. This was done
through obtaining three addition-
al layers of coverage.

The insurers who have a piece
of the action include Continental

Insurance Cos., Lexington Insur-
ance Co. and First State Insur-

ance Co.

Umbrella coverage was pur-
chased because "there are some

gaps" in the coverage, Mr. Deck
explained.

The entire philosophy behind
the university's insurance de-
partment over the last four years
has been "to put our house in
order, increase our coverage to fit
the needs of the day, convince in-
surance companies that we're a
good risk and use more than one
broker."

Mr. Deck will soon be leaving
the insurance department to be-
come the ombudsman for the uni-

versity. He was optimistic that
the Philosophy of the department
would not change with the
change in personnel. •

More cover

for newborns,
alcoholism

HARTFORD-Some 1.1 million

group members of Connecticut
Blue Cross will get broader cov-
erage Oct. 1 for treatment of al-
coholism and for sick and injured
newborn children.

The increased coverage was
mandated by state legislative ac-
tion earlier this year.

John J. Kennedy, vp-market-
ing, said there will be no boost in
existing rates.

CONNECTICUT Blue Cross

contracts currently call for up to
45 days of coverage for alcohol-
ism treatment, but the patient
must be in a hospital to qualify.

The broader coverage, Mr.

Kennedy said, will encompass

treatment in facilities specifically
designed to care for alcoholism-
such as Hartford's Combined

Hospitals A]coholism Program in
the Jones Home.

Coverage for sick and injured
newborn is expected to assist
families hit with sudden, unex-
pected expenses.

Such coverage has been pro-
vided in special riders, but, as of
Oct. 1, will apply to the entire

group membership, he added. •
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Risk man at razzle-dazzle computer firm hustles
By MARGARET LeROUX -

MAYNARD, MA.-Seeking a
change from the pace and pres-
sure of managing the insurance
department of a New York cor-
porate giant, Howard Austin left
Continental Can Co. Inc. in 1969
for the peace and quiet of a New
England setting.

Peace and quiet?
The company he joined, Digital

Equipment Corp., scareely re-
flects the environment of its
main office, nestled amid the
pines in rural Massachusetts.

In the past five years, the com-
pany's sales have skyrocketed to
$265 million, nearly triple the
1969 revenues. Fiscal 1974 sales

took another giant leap to $421.9
million, a 59 % increase over the
previous year.

After five years on the job as

ny, Digital's insurance was handled
on a parttime basis by an account-
ant, Mr. Austin said. The main

1 manufacturing plant, an old textile
factory adjoining a mill pond, for
the company which specializes in

6 small computers, was covered by
five separate policies.

"It was just a matter of pulling
it all together," he noted.

Today almost all of the insur-
ance for Digital Equipment Corp.,

t
whose two minicomputer families

- are very popular, and whose
manufacturing plants and sales
operations are located in 24

Howard Austin in his office at [igital Equipment Corp. countries employing more than
17,000 persons, is "manuscript

corporate insurance manager, Mr. involved," and the task facing forms contract," as Mr. Austin
Austin is as enthusiastic about him-building a corporate insur- calls it.

his position as he was on the first ance department from the ground It was a matter of "going out
day. floor-took a lot Inore than and looking for good, solid pro-

At Digital he's been able to sleeve rolling. posals," Mr. Austin explained,
"really roll up my sleeves and get Before he came to the compa- "being demanding, yet complete-

r

John St. George, Group Office, Chicago

QUICK,
WHO HELPED GROUP DENTAL

INSURANCE GET OFF THE GROUND?

Connecticut General did.

In 1964, we became one of the
firstinsurance companiesto
offergroup dental insurance.
Sincethen, CG hasgathered
vast data on procedures, costs,
and claims experience. That's
why, in dental, we can giveyou
better educated answers. And

givethem toyou quick.

r

CONNECTICUT GENERAL LIFE INSURANCE COMPANY, HARTFO.RD

ly honest," with brokers and
underwriters. He's found that

having a manuscript form and
asking for a proposal based on
this is more successful than ask-

ing, "What have you got to
offer?"

DIGITAL HAS property and
business interruption coverage
with Factory Insurance Assn.,

Mr. Austin said. The property
damage policy has a $230 million

limit and business interruption,
part of a blanket policy, has a

$161 million limit. Both policies
have deductibles of $25,000.

All Digital's manufacturing
plants have highly-protected-risk
status, he noted. "We used our
influence to arrange reinsurance

on an HPR rating for the manu-
facturing plant which opened in
Ireland last year," Mr. Austin

said, "The Irish themselves don't
have an HPR setup yet."

An umbrella casualty policy,
with Liberty Mutual Insurance
Co. covers up to $50 million per

occurence, he explained, "because
of our aircraft exposure."

The company owns a fleet of
three helicopters and two fixed-
wing planes which fly on a sched-
uled basis between the U.S. and

Canadian manufacturing plants
and Logan Airport in Boston.

We also have travel accident

coverage, a minimum of $100,000
and a maximum of $200,000 with
INA Life Insurance Co.," Mr.
Austin assured his interviewer who

was whisked to the Maynard of-
fices in one of the company heli-
copters.

OTHER COMPANY insurance

policies include:
• Automobile liability cover-

age for the company's fleet of 1,-
700 vehicles with Liberty Mutual
Insurance Co. The company's
good safety record has resulted in
a 15% drop in the unit cost of
auto liability insurance since
1972, even though the number of
operating vehicles has greatly in-
creased, according to Mr. Austin.
• Directors' and officers' lia-

bility insurance is with Sequoia
Insurance Co., Menlo Park, Ca.,
with a $5 million limit on the
coverage.

• A combined manufacturers'

output and difference in conditions
policy, (MOP-DIC) is with Federal
Insurance Co., with "a quarter of
a million dollar deductible for

flood and earthquakes," Mr. Austin
said.

• Boiler and machinery insur-
ance with Commercial Union In-

surance Co., and a crime and
fidelity policy with Federal In-
surance Co.

Digital utilizes a number of in-
surance brokers, Mr. Austin

noted. Among them are Marsh
and McLennan Inc.; Johnson &
Higgins Inc., who are the em-

ploye benefits consultants on a
worldwide basis; Mathews, Mu-
chay & Southerland, Dublin, Ire-
land, advise on the Irish opera-
tions and the C. T. Browning firm
are consultants for the balance of

the European outlets.

IN JANUARY the company or-
ganized a captive insurance com-
pany, Computer Insurance Co.
Ltd., located in Bermuda, to handle
property, cargo and foreign liabil-
ity insurance. Johnson & Higgins
Ltd. manages the captive and Mr.
Austin is an officer of the company.

Benefits for Digital's U.S. em-
ployes are managed by John
Hancock Insurance Co., Mr. Aus-
tin said. Some features of the

program are a major medical
plan that provides 80 % of the
cost up to $50,000 and hospital
room and board paid in full for
up to 120 days.

Continued on page 36



A recent survey says many
big firms have hard-nosed questions

about what insurance carriers
should do for them.

Happily, BEtna came up with
some answers two years ago.

V

L_ *A
The survey - conducted by one of the nation's most

distinguished publications among the management of
the country's 1000 largest industrial firms - found that
you do want more from many of your carriers. Like
more flexibility. Better communications. Additional
loss control information.

WeYe happy to say Aitnais almost two years ahead
of you. Because back in }972 we came up with our
National Accounts Concept. A new and better way to
meet the special needs and legitimate demands of large
firms. And then some.

Here's how our concept works: i<Etna assigns a spe-
cial team of experts - real high-caliber guys, not «yes-
men"-to work on your business on a long-term regular
basis. Thefre directly responsible for underwriting,
engineering, policy preparation, accounting, claims
and coordination of your loss control activities. They
put together a program that fits your complex opera-
tions, because their first job is to learn your operations
from stem to stern.

The net-net is that they represent your interests.
They have the authority to make decisions and the
mobility to carry them out. And they have the clout to
focus the facilities of one of the world's largest
insurance service organizations on your special and
individual problems.

/Etna was the first in the business to develop the
National Accounts Concept. We\re taken it far. Because
big firms don't have average-size problems. And be-
cause we're not your average insurance company. Ask
us about it.

LIFE & CASUALIY

You get action with JEtna
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Computer...
Continued from page 34

Maternity leaves are treated as
regular sick leaves at Digital, and
a pregnant employe's position is
protected until the end of her
leave of absence. Employes who
opt for adoption can be reim-
bursed for adoption costs under
the Digital benefits program.

Digital's long-term disability
program is administered by
Union Mutual Insurance Co. "We

self-insure short-term disability,"
Mr. Austin said.

"Our safety on-the-j ob experi-
ence has been excellent," he ex-
plained. The company provides
items such as safety shoes and
eyeglasses and pays 50 % of the
cost of replacement.

The safety and loss prevention
department, part of the corporate
insurance department, adminis-
ters a plant emergency organiza-
tion that includes a company-

1 1

owned fire engine, purchased from
the Maynard fire department and
renovated by the company.

"We have 18 people trained as
fire fighters," Mr. Austin com-
mented, "and we've assisted the
Maynard department at times in
fighting local fires."

TO MANAGE A benefit pro-
gram for Digital's overseas em-
ployes, Mr. Austin believes,
"You've got to go to the country
and discuss (benefits) with the
people there; not only the legal,
but the expected benefits."

This philosophy has given him
perspective on the problems of
foreign operations, as well as a
heavily stamped and thoroughly-
filled passport.

On a day-to-day basis, the over-
seas benefits program is adminis-
tered by the company's interna-
tional headquarters in Switzerland.

Basic to the management of
Digital's insurance department is
a supportive staff, and manage-

j f 7.: -

ment, Mr. Austin noted. His as-
sistant, Ronald Lamb, who came
to Digital from EG&G Inc.,
shares the load.

"I don't believe it's good to be-

@)880 1
profit ev

M#Ne*n Mutual
L'.W,4.. Col.PaD,I .

Safety Conmun;ng Se.ke

come so specialized that we can't
fill in for each other if there is a
need to," he said.

Though he officially reports to
the conroany's assistant treasur-

Michigan Mutual has been helping policyholders keep abreast with their respon[he
sibilities under the federal Occupational Safety and Health Act-OSHA
-ever since the Act became law. policy behind
Our safety consultants have put together a program whici shows
step-by-step how your company can actually increaseprofits through our pollcies
loss prevention.
We're a business insurance leader because we understand the needs makes the
of business and industry and do our best to meet them.
Let us put our ideas and experience to work for you. difference.

Michigan Mutual
Insurance Group

Michigan Mutual Liability Company
Associated General Insurance Company
Home Office: Mutual Building • Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis,
New York, St. Louis, St. Petersburg

er, Mr. Austin noted, I'm at lib-
erty to see anyone in the orgniza-
tion whenever I want."

His philosophy that "insurance
is the last resort; risk management

is all-important," has led to inno-
vations in company procedure. The
most recent included supplement-
ing inspection reports of company
facilities with a complete photo-
graphic story.

NOT ONLY plant facilities, but
their environments-access roads,
landscaping, even the area locale--
are photographed, Mr. Austin ex-
plained. "This gives us a much
more complete study of a facility
than a written report alone could,"
he believes.

Another program starting soon
will be a defensive driving course
for operators of company veh-
icles.

With a new plant recently
acquired in Marlborough, Ma.
"our large systems manufactur-
ing will be done there," along
with a land purchase for expan-
sion in New Hampshire and a
pilot operation being set up in
Phoenix, Az., there seems ample
outlet for Mr. Austin's enthusiasm

and energy.
"The only problem I have," he

quipped, "is keeping up with our
rapid growth." •

See growth
in commercial

insurance

NEW YORK-"Commercial in-

surance is expected to grow sub-
stantially faster than residential

insurance during the next decade."
That was just one prediction of

expected trends in an insurance
market forecast from Chase Eco-

nometrics Associates Inc.

A quarterly report published
by the Chase Manhattan Bank

subsidiary, offers an up-to-date
economic forecast for a 10 year

period, through its Insurance
Forecasting Service.

An upsurge in assets was also
predicted for the next decade.

It should "continue growing at
an above average rate in the
property liability sector through-
out the capital expenditures
boom of 1975-76."

"THE FORECASTED annual

growth in property liability pre-
miums written is approximately
10 %, slightly higher on an annual
basis" than the previous decade,
the report disclosed.

Property liability premium
growth was predicted to be "un-

even, with a far greater portion of
this growth expected in the first
half of the decade than in the

second half."

Annuities, accident and health
insurance were noted to be the

fastest area of growth in the life
insurance market.

Another area analyzed in the
Chase Econometrics report was
the rapid growth of some life in-
surance companies.

Reasons were cited for their

rapid growth include: merger ac-
tivity; emphasis on group as op-
posed to individual products; and
concentration in particular growth
markets. m

Insurer in ioint venture
Continental Corp., parent hold-

ing company of The Continental
Insurance Cos., and the Alte Leip-
ziger group, a leading German in-
surer, agreed to exchange shares in
an arrangement for mutual assist-
ance. Continental will acquire 10%
of the shares of Alte Leipziger in

exchange for Continental stock
valued at more than $2 million.



Stockbroker plans to
push insurance sales

NEW YORK-In a move to ex-

pand its financial services, Blyth
Eastman Dillon & CO. Inc.

(BEDCO), a securities brokerage
firm, decided to market life in
surance, variable annuities and
accident and health insurance

through a recent arrangement
with the Insurance Co. of North

America (INA), an affiliated
company.

This is not the firm's first ef-

fort to sell insurance. BEDCO

previously had an arrangement
with Connecticut General to sell

life insurance. However, two
years ago, when the agreement
was made, BEDCO was skeptical.
The firm only licensed 10-15%
of its sales force to sell insurance.

Not much profit resulted.
"Brokers have not had great

success in selling life insurance.
It's taken longer to get into this
market competitively. It's a dif-
ferent product line. We need
product knowledge," said Don
Baier, head of BEDCO's financial
services department. That is why
the firm took on INA. INA owns

36% of Blyth Eastman Dillon.

THE BROKER is now using a
different approach. The thrust of
this project with INA will be
variable annuities as well as life
insurance.

"Variable annuities is a better
business for us because it is clos-
er to our business in form," Mr.
Baier explained.

An increased number of sales

representatives will be selling life
insurance. More than 200 repre-
sentatives have been licensed
already, totalling one-third of the
entire force.

INA and BEDCO representa-
tives are actively seeking busi-
ness from clients. Both personal
and business lines are being
marketed.

What has been the response of
BEDCO clients?

"It varies, depending on the
relationship between the client and
the representative," Mr. Baier ex-
plained.

Insurer fined

$35,000
NEW YORK-General Fire and

Casualty Co., a locally-based
fire and casualty insurer, also a
wholly-owned subsidiary of the
Greyhound Corp. paid a $35,000
fine for violation of the New
York state Holding Companies
Act, according to Benjamin R
Schenk, state superintendent of
insurance.

General Fire admitted by stip-
ulation that it "afforded Grey-
hound an undue extension of
credit" and permitted it "to exer-
cise an undue measure of control
over General Fire in the settle-
ment of insured claim losses" so

that General Fire "appeared to
have relinquished its own sepa-
rate identity to its parent," vio-
lating section 68-g (1) of the
Holding Companies Act.

The insurance company also
admitted by stipulation, to viola-
tions of other sections of the state

insurance law referring to re-
serving and expense classification
requirements.

An insurance department re-
port stated that General Fire had
shown a pattern of deficient re-
serves fronn 1968-1971 because it
deferred collection of "substan-

tial amounts" of premiums from
Greyhound subsidiaries until near
the time when the claims were

settled.

BEDCO "hopes that this mar-
ket will eventually generate im-
portant commissions" for the
firm, he continued.

THE BROKER has even taken

on a specialist in its Los Angeles
office. John Kane, an executive
from Life of North America, was
recently hired to promote the
marketing of large amounts of
insurance in that region. The
firm said it is too early to tell

how this would work out. Mr.

Kane was only hired two weeks
ago.

Other brokerage firms have
been gearing up operations in
this area since New York Stock

Exchange approval was given to
sell insurance some two years

ago.

Bache & Co. Inc., E. F. Hutton
& Co. Inc., Thornson & McKin-
non Auchincloss Inc., Paine

Webber Jackson & Curtis and

A G Edwards & Son have all

been marketing insurance

through arrangements with other
underwriters. Travelers, Connec-
ticut General and INA were

mentioned as some insurers get-
ting into this area.

t= 48= j'

business insurance, September 16, 1974/37

HARRY HENNER & SONS INC.

ARE PLEASED TO ANNOUNCE

THEIR MERGER WITH

AMERICAN COVERAGE CORPORATION

AS OF SEPTEMBER 1, 1974

OUR NEW NAME AND ADDRESS WILL BE

IAERICAN COVERAGE CORPORATION

1  CORPORATE INSURANCE SPECIALISTS

185 Great Neck Road, Great Neck, New York 11022 (516) 487-3800

Which couple works in a sprinklered building?
It's hard to believe, but most

mannequins are better protected
against fire than man. Department
stores are sprinkler protected. So are
warehouse and manufacturing
facilities. But most high rise
buildings where more and more of
our population work and live are not.

But tough new building codes are
beginning to change all that. Right
now, Connecticut, Maryland,
Massachusetts, Ohio and scores of
cities, towns and municipalities have
passed tough new building codes
banning new construction of
unsprinklered high rise buildings.

Whether you're a building owner
or developer, an architect or
specifying engineer, you should be
aware of this growing trend toward
life safety. Facing the future now and
learning all you can about
sprinklering properly could save you
money in the future when you come
face to face with one of these tough
new codes.

Save you money? That's right.
Permissive clauses in building codes
vary from city to city, but
sprinklering your next high rise will
make it safer and could save you
money in many or all of the following
ways: Flame spread ratings of
surface finishing materials can be
increased. Fire ratings of walls,
doors, roots, floors, beams, trusses
and columns can be reduced. The
distance between fire exits can be

increased, leading to fewer stairways.
Larger non-compartmented areas
are permissible, and fire barrier
requirements can be eliminated.
Smokeproof entrance closures to
exit stairs can be eliminated if

stairways are pressurized. The
requirement for "areas of refuge"
can be waived. Manual fire alarm

systems may be eliminated. Fire
hoses and cabinets can be

eliminated. Riser piping is permitted
to serve as combined sprinkler riser
and fire department standpipe.

Sprinklers ccst, it's true. But
sprinklers save money, too. The
average high rise can be sprinklered
for approximately $1 per square foot.
Investigate the construction cost
savings involved in your next high
rise. The results may surprise you.

Grinnell Fire Protection Systems
Company, Inc. has been designing
and building sprinkler systems for
more than 120 years. We would be
happy to work with you in the
planning of an automatic sprinkler
system in your next high rise
building. If you'd like more
information on how we can help, call
the nearest Grinnell district office

listed in the Yel ow Pages, or write
Grinnell Fire Protection Systems
Company, Inc., 10 Dorrance Street,
Providence, Rhode Island 02903.
Sold throughout Europe by Kopperschmidl Sprinkler

G.m.b.H. Kaltenkirchen, Germany.

@ GRINNELL
'07 GAINNELL FIRE PROTECTION SYSTEMS COMPANY. INC
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Stockbrokers' covers for clients eyed by Congress
By RICHARD L. GORDON

WASHINGTON-Congress may
receive another insurance head-

ache before it adjourns this year,
this one about who should be re-

quired to buy insurance coverage
through the Securities Investor
Protection Corp.

SIPC is the joint government-
industry insurance pool created
in 1970 to provide coverage to
stock market investors who had

been losing both cash and securi-
ties in the collapses of brokerage
houses.

The 1970 law required all
members of SIPC to buy its cov-
erage and required all persons
and firms registered as brokers
or dealers with the Securities &

Exchange Commission and who
are members of a national securi-

SIPC won't seek

more coverage
WASHINGTON-No in-

crease in coverage limits for
securities investors will be

sought this year by the Secu-
rities Investor Protection
Corp., despite a recommenda-
tion that it do so.

The insurance now covers

losses of up to $50,000 for
cash and securities suffered

by any investor whose bro-
kerage firm fails. There is a
$20,000 limit on cash claims,
however.

The SIPC task force

studying its operations had
recommended that coverage
be increased $125,000 per
customer for cash and secu-

rities losses, with a $50,000
cash claim limit.

SIPC officials told Business

Insurance they would ask
Congress to increase the in-
surance limits only if similar
increases in coverage were
provided for savers at banks
or savings and loans.

Two other federally-estab-
lished insurance underwrit-

ers operate in those areas:
the Federal Deposit Insur-
ance Corp. (FDIC) and the
Federal Savings and Loan
Insurance Corp. (FSLIC).

HOW TO ORDER

8. I. REPRINTS

Readers may now order low
cost reprints of articles that
appeared in BUSINESS IN-
SURANCE directly from this
magazine. Articles are re-
printed on 8 /2" x 11" sheets
and carry the BUSINESS IN-
SURANCE credit line and
issue date.

Quantity Price*

100 ..$ 20

Additional 100's

per 100 . .$ 5

1.000 ......... ····$55

For articles requiring more than
one page, multiply the price by
the number of pages needed.
Shipping extra. On quantities
larger than 1.000 and additional
information contact:

REPRINT MANAGER

husiness insurance
708 Third Avenue

New York. N.Y. 10017

212/986-5050

ties exchange to belong to SIPC.
The insurance premiums are col-

lected through assessments of 0.5 %
of each member's gross revenues
from the securities business, which
resulted in revenue of $22.8 mil-
lion for SIPC in 1973.

The SIPC board, however, de-
cided to close some loopholes and
force the inclusion of new types
of securities businesses into

buying its coverage, a proposal
that has already produced indus-
try resistance.

The targets of the SIPC move
are groups exempt from SIPC
membership under the 1970 law:
brokers or dealers who sell mu-

tual fund shares, variable an-
nuities, or those who render
investment advisory services to
investment companies or insur-
ance company separate accounts.

The SIPC board's decision to

ask Congress to eliminate these
exemptions is an endorsement of
a task force study of SIPC opera-
tions completed this summer.

The study said, "The current
exclusions from SIPC member-

ship and from assessable gross
revenues tend to work inequities
in the assessment process. Appar-
ently, those exclusions are based,
at least in part, on the theory that
the firms and types of business
excluded present no danger of
loss to public customers, hence it
would be inequitable to assess
those firms and types of business
expressly excluded as they would
neither require nor derive benefit
from SIPC protection.

"THIS THEORY," argued the
task force report, "overlooks the
very real dangerthat any broker
who accepts funds for the pur-

chase of securities may commin-
gle or misappropriate those funds."

Although revenues from the
sale of mutual fund shares are

not assessable by the SIPC, the
corporation has paid out about
$170,000 to satisfy about 40
claims from customers of firms in

liquidation.
Wiping out the membership

exclusions would also force some

broker dealers, who have no cus-
tomers to protect, to purchase
SIPC insurance.

SIPC officials argue that bro-
kers such as specialists, floor bro-
kers, and firms doing exclusively
institutional business, while they
have no customers protected by
SIPC insurance, nonetheless pay
for the coverage.

"This was based in part on the
philosophy that those who earn
their livelihood from the securi-

Six ways UK
handl es claims for self-insureds c»
are covered in one free book  *

t=Lf / 4 *57 0
UAC can help keep your self-insurance program

from becoming risky business. Our new booklet,
"Six Services For Self-Insurers" explains why And
we want you to have a free copy.

It shows the UAC epproach to handling -claims for workmen's compensation, auto- - -
mobile, liability, property and transportation
risks. How we tailor our services to meet

your requirements in single assignments
or complete claims administration. And
how our 50 years experience and special v.vv
services lead to claim settlements thot

are fast and fair.One special service is our unique Dial-A-Claim. i
A toll-free telephone number for fast and efficient 
claims reporting 24 hours a day. Assuring you that , 0
a UAC adjuster can get to the scene of an accident V
or loss quickly. Anytime. Anywhere. , r

You'll find UAC adjusters just about everywhere.
Over 3000 highly skilled specialists work out of
375 service locations across the country And we're
licensed to operate in all 50 states.

Our free booklet is just the beginning. For
complete informationon how we help self-insureds
with reliable claims adjustments call any UAC
office. Or write our head office in Chicago.

*le

UNDERWRITERS ADJUSTING COMPANY

224 South V/acker Drive. Chicago, Illinois 60606.

El Send me "Six Services For Self.Insurers
I Have a UAC account executive contact me.

Name

Company

Addreg

City

81-9-16-74

Fare 7ip

5

r

ties market should contribute to

the building of the SIPC fund,"
the task force report said.

BIG INSTITUTIONAL inves-
tors are not covered by the insur-
ance since they normally operate
on a cash-on-delivery basis and
seldom leave either securities or

cash in the custody of a broker-
age firm.

Frank J. Wilson, senior vp of
the National Assn. of Securities

Dealers, told the SIPC board that
there is "no evidence whatsoev-
er" that mutual fund/variable
annuity underwriters ever failed
under circumstances which result-
€d in customer loss.

"It is estimated," he said, "that
the elimination of the current

exemption from SIPC member-
ship would require at least 720

Continued on page 39
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Continued from page 38 because they are broker-dealers, Specific among them were
broker-dealer members of the are also members of SIPC These suggestions that SIPC be given Health costs out of
NASD to Join SIPC, most of firms are now excluded authorrty to return securities to
whom would have to bear the These financial responsibility claimants who find they are not
not-insignificant expense of ob- rules allow the SEC to require in their accounts with the bro-
taming a fidelity bond in addition brokers to maintain reserves with kerage firm control: HEW chief
to other fees attendant to SIPC respect to customers' deposits or
membership " credit balances IN MANY cases, that would WASHINGTON-The Ameri- cost of living as measured by the

The impact of forcing SIPC "The public interest," said the mean SIPC purchase of securities can people are "in real trouble on Consumer Price Index, HEW said
coverage on these firms would be task force report, "and SIPC's in- on the open market to make good the health care front" if the Increases in the price of medical

unfair, he said "While some of terest in those firms whose cus- on the claims, but that was health Industry ts not more sue- and health care outstripped the
the broker-dealers who would be tomers lt may have to protect, viewed as preferable in light of cessful in holding down galloping CP1 by over 40 %
affected by the recommendation demand that all SIPC members complaints from claimants who cost Increases, Health, Education,
are large, well capitalized insur- be made subJect to at least mint- had received cash in lieu of lost and Welfare secretary Caspar W "THESE WERE the highest

ante companies, the large maj or- mum standards of financial re- securities and faced capital gains Weinberger warned this month cumulative increases for three

ity of them are small mutual sponsibility taxes because of that transaction Recently compiled health care months since before the economic
fund retailers SIPC is also interested in get- The recommendations also in- cost statistics Indicate trouble foi stabilization program was institut-

This, he said, would be con- ting from Congress the authority cluded one that would give SIPC employers paying for health care ed in August 1971," said Secretary
trary to the Senate's interest in to levy, by l ule or by law, a penal- authonty, at its discretion, to di- and could even Jeopardize the Weinbelger
keeping small broker/dealers in ty in addition to Intel est charges, rectly pay claimants without any development of a broad national "Continued health cost infla-

the securities markets without un- to compel ptompt payment ot as- Judicial proceedings in cases health insurance plan non will inevitably place an

necessary administrative burdens sessments for SIPC coverage where claims totaled less than During May through July oi unexpected burden on employers
In areas uni elated to purchase $250,000 this year, the first three months and employes as well as state and

THE SIPC task force, in anoth- of SIPC insurance, the task force SIPC officials said that more following expiration of mandato- local government who will incur
er matter, also urged that finan- report spelled out several steps it than half of SIPC's 105 liquida- ry health cost controls, medical higher health insurance premi-
cial responsibility rules be extend- thought should be taken to speed tions have Involved small bro- care prlce increases on an an- ums and taxes dui ing a period
cd to some firms that deal exelu- up settlement of claims against kerage firms that would have nuallzed basis ran one third when the rate of inflation for
sively in municipal securities, but brokerage lirms being liquidated been in this category • ahead of increases in the general other goods and services remains

high," he said
The secretary noted that "a

prime contributor to the extraor-
dinarily high inflation rate for

d 11 8"fF medical caie services was semt-

„i V private hospital room charges

F ?Il which are moving up at an an-
-- nuallzed rate of almost 25 % "

--

e PHYSICIAN FEES incieased at
r 4

an annual rate of nearly 20 %
111 fl i

-----
1_1

"This is the highest rate ever re-
corded for a three month period

41 , 48
&3-sES*

since physician fee monitoling was
instituted on a monthly basis," ac-

41 0 : 1 / 1 lf#i
, j . f cording to Mr Weinberger

l "Continuation of these in-

1 4,1 315 + *.. cieases will setiously jeopardize
the breadth of health Insurance

==r:
9,

''
that this nation can afford to un-

·A , 2 derwrite on behalf of its people,"
he warned HEW sald 25 million

--
i Americans are not covered by an

0. health Insurance, and over half
the population ts covered 1nade-
quately

Secretary Welnberger noted

that tn May 1974 meetings fol-
lowing cessation of economic

controls, health leaders pledged
ts 01,-1 1 -

to him that they work to hold

.

down costs

"I hope their persuasion will be
far more effective in the future,"
he said .

.
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MINNEAPOLIS-Conti 01 Data

$ A Corp hnalized insurance pro-
grams on its newly-constructed
Bucharest Romania manufactur-

ing plant being operated as a:3 . 1 - «.1 - rI L1 de ' e - 2 3
U

joint venture with the Romanian

9 0.4
Al. V --1--1 - -6--

government
Robert E Abrahamson, Conti 01

Data's corporate insurance man-

1110 1'1 f..r-
ager, said he recently returned
from a trip to Bucharest whel e

r . 4- iat *-; 11.7 €-=,f,l
.. -4- -14' 2 #27$i- -..47 0 he arranged insurance protection

4

t-\1/ through ADAS, the Romanian

14 iii 3\)/ t btate insurance company Casual-

ir,, il " 5 s -I-3_z --ili- i I
ty and property difference-in-
conditions coverages were ar-

L t 11 1111 I

..=$.

ranged by Marsh & McLennan
and Alexander & Alexander, re-
spectively, he added

01 04"wj/i,#.4.4« 1 The property coverage has no
, r, , -- *Wr'941< deductible and lS descrtbed by

Mr Abrahamson as "high" in
cost, "relative to what we could

Y..AJ. arrange in the US"He went on
to add that premiums for cover-

V
ff . 4, d - 4-9 age through the state monopolyf

I el are "as much as 40% to 50% high-

er" than what could be arranged

in this country as part of a pack-

24'A age
No limits have been set on the

i --.- k//u/
coverage at this time, he noted
The 70,000 square foot manufac-
turing plant, scheduled to start

operations last month, will produce
a low cost printer
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Argonaut was built on service. But it is service with a difference; a personal
approach to the needs of each policyholder. Everything possible is done to help our
insureds prevent losses. When losses do occur, as they will even under strictest
attention to safety procedures, claims are paid fairly and promptly. When personal
injuries happen, our primary concern is for the welfare of the injured individual.

As a risk manager, your needs may be for a loss accountability program directly
related to profit centers. Or to provide workmen's compensation for large multi-location
operations coast to coast. You'll find our underwriting imaginative and competitive.

Our roster of distinguished policyholders in a wide range of industries and
professions attests to the success of our approach to service geared to the particular
needs of each industry. That's the Argonaut Difference In Action. i

Ask your agent or broker about Argonaut.
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business insurance

By RONALD B. COOLLEY
attorney-at-law
Chicago, Illinois

 O MANY OF THOSE who have wit-nessed the fate of product liability
suits in recent years, there is an under-
standable reluctance to contemplate the fu-
ture of the defense of these suits. This is

certainly not due to lack of interest, but
rather is the product of the recent trend of
large awards for the plaintiff.

Many observers now believe that the
defendant manufacturer can no longer ex-
pect to prevail in product liability litiga-
tion using yesterday's standard defenses,
such as contributory negligence on the
part of the injured party; assumption of

the risk; privity; and "everybody does it
that way". Such defenses have not fared
well in modern court decisions.

Perhaps the time has come for a shift in
emphasis. There is a possible solution to
the defendant's plight-the defendant must
persuasively bring to the attention of the

D  @UH'\f 9
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Producers should study technical
defenses possible in liability suits
"Although 'standard' defenses in product liability suits involving complex products are

losing potency, technology-related defenses are available, and if properly presented,

can provide a basis for the court to rule for the defendent."

courts the technical realities involved in

product liability suits. To present these
considerations properly, particularly in a
technically complex case, the defendant
should consider seeking the assistance of le-

gal counsel having a technical education.as
well as experience with technical matters in
a legal environment.

THIS ASSERTION can best be under-

stood from a brief look at the present prod-

uct liability situation. An example of the
trend of judicial decisions darkening the
future of the defendant is a recent Texas

court of civil appeals' decision.1 That court
awarded one million dollars to a driver

paralyzed in an accident caused by a defec-
tive steering wheel. The plaintiff claimed
that a coupling mechanism connecting two
parts of the steering wheel shaft was defec-
live. The court permitted as expert testi-
mony the opinion of the plaintiff's mechanic
that the design of the mechanism was un-
safe and that a longer sleeve woud have pre-
vented the failure of the mechanism.

The defendant manufacturer attacked

the plaintiff's position and asserted that
evidence showing the mechanism could
have been designed to avoid the alleged

failure was not sufficient to establish lia-

bility; that the defendant is under no duty
to design a product which eliminates all
possibilities of a product being rendered
unsafe by intervening causes; and that the
plaintiff's "expert witness" did not possess
the qualifications to express opinions on
the issue of design defects. The court over-
ruled each of these defenses in holding for
the plaintiff.

Although the decision by the Texas
court may seem harsh, a recent Illi-
nois appellate court decisionia suggests
what the judiciary may be seeking from
the defendant. The Illinois case involved

a plaintiff killed in a rock slide while
leaving a strip mining machine. Plaintiff
had sought unsuccessfully in the trial to
prove that the defendant's initial design
was defective by presenting evidence of
design changes made by the defendant
after the accident. The appeals court al-
lowed this evidence, reversed the lower
court's ruling, and held for the plaintiff.

In its decision the court provided the
defendant with some insight as to de-
fenses available but not argued. The court
stated that a defense to a charge of feasibil-
ity of alternative design includes considera-

tions of economy, effectiveness, practicality,
and technological possibilities viewed in the
context of the current state of the art.

These and other recent cases illustrate

that, although "standard" defenses in

product liability suits involving complex
products are losing potency, technology-

related defenses are available, and if
properly presented, can provide a basis
for the court.to rule for the defendant. Evi-

dence that the injury was caused by a fae-
tor other than a defect in the product will
justify a verdict for the defendant.

EVIDENCE OF TEST results or scientific

analysis of the product is of substantial im-
portance in determining the product's
character as not being dangerous or defec-
tive. Proc,f of exercise of care in the de-

sign and manufacture of a product has
been held to indicate the likelihood or

possibility of the product's freedom from
defect. Evidence of compliance with tech-
nical requirements of a statute or regulation,
while not determinative, has been viewed
as indicating freedom from negligence.

The technological aspects of such de-
fenses should not be underestimated. To

Continued on following page

Risk identification in nuclear power plants

1

By EUGENE F. JOHNSON
assistant vice president

Rollins Burdick Hunter Co., Chicago, 11.

 N MAY 6, 1937 THE huge dirigibleHindenburg burst into a fireball of
death and destruction while docking at
Lakehurst, New Jersey. The Germans,
confident of the safety precautions designed
into hydrogen-filled dirigibles, 'had flown

over one million passenger miles without
a fatality. Yet, in a total of only 34 seconds

'A spectacular nuclear accident could crystalize public

opinion, as did the Hindenburg. Ultimate results of forced

abandonment of nuclear technology would be economic
chaos, not only to the utilities, but the nation."

from the time of the second explosion to
the settling of the ship's frame upon the
ground, an era of lighter than air trans-
portation had ended.

Whether an act of sabotage or an unfor-
seen accident created the holocaust of that

May evening in 1937 is not known. What
did become apparent was public reaction,
in view of risk weighed against benefit,
halting further development of that par-
ticular technology.

TODAY, THE electrical utilities and
Atomic Energy Commission find themselves
much in the same position as those devel-
opers of dirigibles. A spectacular nuclear
accident could crystalize public opinionr
as did the Hindenburg. Ultimate results of
forced abandonment of nuclear technolo-

gy would be economic chaos, not only to
the utilities, but the nation.

The need for electricity has moved from
the novelty stage of Edison's incandescent
bulb to a way of life. By the year 2000, our
electric generating capacity will have to

increase eight-fold to meet projected de-
mand. Our options for alternative power
sources at this time have become too ex-

pensive or exhausted. Nuclear power,
with the risk entailed, offers the best solu-
tion to meet national need.

Currently utilities are committed to
schedules that call for placing new nuclear
power plants into commercial operation at

.an average rate of one new plant a month
during the 1970's and two to three new
new plants a month through the 1980's. By
then the United States will obtain 21% of

its electrical need from nuclear power and
53 % by the year 2000.

Many times, engineering developments
in an evolving tebhnology will forge ahead
before risk impact is evident. This is ex-
emplified of late in rack storage and high
rise fires. Often, in over reaction to newly
recognized risk impact, a redundancy in
protection controls is applied.

Recognizing the potential risk in oper-
ating nuclear power plants, the AEC has
developed stringent licensing procedures

to guard against such impact. It is the
purpose of this licensing to confirm "that
it has information sufficient to provide
reasonable assurance that a facility of the

general type proposed can be constructed
and operated in the proposed location,
without undue risk to the health and safe-

ty of the public."

THE FORMAL beginning of the licensing
process occurs with application for a con-
struction permit by the utility. This re-
quires submission of a preliminary safety
analysis review to the AEC. Principal
components of this report consist of: a de-
scription of the proposed site, the reactor,
auxiliary systems, facilities and reactor
building, along with discussion of poten-
tial hazards.

Issuance of a construction permit does
not impose on the AEC an obligation of
eventual approval for operation of the fa-
cility when construction is completed. It
only implies, by issuance, that there is a
reasonable probability that the nuclear
power plant will be found acceptable. A
final safety analysis report and inspection
upon completion of construction, is re-
quired to secure an operating license.

With such a stringent requirements in
effect a utility cannot ·afford to make un-
wise decisions. A typical nuclear power
plant construction program, from prelimi-
nary site studies to commercial operation,

Continued on following page
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m N BBE»EN/lE analyzing the subject matter of the trial, eration to its future role in product liabil-
and who can interpret the law for the ex- 1ty SUltS, and the utillzation of attorneys
pert in order to allow him to present more with techmcal backgrounds in these suits
probative and convincing testimony should be emphasized if the recent trend

of decisions is to be brought in line with
by his expert If the attorney does not DURING THE TRIAL the attorney realityDefenses... have a technical background and a famili- must also interpret several technical
arity with the product, he cannot expect issues and discussions for the jury, The at- 1 Product Safety & Liability Reporter,
to have sufficient knowledge to conduct torney may interpret the Jargon used "Defective Design In GM Car Steering Is

Contlnued frompreceding page the discovery procedures properly. during the trial by the various experts Basis For $1 Milhon Judgement" (Wash-
educate a court and Jury properly in mat- Once beyond the discovery stages, the into terms understandable by the Jury, ington, DC, October 12, 1973) p 774.
ters such as the meaning of test and prod- trial commences and the attorney must Through an attorney who has a technical 2 Sutkowski v Universal Marzon Corp., 5
uct design data, effectiveness, the state of convincingly present the technical reali- background the defendant can be confi- Ill App. 3d 313,281 NE 2d 749 (1972)
the art, and production methods requires a ties to the court by way of these defenses dent that its technical defenses are present- 3 Irving Goldstein, "Trial Technique
thorough understanding of technical mat- The demanding nature of a trial requires ed in the most convincing manner to the (Chicago · Callaghan, 1935) p. 4.
ters and careful preparation that the attorney, or one of the attorneys, Judge and Jury. 4 Noel C. Stevenson, "Successful Cross

have a full understanding of the technolog- Modern products and consequently Examination Strategy" (New Jersey: Ex-
DEFENSES SO INTIMATELY related leal issues that may arise An attorney modern product liability suits will be ever ecutive Reports Corp., 1971) p. 1004

to matters of technology require that the with a broad technical background can more complex. The large verdicts regular-
attorney have sufficient technical exper- follow the technical hnes of testimony and ly awarded to plaintiffs in product liabil- Mr. Coolley is a practicing attornev-at-
tise to gain command over the subject maintain control over the courtroom pro- ity cases should alert the manufacturer to law in Chicago. He graduated from thematter of the suit To recognize and devel- ceedings. the necessity of seeking new avenues of Univ of Iowa law school, with distinction,op such defenses, the subject matter of a In addition, such an attorney provides defense and to the desirability of techni- tn 1972 He has a bachelor's degree in aero-
product liability case must be dissected the expert witness with a teammate who cally oriented defenses. The defendant space engmeenng from Iowa State Untv,
and thoroughly analyzed The defense at- can understand the terminology used in manufacturer should give serious consid- and an MBA from the Untv. of Iowa
torney having a background allowing him
to conduct or supervise this necessary
analysis will be at a distinct advantage
both in prosecuting evidence on behalf of
the party he represents and in cross-ex-
amining experts or pseudo-experts who tes- risk to insurance carriers. ball fields, was constructed as a hangar to
tify on behalf of the opposing party Irving

Goldstein in his book "Trial Technique" Nuclear... This need to minimize risk in the con- serve the promising era of dirigible trans-
struction and operation of nuclear power portation Today this building is living out

states plants is providing a new dimension to the its old age, a comparative white elephant,
"The ability to prepare the facts prop- Cont,nued from preceding page application of risk identification and anal- the victim of risk found unacceptable.

erly and fully in a case depends entirely can require upwards of ten years At stake ysis The insurance industry and field of A nuclear accident has the potential to
upon the scope and extent of the general for the utility is not only millions in capi- risk management will profit by the appli- not only destroy life and property, but in
knowledge which the trial attorney has tal outlay but a potential time loss m cation of these innovations, Adaptation can ltS wake could create white elephants of a
acquired Unless that knowledge is broad meeting proJected power load demand provide to other industries a method by maJor national energy source The nuclear
enough to enable him to recognize the Utility options, as to application of nu- which accidental loss can be recognized power industry has acquired twenty years
kind of preparation necessary to be made clear technology are not limited. The state and stated m a more definitive manner for of operating experience along with an
on all phases of the facts in his case he of the art is such that viable economic al- analysis and control. outstanding safety record A major por-
must fail in such preparation "3 ternatives exist within the framework of Special.zation of engineermg services tion of this successful operating record

In order to prepare a product liability AEC regulations Variations in siting, has, within the insurance industry, often can be attributed to the early apphcation
case involving technical defenses proper- construction and reactor concepts provide resulted in application of tunnel vision of risk identification and analysis The
ly, the trial attorney should have or this capability approaches to risk control. Such limita- need for vigilance has not diminished but
should seek the active assistance of associ- The need for AEC documentation, de- lions fail to grasp the total risk spectrum will increase with the expected short-fall
ate counsel who has the requisite techni- monstrating that adequate safeguards in relation to cause and effect availability of nuclear-trained personnel •
cal knowledge. An attorney confronted have been taken, can provide utility man-
with complex and detailed test reports agement, as a by-product, an objective BY EARLY RECOGNITION of risk, Mr. Johnson, assistant up, Rollins Bur-
and scientific analyses accumulated by his view of the whole risk Maximum credible hazard is defined. Through analysis, con- dick Hunter Co, Chicago, serves 211 the com-
own client or presented by the opposing loss potential can be measured, on the trol is developed so as not to overdesign or pany's Dre engmeenng division, research
patty must thoroughly understand the basis of early risk identification and anal- underdesign to obtain desired perfor- planmng and engineering department Mr,
underlying technology in order to present ysis, to allow not only "reasonable assur- mance Total risk protection service, an Johnson Joined Rollins Burdick Hunter in
the evidence properly or probe the weak- ance of safety", but for most economical instrument of risk management, provides 1966. He is a CPCU and an associate in nsk
nesses in the opposing party's presentation application of avoidance and risk reduc- a continuity to all engineering disciplines management oj the Insurance Institute of

The complexity in design of many mod- tion techniques With completion of con- in development of controls America, member of the American Society
ern products and the related technological struction, an appraisal of risk in light of In Akron, Ohio there exists a structure of Civd Engtneers nuclear structures and
defenses in future product liability suits maximum credible loss, will determine so vast that clouds form within it and oc- materials manual section commtttee deal-
necessitate the use of a technical expert the maximum amount to be assumed by casionally a light rain falls within, This ing with general structural aspects of ntt-
both in preparation for trial and as an ex- the utility along with need for transfer of structure, big enough to house seven foot- clear plant site-selection.
pert witness during the trial Noel C Ste-
vens in his book "Successful Cross Examina-

tion Strategy" states that:
4,The lawyer who presumes to cross ex-

amine any professional expert had better RISK MANAGEMENT NOTES
know more about the specific problems
involved in his case than the expert does "4

Where expert testimony is of signifi-
cance, the attorney must be very knowl-
edgeable m the technology related to the
product causing the alleged injury
Effective presentation of a party's case Warn insureds Read your policy.

frequently requires substantial interplay
between the expert and the attorney and
a thorough understanding by each of the By WARREN, McVEIGH, GRIFFIN sured and the agent of the insurer and company has achieved the most effective
role which the other lS to play in pre- & HUNTINGTON thus no fiduciary relationship nor safety record in industry In 1972 duPont
senting complex matters in a format suffi-

risk management consultants does the expression of an opinion as to had a rate of 0 16 injuries per million man-
clent for Judge and jury to comprehend coverage work as an estoppel, even hours-a phenomenal recordSan Francisco--Newport Beach

against the agent who voiced it, or against He states essentially that the federal
ALTHOUGH THE expert can begin to as- his pnncipal " The judge further stated OSHA is not achieving the effects for

sist the attorney in acquiring the necessary A N INSURED IN GEORGIA earned that "the insured was not only free to ex- which is was designed and probably never
knowledge, for an attorney to begin this 1-1 a policy covering burglary and sub- amine the contract, he was under a duty to will He says, "The added cost of doing
process with little or no technical educa- mitted a claim The full amount of the do so, and if he had done that he would business under a federal safety act does
tion or experience and expect to assimi- claim was denied because the policy did have observed Just what coverage is pro- not show a comparable benefit or contri-
late sufficient technical knowledge to not have the coverage expected by the in- vided to him. bution to safety. The reason for this is
conduct an expensive product liability suit sured since the former broad policy had The case is that of Parris and Sons Inc, that most injuries are caused by a failure
is a dangerous approach. been renewed with a more limited form v Campbell, 196 SE 2d 334. We suspect this of people, which no legislation can control

One of the important periods in a prod- The insured admitted that he had not is a case which could be interpreted either Corroborating his statement is the ex-
uct liability suit is the pretrial discovery read the policy but rehed on the agent's way by different courts Some jurists have perience of United States and European
stage, when information necessary to for- statement that full coverage existed Be- held that it is impossible for a layman to un- companies. The general European ap-
mulate defenses is gathered A critical cause of the agent's statement, the insured derstand an insurance contract. Neverthe- proach has been to legislate safety. where-
time in the discovery stage lS when the at- sued for the full amount of the loss and less, there are many points which can be as, prior to OSHA, the U.S. has been
torney confronts the opposing party's ex- received a judgment by the state court in determined and all insureds should read voluntary and individual. The record
pert in order to obtain information concern- Georgia. their contracts-r at least as much of them shows that the U S performance lS consid-
ing the defective product which is vital in The insurer then appealed and the court as they can understand erably better than that of Europe Possi-
the preparation of the defense This 1nfor- of appeals reversed the decision stating bly even more convincing is the fact that
mation is used in trial preparation and fre- "the representation alleged to have been The Human Aspect of Safety OSHA became effective in the spring of
quently dictates one's trial strategy made by the agent of the msurer, whether 1971 According to the National Safety

The failure of some attorneys to grasp prior or after the loss to the effect that the A highly significant article on safety ap- Council, 1971 figures showed an increase
significant technical details pnor to this insured was 'fully covered' can amount to peared in the February 13, 1973, issue of an injury frequency of 6%.
critical time can be disastrous. A failure to no more than an opinion as to coverage or the Journal of Commerce written by J. Mr Queener states that what is needed
question the opposition's expert effective- a legal opinion as to the effect of the con- Sharp Queener, manager of the duPont is not so much legislation, but more re-
ly often results from the fact that this dis- tract, which does not give rise to action- Co. Safety & Fire Protection Division Not search into what creates effective safety
covery occurs early in the suit when the able fraud . There was no relationship only is Mr. Queener widely experienced and programs and education of employers and
attorney has had little time to be educated of principal and agent between the in- recognized as a leader in his field, but his employes in what is known.
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Outboard Marine manufactures

a broad line of motors including
one so lightyou would hardly
notice carrying it. That's because
Outboard Marine knows their

markets and the needs of their

customers.

L So when Outboard Marine

wanted a foreign insurance under-
writer for its risks abroad, it
wasn't unnatural that they and
their brokers picked one who knew
the markets and Outboard Marine's

needs. And.could deliver with
-all the power you'd expect from a-
top of the line organization.

They chose AFIA with its more
than 3800 employees abroad and
over 220 branch offices. Trained

and knowledgeable, AFIA knows
the market the way a good captain
knows the waters... the reefs you
can see and the ones out of sight.
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Dishonesty in banker's blanket bond.
HONOLULU-"Mere negli-

gence, poor business judgment
or poor banking practices stand-
ing alone are not sufficient to
constitute dishonesty within the
meaning of the banker's blanket
bond."

That was the word from one
of four panelists exploring the
interpretations of fidelity policies
at the annual meeting of the
American Bar Assn., section of
insurance, negligence and com-
pensation law, here recently.

Although interpretations vary
from court to court, generally
there must be some form of con-
cealment to "evidence a dishonest
or wrongful intent" before the
employe's conduct can be held
dishonest, Charles H. Witherwax
said.

"To do otherwise, to hold
that bad judgment alone was

dishonesty would in effect be
converting the banker's blanket
bond...toa faithful per-
formance bond which is much
broader in scope than the aver-
age fidelity bond and is generally
held to guarantee not only the
honesty, but the competency, effi-
ciency and diligence of the prin-
cipal," he argued.

The question of dishonesty is
one of fact, not law, the speaker
contended.

"EXCEPT WHERE personal in-
terest and profit accompany bad
business judgment or poor bank-
ing practices, it would seem that
the majority view is that the
question of dishonesty is one of
fact and not of law and thus the

danger of the surety falling vic-
tim to a summary judgment or
directed verdict at least in most

jurisdictions is unlikely."
The courts have been trying

to define dishonesty within the
meaning of the bond for sometime.

But, they "do not seem on the
verge of a breakthrough within
the forseeable future," the speak-
er said.

Another panelist brought up
the question of recovery under
the bond.

"It had been my experience
that most sureties will pay the
losses covered by the risks as-
sumed in their bonds. It is only
where the risk is not covered that

litigation arises. Claimants are,
therefore, limited generally to
those who believe payment of the
premium entitles them to a right
of recovery regardless of what is
said in the policy, and unfortu-
nately, the courts sometimes
agree."

Firemen search the wreckage of Turkish Airl ines DC 10 ie-.

DC10 engine change
WASHINGTON-The Federal

Aviation Administration (FAA)
this month - ordered immediate
changes to the engines on McDon-
nell Douglas DC10 jumbo jets tc
correct a potentially hazardous sit-
uation.

Whohas
the latest scoop
onGroup Dental

Insurance?
New England Life's

Group Dental Insurance.
A comprehensive

program that goes
right to the root of
dental problems. "*

There's never

really been a plan
quite like it.

The incentive
reimbursement

concept in our .
Scheduled Plan
offers economic 43' h

incentives to

encourage
1· '

regular dental
care, and its no-
deductible feature makes this
whole policy easy to swallow.

Companies with 50 or more
employees may

be eligible whether
they have other

 New England Life
 policies or not.

Once you look
8 into our approach to

dental insurance, you
may just say "ah,"
and see how we
can fill your other

,  insurance needs.
You can

extract a proposal
from1

any of our
Group or General

Agency field offices.
Justlookusupinthephonebook.

New England Life, of course.
This Group Dental Insurance currently not available in Delaware, Iowa, Missouri and New York.

New England Mutual Life Insurance Company, Boston. Subsidiary: NEL Equity Services Corporation, mutual funds. Affiliate: Loomis, Sayles & Company, Inc., investment counselors.
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The FAA had already ordered
substantial changes to be made to
the cargo door system on the big
jets. Defeess in the door system
may have led to the Mar. 3 crash
of a Turkish Airlines DC10 near

Paris, Franve, that killed 345 per-
sons in the worst disaster in avia-

tior history. (Business Insurance,
March 18.)

The crash raised the possibility
tha: McDonnell Douglas might be
hit with product liability suits.

The engine failures involved a
fan blade teing thrown from the
engine. The FAA said that in one
instance the blade cut a fuel line
and caused a fire.

Tne engines in question, CFB tur-
bines, are manufactured by Gen-
eral Electric Co. Not all DC1Os are
affected by the FAA order. •

Must grant
paid leave
for pregnancy

HARTFORD-The city of
Hartford must grant employes
paid sick leaves for pregnancy,
city corporation counsel Alexan-
der A Goldfarb has ruled.

Mr. Goldfarb, citing a 1973
state law requiring municipalities
to grant paid sick leaves for
pregnancy, has ordered city per-
sonnel director Robert D. Krause

to scrap the existing city policy
wh: ch says that pregnant women
are entitled to unpaid leave-of-
absence for as long as their doc-
tors and the city health depart-
rnent deem necessary before

del:very and for up to 30 days
after a child is born.

Mr. Krause has estimated that
it «Ll cost Hartford about $90,-
000 a year to grant sick leaves to
pregnant women.

Under the state law, a pregnant
woman must be granted "a
reasonable leave of absence," and
must be paid "any compensation
to which she is entitled as a re-
sul: cf the accumulation or dis-

ability or leave benefits."

THE HARTFORD policy had
held to the theory that a pregnancy
is not necessarily a disability, and,
moreover, that the percentage of
pregnant women never resuming
the.r jobs was higher than the
perzentage of other employes
taking leave-of-absence for other
illness or disability.

Mr. Goldfarb recommended
immediate revision of the Hart-
ford policy which read that if a
woman does not return to work

within 30 days after her child is
born, she is deenned to have re-
signed; he suggested a 40-45 day
limit.

Mr. Krause is changing the
limit to 45 days, at the same time
noting that individual city de-
partment heads have the right to
extend the deadline upon request.

Mr. Goldfarb commented that

while the Hartford policy was
constitutional, the state law should
take precedence. •



Giles on the law

Airlines shouldn't restrict physical
features of stewardesses,court says

By JOHN W. GILES
Attorney at law

WASHINGTON-In recent

years, courts have ruled that air-
line companies may not penalize
their stewardesses for being mar-
ried, pregnant or over 35-years-
old. Recently a federal judge in
Washington, D.C. removed yet an-
other restriction-stewardesses
may not be penalized for being
overweight.

In a 15-page ruling, judge Au-
brey Robinson Jr. ruled that

Northwest Airlines stewardesses
who were grounded or fired since
1965 for weighing too much are
entitled to collect back pay from
the date of their firing or ground-
ing.

Judge Robinson's precedent-
setting order, which also strikes
down most other physical re-
quirements Northwest had estab-
lished for its stewardesses, sets
the stage for an appellate con-
frontation that will affect every
major airline in the United
States.

If upheld by the federal court
of appeals in Washington, Judge
Robinson's order would mean

that an airline may no longer
weigh its stewardesses or even
suggest to them that they are too
heavy.

The one exception Judge Ro-
binson made was in cases where
a stewardess's weight "is such as
to render her physically incapa-
ble of performing the duties of
the job."

Furthermore, Judge Robinson
declared illegal Northwest Air-
lines' policy of forbidding stew-
ardesses to wear eyeglasses in
flight

Nor, he said, may the airline
refuse to hire stewardesses be-
cause they are too ta4 "unless
they are taller than acceptable
standards for male cabin attend-
ants."

Judge Robinson's order con-
cludes a five-year-old lawsuit
brought by 44 Northwest stewar-
desses on behalf of all their col-
leagues in the company, which
charged that Northwest was vio-
lating the Equal Pay Act.

Judge Robinson's order says
that stewardesses should have
been paid at purser's scale, which
most men in comparable posi-
tions receive. The scale is up to
double what the stewardesses

have been making until now.
The judge's order instructs the

airline to immediately begin

paying stewardesses at purse's
scale and to reimburse them in
that pay category retroactive to
1968.

In addition, ihe judge ruled
that the .airline may not require
stewardesses to share rooms in
hotels on layovers; he ordered
the airline to reimburse stewar-
desses for each layover they have
made since 1968 in which they
shared a room at a rate equal to
a single room.

Judge Robinson also ruled that
the company may not restrict
stewardesses' choice of luggage to
be carried on the plane, except
that it must be in reasonably
good condition.

He directed the airline to reim-
burse the stewar(lesses for legal
costs incurred in bringing the
suit and to pay interest on their
back pay at 6%.

***

IF YOU ARE OPERATING a
bank or other financial institu-
tinn- are vou liable if one of your

tellers disregards the demands of
a robber, and one of your cus-
tomers is shot and killed by the
robber? This was an action for
damages for the wrongful death
of a custorner of a currency ex-
change against the exchange and
one of its tellers by the custom-
er's widow, who alleged that
defendant's negligence in not
complying with the directions of
an armed robber to give him
money or open the door in the
teller's cage, resulted in the rob-
ber shooting the customer in the
head, as he had threatened he
would do. The supreme court of
Illinois held that since neither

the exchange nor the clerk had a
duty to the customer to accede to
the demands of the robber, they
were not liable for the customer's
death. The court pointed out that
it is the general rule in Illinois
and other jurisdictions that a
person has no duty to anticipate
the criminal acts of third persons.
An exception to this rule exists,
however, when criminal acts

could be reasonably foreseen.
The cases cited by the plaintiff

involved the question of whether
facts existed which should have
alerted the defendant to a risk of
harm to his invitees by criminals.
These cases are of little help here

business insurance, September 16, 1974/47

since the instant case presents a
question of whether the defend-
ant who is faced with an immi-
nent criminal demand, incurs
liability by resisting, not whether
he is negligent in failing to take
precautions against a possible fu-
ture crime. The court noted that
in the instant case an analysis of
the factors leads to the conclusion
that no duty to accede to criminal
demands should be imposed. The
presence of guards and protective
devices do not prevent armed
robberies.

THE PRESENCE of armed
guards would not have prevented
the criminal in this case from
either seizing the deceased and
using him as a hostage or putting
the gun to his head. Apparently
nothing would have prevented
the injury to the decedent except
a complete acquiescence to the
robber's demand, and whether
acquiescence would have spared
the life of the decedent is, at best,

speculative. The court noted that
the demand of the criminal was
to give him the money or open
the door. A compliance with this
demand, would have in turn, ex-
posed the defendant teller to
danger of bodily harm.

If a duty is imposed on the cur-
rency exchange to comply with
such a demand, the same would
only accrue to the benefit of the
criminal, without affording the
desired degree of assurance that
compliance with the demand will
reduce the risk to the invitee. In
fact, the consequences of such a
holding may well be to encourage
the use of hostages for such pur-
poses, thereby generally increas-
ing the risk to invitees upon
business premises. If a duty to
comply exists, the occupier of the
premises would have little choice
in determining whether to com-
ply with the criminal demand
and surrender the money, or re-
fuse the demand and be held lia-

Continued on page 48
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Cliumi Boiler & Machiner¥ Insurance.
Whether or not you have a boiler.

there's a Chubb policy that protects your heating,
cooling and power producing machinery and equipment.

With offices nation-wide. we can offer close-at-hand
service in engineering, inspections and claims.

CHUBB/PACIFIC INDEMNITY GROUP
Subsidiaries of The Chubb Corporation, 100 William St., New York, N.Y. 10038
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Insurance is not a substitute for
pollution loss control: Reinsurer

LONDON-Insurers have so-

cial responsibilities when they
sell pollution risk cover. They
must guard against being used
by corporate industry as a sub-
stitute for safety research, Julius
A. S. Neave, honorary president
of the Reinsurance Offices Assn.
told risk managers at a London
seminar.

"We're well aware of the cost

of loss prevention of every de-
scription, and that insistence on
measures to reduce risks may
make the cost of cover uncompet-
itive," Mr. Neave said.

"But the duty of insurers and
reinsurers in these circumstances
stands out clearly. We must not
allow ourselves to be used as a
$ubstitute for research, and so let

the sting be taken from the con-
sequences of new industrial proc-
esses before enough experiments
have taken place to secure safety
from pollution.

"The same applies to new
products, which may be mar-
keted too quickly in the hope of
scooping some great financial re-
ward."

MR. NEAVE told members of

the Assn. of Insurance Managers
in Industry and Commerce, the
UK equivalent of ASIM, that his
own company, Mercantile and
General Reinsurance, believed
that insurers must not allow de-
mands for cover to run counter to

public policy.
Other international companies,

he said, such as the Munich Rein-
surance Co. and the Swiss Rein-

surance Co., also felt public
interest was a factor to be re-

spected when granting pollution
cover.

Apart from major industries in
the U.S.. there seemed to be little
evidence of any high level of
world demand for specific pollu-
tion cover, Mr. Neave reported.

"In the direct insurance mar-
ket," Mr. Neave continued, "there
does not yet seem to be a
recognized or established lead
specializing in the risks of pollu-
tion or environmental impair-
ment. The absence of

specialization has dangers for
both industry and insurers, since
cover against liability for the

consequences of pollution might
be taken for granted under gen-
eral public liability policies.
Claims rnay arise, however,
which reveal unacceptable haz-
ards, and lead to the need for
special policies at high rates of
premium.

"IT IS LOGICAL and desirable
that specific pollution cover should
be available. This will also draw

the public's attention to its own in-
volvement with the problem, and
insurers, by insisting on preven-
tion measures, will help to

improve the hazard in the public
interest."

Creation of a technical bureau

to bring scientific skills to bear
on risk assessments and loss pre-
vention would be a valuable

move, especially if industry and
environmental authorities j oined
with the insurance to set up some
kind of anti-pollution agency on
an international scale, Mr. Neave
urged.

Risk management overseas.
If your risk is on this planet,
its in the sphere ofJames.
To succeed for your company,
any multinational risk man-
agement program requires an
insurance brokerorgani-
zation with facilities where

your exposures are located.
But being on the scene isn't

enough. Your brokershould
be part and parcel of the
scene-indigenous tothe
country, the laws, regulations,
language, life style.

And your broker should be
close to home as well, to make

sure your total program re-
flects the overall corporate
view.

This is precisely why James
has joined with Minet Hold-
ings Limited, one of the United
Kingdom's largest, most re-
spected brokers, to form
Minet/James International,
Limited.

Minet/James International

-a new, major force in multi-
national risk managementand
insurance. Servingcorporate
clients from offices in 34 cities

James

in 18 countries around the

world. With a staff of more

than 500 professionals out-
sidethe U.S.and U.K.-almost

allof them nationalsof the

countries in which they work.
People who understand how
toeffect risk management
abroad for your company.

And your program is fully
coordinated by James pro-
fessionals nearyou. Special-
ists who keep their passports
current and are ready to travel
on a moment's notice.

Right now, Minet/James
International is providing
integrated risk management
for corporate clients world-
wide.

These services continue to

expand throughout our net-
work of offices. That's why we
say: If your risk is on this
planet, it's in the sphere of
James. Write Thomas J. Ryan,
President, Fred. S.James&Co.,
Inc. 230 West Monroe Street,
Chicago, Illinois 60606.

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

MORE THAN 80 OFFICES TO SERVE YOU THROUGHOUT THE WORLD

Court rules

for employer
in lung case

HARTFORD-The state SU-

preme court upheld a Connecti-
cut workmen's compensation com-
mission award to a worker at

Terry Steam Turbine Co., Wind-
sor, who suffered partial loss of
the use of his right lung in an ac-
cident.

Wallace J. Balkus was struck

in the back by a heavy metal
casting with which he was work-
ing on May 12, 1968. Several days
later, he was hospitalized with a
collapsed right lung. The lung
collapsed again the following De-
cember and part of the lung was
removed.

Mr. Balkus was 36 at the time
of the accident.

The workmen's compensation
commission found that Mr. Bal-
kus had suffered a 25 % loss in
the use of his right lung and
awarded him 50 weeks of com-

pensation pay and $1,750 in law-
yer's fees.

The man appealed the ruling,
contending that he was entitled
to 195 weeks of compensation pay
because not his lung, but his en-
tire body had suffered a 25 % dis-
ability.

The state's high court, in up-
holding the workmen's compensa-
tion commission ruling, remarked
that Mr. Balkus' doctor had test-
ified that while the man had suf-

fered a 25 % loss in the use of his
right lung, he was not 25 % dis-
abled in his entire body. I

Giles ...
Continued from page 47

ble in a civil action for damages
brought by or on behalf of the
hostage. The existence of this di-
lemma and knowledge of it by
those who are disposed to commit
such crimes will only give future
kidnappers additional leverage to
enforce their criminal demands.

The only persons who will clear-
ly benefit from the imposition of
such a duty are the criminals. In
this particular case the results
may appear to be harsh and un-
just, but for the protection of fu-
ture business invitees, "'We

cannot afford to extend to the
criminal another weapon in his
arsenal." There was a dissenting
opinion. (Boyd v. Racine Currency
Exchange-306 N.E. 39 (1973).)

***

IF YOU DESIGN and install a
septic system for a home and it
fails to work, thereby reducing the
home's value are you liable to the
purchaser of the house?

The appeals court of Massa-
chusetts says "No". The action
was against the installer and de-
signer of the septic system and it
was claimed that the house was

worthless because the system did
not work and that expenditures
would be required to make the
system work.

The lower court found for the

purchaser but the appeals court
held that the purchaser could not
maintain a tort action against the
installer of the system. The court
held that tort liability for negli-
gence by a supplier of defective
products extends to negligent
manufacture, processing or han-
dling which results in foreseeable
physical harm to persons.

In the absence of personal in-
jury or physical damage to prop-
erty, the negligent supplier of
defective products is not ordinar-
ily liable in tort to a purchaser
for simple pecuniary loss caused
by defective or inferior merchan-
dise. (McDonough v. Whaen, 1973
-304 N.E. 2nd 199.) •
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Meet the fastest quoter in the
commercialinsurance business.

HELLO, I'M ZIP.

ZURICH INSTANT PRICE.

I WORK FOR ZURICH-AMERICAN.

1 CAN GIVE YOU A SIMPLE QUOTE IN
30 MINUTES. ACCURATELY.

I'VE QUOTED AN 80-LOCATION RISK IN
JUST 2;s HOURS.

1 CAN SEND MY COMPUTERIZED QUOTES

ANYWHERE THERE'S A TELEPHONE.

1 QUOTE Z-A'S TOP SECURITY*
PACKAGE. THIS INCLUDES PROPERTY
[FIRE AND MARINE}, GENERAL LIABILITY,
BURGLARY AND OTHER IMPORTANT
BUSINESS COVERAGES.

I'M AT WORK RIGHT NOW IN Z-A OFFICES
ALL OVER THE COUNTRY SERVING NEARLY
2000 INDEPENDENT Z-A AGENTS.

SO IF YOU NEED AN ACCURATE QUOTE IN A
HURRY GIVE YOUR LOCAL AGENT A CALL.

TELL HIM ZIP SENT YOU.
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Ford okays extension
of OPIC through 1977

WASHINGTON-President
Ford gave White House blessing
to the Overseas Private Invest-

ment Corp.'s goal of turning its
political risk insurance program
into a private business.

The President, without cere-
mony, signed into law a bill ex-
tending OPIC's operating authority
through the end of 1977.

OPIC writes insurance on ov-
erseas U.S. investments in about
90 countries covering inconverti-
bility of currency, expropriation
and war risks.

THE LAW calls for the gradual
transfer of OPIC's investment in-
surance underwriting to private
hands by 1980.

A joint OPIC-private insurer

e

association is planned to begin
next Jan. 1 with the private in-
surers hopefully taking on at
least 25%, and perhaps as much as
50%, of OPIC's inconverubility and
expropriation exposures. (Business
Insurance, Sept. 2.)

Plans for obtaining private
participation in OPIC's war, rev-
olution, and insurrection risks
will be developed later in com-
pliance with the laws' directive
to achieve 12.5% private partici-
pation by Jan. 1, 1976.

OPIC also announced its inten-
tion to resume insurance pro-
grams in the Republic of (South)
Viet Nam and Laos on a "limited"
basis.

OPIC's board of directors for-
mulated special risk management

1,\
L-

terms to govern issuance of in-
surance in these countries and
has submitted them for review to

the Senate foreign relations com-
mittee and the House foreign af-
fairs committee.

THE INDOCHINA investment
insurance requests must be ac-
companied by a current assess-
ment of risks and OPIC will
insurance no more than 80% of
the value of the project, unless it
is for a small business, in which
case the limit could conceivably
be raised to 90%.

OPIC will not insure projects
in the $5 million range unless
there is "significant" participa-
tion by private insurers in cov-
ering the risk.

At present, interest in OPIC in-
surance in Indochina has been
light, OPIC officials told Business
Insurance, with about a half a
dozen inquiries received, mostly
for projects worth less than $1
million.

Realtors not satisfied

with present E&0 policy
ATLANTA-Dissatisfied with

coverage provided by its current
insurers, the Georgia Real Estate
Board is seeking a new insurance
company to write errors and omis-
sions policies for its 4,000 realtor
mernbers.

The board currently has poli-
cies with three companies: Fire-
man's Fund, Cincinnati Insurance
Co. and the Chicago Insurance
Co., but would prefer a single
company for the entire profes-
sional liability package, according
to L. C. Broome, who handles in-
surance for the association.

"There's no one I can use all

the way through," he said, refer-
ring to the three companies.
"Each of thern has its own

quirks."
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Fireman's Fund, Mr. Broome
explained, "prefers writing for
those who have property insur-
ance with them, and Cincinnati
also wants collateral business

along with liability coverage."

A PROBLEM IN writing errors
and omissions policies for the
association, Mr. Broome noted, is
the size variation of its member

realtor companies, which range
from single-man offices to firms
with staffs of 500.

The association is seeking a
policy with aggregate limits of
$100,000 to $300,000, he said.

The board has received bids
from St. Paul Fire & Marine In-

surance Co., American States In-
surance Co., and Lincoln National
Insuance Co., Mr. Broome said.

He indicated a preference for
Lincoln National, because "they've
been quite aggressive in the field
of E&0 coverage." But the com-
pany has not yet written policies
in Georgia, he noted.

"Lincoln would have to be ap-
proved by the Georgia state in-
surance department," he said.
"We're still looking for a good
offer and would like to change
(from the current coverage) as
soon as possible," however, he
added. •

State plans
malpractice
Investigation

NEW YORK-"There is evi-

dence that only about one dollar
from every six paid in premiums
by doctors return to the consurn-
er in the form of benefits. While

the cost of malpractice premiums
are being passed to the consumer
in terms of higher cost for health
care, the consumer receives very
little in return when he is

actually injured by malpractice
actions."

That was j ust one point state
senator John R. Dunne made
concerning high health care costs
consumers must pay.

Public hearings are planned by
the select committee on insur-

ance, headed by Sen. Dunne to
"investigate soaring medical mal-
practice premiums that are c6n-
tributing heavily to the tremendous
cost that consumers must pay for
health care."

During the past year alone,
malpractice premiums have nearly
doubled, the senator said. Certain
doctors are paying $15,000 a year
just for the coverage.

Many suggestions to alleviate
the problem will be heard at the
hearing. Some include binding
arbitration of malpractice claims
and a form of no-fault malprac-
tice.

"The select committee has no

predisposition as to the best solu-
tion, but it is obvious that some-
thing must be done quickly
before there is a serious break-
down in the delivery of medical
services to the public," Sen. Dunne
said.

li

Broker in ioint venture
Schiff Terhune International,

Inc., New York, and C. D. Mallo-
ry & Co., a ship chartering firm,
have formed a new joint corpora-

4 tion, Mallory-Schiff Agency, Inc.
The new insurance facility will
offer Schiff Terhune clients in-
creased expertise on marine and
shipping lines, as well as provide
insurance for Mallory clients.



Where billions of
dollars of insurance,
asset conservation

and benefit dedsions
are macL"

Thecorporateconsumerof insurance, employe benefits,
safety/security and financial serviceshasa big responsibility.

Hemay bean administrative executive. Ora financial
executive. Or perhapsa risk manager, employebenefitsadmini-
stratoror insurancedirector. Whatever,it's his jobto
approvethebuyingof all majorrisk protection
and employe benefitsprograms involving hiscompany.

As a group, these corporate executives are .
responsible for protecting hundreds of billions of dollars
in assets, property and people.

Business Insurance zeroes in.
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ADMINISTRATIVE
EXECUTIVES

Business Insurancedoesall this every- other-Monday throughout the year.

Insurance is just part of it.
Sure, the Business Insurance audience buys commercial

insuranceand employe benefits plans.
But, that'snotall. Theseinfluential executivesalso

appoint insurance brokers and agents, they speci fy safety and
securitysystemsto protect billions cf dollars in corporateassets
and the wellbeing of millions of workers. . they are responsible
to top managerrent for loss control and accident pre-
vention. Many of them are deeply involved in thedesign of

payroll deducted savings and insurance plans,
They are interested and concerned
about better healthcareand maintenance.

all of which is part of good risk management.
So, if you'reacompany which supplies

any of theseservicesand financial needs,
Business Insurance is the newsmagazine which

1,·. *:»k,r · can best dothejobtohelpyoukeepyour
SRB :.{:.· name in front of these decision makers.

For more details, call Don Walsh

at (212) 986-5050. Or write: Business
Insurance, 708 Third Avenue,
New York, N.Y. 10017.
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Sure, there are many insurance trade publications
which are edited for sellersand underwriters. And then

there's Business Insurance, the newsmagazine which
zeroes in on'the important administrative/ financial//
risk management executive in a corporation.

Business Insuranceisthe newsmaga-
zine that just had to be. That's because , I

it gives this audience the news and timely
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Study reveals majority of shipowners
believe liability limits'much too low'

WASHINGTON-A transporta-
tion department cargo liability
study is revealing, among other
things, that the majority of ship-
pers believe that liability limits
for shipments by sea are much too
low.

The carriage of Goods by Sea
Act (COGSA), as part of an in-
ternational agreement, limits a
shipowners liability to $500 per
package, an amount that has not
changed for years.

A transportation department
survey of shippers indicated

there were split opinions of what
shipowners liability to shippers
should be. Forty-two percent told
the government it should be for
the actual value of the package;
46% said from $1,000 to $5,000

1

per package; and 12% said $8.80
per kilo or more.

Shippers who believed the pres-
ent limit was adequate tended to
ship cargoes with relatively low
values per pound, said the trans-
portation department.

QUESTIONS on the COGSA lia-
bility are just part of a larger
government look at cargo liabili-
ties and insurance coverages with
a view toward rationalizing the
system.

Transportation officials said
this was particularly necessary to
go along with increased world
trade which confronts shippers
with confusing liability rules and
insurance coverages.

The transportation department

survey figures were revealed in a
progress report late last month
and are derived from partial re-

turns from a survey of more than
800 manufacturers, retailers and
wholesalers, and freight forwar-
ders.

The shippers reported that
railroads had the best frequency
on paying off claims in 1972, hon-

oring 91 % of them. These figures
are based on export cargo only,
however.

The lowest percentage of claims
honored was against air carriers,
where 57 % of claims were hon-
ored, but the claim payments rep-
resented only 22 % of the value
claimed.

More than 50 % of all claims

filed took as much as 60 days to

Toymakers dodt build
airplanes or airports

and we don't play around
with coverage.

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

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

Competence should not stop at
this point.

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

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

Then have him get a quote from
our expert underwriters.

AVIATION OFFICE OF AMERICA
INCORPORATED

A GROWING INTEANAIIONAL A/IATION INSURANCE AND RENSURANCE ORGANIZATION

JACK G. FOLMAR

CHA]RMAN OF THE BOAROAND CHIEF EXECUnVE GFiCER

WILLIAM H. ALDEFMAN
PRESIDENT

recover, the department was told.
At the worst, just over 14% of
claims filed took more than three

months to recover, with the aver-

age for this group being 243 days.

ABOUT 43% of the claims were
due to visible damage on receipt

of goods, according to the prelim-
inary results of the survey. An-
other 41 % was due to theft,
pilferage, robbery, hijacking, or
short shipments, and a final 15%
was due to concealed darnage
discovered after delivery.

Questions on cargo insurance
practices revealed that 25 % of
the respondents were self-in-

sured, 81 % purchased insurance
on an open policy, and 59 % in-
sured individual shiprnents.
Many respondents used a combi-
nation of these practices.

Coverage limits for open policy
purchasers were broken down to
show about 25% with $100,000 or
less; 30% with between $100,000
and $1 million; 20 % with $1 mil-

7025 EASTEX FREEWAY/BEAUMONT. TEXAS 77706/TELEPHONE (7131 892-7025/CABLE: FOLMAIRINS
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lion to $2 million; and 25% with
more than $2 million in coverage.

Deductibles on the open poli-
cies were divided with 55% of

policy holders having no deducti-
bles; 17% with $100 deductibles;
and 28 % with deductibles of

more than $100.
Interstate Commerce Commis-

sion records for 1972 showed that

3.4 rnillion claims, seeking $352
million, were filed by shippers
against motor carriers. The ICC
reported 2.6 million claims were
settled for $194 million, or 55 %
of the total claimed.

For railroads, the Association
of American Railroads reported
2.14 million claims were paid in
1972, down from 2.28 million in
1969. The value of the claims in-

creased, however, to $234 million
in 1972 from $210 million in 1969.

THE CIVIL Aeronautics Board
began collecting claims informa-
tion frorn air carriers with

freight revenue exceeding $3
million in June, 1972.

For fiscal 1973, ending in June,
1973, domestic air freight carriers
paid 38,000 claims, which cost
them $6.1 million. The claims
sought damages of $10 million.

International air carriers re-

ported 12,000 claims paid, worth
$3.6 million. The claims had
sought $5.5 million in damage.

The CAB reported the average
claims were small: $158 for
domestic carriers and $281 for in-
ternational carriers.

The top commodity group
susceptible to damage, according
to claim reports, was clothing,
except fur or fur-trimmed, for
motor carriers; motor vehicles for
railroads; and wearing apparel,
except fur, for air freight car-
riers.

The Federal Maritime Com-

mission is just attempting to col-
lect claim information from ship
operators, according to the
transportation department. •

Medicare

patients can
use HMOs

WASHINGTON-The Health,
Education and Welfare department
(HEW) last month proposed reg-
ulations to allow health mainte-

nance organizations (HMOs) to
provide medical care services for
Medicare participants.

An HMO meeting the statutory
requirements can choose to par-
ticipate in Medicare on an incen-
tive reimbursement basis, under
which the HMO and Medicare

share in any savings the HMO
achieves by providing services at
a lower cost than in other medi-

cal care facilities in the same geo-

graphical areas.
There is no sharing in the pro-

gram of any losses suffered by
the HMO in providing the ser-
vices.

HMOs will soon be required as
an option to be offered by em-
ployers to employes in lieu of
traditional insured medical pro-
grams. It's expected they will
also be included in national

health insurance program. •

Consolidate coverage
CNA/Insurance announced it

is consolidating in the Continen-
tai Assurance Co. its administra-

tion of general group accident
and health, and life insurance.
Up to now, Continental Casualty
and Continental Assurance both

carried the group coverages, but
Continental Casualty will only
continue to market group accident
and health. It will also retain its

business in salary continuance, 24-
hour accident lines.



Insured moves to

prevent D&0 claims
DALLAS-The Dallas County

Hospital District Board supplies
a list of twenty-six rules of con-
duet to each of its hospitals for
their directors, officers and

trustees designed to prevent suits
against the institutions and their

managers.

The list suggests that these in-
dividuals:

• Attend board meetings regu-
larly.
• Exercise general supervision

over the corporation's affairs.

• Investigate and audit the
corporation's decisions.
• Bring your 'business experi-

ence' and 'common sense' with

you to decide corporate policies.
• Pursue the warning signs

that come to your attention that
something is wrong.

Auto cover

good: Buyers
NEW YORK-Despite rumors

that the insurance market for ve-
hicle insurance for rental and leas-

ing companies has been tightening
up, specialty underwriters and in-
sureds disagree. Some even insist
that the market has never looked

better.

"I've been looking in the market,
as I do every year, and conditions
have never been healthier," John
Murphy, insurance manager at
Avis, said.

The market is small. Very few
insurers specialize in this cover-
age needed for rented and leased
vehicles, he added. "It takes some
expertise. You have to go in
heavy or not at all."

THE LEADING underwriters

in the R/L market are Liberty
Mutual and INA-listed as the

biggest-followed by Allstate and
Travelers.

There are always companies
trying to get these big premium
dollars;-and consequently, "mav-
erick companies are always in and
out," Mr. Murphy said.

"Continental Casualty did move
out" of this market, he went on to
note. Continental had been a ma-

jor force in this market in the
1950s and 1960s.

One insurer, however, has no-
ticed a slight market tightening.

INA underwrites the auto cov-

erage for one leasing firm, Econo-
car; as well as other renting firms.

A source said, "six months ago,
other companies were freely
writing it. There has been a
slight tightening up in the last six
months."

But, INA is not about to move
out of the market. The underwrit-

er is still writing a sizable volume
of business; with no plans to cur-
tail the number of policies sold.

ALTHOUGH HERTZ self-in-

sures its fleets, the insurance
manager there had some com-
ments at that "The market prob-
ably is tight. But, there is always
a market for leasing companies
insurance; it's just a question of
how much money you're going to
pay."

Costs for auto collision and lia-

bility are not low, according to
Mr. Murphy at Avis. Reasons for
this include the number of differ-

ent drivers using the vehicles and
use of cars more often for business
than a family car.

But, he sees the market im-
proving. "No-fault is a positive
factor in the auto market." •

• Insist on regular and fre-
quent board meetings.
• Insist on meaningful board

meetings with full disclosure of
operating results.
• Require the corporation to

employ a CPA firm to audit the
corporation's records.
• Require the corporation to

engage competent legal counsel.
• Require the corporation to

set up an executive committee to

examine and carry out the board
of directors' policies.
• Require reports at the dire-

tors' meetings of all committees
of the corporation.
• Evaluate officer perform-

ance; review the duties of offf-
cers periodically.

• Select competent new exec-

utive officers.

• Authorize legitimate corpo-
rate indebtedness.

• Insist on policy as to retire-
ment of directors, officers and
employes at realistic age - and
health condition.

• Know the directors, officers
and corporate organization you
are asked to j oin.
• Adopt and follow sound

business policies.
• Avoid self-serving policies.
• Avoid conflict of interest.

• Maintain a good credit

standing for the corporation.
• Maintain reasonable capital-

ization.

• Observe the general corpo-
ration business laws.

• Review the adequacy of the
corporation's insurance program.
• Review the adequacy of

your directors' and officers' in-

surance program.

• Review the fairness of the

indemnification granted directors
and officers of the corporation. •
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Extra benefits provide
cover for CBS newsmen

NEWPORT, R.I.-While film-
ing the America's Cup trial races
here last month, one Columbia
Broadcasting System (CBS)
technician was killed and another

camerman seriously injured
when the helicopter they were
using crashed.

Robert Oddo, who was killed
when the helicopter took a dive
into the water, worked for CBS
on a per diem basis. This position

did not entitle him to full compa-
ny benefits, sources disclosed.

HOWEVER, it is standard proce-
dure for all employes traveling

for the firm, regardless of employ-
ment status, to be covered under
the CBS travel accident policy.

CBS sources said that this

coverage, handled through
American Home Assurance Co,
will pay benefits to Mr. Oddo's
beneficiary.

The other employe injured

during the crash, Delos Hall, was
a full time cameraman for CBS.

It is believed that he has already
filed a workmen's compensation

claim with the CBS insurer, Con-
tinental Insurance Co., in the
state of Illinois.

It was not known who owned

the rented helicopter. The pilot
was seriously injured. CBS de-
clined to say whether the owner
will be held liable for the crash.

Until further investigations de-
termine the actual cause of the

accident, no charges will be
made. m

/, 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.
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Distant goals: More consolidation and mass-marketing

Insurance changes are still underway at Wickes
By JOANNE GAMLIN

SAN DIEGO-The Wickes

Corp., diversified lumber and

shelter retailer, is harboring a
wish that may come as a surprise
to a lot of people: Its financial
services group is launching plans
which could make Wickes anoth-

er Allstate. The group is j ust be-
ginning a study into various
mass-marketing insurance pro-
grams that could be major con-
tributors to Wickes earnings, but
at this point are still at the

"drawing board" stage.
"We have 264 lumber retail

units and 22 furniture warehouse

showrooms that are not unlike

Sears in that both draw substan-

Ual crowds," says J. E. (Jim)

Morton, senior director of insur-
ance and security for the billion-

dollar corporation headquartered
here. "We have a total of 430

locations in about 44 states."

But that goal, certainly a jolt to
those who think of the 120-year-
old firm solely in terms of build-
ing materials, mobile homes or
furniture, is in the future, Mr.
Morton is quick to add. And this
is only one part of the corpora-
tion's overall insurance-related

programs, as he outlined them.

HE VIEWS WITH understand-
able pride the major insurance
policy consolidation program he
has put into effect since being
Wickes insurance director in 1971.

That program, which also em-

IF YOU ARE A
TRUSTEE, THIS
CONCERNS YOU:
As a trustee of any kind of
employee benefit plan, are you aware
of the stringent responsibilities,
duties and personal liability that
attaches to you as a result of the
passage of the Pension Reform Bill?
Read the following excerpts and talk
with your attorney.

LIABILITY FOR BREACH

OF FIDUCIARY DUTY

Sec. 409.(a] Any person who is a
fiduciary with respect to a plan who
breaches any of the responsibilities,
obligations. or duties imposed upon
fiduciaries by this title shall be per-
sonally liable to make good to such
plan any losses to the plan resulting
from each such breach, and to

restore to such plan any profits of
such fiduciary which have been
made through use of assets of the
plan by the fiduciary, and shall be
subject to such other equitable or
remedial relief as the court may
deem appropriate, including re-
moval of such fiduciary, A fiduciary
may also be removed for a violation
of section 411 of this Act.

(b} No fiduciary shall be liable
with respect to a breach of fiduciary
duty under this title if such breach
was committed before he became a

fiduciary or after he ceased to be
a fiduciary.

EXCULPATORY PROVISIONS:

INSURANCE

Sec. 410. {a}Except as provided

in sections 405(b] Il) and 405(d},
any provision in an agreement or

instrument which purports to re-
lieve a fiduciary from responsibil-
ity or liability for any responsibil-
ity obligation, or duty under this
part shall be void as against public

PO.icy.
(b} Nothing in this subpart shall

preclude-
(1) a plan from purchasing insur-

ance for its fiduciaries or for itself

to cover liability or losses occur-
ring by reason of the act or omis-
sion of a fiduciary, if such insurance
permits recourse by the insurer
against the fiduciary in the case of
a breach of a fiduciary obligation
by such fiduciary;

(2] a fiduciary from purchasing
insurance to cover liability under
this part from and for his own ac-
count; or

13) an employer or an employee
organization from purchasing in-
surance to cover potential liability
of one or more persons who serve
in a fiduciary capacity with regard
to an employee benefit plan.

Insurance is currently available and can be provided through
the facilities of your insurance agent who should contact

Professional Indemnity
Agency

Direct Lloyds Correspondents
3901 N. Meridian Street

Indianapolis, Indiana 46208

(A Subsidiary of Talley International Corporation)

New York Number-(212) 421-2033
Toll Free Number 800·428-4590

Voigt, Walker & Co., Inc.
California

(415)981-7190
Oregon

(503) 226-6525
Washington

(206) 624-6080

The Planning Corporation
Illinois

(312) 427·8300

braces group employe benefit
coverages, has succeeded almost
beyond expectations, Mr. Morton
and Phillip D. Nico, group bene-
fits manager, said during an in-
terview with Business Insurance.

"In the first year of the pro-
gram, from 1971 to 1972, we
saved $500,000 in business policy
premiums," asserted Mr. Morton,
who joined Wickes in 1967 as an
executive in the security depart-
ment.

The drive to streamline the

employe benefit program re-
suited in "at least $100,000 in sav-
ings," estimates Mr. Nico.

The idea that efficiency could
be vastly upgraded while costs
could be shaved struck Mr. Mor-

ton at the time he was named in-

surance director. "When I first

entered the department, I found
a real challenge: Literally
hundreds of policies, the result of
the break-neck acquisition pro-
gram the company had been fol-
lowing in the 1960s. For this
reason, I made it a first priority
to try to bring all the different
policies held by our new acquisi-
tions into single master plans."

WHAT THIS mean: in property
insurance, for instance, was con-
solidating five separate policies,
including HPR, all-risk and DIC
into a single master policy. It
netted an $800,000 yearly saving
in premium costs.

"We were able to do this at
that time because the market was

unusually loose," he recalls.
"With the help of Frank B. Hall,
our property broker, we were
able to work out sound, three-

Mare%ty; i:E22:wn the
Another factor which helped

secure favorable rates, he adds,
was the corporation's headquart-
ers move to San Diego in 1972.

Mr. Morton, an attorney who
hails from Texas and who was

hired when Wickes was

headquartered in Saginaw, Mi., is
unabashedly enthusiastic about
that move. The fiercely competi-
tive and innovative California

market, he says frankly, "enabled
me to achieve deals I probably
never would have been able to

make in Michigan."

A prime example of what the
rambunctious California market

can produce, he noted is the $40
million limit of liability at any
one location, all-risk blanket

property policy from Unigard In-
surance Co. The comprehensive
policy covers all standard risks as
well as business interruption and
extra expense for Wickes' 18 di-

visions. The deductibles are $50,-
000 on fire and $100,000 on earth-

quake and flood. Losses for the
first year of this program were
$200,000, the result of two major
occurrences.

ACCORDING TO Mr. Morton,
Wickes' Behlen manufacturing

division, in Columbus, Nb., which
manufactures commercial and

farm buildings, carries the

biggest exposure»$40 million.
"No program of this type can

be successful unless you have the
backing of your top executives.
This we had, plus an excellent
line of communication with the

general managers of our various
divisions."

A boiler and machinery pol-

icy with a $1 million limit per
location is underwritten by Kem-
per Insurance Co. The broker is
Marsh & MeLennan, which

shares the Wickes spotlight with
Frank B. Hall. The policy has a
25 % coinsurance provision for

;:r LAND  OPE
rowroom

Grand opening of a Wid<95 -urnit

business interruption ard carries

a $1,000 deductible.
Mr. Morton estimates chat the

company's total insurable values
this year, ineluding business in-
terruption ani extra expense, are
at $580 million.

Crime, a :ypic:] prcblern for
retailers-and for Wickes. with

its lumber sales-is co•vered by a
$500,000 thef. and fid€l.ty Tolicy
from Hartfcrd rire Insurance

Co., above : $5,00,] deductitle.
M&M is the treker.

"The lumber division has its

own five-member secrity staff
headed by Aubrey Johnson.

Roger Hall is :n czarge of siur-

ure warehouse showroom.

ity for the furniture division, and
John Norris is manager of the
corporate security departmen:,"
Mr. Morton noted.

SECUR]TY IS a subject of fore-
most interest to the insurance di-

rector because, for on 2 thing, a
progrann he designed :o prevent
theft and fidelity losses in the
lumber diwision when he was in

the securi-.y departmens won him
early recognition at the zompany.

A general liability policy is un-
derwritten for Wickes by Argo-
naut Insurance CO. thrcugh
Marsh & McLennan. It has vari-

Continued on page 57
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CAMERON AND COLBY CO.'S MANAGEMENT
SERVICES DIVISION HAS SERVED

aerospace companies common carriets conglomerates
educational institutions financial service institutilns

icod indusrries franchise operators
goverr melt agencies insurance agents and brokers

insurance companies manufacturers medical insti:Jtions
mullinaticnal corporations mitual funds
lational banks real estate management

99*8420© E!)[3 (BRNIL@ 0(141-13) C@X!9 000

with new carcepts in non-insurance, self-insur-
ance establishing (or expanding) a captive, Fre
or post loss funding, fund management, program
audits ...0- assisting in overall i,surance men-
agement respons bilities.

.' We»work with all resources but are solely
ccmpermated by, and responsible to,
client maragement. For information call
or wnte

Alber.R. Oow. Senior Vice President

MANAGEMENT SERVICES DIVISION

CAMERON  COLBY CO.
\25/

4 ... 5., ,-'·-, = ,,-  ... 4 0*EN CIRCLE COMPANY ·

i *Batterylh@***it,·Eostan, Ma¥sachosetts 02110 • 617,357-8400

----- C



business insurance, September 16, 1974/57
r

I IlllII=Ii.-*=1/9IZI1WI with activities in Europe, Mexico bravura. One facet of his vision--''

- --*- 2-- -" 14--1.,pl,-Ilfli and Canada. Johnson & Higgins involves a premium pooling sys-CUSTOMER L.- - - · has authority for the insurance tem for all of Wickes' domestic
1 1 SERVICE

19/
covering European facilities. divisions.

The notion of Wickes as a sec-
' r r MR. MORTON says he is thank- ond Allstate appears equally pos-

1 1, *a,

- likk I ful he isa lawyer. "Sometimes I sible to him. He points out that
1 4 wonder how I could function if I the past acquisition of Western

did not have a legal education, Diversified Insurance Co. in Chi-
1 I he asserts. cago, American Homes in South

A 'E * It is something I call upon Bend, In., and Universal MobileJ. -7. = daily, despite the fact that Services Corp, headquartered inI . Z0 Y
Wickes has a full legal staff Still, Houston, could an play key roles1

.1 there are endless questions-just in this effort
look at what is happening in Another big step toward that
product liability alone that begs goal came recently when the cor-

· 4 for knowledge of the law," he as- poration made known its inten-
serts. tion to acquire World Service

Mr. Morton's massive consol- Life Co of Fort Worth, Tx.
idation effort is far from over. No direct connection is cur-

Indeed, a single corporate insur- rently foreseen linking Mr. Mor-Wickes is ihe nation's lead,ng specialty reta,ler of hardwa e and bu Id ng mater,als ance policy is a concept that does ton's department with the mass
not appear to him to be visionary merchandising retail insuranceContinued from page 56 ual employe benefit plans cov- .laped from $50 :o S 100 -n a cal- "We want to keep our staffs effort. But, he indicates, given the

Dis lirnits for bodily injury, ered by 60 master pol_cies down andar year; and she deductible small and so one day I can fore- imagination of the new financial
prcperty damage and medical ex- to about half that number," he accumulation perioj for major see a single property-casualty services group, even that can't be
per·ses, -he highest being $500,000 says, explairung that Wickes now medical was expanded from 90 policy," he predicts with Texas dismissed as Impossible. .

in the bodily injury and property picks up 100% of the cost of basic lays to a calendar year at the
categories The policy provides life and health coverage for most same time as a new $300 maxi-
first-dollar coverage Bayly, of its employe groips. mum deductible per family was A FREE OFFERMartin & Fay brokers the liabil- Union Mutual Life Insurance added to the program. which
ity coverage for the Wickes forest Co of Portland Me hERs been the pays up to $25,00) for a single ill- from the specialists inindustrie: division only corporation's group life and iess

health underwriser for 19 >ears, SELF=INSURANCEA $25 MILLION umbrella lia- repeatedly sur vi Jing a ro itine "FOR THE FUTURE, we are
bil-ty pollcy, covering excess bidding procedt-r€ "Union Mutu- oolnng at optional J>lans for em-
layers, :s supplied to Wickes by al has given us good sevice," Mr iloye dependent hfe and AD&D, ' ...and it's an eye.openerl
Central National Insurance Co, Nico comments "Claims, for zontinues the executtve. A travel- Self-Insurance for Workmen's Compensation is sav-again through M&M The deduct- example, are paid w thin four accident plan, too, is inder scruti- Ing untold thousands for hundreds of companies It's theible for the policy is defined as working days " y financial tool of this detade
the prirran limit, if applicable He notes that the number of Long term hsabili:y, similarly, Self-Insurers' Management Corporation Is a pioneer

Argoraut Insurance re-enters persons inst-red, currently about s being exammed F.th an eye to and leader In the field We're specialists We know the
the picture as the supplier of 14,000, has doubled in the last potential upgrading. Tne long field We have the talented service organization, and ser-
Wickes' -workmen's compensation two and one-hai years. :erm disabilit,1 program for sala- vice is the key In short, you can immediately transform
coverage Wickes forest in- A push to upgrade banefits has ried employes pays 60% of base up to 75% of your normal annual premium into cash flow
dustries, a division in Dinuba, been taking place along with the aa-ary up to a max-rrum monthly for your corporate use
Ca, wit-1 a number of individual consohdation dripe The result is jenefit of $1,500, for instance

Proof: A free computerized analysispollcies, has a separate work- that as of August 1, a number of Mr. Mortor expla-ns that be-
men's comp policy from Leather- changes became cfficial, the most cause the corporate insurance ... using your own records
by Insurance Service Co Marsh signdicant of wgch is that now staff consists of only himself, Mr. We'll send you a simple form, complete with instruc-
& McLennan lS the broker for the all salaried woikers can expect Nico and five other employes, he tions So little time to save so much! From your figures,
broad corporate pohcy. uniform basic life and health :e_les heavily on the services of we'll run a computerized analysis of exactly how much, or

Automobile liability is also un- benefits irokers and a Los Angeles insur- how little, Self-Insurance for Workmen's Compensation
derwritten by Argonaut through ance consultant, Murd, McLaurin would have saved you In the past three years of record
M&M, 4 ith no deductible. How- "WE'VE DESIGNED a similar & Company, in tne area of prop- No obligation and the potential for saving big money
ever, Wickes forest industries prototype fcr the hourly work- any and casualty coverages. The Is very real Mall the coupon today
aZ:in comes in with its own poll- ers," Mr Nico continues. "It is in group benefits side, in the othe.--------------

Yest Send your form for a free computerized analystsey, this one from Mission Insur- effect in seren divisions, we ex- iand, turns to such service
aece Cc with Bayly, Martin & pect to bring the remaining personnel only when special of Selt-Insurance for Workmen's Compensation as it would

pertain to our specific situationFay, San Francisco, as broker divisions in:o the uniform plan projects are being cooked up, Mr.
Other policies of the more eso- some time in the future. Nico explains. ii SELF-INSURERS ,

ter. c variety, include one for Three improvements in the ''Altogether. we figure the vol-
loggers' property damage habil- basic hfe-health program for sal- urne of our insurance operation f MANAGEMENT CORPORATION
ily written by Sayre & Toso Inc., aried employes went -nto effect :0 be larger than that of many -1 45 Bromfield St, Boston, Mass 02108 Tel (617) 542-2437
through Bayly, Martin & Fay last month Intensive care cover- /nderwriters," says the insurance Name

This pchcy has a dedutible of age was mored from major medi- director. Company
$5,)00 and a limit of $300,000 An cal to the basic medical plan; Wickes is almost as aggres- Street Cityaircraft policy for the Wickes x-ray and lab benefit limits were sive abroad 8 it is on U S. soil, State Zip Codeforest industries division is un-

----------------

derwritten by USAIG through
M&M, providing four-pronged
coyerage for a Bell hellcopter
used by the division for timber-
land cruising. Cove,age HOME OFFICE

Finally, data processing pro- 55 John Street

tection is provided by St Paul

Wollreich & Anderson Ltd

Now York, N Y. 10038 --<

Fire & Marine Insurance Co,
through M&M to cover computers aa„ic, Tol (212) 349-3020

and other EDP equipment. Cov-
erage is focused on three loca-
tons: Saginaw, Mi; Wheeling, Il.;
and Phoemx, Az. where Wickes
subleases a computer to the state 1 The Hundred And One Dalmatians
cf Arizona.

New "In-house" facilities have been designed to Hogs, sheep and goats can also be handled on
EMPLOYE BENEFITS, like provide prctection for mortality on one animal... either a full animal mortality basis or on a specialtie corporate insurance side, or a hundred...or more. named perils floater.have been sublect to streamlining

cver the last two and one-half We can handle up to $' 00,000 any one animal or
> ears, relates Phillip Nico, who This new facility can be used either to "beef-up"$150,000 any one occurrence immediately andworked for Delta Dental Plans your regular animal mortality capacity or as an
before joining Wickes in early arrange for h gher limirs if necessary within

alternative to the usual markets for this class.
1972. The goal of the ambitious twenty-four hours. This new facility is designed for
program, he emphasizes, is cen- hoses and cattle either on an indivicua! or For further information, contact your local W&Atrallzing and standardizing bene- mLItiple basis. We also do canme coverage up to Branch Manager or Mr. Anthony C. Bova, C.P.C.U.,hts and administration while

$10,000 any one animal-$50,000 any one loss, Senior Vice President-Marketing at our New Yorkshaving company costs
One reason I left Delta to Join with higher limits upon request. Home Office.

Wickes was that I saw it was a

Special Risks and Unusual Situations • Exclusively Through Agents and Brokersdynamic, inventive company," he
observes Yet, as with the proper-
ty-casualty policies, growth had Members of the Howden Swann Group
brought a good deal of challenge, D C Area Mid.Am'!ica New -Englaid New Jersey Ohio PennsylvaniaWoh re,ch & Undersonso Mr Nico immediately set to Wohlech & Anderson Wohire ch & Anderson Wohlre,ch & Anderson, Wohire,ch & Anderson Wohiretch & Anderson,(D C ) Ltd (Mil-America) Ltd (Ne* Englanj) Inc Ltd Agency,inc Ltd (Inc )work on a method of consolida- The Teachers Building 10 Soith Riverside Plaza Ore Boston Place 154 South Livingston Avenue 662 Hanna Building 120 South Warner Roadtion. 10221 Wincogin Circle Chicago, 111 60606 Basto, Mass 02108 Livingston, N J 07039 Cleveland, Ohio 44115 King of Pruss,a, Pa 19406Co,lrnbia, Mt 21044 Tel 312) 454-0696 Tel (617) 723-5770 Tel (201) 994-0896And so far, so good, he mdi- Tel (216) 241-2917 Tel (215) MU 8-3532Te: (301) 957-1272
cates. We have been able to

hone approximately 250 individ- Correspondents In All Other States
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Ideal buys new plans in effort to shave costs
By SUSAN ALT .

DENVER-The risk manage-
ment game plan of Ed Heeren
calls for increasing the limits of
Ideal Basic Industries' excess

umbrella liability coverage, mak-
ing the company's first overall
risk survey, and going to higher
deductibles on several policies. It's
all part of an effort to keep insur-
ance costs in line, successful in 1973
to the tune of $93,000 in premium
savings from the year earlier.

Mr. Heeren, president of the
local ASIM chapter who rose from
a junior accountant at Ideal to its
risk manager in 1972, is in the
process of inviting quotes on $15
million, $20 million and $25 mil-
lion of excess umbrella liability
coverage with an eye to increasing
the policy limits from the present
policy underwritten by Home In-
surance Co. with a $10 million
limit.

Marsh & McLennan handles

Ideal's liability package, and is
working closely with Mr. Heeren
on thenew quotes. Ideal's U.S.
operations are covered by a pri-
mary comprehensive general lia-
bility policy underwritten by
Hartford Accident & Indemnity
Insurance Co. up to $250,000 for
each person and $500,000 for each
occurrence.

BY CONSOLIDATING various
liability coverages over the last
several years, Mr. Heeren esti-
rnates he has saved Ideal sorne

$36,000 a year. Total liability in-

surance costs for Ideal-includ-

ing a new comprehensive crime
policy, directors' and officers' cov-
erage, and kidnap/ransom cover-
age--run about $158,000 a year.

A brand new comprehensive
crime policy is underwritten by
Zurich-American Insurance Cos.,
and also covers blanket employe fi-
delity and loss of money up to $5
million, with a $1,000 deductible.

"WE GOT THIS by letting it out
to bid last month, and the quotes
were based on $1,000, $5,000 and
$25,000 deductibles. There was no
incentive at all to go to a higher
deductible on this policy," con-
cluded Mr. Heeren, a highly or-
ganized insurance manager who's
been shaping up the scattered risk
management operations of Ideal
since his position was newly-
created two years ago.

"Previously we had a $100 de-
ductible on a crime policy under-
written by Chubb & Son, and the
nuisance claims were driving me
up the wall," he cited as the
reason a change was needed in
crime coverage. "Between the

two quoting firms, the actual
savings is $4,700 a year, or $14,-
000 savings over three years,
from the previous coverage."

Ideal is the largest U.S. produc-
er of portland cement and potash,
but is also in numerous other in-

dustries following an aggressive
expansion program in recent years.
The company recorded revenues
last year of over $227 million, and
holds real property assets of over

GAO
UNDERWRITERS, INC.

Architects, Engineers and
Construction Managers

Professional Liability Insurance

Professional insurance for Architects, Engineers and Construction
Managers requires a detailed analysis of exposures and hazards to
ensure that the very best insurance obtainable is secured to close all
possible coverage gaps.

Our application assists you in developing the necessary infor-
mation to identify these exposures to loss, but more important to you
and your clients, our specially designed Professional Liability Policy
fills even the most demanding insurance requirements of your Archi-
tect, Engineer or Construction Manager professional.

Some of our "extra" areas of protection include:

- Worldwide Coverage

- Full Retroactive Coverage for all Prior Acts

- Faulty Workmanship Coverage

- Libel and Slander Coverage

- Bridges, Tunnels and Dams

- Boundary Surveys

- Soil Analysis

- and many more too numerous to mention

Write or call us now for applications to meet your duty to your
clients to give them the best protection offered anywhere.

945.4
Thomas F. Sheehan C.P.C.U
President

eCZ 111.-L
<A *1-b¥

Ram H. Chandarana. AC.U.
Vice President

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

$438 million. Record capital in-
vestment last year went for mod-
ernization and expansion of the
company's cement production fa-
cilities.

"We recently changed our di-
reetors and officers insurance from

Stewart, Smith to Harbor Insur-
ance Co. as a result of putting the
policy out for competitive bids a
year ago. Now we have $10 million
coverage with a $10,000 deduct-
ible, down from a $20,000 deduct-
ible. Plus, we added the officers
and directors of our subsidiaries as
named insureds," Mr. Heeren told
Business Insurance in a recent in-
terview at the firm's headquarters
overlooking downtown Denver.

IDEAL SPENDS about $250,000
a year for fire, boiler and machin-
ery, and business interruption in-
surance. M&M is broker on the
fire and boiler/machinery cover-
age for Canadian operations but
a newcomer to the Ideal account

is Alexander & Alexander, added
in March, 1974 on the corporate
boiler, electrical equipment and
machinery policies and the cor-
porate equipment floater.

Van Schaack Insurance Agen-
cy, a local Denver broker, is the
sole broker on the corporate fire
insurance coverage, placed in
London. "The cement division

has been insured through London
for about 20 years, but other sub-
sidiaries were insured by domes-
tic carriers until recently. But I
cancelled the insurance with

domestic carriers and put it
under the corporate program in
London," says Mr. Heeren. The
coverage has a $250,000 deductible
and a $10 million limit per loss
per location with a $1 million
stop-loss provision.

THE CEMENT division is self-
insured for business interrup-
tion, because the spread of plants
makes it unlikely there will ever
be a shutdown of a big part of the
operation. "But now, because of
a cement shortage, we are oper-
ating at capacity, and this has
made the ugly head of a business
interruption risk surface and be-
come more important," Mr. Heer-
en reasons.

"So we're presently doing a
major study of the economics of
adding some business interrup-
tion coverage. It probably will be
a per-day type of loss coverage
with a sizeable deductible. We
will need catastrophic coverage
to insure a plant which might be
shut down four to six months."

The Turner Agency in Saska-
toon, Saskatchewan handles in-
surance for the potash mine and
limestone operations in that part
of Canada. Ideal just took over
the potash mine in November of
1973. The fire policy for the oper-
ations is with Factory Mutual of
Canada, covering above- and
below-ground operations, and the
buildings.

THE POLICY has a $37 million
limit with a $20,000 deductible per
occurrence. The liability coverage
for this operation has a $1 million
limit, and is with the province of
Saskatchewan by statute. Boiler
coverage is with Mutual Boiler &
Machinery Insurance Co. to $1
million, subject to a S2,500 deduct-
ible.

Ideal also poses some inter-
esting "specialty" risks for Mr.
Heeren. The firm owns two air-

craft-a Hawker jet and a prop
plane-which have policies un-
derwritten by USAIG with pre-
miums totalling $12,000 a year.
Mr. Heeren also handles a bit of

ocean marine and cargo coverage
for one very large freighter, 10
barges and one tugboat, all under-
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Ideal Ba$ic is the natior's largest producer o portland cements, rind al:o
mines ind -efines potash, a vital component in fertilizer. rhe firm is
steadily exfanding in procuction of roc< prodl.cts needed for construction.

written ty Lloyd's and the London
market The protection and in-
demn_ty policies for these vessels
are with High.ands Insurance Co.
and Enur.co Insurance Co.

NOW THAT MR. Heeren has

comp.eted much of his planned
consolidating, he will u ndertake
within the next year an overall
property and Liability risk survey
of the entire Ideal system. This
entails visizing every mine and
plant, going through every phase
of the business with operations
managers at each location.

Marsh & 1IcLennan also handles

the entire employe benefits insur-
ance packade for Ideal although
Mr. Heerer. added Benefacts, a

subsid: ary of Alexander & Ale=-
ander, late last year to dc, a com-
plete new communications pro-
gram End annualized benefit state-
ments.

Ide:1 Bas.ie administers all

health and 1 -fe programs inte:-
r.ally. Mr. Heeren is directly im-
Lolved in the design, funding,
and ec,rim iriiations but not the

adminis: ration of plans. Pensions
are managed and designed by the
Fp of finance, and the vp ard
controller.

Hea.th and life insurance ar

with Capitol Life Insurance Co.
Although they are insured plans,
Mr. Heeren notes tha: the w:y
Ideal workB with Capitol is bas--

Continued on page : 5
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Continued from page 58
cally on a cost-plus basis.

"We recently negotiated into
that program a definite cash flow
arrangement under which we
defer our monthly premium for
three months so we have the use
of the capital for investment pur-
poses for those three months, Mr.
Heeren noted.

DURING 1973, the potash divi-
sion and all subsidiary operations
were consolidated into the

overall corporate life and health
insurance program. All salaried
employes now get coverage up
to three-and-one-half times
salary to a maximum of $140,000.
Hospitalization covers a semi-
private room up to 365 days, and
major medical covers up to a
maximum of $100,000.

Cement division salaried work-
ers have accidental death and
dismemberment coverage up to
$40,000 under the Capitol Life
plan. The cement division also
started a dental program in 1965,
and Ideal is thinking of expanding
it to the potash division's salaried
employes next.

Group insurance covers ac-
counted for an expenditure of
$3.3 million last year, not includ-
ing pensions, Mr. Heeren said.

Although some cement division
benefits outstrip the potash divi-

Ed Heeren

sion fringes, the pc,tasn division
salaried emplres have a contri-
butory AD&D plan underwritten
by Bankers Life Insurance Co.
which Ideal hopes to expand tc
the cement division. UIt has a
maximum $1:0,OCO limit. We alsc
have a trave. accident plan for
salaried empbyes with Bankers,
covering key €mployes 24 hours
a day, to the extent of $100,000,
and all others up tc $100,000
while traveling cn company busi-
ness," he nobd. And, he added,
"this plan was also new last
year." i

Driver income going to
determine auto premium

TORONTO, CANADA-How
much money a driver earns is
going to affect the cost of his car
insurance in Canada.

As a result, many motorists in
Ontario, Alberta, New Brunswick
and Nova Scotia can expect sav-
ings averaging 35% on automo-
bile insurance, counsel for the
Insurance Bureau of Canada

(IBC) said.
The IBC has developed a new

system of classifying insurance
coverage in those four provinces
which makes the income level of

an insured driver more important
than claims records or driving
experience, and links the cost of
the insurance more closely to the
automobile rather than the indi-
vidual.

SPEAKING DURING a debate

on no-fault car insurance at the

56th annual meeting of the Cana-
dian Bar Assn., E. H. S. Piper said
some "will see no reduction in

premiums at all or even a minor
increase, others will have minor
reductions, while still others will
have reductions well in excess of
the 35 % over-all average."

Insurers will pay 80 % of the
driver's income if he is injured,
regardless of who is at fault, Mr.
Piper said. And so persons with
smaller incomes are a smaller
risk, he pointed out.

"The cost of insurance for

young drivers will fall dramati-
cally because they will be paid
their relatively low economic loss
by their own insurer rather than
be liable for unknown losses for

which today's system holds them
responsible."

Mr. Piper said independent

Receive Oil cover

Compagnie Francaise des Pe-
troles (TOTAL) was added to the
list of companies receiving the pro-
tection of catastrophe coverage
afforded by Oil Insurance Ltd.,
Hamilton, Bermuda, OIL Presi-
dent Roy D. Jackson said. C.F.P.
(TOTAL), engages in natural re-
sources operations on a world-wide
basis, with emphasis on petroleum.

studies of auto insurance have
concluded that "the c oncept of
indemnifying ear accident vic-
tims based on the principle of in-
dividual fault is outmodi."

Since insurance costs would
follow the :utomobile rather

than the persc,n driving it, factors
such as vehicle size and extent of
use would determine premium
levels, he said. I

a

Cash pay=out figure
'too-high' insurer says

NEW YORK-A report that
$35 million was paid out by East-
ern Airlines and its insurers for
deaths and injuries after a crash
of an L-1011 jumbo jet in the
Everglades Dee. 29, 1972, has
been disputed by Eastern's pri-
mary insurer, Associated Avia-
tion Underwriters. (Business In-
surance, Jan. 15, 1973).

A spokesman for Yhe aviation
insurance consortium here told
Business Insurance that the fig-
ure is "too high." He admitted,
however, that there still are a lot
of cases pending, which could
possibly make ultimate payouts
exceed the $35 million figure.

A spokesman for another of the
airline's insurers, United States
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you
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r
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Aviation Insurance Group, which
is sharing in 25% of the airline's
liability losses for the crash, said
he thought the figure was accu-
rate.

It has been speculated by some
that the $35 million figure repre-
sents total costs to Eastern and
the aircraft's manufacturer, Lock-
heed Corp., as well as expenses in-
curred by the federal government.

"IT'S A MATTER of record,"
said one insurance source, "that

Eastern has an agreement with
the government and Lockheed to
make significant contributions

which would bring Eastern's
(and its insurers') cost down
substantially below $35 million."

The government and Lockheed
contributions were reportedly
paid because of "other factors"
involved in the air disaster be-
sides pilot error, which was the
official cause listed by the Na-
tional Transportation Safety
Board which investigated the ac-
cident.

One aviation insurance source

told this magazine that payments
made so far for deaths and in-

juries have been "less than we
expected."

There are reportedly only
about 20 claims unsettled at this

point. Survivor payouts have
ranged from $150,000 to $850,000,
with the average being about
$300,000.

Eastern Airlines was also fully
insured for the hull value of the

aircraft, estimated at $18 million.
AAU, USAIG and the London
market all shared in that settle-

ment. •

The need for "risk management" is greater
today than ever before. The need begins
with risk understanding . . risk identification.
Then, to find reasonable solutions and
alternatives in addition to adequate financial
coverage. That's what the risk management
manual is all about. It's a handbook, a textbook,
a guidebook on risk managing.

risk managing ?
risk

management
manual
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supplements.
including bi-monthly

m@Int ''f Renewal tee $36.00

Ship. handling and
local taxes addnl.

 Also publishers of:

Write today for a 30 day trial subscription to the manual
and service which is designed specifically for the full or
part-time risk manager, agent or broker. Order from:

THE IVIEFARITT CONIPANY

Inzuron Piess Products

1661 Ninth St., / P.O. Box 1256, Santa Monica, CA 90406

Excess & Surplus Lines Manual · OSHA Reference Manual · Protection of Assets Manual

No need to shop any farther...

Look at a leader

Contact AH-Star today.

iOOH AT h <EADER
All-Star Insurance Corp. is a leader in pioneering innovative primary

coverages augmented by domestic facultative reinsurance
facilities covering 49 states.

All-Star has developed a reputation for skilled
underwriting; ability to package property and casualty

risks, and fast claims service giving agents
and brokers a competitive edge.

All-Star is ready to serve your needs for national and
multi state property and liability programs;

insurance facilities for risk management; specialty
programs for unusual risks, and package and blanket

coverage for franchise operations.

ALL-STAR INSURANCE
CORPORATION

Charles J. Murphy, Vice President and Genera/ Manager
5401 N. 76,h Street P.O. Box 2917 Milwaukee, Wis. 53218

(414) 466-8300 CABLE: AlLSTARWIS MILW TELEX: 2-6879 
1.C
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treasurer for SCE. Diego, which is in Chapter XI

dates for buyers people
**

proceedings He lS responsible for
Craig Collings was named exec- overseeing ten accident and health

utive assistant, insurance, for the programs, as well as workmen's
Western Growers Assn., Newport compensation and liabillty coverage
Beach, Ca This iS a newly-created for the 450 ranchers and farmers

Sept. 26-27: The first national symposium and workshop on con- post He was formerly risk manag- who are association members and
sumer product safety will be held in Portland, Or. Chief sponsor of Flax named er for U S Financial Corp, San for their employes
the symposium is the Portland chapter of the American Society of
Safety Engineers Write Dale Howard, P O Box 8345, Portland, Or.
97207 (503-223-7301) risk manager classified advertising

Sept. 26-27: The University of Wisconsin lS offering an institute on
product habihty for claims personnel, to discuss the legal and engl- Ryder Lines RATES AND CLOSING TIME: $2 50 per line, minimum charge $10 00. Cash
neering aspects of products cases to acquaint claims people with the with order Figure all cap knes (mammum-two) 30 letters and spaces
current state of product liability. Write Prof Moll, Department of Engi- Harold L. Flax was named di- per hne; upper & Zower ease 40 per kne Add two lines for box number.
neering, University of Wisconsin, 432 N Lake St, Madison, Wi 53706 rector of insurance for Ryder Rephes are forwarded daily Ctosing deadline: Copy in written form m
(608-262-2061) Truck Lines, Jacksonville, Fl. He Chicago office not zater than noon, Mondav 7 davs preceding publication

was promoted to this position from date Pubkshed every other Monday Display classifted takes card Tate
Sept. 30-Oct. 2: The American Management Assn will hold a meet- his previous position as assistant of $21,50 per column inch, and card discounts on size and frequency.

ing on captive insurance companies-development and management director of insurance, which he has Mail ads to Buslness Insurance, classtfied advertising dept, 740 N.
tehniques, in Chicago Topics include motives for formation, select- held since Joining Ryder in 1969 Rush St., Ch:cago, Ithnots 60611.
ing the form of the company and operational problems Write the Mr Flax was also named director
AMA, 135 W. 50th St, New York, N Y 10020. of insuI ance for I U International HELP WANTED

Pacific Intermountain Express. CORPORATE RISK MANAGERS
Sept. 30-Oct. 3: The National Safety Council's 1974 national safety We specialize in arranging the RAPIDLY GROWING NYSE CO.

congress and exposition will be held in Chicago A program featuring James MeLees was named to the hiring of insurance professionals located in the mid-South has an im-

some 200 sessions with over 300 exhibitors is being planned Write the new position of insurance managel and corporate Risk Managers. mediate opening for an aggressive insur-

National Safety Council, 425 N Michigan Ave, Chicago, Il 60611. ance specialist to establish an insurance
for general liability, property and Openings in the South and U.S. department As Risk Manager, this spe-

fidelity for Carter Hawley Hale to $25,000 for corporate Risk clalist will establish and administer a
multi„unit loss control program and man-

Oct. 2-4: A workshop on modernizing the group insulance plan will Stores Inc, Los Angeles, an inter- Managers. All our fees are paid age the corporate workmen's comp, prop-
erty and liability insurance programs

be held in Pasadena, Ca by the American Management Assn SubJects national retail store operator He by client companies If you are Applicants should have five or more years

include hospital-surgical-medical plans sickness and accident benefits, was iormerly insurance manager looking, please contact Richard experience in corporate insurance man-
agement, loss control and OSHA compli-

and plan simplification Write the AMA, 135 W 50th St, New York, for the County of Orange for four Gay, 404 262 2972 ance Salary negotiable

NY, 10020 years A replacement has not yet
INSURANCE PERSONNEL RESOURCES Box 501, BUSINESS INSURANCE

2970 Peachtree Road, N W. #622 740 Rush St, Chicago, Ill 60611been named. Atlanta, Georgia 30305

Oct. 7-9: The American Management Assn will present a session on Xi*

workmen's compensation costs, coverages and problems, in Chicago Daniel R. McCarthy was named
The effect of the pending national workmen's compensation act will director of risk management for
be among the topics Write the AMA, 135 W 50th St, New York, City Investing Co, Beverly Hills,
N.Y 10020 Ca. to replace Peter Mullen, who

left the company a short time ago, CORPORATE
Oct. 7-9: The American Society of Insurance Management will hold as reported, to join Fred S James
its first fall conference at the Americana Hotel in New York. The two- Mr McCarthy will be responsible
day educational program will be devoted to the HMO Act of 1973. for all risk management programs INSURANCE
Write ASIM, 205 E 42nd St., New York, N Y 10017. including insurance for liability,

property and employe benefits He
Oct. 8: Industrial Relations Assn of Chicago and the school of busi- was formerly director of risk man-

ADMINISTRATOR
ness at the University of Chicago will hold their 40th annual confer- agement for Southern California
ence on industrial relations. Fringe benefits and new legislation will Edison Co Immediate opening on staff of international corporation (located in Cleveland)be the main topics Write Conference Office, Graduate School of Busi- **

for an experienced insurance administrator.ness, University of Chicago, Chicago, Il 60637. Lawrence J. Salerno joined
Bethlehem Steel Ccrp, Bethlehem, The ideal candidate will be a college graduate with technical experience in the

Oct. 8: Richard O Simpson, chairman of the federal consumer Pa as assistant to the manager of development and administration of risk management programs
product safety commission, will be the keynote speaker at the Society insurance, W E Hough. He was
of Chartered Property and Casualty Underwriters-sponsored Arizona formerly corporate insurance man- Job responsibilities will include negotiation of all insurance programs, ad-
insurance day in Scottsdale, Az Mr. Simpson will speak on products ager for Mack Trucks Inc, in Al- ministering underwriting functions of self-insured programs, coordinating
liabihty-future shock For further information contact Mrs Kathie lentown, Pa He 8111 be replaced self-insured and commercial insurance programs and supervising the operation
Wrage, CPCU, Fund American Compames, 3800 N. Central Ave., at Mack Trucks by James E. Ko- of Company's captive insurance agency.
Phoenix, Az 85012. vacs, formerly the assistant inst.r- This position offers excellent salary and benefits program

ance manager there
Oct. 11-16: The International Foundation of Employee Benefit *** Please send resume with salary history to

Plans will hold ltS 20th annual education conference in Toronto, John J. Fee was named corpo-
Canada Main topics include national health insurance, fund invest- rate insurance manager for Pub- Box 500, BUSINESS INSURANCE
ment, and the new pension legislation Write the International Founda- lishers Paper Co, Oregon City, Or.,
tion of Employee Benefit Plans, P.O. Box 69, Brookfield, Wi. 53005 a division of the Times Mirror Co. 740 Rush St., Chicago, Ill. 60611
(414-786-6700). He w-11 be responsible for pension

and welfare administration as well
Oct. 19-20: The National Fire Protection Assn traveling seminar on as general insurance. He was for-

high-rise fires will be in Philadelphia, Pa (Also Boston and Dallas at merly an insurance broker in Port-
later dates) John T O'Hagan, New York City fire commissioner and land.
chief of the department will be one of the instructors Write F James CHIEF OF RISK MANAGEMENTKauffman, NFPA, 470 Atlantic Ave, Boston, Ma 02210 (617-482-8755) William G. Hughes Jr. was

named manager of insurance for STATE OF WISCONSIN
Oct. 20-23: Secunty World magazine will sponsor an international Southern California Edison Co,

security conference at the New York Hilton Hotel Loss-prevention Rosemead, Ca, replacing Daniel R. POSITION: The Wisconsin Department of Administration has an
workshops and a showcase of security products will be featured Write McCarthy who left to join City opening in Madison, Wisconsin for the position heading up the
the International Security Conference, 2638 S La Cienega Blvd, Los Investing Corp, Beverly Hills Mr State's new Risk Management Program The emphasis of this
Angeles, Ca 90034 position is on the reduction of loss through scientific loss controlHughes was formerly assistant techniques and managerial leadership

PAY: First annual salary-$19,596 to $21,756 Raises to $25,044Oct. 21-23: The American Management Assn will hold ltS 37th an- QUALIFICATIONS: College degree m business administration, ft-
nual insurance conference at the Palmer House m Chicago This year's State ASIM nance, fire protection engineering, Insurance, law or a closely
theme--trends in government legislation: the financial and social impact related field, or Its equivalent m revelant experience followed by
on the insurance and risk management community Write the AMA, 135 five years of progressively responsible professional experience
W. 50th St, New York, N Y 10020 hosts session having direct responsibility for major components of a risk man-

agement program m a large governmental body, private corpora-
Oct. 22: The first in a series of federal pension plan legislation brief- SEATTLE-The Washington tion, or consulting firm; at least one year of this experience must

have been a highly responsible position having managerial author-ing sessions will be held at the Regency Hyatt Hotel ln Chicago, spon- chapter of ASIM sch eduled tty and program responsibility. It ts desirable that candidates forsored by Hay Assoc and Huggins & Co Inc Sessions will also take its annual one-day conference this position possess one of the following certificates Associateplace in Atlanta, Philadelphia and New York at later dates Write meeting for Oct 17 with morning of Risk Management or Chartered Property and Casualty Under-
Joseph A. Banik, Huggins & Co Inc , 1401 Walnut St, Philadelphia speakers focusing on the econo- writer

Pa 19102 my and Its effect on insurance APPLICATION: Applications must be received by the close of bust-
ness on September 23, 1974.company rates, the state's new

Oct. 24-25: Profit Shai ing Council of America will hold its annual comparative negligence law as SPECIAL NOTE: The following schedule has been established to
conference at the Crown Center Hotel in Kansas City, Mo Write the viewed by a court judge, and the facilitate filling this position as expeditiously as possible Can-
council, Suite 722,20 N Wacker Dr, Chicago, Il 60606 didates should take note of the schedule and be prepared to

cafeteria approach to employe make advance arrangements if necessary
benefits. 1. Cutoff date for applications Close of business on September 23,Oct. 27-30: A Caribbean insurance conference will be held in Kings- Afternoon mini-seminars will 1974.

ton, Jamaica Organized by persons in the insurance industry from the include employe benefits; prod- 2 Best qualified candidates notified of invitation to attend the
area, it will encompass all aspects of the Industry, including general ucts liability warranty clauses, Wisconsin Career Executive Assessment Center September 25
insurance, life, captives and insurance regulations Write Conference longshoring, harbor and state or 26, 1974.

Secretariat, c/o MOM,PO Box 183, Kingston 5, Jamaica 3 Candidates evaluated at the Executive Assessment Center·legal conflicts; umbrella liability September 30 and October 1, 1974
coverage; self-insurance and high

Oct. 27-30: The Health Insurance Assn of America will feature Cas- deductibles, and an update on For a Job announcement and an application form, call Jerry Brat=
par W Weinberger, secretary of Health, Education and Welfare, at its workmen's compensation. kovich, Personnel Manager, Department of Administration at (608)

266-0058, 266-8842, or 266 8152 Applications must be returned1974 insurance forum to be held at the Drake Hotel ln Chicago. Mr More information on the all- to the State Bureau of Personnel, 244 State Office Building, One
Weinberger is expected to discuss the latest developments in national industry insurance conference is West Wilson Street, Madison, Wisconsin 53702 by September 23,
health insurance. For more information contact Health Insurance In- available from John K. Ruppert, 1974. Use this title on your application "Administrative Officer
stitute, 277 Park Ave., New York, N Y. 10017. P.O Box 652, Bothell, Wa. 98011. • 3-Chief of Risk Management"
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A Want toknowmore aboutHMds?
-\ Askthecompanythathas one.

NWNL was involved in the

,- evelopment of HMOs even before they
an attracting national attention.

re co-sponsors of an HMO based
in « neapolis, and we offer HMO
optio to our own 6mployees.

don't know whether that's

unique fo" n insurance company, but
we think it es say something about
our attitude thwards HMOs. We're
one of the few insurance companies in
the country actively promoting HMOs,
because we feel they will help resolve
the current health care problem.
And we think we're ud quely qualified
with the technical, man erial, and
administrative resources cessary to

put together a workable combination of
HMO and indemnity coverage.

Questions? We'll do our best to
answer them. We don't claim to have all

the answers, but we can show you case
histories of how HMOs have worked

for nationwide companies like Pillsbury
and Cargill as well as several small
local employers.

Just write: Charles Bredesen
Northwestern National Life

20 South Washington
Minneapolis, Minnesota 55440

NORTHWESTERN NATIONAL

LIFE INSURANCE COMPANY

HOMEOFFICE MINNEAPOLIS MINNESOTA

sfic.



iviycompany looks to me
for expertise on OSHA. rm busy
and I need help.

How would Allstate handle itt"

With the practical common sense help
- you need. Expertise we collect from working

every day with lots of businesEes. We'd
take a long, careful look at yonr loss
potential areas.

Then we'd work with you, with
management and safety, to de:ermine
priorities. So we can all work together on
a practical operating level.

And, finally, we'd help you put our
recommendations and programs into
practice. And it wouid be good, hard-headed
help backed by Allstate's loss control and
training services.

To keep ydu up-to-date, we'd supply
you wish the latest technical information.

At Allstate we know that the most
valuable loss control service to you will be
the one that works with you in the
exchange of ideas, and to explore new and
additional loss control methods and needs.

And we never forget it.
So, be practical about OSHA.
Call Allstate.

BUS NESS INSURANCE
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