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U. of Michigan page 26
The risk manager for this venerable institution

masterminds a property and liability program
covering exposures as varied as those of a
small city. A key part of his plan is the perm-
anently-funded self-insurance pool.

Lumbermen page 8
The Northern Woods Logging Assn. is
moving to establish Maine's first group
self-insured work comp program, en-
abling previously-uninsured logging
firms to cover their exposures.
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Product page 42-44
Product liability with a new twist-

how to prevent it-is the focus of a

spotlight section based on an an-

nual conference on this subject.

OPIC page 39
The federal government,
namely the Overseas Pri-
vate Investment Corp.,
finally detailed its plans

to have a pool of private
insurance companies take

over nearly $4 billion
worth of federally-under-
written political risk in-
surance policies, on for-
eign investments. This is
about half of OPIC's cur-

rent book, and does not
include any of the agen-
cy's war risk coverage.
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Pension law to spark maior benefit plan redesign
By SUSAN ALT

CHICAGO--Federal pension
reform is expected to have a
minimal short-term impact on

private pension plans, except for
added administrative burdens.

But the law's long-term effect
will almost surely be substantial,
to the extent that new private

pension plans probably will not
be initiated by employers and

pension benefits will become sec-
ondarS as overall benefit plans
are redesigned by employers.

These broad predictions came
out of a comprehensive briefing
on the new Employe Retirement
Income Security Act of 1974, held
by Hewitt Assoc., employe bene-

fit and actuarial consulting firm.

Peter E. Friedes, chief execu-
tive of Hewitt, described the new
law as "somewhat inflationary"

in that employers are going to
need more people to administer
plans according to the regula-

tions, meaning higher costs not
directly linked to increased pro-
ductivity.

"THE ESTABLISHMENT of

new pension plans is discour-
aged" by the law, "due to more

administrative requirements and
the possibility of having large un-
funded vested liabilities show up
on the employer's balance sheet,"
Mr. Friedes declared.

Although most companies have

moved in recent years to liberal-
ize eligibility and vesting provi-
sion of their pension plans,
Thomas H. Paine of Hewitt

noted, sonne plans could face big
cost increases when the law be-

comes effective Jan. 1, 1976.
"Over 80% of all pension plans

and over 70% of all profit-shar-
ing plans currently have eligibil-
ity requirements which comply
with this standard (age 25 with
one year service or three years'
service with 100% vesting)," he
went on to say. "Companies with
more stringent enrollment re-
quirements, however, could face
a big cost increase," the Hewitt

managing partner concluded.
And in the vesting area, "The

Pension law restricts corporate
use of captives for group benefits

WASHINGTON - Congression-
al concern over potential "self-
dealing" abuses has resulted in
a pension reform bill that may
cripple the future use of captive
insurance companies as insurers,
or reinsurers, of pension or wel-
fare benefits for their parent
cornpanies.

The Employe Retirement In-
come Security Act of 1974, as
sent to the White House last

month, requires that no more
than 5 % of a captive's premium
income may be derived from in-
suring the parent firm's employe
benefits.

The regulated benefits include
life and health insurance premi-
ums, as well as income from pen-
sion annuity contracts.

THE RESTRICTIONS also

apply to insurance companies in-
suring the benefits of any subsi-

diary corporations they may
control.

Congressional sources told

Business Insurance that while

many of the existing insurance
company-subsidiary benefit in-
surance arrangements are run at
close to cost with no big profit for
the insurer, "the potential for
abuse was believed to be so great
we had to control it."

Internal Revenue Service reg-
ulations now require that the as-
sets of tax-exempt ernploye
benefit trusts be used solely for
the benefit of employes and not
for the profit or advantage of

sponsoring companies.
The captive insurance regula-

tions are part of a series of strin-
gent self-dealing bans imposed
by Senate conferees at meetings to
hammered out the final compro-
mise bill.

The American Society of In-
surance Management is studying
the matter, a spokesman said,
and has not yet arrived at any
conclusion as to its impact. Very
few firms are believed to use

captives to insure or reinsure
employe benefits at this time.

However, the ASIM spokesman
said the society is concerned that
the law would "unduly restrict a

0.

risk manager's freedom of action
in the future." ,

THE BAN ON the use of cap-
tives for this purpose would be-
come effective Jan. 1 1975, but
emplcyers are given three years
to phase out any existing ar-
rangements that exceed the 5 %
premium limit rule.

The captive insurance rule is a
second major jolt for insurance
managers to come from the final
days of the pension reform's
progress through the Congress.

Continued on page 2

Thirteen persons perished in a West Virginia blaze which destroyed a city block.

only plans which will be strongly
affected by the new regulations
will be those few with no vesting
provision or those with very con-
servative provisions, such as age
55 and 15 years' service," he pre-
dicted. "But even that kind of

company would probably see its
pension costs go up modestly,
normally about 10%," Mr. Paine
went on to say.

AS A RESULT of predicted rises
in Social Security, coupled with

this new law, Mr. Paine projected a
number of long-term changes in
private pension plans, including:
• a slowdown in the increase of

retirement benefits, with a lev-
eling off of pay replacement levels;
• an increase in the number of

pension plans with provisions in-
tegrating benefits with Social Se-
curity levels;

• increased emphasis on death
benefit provisions in pension plans;
• concentration of fixed benefit

plans on higher-paid employes;
• a trend toward capital accurn-

ulation plans such as profit-sharing
and savings or thrift plans as al-
ternatives to fixed benefit pension
plans;
• a shift to fixed-contribution

pension plans and away from
fixed benefit plans.

Hewitt does not expect that the
new pension law is the final word
on pension reform, Mr. Paine noted.
He looks for three areas of poten-
tial legislative activity relating to
pensions, including future amend-
ments requiring immediate vesting
and portability. (See related stor-
ies, pages 12 and 38.)

Wide World photo.

A major requirement of the
new law is the employer's liabil-
ity for unfunded vested liabilities
in the event of plan termination,
Mr. Paine went on to note. Previ-

ously, when a plan terminated,
an employer was liable only for
the amount in the pension fund.
But, he furthef stated, under the
new law the company is lia-
ble for the full amount of un-

Continued on page 37

Insurance is

not adequate
to cover fire' s

destruction
BERKELEY SPRINGS, W.V.-

Approximately eight insurance
companies, among them Royal
Globe, Fireman's Fund, Farmers
and Merchants, Mutual Fire, Mu-
nicipal Mutual, Grangers Mutual
and a number of local agencies are
involved in losses resulting from
the blaze which destroyed an entire
city block and killed 13 persons
Aug. 25.

A representative of the Royal
Globe Insurance Co., insurer of
the Washington House Hotel where
the fire originated, said the build-
ing's $100,000 property insurance
Bolicy won't cover reconstruction
costs.

"You'd have to say it was un-
derinsured," the representative
connnnented.

The four-story, 150-year-old
building is owned by the Rev.
Cyril Fowler. The hotel had 120
rooms.

THE FIRE originated in the
basement of the hotel and flames
shot up an elevator shaft which
acted as a flue, according to the
ssate fire marshall. The cause of

the fire is unknown.

Eleven local businesses, includ-
ing a restaurant, barber shop,
drug store, jewelry store and ap-
pliance store were also destroyed
by the blaze which raged for four
hours after it started at 3 a.m.

All the businesses were in-
sured, according to the Royal
Globe representative. "But as to
the amounts of the individual
policies, the General Adjustment
Bureau is still compiling those
figures," he said.

Officials at the Morgan County
sheriff's department estimated the
loss at "close to $1 million." •
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tougher language to the pension regulation's effective date. Expe- pants at least every five years; anPension reform
...

benefit guaranty insurance sec- rience gains and losses to be annual report detailing plan assets
tions of the bill. amortized over no more than 15 and habihties; and, upon request,

Drafters of the legislation had re- years for single employer and 20 a statement of an employe's ac-
Continued from page 1 bying effort on the Senate floor portedly created a loophole for years for multi-employer plans. crued benefits, or for a termmat-

The earlier shock concerned a just before the Senate passed the companies interested in terminat- Reporting-An annual report ed employe, a statement of his
proposed freeze on future inte- bill 85 to 0 last month ing their plans by extending bene- to the Labor department within vested benefits and rights.
gration of pension benefits with "We have been told that this fit insurance protection retroac- 210 days of the end of the plan
Social Security benefits will greatly increase the funding tively to July 1 while the em- year; a plan description within EFFECTIVE DATES-Partici-

Section 1021(g) of the bill cost of private pension plans, ployer liability features of the 120 days of the plan's adoption or pation and vesting for new plans
would have placed a freeze on in- something I am sure none of the bill, designed to discourage plan the effective date of the act plus issued the first plan year after en-
tegration of benefits at levels set senators would hke to see occur," terminations and protect the fi- an updated description every five actment of the bill, for existing
in 1971 until July 1, 1976, during the senator said nancial status of the new insur- years, a copy of the plan descrip- plans, the plan year beginning
which time a Congressional study "Personally, I am not sure that ance corporation, become tion supplied to participants; and after Dec 31, 1975 Funding for
group was to study the entire those who tell us that their fund- effective only when President a description of plan changes new plans must meet regulations
question of Social Security inte- ing costs will be substantially in- Ford signs the pension reform bill within 60 days after they are for the first plan year after en-
gration creased because of the two year into law made actment, but for existing plans

freeze provided w the provision Specifically required of pen- the date lS the plan year begin-
WITH MANY benefits manag- are correct in their analysts THE NEW language in the bill mon, but not welfare plans, is a ning after Dec 31, 1975 Collec-

ers seriously eyeing integration "If there are substantial in- makes lt clear that the Labor de- list of all terminated plan mem- tively bargained plans have un-
as the best way to adjust for rap- creases in costs, I beheve that partment, which runs the pension bers and details of their vested til the end of the existing con-
idly rising Social Security bene- they will arise from the belief of benefit insurance agency, will benefits and the former pal'tici- tract, but no later than Dec 31,
fits, news of the "freeze the private pension plan actuaries take a very hard look at plans pants' Social Security numbers; 1980 Reporting and disclosure
proposal" triggered a telegram, Involved that once this freeze oc- terminated during this "loop- notification of any change in regulations become effective Jan
telephone, and letter-writing blitz curs there will be no further inte- hole" period before agreeing to status, such as merger or termi- 1,1975 Fiduciary standards be-
that swept the Congress m the gration of Social Security and pri- make good on vested, but un- nation; an audited financial come effective Jan. 1, 1975, with
hours immediately preceeding vate pension plans hereafter funded, benefits of the partici- statement annually, an actual·ial a three year phase-out for some
final passage of the bill pants report on asset valuation 30 days banned activities

The result of the pressure was 64THIS CERTAINLY was not The bill now states that no prior to any merger or consolida- Termination insurance-Bene-
a last-minute decision to drop the the intent of the two year freeze benefits will be paid to plan par- tion, and at least every three iits are payable retroaclive to
section entirely from the bill. that we included in the bill,' he ticipants unless the corporation years, a certified actuarial report plans terminated since June 30,

Sen Jacob K Javits (R-N Y ), said finds "substantial evidence" that on the condition of the fund 1974 for slngle employer plans
ranking minority member on the At the same time Congress the plan was terminated for Insurance is effective for multi-

Senate labor and public welfare moved to drop the integration "reasonable business purposes FIDUCIARIES-An expanded employer plans on Jan 1, 1978,
committee, acknowledged the lob- freeze, lt also acted to add some and not for the purpose of ob- definition to include persons having although the Labor department

taining the payment of benefits any discretionary authority or may elect to provide lt m the
by the corporation or for the descretionary responsibillty in event of multi-employer plan
purpose of avoiding the (em- the administration" of a plan terminations before the date
ployer) liability " together with an expanded list of The bill also sets up limita-

State of Maryland The employer liability gives the prohibited transactions because tions of both benefits and allowa-
pension benefit guaranty corpora- of the possibility of self-dealing ble contributions The pension

Department of Transportation tion the right to impose a lien abuses benefit ceiling was set at $75,000
against 30% of a company's as- Disclosure to participants-A a year The annual contribution

MASS TRANSIT ADMINISTRATION sets if the company terminates plan description within 90 days limit for both pension and profit-
COORDINATED INSURANCE PROGRAM an underfunded plan after an employe Joins the plan, sharing plans is $25,000 a year or

or 120 days after enactment of 25 % of annual compensation The

IN SUMMARY. the bill provides the law, supplemented by updates above rules become effective for
Sealed proposals, in duplicate, for the administration of a Rapid new rules for vesting, participa- detailing any plan modifications, plan years beginning on or after
Transit Coordinated Insurance Program will be received at the tion, funding, reporting, fiduci- a new summary plan for partici- Jan 1,1976 .

Office of the Director of Engineering and Construction, Room 31, aries and disclosure to partici-

Mass Transit Administration, 1515 Washington Boulevard, Balti- pants.

more, Maryland 21230, at any time pnor to 2 00 pm on Monday, Vesting- Three alternative

September 30, 1974. formulas· 100% vesting after 10 Pension reform ready
years, graded vesting with 25%The program consists of establishing and admmistering a coordi-
after five years, 50% after 10nated insurance and safety program for design and construction

of the Phase I Baltimore Region Rapid Transit System. A years, and 100 % after 15 years,
rule of 45, with 50% vesting after

after years of battle
description of the proposals desired iS included m the "Request
for Proposals - Rapid Transit Coordinated Insurarice Program five years, or if later, when age WASHINGTON President By 1974, the United Steel

plus service equal 45, then in-which may be requested on or after August 14, 1974, through the Ford is expected to sign Into law Workers, through Rep Joseph M
creasing 10 % each year until the Employe Retirement Income Gaydos (D-Pa ), representingManager of Contract Administration, Room 31, Mass Transit

Administration, 1515 Washington Boulevard, Baltimore, Mary-
100% is reached. Security Act of 1974 in White another big steel district, told

land 21230, Telephone 301 /539-6281, Extension 349
Participation-Age 25 with one House ceremonies on Labor Day. Congress that 71 pension agree-

year service, or three years for
Proposers will be required to comply with all applicable Equal The massive pension reform ments with steel worker locals

plans that provide immediate package comes to the White were cancelled in 1973 aloneEmployment Opportunity laws and regulations The contract 100 % vesting Certain pension House with the almost-unani- Most of the cancelled plans in-resultmg from this solicitation is sublect to a financial assistance plans may exclude from partici-
contract between the Mass Transit Administration and the U S mous support of the Congress 12 volved fewer than 500 workers

pation employes who are within years after President John F. Sen Jacob K Javits (R-N Y )Department of Transportation. The Administration reserves the five years of normal retirement Kennedy first established a Cabi- introduced his first pension billright to refuse or reject any proposal, in whole or in part, and/or age net-level task force to investigate in 1967, reintroduced lt in 1969waive technical defects if, in its judgment, the interest of the Funding-Mandatory funding
Administration so requires All proposals and data subrmtted to the private pension system. and 1971, and in 1972 was joined

of annual costs plus 30 year (for The House of Representatives by Sen. Harrison A. Williamsthe Administration become irrevocably its property. single employer plans) or 40 year last month approved the final (D-N J ), chairman of the Senate
Walter J. Acldaon (for multi-employer plans) am- compromise bill 407 to 2. The labor and public welfare commit-

Mass Transit Admirustrator
ortization of unfunded accrued Senate vote was 85 to 0. tee
hal)illties. Forty year amortiza- The Senate backed up the com-
tion for liabihties existing on this MUCH OF THE historic pres- mittee with $1 million to conduct

sure for pension reform can be the full scale studies and hear-
traced back to the up-and-down ings that led to the passage of a
business cycle of the nation, and Senate pension reform bill in
the disappearance from the na- September, 1973

IRM FOR SPRINKLERED tional scene of two artifacts of Five months later, the House
American pop culture-the Stu- passed its version of pension re-
debaker and the Packard. form in late February of this

or NON-SPRINKLERED RISKS Packard closed its doors in the year In another five months, the
late 1950s. The Studebaker shut- compromise bill arrived at the

down came later, in 1964, after White House.
the Kennedy Administration taskWe write qualified commercial and individual attention on
force had been formed

risks on an individual basis, specific underwriting prob- The auto company failures
whether they are sprinklered lems, get in touch with one of drew pubhc attention for perhaps GUIDE TO
or non-sprinklered, protected our 17 Member Companies. the first time to the pension loss-

or unprotected, combustible es that accompamed the plant
IMPROVED RISK closures. FEATURES

or non-combustible Our facil-
MUTUALS The collapse at Studebaker,

Ities cover properties from
15 North Broadway White Plains NY 10601 headquartered m South Bend,

$150,000 - with capacity in In, "was the straw that broke the
Labor Beat

....... ...... ...
6

the millions available when

needed For prompt service IRM camel's back," according to a Info for Buyers . ......
...10

UAW official in Washington. Opinions ....... ............ .18

Washington WatchThe closing left about 1,700 ...........
26

Studebaker workers without pen- Perspective .. .. ..........
.31

sions and reduced the benefits People ............ .......46

Dates for Buyers .... ..Atlanta • Chicago · Dallas • Detroit • Greensboro · Los Angeles · San Francisco received by those employes near ...
.46

the retirement age.
CONTACT A MEMBER COMPANY American Manufacturers • Central Mutual • Consolidated Mutual

Employers Mutual Casualty · Grain Dealers • Indiana Lumbermens • Iowa National Specialized steel companies, Vol 8 No 18-Business Insurance is
Lumbermens Mutual Casualty • The Lumbermens Mutual · Merchants Mutual • Michigan Millers many located in Pennsylvania, published every other Monday at 740

Michigan Mutual Liability · Millers Mutual • Pennsylvania Lumbermens began closing their doors with Rush St, Chicago, Il 60611 Con-Pennsylvania Mmers • Unigard Mutual • Utica Mutual
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Chicago, Il Copynght 1974 by Crainbusiness steadily went to foreign
Communications Inc.

concerns.



New risk manager rethinking all programs
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Johns-Manvill le sues supplier in liability case
By SUSAN ALT

DENVER-The quiet of Johns-
Manville Corp.'s headquarters
office, looking serenely upon
hazy-blue jagged Rockies in the
distance, belies the flurry of ac-
tivity surrounding the rnany

problems which typically spring
up around a fast-growing company.

And in the small but stylish of-
fice of J-M's new risk manager,
Richard W. Zeitler, the problems
are apparent: Losses of more
than $10 million caused by a
giant European fire earlier this
summer which resulted in the
total loss of a French manufac-

turing facility. Litigation over
damages caused by pipe product
failures. A growing workmen's
compensation challenge for the
risk manager of a firm involved
in asbestos mining and process-
ing, polyvinyl chloride plastics
production, fiber glass manufac-
ture, and tale mining.

Mr. Zeitler, who joined J-M
only last April, has his hands full.
For one thing, Johns-Manville is
involved in several unusual sit-
uations.

IN MARCH, the firm filed an
extraordinary $13 million suit
against United Aircraft Corp., to
recover damages arising out of
the sale of allegedly defective
plastic pipe. J-M bought the
rights to produce the pipe from
United Aircraft, and was subse-
quently sued by customers who
claimed the pipe failed.

The "Flextran" pipe, used for
sewer conduits, was produced be-
fore 1971.

Johns-Manville seeks to recov-

er the amount it paid to United
Aircraft for the production
rights, plus the damages J-M has
had to pay (and may have to pay
in the future) to its customers.

The company is presently a de-
fendant in three lawsuits and has

a number of outstanding claims
alleging material damages from
pipe defects. In its annual report,

J-M said it had always settled six
claims, and was aware of eight
additional alleged failures.

The impact of this case on the
insurance department is inter
esting. Mr. Zeitler, when queried
on this matter in a recent inter

view, told Business Insurance
that all losses and damages in
this case exclusive of the damage

to the pipe itself will be covered
under the product liability por
tion of Johns-Manville's compre
hensive general liability insurance
policy. The primary policy is un

derwritten by Travelers Insurance
Co., with limits of $100,000 per
occurance and a $250,000 aggre

gate. J-M also has excess coverage
with The Home Insurance Co. Since

the bulk of these plastic pipe claims
are large, "our excess insurer is

very much involved in this case."
The company isn't commenting

on how much is expected to be
recovered from United Aircraft

Nor is Mr. Zeitler commenting on
the amount of coverage afforded
by his excess carrier.

THE ANNUAL report notes: In

the opinion of the company,
product liability insurance will
adequately cover a substantial
portion of the costs, the amounts
of which presently are not ascer
tainable, relating to claims re
sulting from pipe failures, except
for the cost of supplying pipe to
replace pipe found to be defective

The report's footnote goes on to
say: The issuer of the insurance
policy which is primarily in
volved in these claims has stated ·

that in its opinion certain kinds

of losses representing a substan-
tial portion of the amounts
claimed will not be covered by
the policy and has filed suit seek-
ing a declaratory judgment as to
its obligations under the policy.

HOWEVER, Mr. Zeitler did say
that a settlement agreement has
been reached with Home, where-
by Home will respond for certain
specific damages, although the
extent of coverage is not as broad
as that afforded by the primary
insurer.

"In the future products liabil-
ity is going to play a much bigger
part in this department," Mr. Zeit-
ler says of his role as risk
manager. He attributes this to
consumerism, which in his mind

is the key to increased actions by
customers against suppliers, in
the industrial and commercial

field as well as consumer prod-
ucts market. "Complaints and
claims involving users of prod-
ucts used to be worked out in a

business relationship, across a
desk, but now the customer sues
the supplier in many cases," he
says, alluding to the claims against
J-M and J-M's own moves against
United Aircraft.

And, he adds. "Like other com-
panies, we are running into more
and more of these cases because
of our diversification efforts."

Johns-Marwille, a company with
sales of over $900 million and
assets of over $725 million, was
once known almost exclusively

as a construction materials sup-
plier. Now the company's rev-
enues are derived from five

major businesses, including con-
struction materials, pipe products
and systems, insulations, indus-
trial specialties, and mining and
materials. J-M is also a land

developer, with leisure-living re-
sorts in Sun Valley and one start-
ing up outside Denver, where the
connpany Will also build a

sprawling worldwide headquart-
ers complex. J-M has for several
years been on the aquisition trail,
and completed two purchases just
last year. Johns-Manville spends
a hefty $8 miion a year for com-
nnercial insurance, despite a
healthy self-insurance bent in re-
cent years.

S

Mr. Zeitler has taken a spe-
cial interest in casualty risks and
coverages, and plans to review
the firm's entire liability pro-
gram within the next year, "to
make certain it is adequate to
cover new risks emerging from
old operations plus the risks in-
volved in our new acquisitions."
J-M's present liability program
has not undergone major revision
in many years.

"I THINK workmen's compen-
sation is going to generate more at-
torney-involvement for businesses
in general. The field has been stag-
nant, and attorneys and claimants
are looking forward to the possibil-
ity of higher awards because of dra-

Continued on page 4
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Whose fault when self insurance
is left unexplored ?

It depends on who you're talking to. But if your organization is
like most, then it's the boss who assumes the responsibility.

The reasons we invite you to take a close look at Gallagher-
assisted self insurance can be highly relevant:
• Program is designed specifically to your own organization's

needs.

• Tailored computerized claims control with OSHA
compliance assistance and safety service di-
rected to major loss producing causes.

• Nationwide, on-the-spot claim service.
• Property appraisals.
• Coverage for a// exposures: property, auto-

mobile, general liability, products liab;lity, dishonesty, and work-
men's compensation.

You get a better insurance program, with better service and
you keep those premium dollars. And the resultant cash flow
benefits are being enjoyed by our clients every day.

Last year we handled more than 27,000 losses and claims and
administered client funds exceeding $17,300,000.

There's no need to conjecture about self insur-
ance, because we will be glad to. provide a

competitive cost comparison of your present
program at no cost or obligation. Please
contact us.

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

• A Nationwide Organization Providing Excess Coverages and All Related Services for Self Insurers
• Brokers for Commercial, Industrial and Institutional Insurance Programs
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Manville ...
Continued from page 3

matically increased work connp
benefit levels. We are self-insured

(for workmen's compensation) in a
lot of our operations, but the re-
cently-acquired companies for
the most part have insured pro-
grams. This insured part of our
total work comp Drogram, there-
fore, has grown appreciably." It
is underwritten by Travelers.

"As a long-term objective we
have to come to grips with the
need to go to a totally self-in-
sured program, possibly using a
captive for excess coverage, par-
ticularly in the area of occupation-
al diseases," Mr. Zeitler reasons.

Johns-Manville is in multiple
businesses which appear to pose
heavy occupational disease risks,
including tale and asbestos min-
ing, fiber glass and polyvinyl
chloride plastic manufacturing,
and insulation production.

One of Mr. Zeitler's goals is to
develop a specific liability and
work cornp experience-rating
plan for each operating division
of Johns-Manville, something he
previously did for East Coast-
based Lone Star Industries as

risk manager. It involves devel-
oping a self-insurance system
with rates to apply to each opera-
tion using past and projected loss
data. "You take past losses for no
more than three years back by
location, by division, and by
group. This is a long term goal
because data that I need to put
this together has to be systenna-
tized, and is not all available

yet."

J-M NOW DOES most of its in-

surance business through Marsh
& McLennan, and has for many
years, but the new manager's
personal philosophy "leans
toward using more than one
broker," primarily ' for the ex-
change of ideas that comes from

working with a variety of people.
A $10 million fire in June

caused the total loss of a Johns-

Manville manufacturing facility
in France. The plant was insured,
mainly under local subscription
policies. The event sparked a fast
rethinking of foreign fire preven-
tion efforts.

"We are in much the same po-
sition as ITT was several years
ago" ( following the ferocious fire
which destroyed its Longuenesse,
France facility), says Mr. Zei-
tler. "Our fire was at an un-

sprinklered facility and caused a
total loss. The plant is now being

rebuilt, and is engineered to HPR
standards," he adds. "As with
ITT, this has necessitated a lot of
rethinking about upgrading for-
eign properties to American stan-
dards (of fire protection)."

"In my opinion, the question

shouldn't be 'How much premi-
um will be saved?' when the time

comes to evaluate fire protection
and sprinkler programs. The

Bring us your problems

We're not as old as the vener-

able lady shown here, but in
our way we, too, have solved
many problems for people just
by showing a welcome door.

When you find yourself
with surplus/excess accounts
that are high risk, complex,
and hard to place, don't
worry about them. Bring
them to us.

4

We're innovative, flexible,

and our capacity hasn't been
stretched yet.

With over 65 years' ex-
perience, we understand your
needs and problems. And we
have the responsiveness,
flexibility, and professionalism
to help you solve them.

Call. Our full facility is at
your service when you do.

question should be, 'Can I afford
to be out of business for six

months and potentially lose a
market?' And that's a decision

for the operations managers of
the facility and the corporation."

J-M's domestic fire insurance

program includes coverage for
the firm's hundreds of millions of

dollars in buildings, machinery

and equipment through Ark-
wright Boston, part of the Factory
Mutual System, with a $25,000
deductible per occurence, coupled
with manufacturers' output cov-
erage with Affiliated FM.

AN IMPORTANT part of the
J-M insurance manager's j ob, Mr.
Zeitler believes, involves re-
viewing leases, agreements, con-
struction contracts, etc. for clauses
transfering risks. *' If we're

leasing a premise from an owner,
where we're not entirely in con-
trol, and the lessor attempts to be
named as an additional insured

under our contract, thereby

Sayre 82 Bso, Inc.
SPECIAL RISK UNDERWRITERS FOROVERSYEARS

rl-1 MEMBER. MISSION EQUITIESCORPORATION

Headquarters: Los Angeles. Offices: San Francisco, New York, Seattle, Portland, San Diego, Denver, Houston, Atlanta, Phoenix, New Orleans.
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transferring the risk to us-ask-
ing us to accept liability for risks
that are rightfully his to retain-
we are risking a large loss," Mr.
Zeitler explained.

Another area of his responsi-
bility is "making certain a ware-
house owner who's purchased his
own fire insurance has included

the proper waivers of subrogation

rights in the contract with us, the
lessee. Otherwise, we'd be paying
the premiums as part of the rent,

plus we could be paying for the loss
if we didn't require the waivers in
the contract," he notes. •

Policies not

keeping up
with inflation

HARTFORD, CT.-Determined
to warn its business property pol-
icyholders of rising replacement

costs and possible inadequate
coverage due to spiralling infla-
tion, the Hartford Insurance

Group embarked on a one-year
campaign called the "Inflation
Fighters" to update customers'

policies.
"The insurance industry must

come to grips with the effects of
inflation. We are determined to

get across the idea that policies
must be reviewed each year to
make sure that they are keeping

pace with replacement costs,"
said Hartford's executive vp,
DeRoy C. Thomas.

One report cited a rise of 7 % in
non-residential construction costs

last year alone.

"MANY POLICYHOLDERS

will have vastly inadequate cov-
erage" if inflation continues, Mr.
Thomas explained.

This is the first time "in the

nation's peacetime history that a
10 % annual rate of inflation is
being proj ected for an extended
period of time," he added.

This campaign may spark up-
dating business property insurance
policies value up to 2% each quar-

ter, on 8 % in a year, the firm
noted.

Part of the strategy includes a
handout to Hartford agents. The
"costimator" contains tables esti-

mating replacement costs by

state, as well as by the type of
construction and year the struc-

ture was built," it was noted.

"USING THE costimator as a

guide, an agent can check the
current levels of coverage," Mr.
Thomas explained. The agent can
also "go over the coinsurance
clause and make other recom-

mendations which will aid the

policyholder in reaching a deci-
sion about his total insurance

needs."

The costimator, however, "is
not designed to help evaluate the
amount of insurance on all

properties, but it can be used for
the average or intermediate-sized
risk," the vp said.

More than $200 million in busi-

ness property insurance coverage
was underwritten by Hartford last

year, .

Fire losses up
An estimated $297 million in

fire losses was reported for the
month of June by the Insurance
Services Office. This shows an

increase of $74 million over last

year's figure. The estimate is
based on individual company

reports of insured losses, the of-
Mee noted. In taking company re-
ports of insured losses and

allowing for additional uninsured
losses, ISO said it is able to put
together what it considers a
reasonable estimate of the total

fire losses.



Ever thump an insurance company?
(How the good people were tested - and found wanted.)

It's too bad you can't sample an
insurance company's service be-
fore you become a policyholder.
Especially when you're buying busi-
ness insurance.

3% f

ry':

But once in a while a situation develops
th at al most gives you this advantage.
Then you.have a chance to reward good
service. With· your business.

.

4 *40-

I ..1

9 -AL'" :
of the insu:rance with one

company."

4 <5» - ' 5.': . A year went by. Then two.
And at renewal time, Em-

ployers of Wausau was15*' ,

awarded the -entire ac-

count. On the basis of
.

f. ,/.4,1, // service. And the policyhold-
er's confidence in our ability to

prevent losses and reduce their
irisurance cost in the long run.

Here's how we were put to the test recently.
Employers Insurance of Wausau was a long-
time workmen's compensation insurer for the

Valspar Paint Corporation. When the firm was,
purchased by the Minnesota Paint Company, we
immediately solicited a// of the compensation cov-

erage for the combined entity.

But the new parent organization said, "Not so fast
- let's keep different insurance companies on dif-
ferent parts of the business and see how they
perform. Then we'll decide if we should place all

We're not:claiming we'd always win out.
But we want to make this point: At Employers, we
concentrate on business insurance. It's more than

just an important part of our business - it's our
reasbn for being in business.

If you run a company with a single-minded pur-
pose, you'll understand what makes us good at

our job. And why we're known as good people
to do business with.

COME TO THE SOURCE

Get theWausau Story

EMPLOYERS INSURANCE OF WAUSAU Wausau, Wisconsin
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labor beat

Top mine safety official hit with
-orker wrath for being 'ineffective'

WASHINGTON-The top fed-
eral mine safety official is in a
fight for his j ob with a tough-
talking United Mine Workers
union that marched to the Interi-

or department here this month to
demand his ouster.

The target of the mine work-
ers' wrath is James Day, a 44-
year old attorney and former
Central Intelligence Agency em-
ploye, who was appointed ad-
ministrator of Mining Enforce-
ment and Safety Administration
(MESA) in August, 1973.

Mr. Day is to mines what John
Stender is to the Occupational
Safety and Health Administra-
tion. "We cover everything, above
and below ground, all the way to
sand and gravel pits," said a MESA
official.

MR. DAY'S appointment is still
awaiting confirmation by the
Senate labor and public welfare
committee, whose members, sig-
nificantly, don't seem to be in a
hurry to take up the matter.

Sen. Richard Schweiker (R-
Pa.), up for reelection this year,
has been the only labor commit-
tee member so far to come out

publicly in favor of Mr. Day's re-
moval. He told a group of mine
workers this month that Presi-

dent Ford may dump Mr. Day in
favor of a labor-supported candi-
date.

There is concern about Mr.

Day's appointment among both
Republican and Democratic mem-
bers of the Senate labor and

public welfare committee, said a
spokesman for Sen. Harrison A.
Williams Jr., the committee's
chairman.

Although only Sen. Schweiker
has taken a stand against Mr.

Day, "no one has come out in
support of Mr. Day," the spokes-
man said.

A spokesman for Mr. Day de-
nied that there has been any
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move by the Ford administra-
tion to change top leadership at
MESA. "All we've had is support
from the secretary of the Interi-
or," the spokesman said.

THE MINE WORKERS' march

on the Interior department came
in the midst of a special five-day
"memorial" called by the union
in memory of miners killed in
mine accidents.

Mines across the nation were

shut down by the memorial,

which is permitted under terms
of the United Mine Workers con-

tract. The contract allows the

mine workers five more memori-

al days off the j ob before it ex-
pires this November.

(One side-effect of the memo-
rial shutdown is that the United

Mine Workers welfare and re-

tirement fund, already strapped
for cash. will be deprived of
about $6.4 million in income. The
fund's revenues come entirely
from an 80 cents per ton royalty

on each ton of coal mined. Nor-

mal weekly production would
have been about eight million
tons. Normal income for the

month of August is about $26
million.)

Mr. Day was employed by the
CIA from 1956 to 1960 and then

was in private law practice until
1970, when he was appointed di-
rector of the office of hearings
and appeals in the Interior de-
partment.

THAT OFFICE heard appeals
from coal mine operators objecting
to fines levied on them under terms

of the Federal Coal Health and

Safety Act of 1969.
The mine workers have charged

Mr. Day with being an ineffective
"political hack." The political tag
comes from Mr. Day's service on
Sen. Barry Goldwater's (R-Az.)
cannpaign staff in 1964 and forrner
President Nixon's campaign staff
in 1968.

The mine workers accuse Mr.

Day of being lax in enforcing
MESA provisions, of actually pro-
posing amendments they say would
"gut" the law, and point to 800
mine fatalities since the 1969 coal

mine act was passed.

They also charge that the Inte-
rior department has collected
only about $5 million of some $27
million in fines levied by MESA
inspectors.

"To us that's a disgrace," said
a union official. "There's no in-

centive for mine operators to
heed the law when fines go un-
collected."

Mr. Day's office disagrees with
where the rnine workers are

placing the blarne for these prob-
lems.

"They're saying Mr. Day and
MESA are failing to collect these
fines," said a MESA official.
"We're not a collection agency.
We can do nothing except urge
the Interior department's Solici-
tor's office to get these fines paid.

Continued on page 7

Being there when people need you,getting theiob
done. That's what we've been known for since 1898.

Ifyou know ouragents you know why.
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Labor beat...
Continued from page 6

"Mr. Day said the first thing he
wanted to do was something about
this assessment problem, but it's
true that it is sometimes cheaper
for the mine operators to fight the
claims in court than purchase the
new equipment that the safety
rules require," the official said.

The Bituminous Coal Opera-
tors Assn., representing the bulk
of coal mine operators, had "no
comment" on the entire contro-

versy when contacted by this
magazine.

MR. DAY'S office vigorously

defends the record of their safety
enforcement activity, citing 2,800
federally ordered mine closures
for safety reasons so far this
year, compared with 1,900 for the
same period last year.

Deaths from accidents in un-

derground mines have declined

every year since 1970, when 206
were recorded. A total of 99

deaths in underground coal mines
were recorded in 1973, "the lowest
in the history of the United States,"
according to Mr. Day's office.

The rate of disabling injuries
has also been declining, MESA
says, from around 54 per million
man hours worked in 1973 to a

figure of around 34 per million
man hours so far this year.

The mine workers and some

Capitol Hill sources close to the
situation told Business Insurance,
however, that there is dissatis-
faction over too much "talk" and

not enough tough enforcement
action.

The union is expected to make
a big issue out of safety in con-
tract negotiations this fall, and if
there is a strike, as now appears

very possible, the safety issue
could become more and more

visible.

The impact of recent strip
mining legislation, making in-

creased underground coal mining
much more likely, together with
the coal "crunch" that would re-

sult from a long strike this
winter, may well be enough pres-
sure to convince the Ford White

House to sacrifice 'Mr. Day for
peace.

The mine workers union, for
its part, said they have no candi-
date in mind to take Mr. Day's

plae€.
"It seems to us that the first

priority is to get rid of Mr. Day,"
a union official said. m

Brokers acquire firm
A Newark, N.J. insurance

agency, Lewis M. Gabbe & Co.,
has merged with Alexander & Al-
exander Inc. insurance brokers.

The Gabbe agency will become in-
tegrated with the Newark and
New York offices of Alexander &

Alexander. Mr. Gabbe, formerly
president of the agency, was named
a vp of Alexander & Alexander.

Railroad not assuming
responsibility for blast

WENATCHEE, WA.-Damages

from the railroad tank-car explo-
sion here August 5 that killed

two persons and injured 70 oth-
ers will be "well over $5,000,000,"
according to state insurance com-
missioner Karl V. Herrmann.

A spokesman for Burlington
Northern said the firm is not "as-

suming liability or responsibili-
ty" for the blast, which occurred
at . noontime in the BN "Apple
Yard" along the Columbia river
just south of the city.

The spokesman said the rail-
road's main losses would be in

the 70 cars destroyed and another
40 "damaged but salvageable"
cars in the yard.

The possibility of sabotage still
is being pursued, it was reported.

The Maryland. People who get things done.

Dick Nickell, Chelan County
sheriff, said his office had talked
to several witnesses "who think

they heard something... maybe
shots" in the vicinity of the rail
yard moments before the explo-
sion.

However, a spokesman for Du-
Pont de Nemours & Co., which
manufactures Monomethylami-
nonitrate, the chemical solution
in the car that exploded, said the
chemical could not have been set

off by rifle shots or even blasting

caps.

The spokesman described the
chemical as "a flammable solid in

an aqueous solution" that is used
in combination with other chemi-

cals to make water gels, a new
type of commercial explosive.
Known as "P.R.M. Solution", the
chemical is inert by itself, he
said.

Like BN, DuPont said that "it
is too soon to assign liability" for
the explosion that dug a hole 80 1
feet long, 60 feet wide and 35 feet

deep.

THE INSURANCE Information

Institute estimated 15 homes near

the explosion were "heavily dam-
aged" while 85 others had win-
dows blown out.

The Cedargreen Food Corp.,
which has a cold-storage facility /
200 yards from the sight of the ·f
explosion, estimated that 4,000,-
000 pounds of frozen peas, carrots
and lima beans worth $75,000
were destroyed.

A spokesman for that firm said
S600,000 damage was caused to
the storage facility itself.

The tank car that exploded was ;
made of a stainless-steel tank ,
encased by 10 inches of insulation i
and an outer steel shell.

BN said similar tank cars have

carried explosive materials such

as gasoline and petroleum prod- ,
ucts. .

Travelers in Japan
Travelers Indemnity Co. of -

Hartford was licensed to write

general insurance in Japan. This
move "will enable us to issue

policies in The Travelers name to
U.S. and other clients who have

interests in Japan. It marks an
important step in the expansion
of our international facilities,"
Morrison H. Beach, chairman of -
the board and president of Trav-
elers Corp., said.

It pays you to
save us money.
Every dollar we save in Work-
men's Compensation coverage,
whether it be through improved
loss control or more effident

office operations, is returned
diredly to our policyholders.
We've returned money each year
we've been in business - our

policyholders have received over
$156 million since 1914.

That's why many companies
separate the Texas portion of
their Workmen's Compensation '"'
coverage from their national
program. It'11 pay you to investi-
gate. Call our National Accounts 
Division collect at 214/742-
9331.

Texas ErnPLOVeRS'

InsumanceAssociaTion

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National life Insurance Co.
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State lumbermen to self-insure under new law
JACKMAN, ME.-A number

of previously uninsured lumber
contractors will now be covered

under Maine's first group self-
insured workmen's compensation
program, recently approved by the
state's industrial accident commis-
sion.

Last October, the state legisla-
ture passed a law granting the
formation of such groups. North-
ern Woods Ingging Assn. moti-
vated the legislation. The associa-
tion's reward just came with ap-
proval to form the state's first
plan.

Association members include

50 lumber contractors with be-

tween three and 50 employes,
who cut wood on paper-company
property, providing pulp and
lumber.

Many of the members were
previously uninsured. Although

the state of Maine has stringent
workmen's compensation laws, it
was not mandatory that an em-
ployer purchase this coverage
until June 28.

Historically, the logging indus-
try is dangerous. Statistics show
that 25 % of loggers injure them-
selves each year. Premiums for
workmen's compensation cover-
age are high. Many small con-
tractors have not been able to

afford insurance. Thus, many
workers suffered severe injuries,
high medical costs and no com-
pensation.

UNDER THE association's new
plan, tougher safety programs
will be introduced. A nine-man

safety commission has already
been appointed.

The cost of the group's safety
program may be substantial. But

as one industry source explained,
"I'd rather pay more money for a
better safety program than have
to pay after an injury." The
problem, he added, is not the rate
of injury, but the severity. It is
rare that a logger comes out of an
accident with anything less than a
lost limb or paralysis.

This is the first coordinated in-

dustry effort to secure a safety
program. Until now, no one has
shown the concern. The associa-

tion was optimistic that increased
safety measures could improve
its experience, lowering premium
costs.

Self-insurers' Management
Corp., a Boston-based concern, was
in on the association's discussions

from the beginning, five months
ago. It came as no surprise when
the firm was called on to adminis-

ter and service the plan when it

G MARE

F

was approved.
It has already established a

field office in Jackman to service

the program. The firm will han-
dle safety engineering claims and
collect computerized loss control
data.

FIRM PRESIDENT, Alvin Sims,
told Business Insurance that al-

though the plan is self-insured,
catastrophic coverage is provided
through Reserve Insurance Co.
The policy has an excess aggre-
gate enabling the group to absorb
up to $75,000. Above that limit,
the insurance company pays up
to $2 million, raised under the
new plan from a $1 million limit.

"The normal manual premium
is approximately $425,000 per
year for the group now, but we're
taking on new members" which
may lower the costs considerably.

WITH APOLOGIES TO

BATEMAN.
He dreamt he didn't have        -

Directors and Officers Liability Insurance

A new brochure

which gives full information
about this protection

may be obtained from any
Stewart, Smith office.

 Stewart, Smitb
A member 01 the Stewart Wrightson Insurance Group

116 John Street

New York, New York 10038
(212) 964-6700

141 West Jackson Boulevard

Chicago, Illinois 60604
(312) 939-5775.

3200 Wilshire Boulevard

Los Angeles, California 90010
(213) 382-6201

Mr. Sims added that he expects
membership to double within the
next year.

The premium covers the cost
of the "catastrophe coverage, the
service fee and claims payouts.
The reserves are then invested
and investment income is held on

behalf of the members," Mr. Sims
added.

Under the state's law, the max-
imum workmen's compensation
benefit is two-thirds of the aver-

age weekly wage or $87.50. Pay-
ments are made to the employe
for life if the injury is severe. In
case of death, the widow receives
benefits until she remarries. Chil-

dren are compensated until age 18.

NORTHERN WOODS Logging
Assn.'s plan administrator, Marc
Morin, was optimistic about the
new plan. He said, "it's going to
work out beautifully, although
we don't have much experience"
in this area.

His function is to direct the

premiums and pay out adminis-
trative expenses. He explained
that under this plan, costs may be
considerably lower. This will not
be evident, however, until at least
the first quarter. He said, "costs
could be quite a bit lower. We
could run it with one man and
one secretary."

Under state law chairman of
the Industrial Accident Commis-

sion must approve a plan such as
this. John Keaney, chairman,
signed it but is still not sure
whether the plan will work. He
said, "we're in virgin territory
now and we don't know how it's

going to work out."

THE CONCEPT of the plan is a
positive one, he added. "Like any
group insurance, it will permit
organizations with similar type
operations to join together and
take one type of policy in work-
men's compensation. This group
realizes that to be effective they
will have to have an exceptional
safety program."

He assumed that the loggers
would experience lower rates
under the program. "They avoid
the assigned risk surcharge of
around 8%."

Frank Hogerty, Jr., the state's
superintendent of insurance, is
optimistic though uncertain how
the plan will work out. He said,
"It helps in the long run these
people who have difficulty in
maintaining lower rates. It's so
new, it's hard to imagine how it
will work out. We're hoping for
the best. It may be beneficial to
those employers who have high
rates. Small contractor rates are

very high. This may give them a
lower rate of experience. Only
time will tell." .

Kidnap bill
reiected by
committee

SACRAMENTO- Legislation
which would have banned any
California corporation from using
any of its assets for payment of
ransom in kidnapping cases has
been rejected by the assembly
committee on criminal justice.

The bill, prompted in large
part by the Patty Hearst kidnap-
ping and the payment by the
Hearst Corp. of large sums of
money for food distribution de-
manded by the SLA, had been
approved earlier by the senate.

Opponents to the measure had
contended that the language of
the bill, in effect, would have ban-
ned the use of corporate funds for
the purchase of kidnap insurance. •
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" It's hard writing ads
for an insurance company that won't

let me brag even a little."
MY ads get shot down a lot because I like to
hliperbo.ize and boast now and then.

So -his time I'm giving you pure fact, with what I
consider undue modesty.

First, The St. Paul is not the capital of Minnesota.
We re a property and liability insurance company

from Saint Paul with assets of $1,099,747,000 as of
Dec. 31,1973.

We offer a complete multi-line capability.
We can innovate and bend. So your company gets

insurance shaped to its own pecu iar needs.
Service? One of 45 service centers throughout

tha U.S. and Canada will contac. You the same day it
receives your claim. In most cases

In addition, we've enlisted over 8,600 of the best

professional independent agents we could find.
We're learning tospeakyourlanguage. 282 ofour

folks, probably more than any other company, have THE ST. PAUL
received the HA's Associate of Risk Management diploma. COMPANIES

A. M. Best Company, tie prestigious insurance
industry analysts, sums it up best. -

The St. Paul is "one of the most successful risk c -- ,-,, L 1
-J

underwriters in the country." Their words, not mine. C -»r --Z tz>/
Compare what we can do for you with what               -

you've got. Serving you around the world. ..around the clock

Call an independent agent for The St. Paul today.
St. Paul Minnesota 55102

He's in the Yellow Pages.
And may modesty prevail.

St. Paul Fire and Marine Insurance Company, St. Paul Mercury Insurance Conpany, The St. Paul Insurance Company.
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Steerclear
ofmonstrous

insurance costs

An lAC appraisal can help owners and insurors of
property navigate around the unnecessary costs of
over or under insurance, and the penalties of co-
insurance. The reason: an IAC appraisal spells out
the real value of property as loud and clear as a
bell, saving bottom-line dollars both before and
after a loss.

Industrial Appraisal Company. For independent,
objective, well-supported appraisals of all kinds of
tangible and intangible property. Needed to peg
your insurance premiums at realistic levels, and
for a multitude of other solid business reasons. Call
one of our 28 offices, or write for brochure 500.

Industrial Appraisal Company
222 Boulevard of the Allies • Pittsburgh, PA 15222 • (412) 471·2566

New York • Chicago • Los Angeles • Philadelphia & 24 other cities.

1.

T o 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.

• An article entitled FIPP, fi-
nancial institution protection pol-
icy, describes in depth the new
comprehensive chattel mortgage
policy now available for financial
institutions. This article, by Ber-
nard J. Daenzer, president of
Wohlreich & Anderson Ltd., dis-
cusses the three sections of the

new chattel mortgage wording,
which covers filing and non-fil-
ing of chattel mortgages, lenders
single interest in respect of auto-
mobiles and other chattel

mortgages, as well as physical
damage to chattels repossessed
by the assured. For a copy write
Arthur Fullan, Manager-Finan-
cial Institutions, Wohlreich &
Anderson, 55 John St., N.Y.
10038.
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-Constant Energy Source

= Electronic Sound

• Disabling Device

70 * # L BABACO
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are

you

really

risk
risk

management
manual

Year 4 0

including bi-monthly
supplements.

Renewal fee $36.00

=Ship, handling and
local taxes addnt.

Also publishers of: Excess & Surplus

• Washington Information: Na-
tional Health Insurance is a com-

plete information service on the
subject of national health
insurance which includes month-

ly newsletters, special bulletins
to keep subscribers informed on
fast-breaking activities, sunn-

maries of House ways and means
committee and Senate finance

committee NHI testimony, etc.

OUR TRUCKS ARE UNDER

BABACO
PROTECTIVE SERVICE

Write or call
for free brochure

AILARM SYSTEMS, inc.
-     1775 Broadway
---- -0.

New York, N.Y. 10019

.7 ---*.
Tel (212) 977-7530

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

managing ?
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:

TI-IE AAERRITT COrvipAINY

Insuron PTen Prod...

1661 Ninth St., / P.O. Box 1256, Santa Monica, CA 90406

Lines Manual · OSHA Reference Manual · Protection of Assets Manual

Subscribers are provided with a
loose leaf binder including sum-
maries of the major proposals
and other basic resource docu-

ments. For subscription informa-
tion write Washington Informa-
tion: National Health Insurance,
399 Howard Blvd., Mt. Arlington,
N.J. 07856.

• McDonnell Aircraft Co. has re-

cently begun a document recla-
mation service for firms whose

business records have been acci-
dently soaked by defective sprin-

kler systems, flodds, broken
water mains, sewers, fire sup-
pression efforts, etc. For a copy
of the brochure explaining this
service write Charles F. Bealke
Jr., McDonnel Aircraft Co., Box
516, St. Louis, Mo. 63166.

• A technical bulletin illustrated

by photographs and engineering
drawings describes the new UL
listed Grinnel Duraspeed Clean-
ing sprinkler that is recessed and
enclosed into a ceiling to provide
an attractive, unobtrusive fire
safety system. Included are typi-
cal application, details of its op-
eration and specifications. Write
Grinnell Fire Protection Systems
Co. Inc., 10 Dorrance St, Provi-
dence, R.I. 02903.

• Stewart, Smith has available
their new brochure describing
the improved Public Officials
Program available to public en-
tities, its officials and employes.
Coverage as described in the bro-
chure, provides , protection for
loss resulting from actual or al-
leged wrongful acts committed
by the insured. For a free copy
write Stewart, Smith Mid Ameri-
ca Inc., 141 W. Jackson Blvd.,
Chicago, Il. 60604.

• Human Resource Information

Systems is a report by Towers,
Perrin, Forster & Crosby on
HRIS, a computer-based system
for collecting, storing, maintain-
ing, and retrieving information
pertaining to an organization's
human resources. In particular,
HRIS can be used in developing
pension, incentive and employe
benefit plans, employe benefit
statements, governmental reports
and actuarial evaluations. For a

free copy write Miriam Goldfine,
Towers, Perrin, Forster & Cros-
by, Three Penn Center, Philadel-
phia, Pa. 19102.

• Self-Funding Through the

Universal Health Care System is
an eight-page brochure describ-
ing the self-funding concept and
the "health card." For a free copy
write William Alcott, Universal
Health Care Inc., 2281 Mack
Ave., St. Clair Shores, Mi. 48080.

•The Property Loss Research
Bureau has made available its

latest audio training kit. The
seven-minute cassette tape pres-
entation, with an instructor's
guide, uses a dramatic situation
to illustrate the need for main-

taining control in a property loss
adjustment. For more informa-
tion write the training and com-

munications department, Property
Loss Research Bureau, 20 N.
Wacker Dr., Chicago, Il. 60606.

• Royal-Globe Insurance Cos.
have issued Insure to Value, a

brochure describing the dangers
of not insuring business property
to current value. Included in the
brochure are graphs showing
percentage comparisons of in-
creases in the cost of construction

of ordinary masonary buildings,
frame buildings, protected steel
frame buidings and increases in
cost of equipment. For a free
copy write Joseph Venturelli,
Corporate Communications De-
partment, Royal-Globe Insurance
Cos., 150 Williams St., New York,
N.Y. 10038.

• Dependent Life is a brochure
published by Teledyne Life In-
surance Co. which explains how
employes can participate in this
prograrn on an employe-pay-all
voluntary basis via payroll de-
duction, paying $3.50 monthly for
$10,000 decreasing term insurance
for a spouse with $2,000 level term
on eligible children, with a no-cost
conversion plan if the employe
leaves the job. For a copy write
Arthur Severe, Teledyne Life In-
surance Co., 1901 Ave. of the Stars,
Los Angeles, Ca. 90067.

• Zurich Instant Price (ZIP)
System describes Zurich-Ameri-

can's new highly automated sys-
tem of computer-calculated
quotations for top security multi-
peril package policies. This sys-
tem can provide on-the-spot quo-
tations in the agent's or client's
office expediting rating, quoting,
policy typing and overall policy
insurance. For a free copy of this
brochure write Zurich-American

Insurance Cos., Wayne L. Perk,
Communications Department, 111
W. Jackson Blvd., Chicago, Il.
60604.

• An eight-page brochure on the
Kidde & Co. Hanlon 1301 fire ex-

tinguishing system is available
for those interested in tape stor-
age room and EDP equipment
protection. For a free copy of
Hanlon 1301 write Advertising
Manager, Walter Kidde & Co.
Inc,. 675 Main St., Belleville, N.J.
07109.

® The booklet Puzzling Out Bene-
fits in Europe outlines facts which
should be vital to the management
of every company, large or small,
with operations in Europe. It
should be of greatest interest to
those concerned with international

operations: financial officers and
others responsible for personnel,
employe benefits, compensation
and remuneration in general. For a
free copy write Insurope Secre-

tariat, 45 Blvd. Bischoffsheim,
1000 Brussels, Belgium.

• Marsh & McLennan has made

available a booklet titled Em-

ploye Benefits in Portugal-the
Changing Scene. It describes and
analyzes the present employe
benefit situation based on the re-

sults of a survey of over sixty
companies. For a free copy write
William Welsford, Marsh &

MeLennan, International Benefit
Services, 7 King St., East, Toron-
to, M5C lAC, Canada.

• Risk and Insurance is a college
level text which contains special
chapters on risk management, in-
ternational insurance, insurance
law, interpretation of insurers fi-
nancial statements, selection of

insurers, etc. This 768-page book
is available for $10.50 by writing
M. R. Greene, c/o College of Busi-
ness Administration, University of

Georgia, Athens, Ga. 30601.

• The Overseas Private Invest-

ment Corp. has published a
booklet on Yugoslavia and the
opportunities it offers for new
market development. Titled A
Profile of Yugoslavia for U.S. In-
vestors, the brochure sketches

the nation's history, political or-
ganization, social structure and
geographical makeup. Subjects



covered in the brochure include
Yugoslav investment laws, trans-
fer of profits, repatriation of in-
vestment and various management
responsibilities and functions. For
a copy write OPIC, 1129 20th St.
N.W., Washington, D.C. 20527.

• No Time For Bugs is a booklet
containing humorous case histo-
ries illustrating the right.and
wrong ways to handle medical
situations. It was originally pub-
lished by Time Insurance Co. for
its own policyholders, but is now
widely available. Its objective is
to show readers how they can
hold down medical expenses and
inconveniences, particularly where
hospitalization is required. For a
copy write Communications De-
partment, Time Insurance Co., 515
W. Wells St., Milwaukee Wi. 53203.

• There's Money for You in IRM
Commercial Inland Marine Lines
describes how agents have

earned big commissions on IRM
Commercial Inland Marine sales.
It explains sales opportunities in
various types of inland marine
coverages. For a free copy write
William Scholz, Improved Risk
Mutuals, 15 N. Broadway, White
Plains, N.Y. 10601.

. Self Insurance and Captive
Subsidiary Concepts, a book by
Robert J. McRell, covers the
general progression of insurance
from the fully-insured programs
to the self-insurance concept and
the final step, the captive insur-
ance company theory. The price
of the book is $7.95 and is avail-
able from Self Retention Program-
mers Inc., 108 E. George St., Mil-
ford, Pa. 18337.

• Fire Protection Co. has come
out with a 28-page illustrated
brochure entitled Halon Vapor
and its 10-Second War Against
Fire. It reviews in depth the
Halon qualities in automatic fire
protection. The brochure is in
formative and profusely illus
trated. For a free copy write R. C
Elder, Norris Industries, Fire &
Safety Equipment Division, P.0
Box 2750, Newark, N. J. 07114.

. 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 Occupational Safety &
Health Act, Where It's At and
Where ICs Headed, has been
published by The Research Insti
tute of America Inc. The study
is designed to provide the smaller
businessman with all the infor
mation he needs to comply with
OSHA requirements. An index of
all sources of information and a
full table of contents is provided.
The report is available at $7.50 a
copy and can be obtained by
writing Dept. 111, Research Insti
tute of America, Mount Kisco,
N.Y. 10549.

• The Atlantic Cos. have pro

duced a companion booklet to a
previous publication, Meeting

Occupational Safety & Health
Act Regulations. The new book-
let, entitled Meeting Occupation-
al Safety & Health-Revised

Record Keeping Requirements,
covers accident, illness and other
records that OSHA requires an
employer to keep. A summary
and updated corrected copy of

the OSHA record-keeping law
and actual examples of com-
pleted required records are parts
of this free booklet. For a copy
contact J. Robert Adams, Secre-
tary Engineering, The Atlantic
Cos., Atlantic Bldg., 45 Wall St.,
New York, N.Y. 10005.

• For a brief description of com-
mercial credit insurance and its
applications to commercial com-
panies, read Play It Safe With
ACI. published by American
Credit Indemnity Co. For a free
copy write Menza Wright, Amer-
ican Credit Indemnity Co., 300 St
Paul Place, Baltimore, Md. 21202.

• Alexander & Alexander offers
a 10-page brochure outlining the
professional capabilities and

client services of its consulting
actuarial division. For a copy
write R. Scott Taylor, Alexander
& Alexander Inc. 1185 Avenue of
the Americas, New York, N.Y
10036.

business insurance, September 2, 1974/11

Attention! Consultants · Administrators · Agents · Brokers

STOP LOSS PROTECTION
for

CORPORATIONS AND TRUSTEED HEALTH & WELFARE FUNDS
THAT HAVE OR ARE CONSIDERING A

SELF INSURED GROUP HEALTH PLAN

AGGREGATE AND SPECIFIC EXCESS COVERAGE AVAILABLE FOR QUALIFIED
GROUPS WITH AS FEW AS 150 EMPLOYEES

CONTACT

WEL

STEVEN P. STUCKY, C.L.U.
GROUP VICE PRESIDENT
THE LAFAYETTE LIFE INSURANCE COMPANY
LAFAYETTE, IN. 47902 (317) 474-3416

L*NIT
INSURANCE

In the world of man-made fibers,
Celanese is one of the world's largest
and most diversified producers.
Fortrel® polyester, Amel® triacetate,
and Celanese nylon are all engineered
to make contemporary living easier.
Celanese also makes a wide range of
chemicals, plastics and coatings.

Celanese involvement with today's
life style calls for insurance protection
every bit as modern well-knit insur-
ance from The Home. Through its
local representatives, ARM Interna-
tional, Inc., Home covers Celanese
with a protective mantle in areas such
as workmen's compensation, compre-
hensive general liability and auto-
mobile insurance.

Your business insurance needs
may be simple or complex, concen-
trated or worldwide. In any case,
Home has the coverage to comple-
ment your corporate style. Contact
your broker or look for your Home
agent in the Yellow Pages.

Insurance
Companies
A CITY INVESTING COMPANY GROUP
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LA explosion damage may run to
$8 million; trucker is insured

LOS ANGELES-Insurance

sources estimate damage from

the August 17th explosion that
leveled part of a block of com-
mercial buildings in an old in-
dustrial section of downtown Los

Angeles will range between $6.5
million and $8 million.

"Virtually all of the damage is
covered by standard fire policies,"
said Richard G. Laird, branch man-
ager, General Adjustment Bureau,
an office which is representing
about $2 million of the estimated
loss.

Mr. Laird told Business Insur-

ance he believes there will be no

problem either for the businesses
damaged by the blast or for the
underwriters that originated poli-
cies protecting the structures.

The reason, he explained, is
that most of the businesses af-

fected by the explosion held fire
insurance and business interrup-
tion coverage with more than a
single underwriter.

"AS A RESULT, I do not think

that any carrier will be hit for more
than $1 million," estimated Mr.
Laird, pointing out his office is
dealing with 15 to 20 companies
with offices in the devastated

area. They hold standard fire
policies with such underwriters
as Hartford Fire Insurance Co.,
Fireman's Fund American, Pacif-
ic Indemnity and U.S. Fidelity &
Guaranty.

A trailer loaded with several

thousand pounds of benzoyl per-

oxide, a chemical sensitive to
heat and said to self-ignite at 176

degrees, is thought to have been
the probable cause of the blast.

It was parked for a day and a
half in the warehouse area of the

Interamerican Star Trucking and
Warehouse Corp., the owner of
the truck. Authorities theorize

that prolonged exposure to the

sun may have triggered a power-
ful chemical reaction. However,
a fire department official noted
that the chemicals can react ad-

versely to a variety of factors and
substances other than the sun.

Sources at the trucking/ware-
house firm said the company has
"adequate insurance protection"
against property losses suffered
in the explosion, and against any

k.4 -

Autos smashed into twisted debris by ar explosion in LA.

potential liability claims which

may aris 3. However, the comps -
ny is net acknowledging any li E-
bility for the explosion and

The
Commercial Umbrella.

' 13111.*

You wouidn't want to be caught without it.
The sky's the limit, at least as far as liability judgments in civil suits
areconcerned.

That's why a commercial liability umbrella makes so much
sense. It broadens the coverage and increases the limits of ycur
liability policies many times over.

See for yourself. The chart below compares a Chubb umbrella
point-by-point with a standard liability policy that's probably sim-
ilar to the one under which you're now covered. This chart is
merely an example; your umbrella policy will be individually tailored
to meet the requirements of each specific situation.

Auto E. 1. Per Person

Auto 8.1. Per Occurrence

Auto P. D. Per Occurrence

General Liability 8.1. Per Occurrence

Aggregate Products 8.1.

General Liability P. D. Per Occurrence

General Liability P.D. Aggregate ,

J Personal Injury (e.g. Libel, Slander, etc.)

1 Blanket Contractual B. I.

 Blanket Contractual P, D.

AL- Advertising Liability

Care, Custody & Control

Aircraft (Non·owned)

Watercraft (Non-owned)

Malpractice (Incidental Medical)

Worldwide

(THOUSANDS)

10 25 50 75 100 300 500 1000 3000 5000 5010 5050 5100 5300

C===3 EXISTING COVERAGE C======J SELF INSURED A UMaRELLA

Chubb Commercial Liability Umbrella. You never know when you'll
need it.

C Y CHUBB/PACIFIC INDEMNITY GROUP
4 of Insurance Companies
k -•dd 100 William St.. New York, N.Y. 10038 · 3200 Wilshire Blvd.,Los Angeles. Calif. 90010

Wide World

resulting fire, nor is anyone at
the firm making any comment
about the cause of the blast or

total damage suffered as a result.

ONLY FOUR persons were in-
jured in the explosion and result-
kg fire which occurred in the
evening. Of these, only one was
seriously hurt.

Still the blast was forceful

enough to have been mistaken by
s:,me observers for an atomic
b•)mb and by others for a serious
earthquake.

Claims by the alphabet bomb-
er, now thought to be identified
and j ailed, that he had a role in
the explosion have been dis-
counted by the police. The bomb-
er has admitted planting the
explosives that killed three peo-
ple and injured more than 30 at
Lc,s Angeles International Air-
port August 6 (Business Insur-
cnce, August 19). •

New pension
laws likely
to emerge
in 1975

CHICAGO-"Congress is not
likely to close the matter of pension
reform in 1974," says Hewitt As-
Bcc., employe benefit consultants.

Thomas H. Paine, managing
partner of the firm, looks for fu-
tre legislative action on three
pension fronts:
• mandatory immediate vesting;
• control of investments;
• reductions in maximum bene-

lits and contributions to qualified
plans.

THE FIRST of these areas Mr.
.Paine sees as "an extension of the

theme which says that the money
in a company's pension fund is, in
e'feet, the property of those cov-
ered by the plan."

As part of the trend toward
immediate vesting and portability,
Mr. Paine believes "we should an-

:icipate requirements that benefits
must be vested in the event of death
as well as termination." •

N.C. agency merges
James J. Harris & Co., the largest

insurance agency in Charlotte,
N,C. with 45 employes, announced
that an agreement in principle was
reached to merge with Marsh &
McLennan Inc. As a subsidiary of
.Marsh & McLennan, James J.
Harris & Co. will continue to op-
erate under present management.
The transaction will involve an ex-

change of an undisclosed number
of shares of common stock of

Marlennan Corp., Marsh & Mc-
Lennan's parent corporation. The
agreement is subj ect to the approv-

al of both companies' boards of di-
rectors.



Compromise bill directs OPIC to
end direct writing by early 1980' s

WASHINGTON-The Overseas

Private Investment Corp (OPIC)
Will end its direct insurance

writing activity by the early
1980's and then confine its new

business activities to reinsurance,
according to a compromise bill
approved by Senate and House
conferees this month.

The bill will extend OPIC's op-
erating authority until the end of
1977. It's current authority ends
this year.

OPIC is the government agen-
cy which provides insurance
against expropriation, inconverti-
bility, and war risks to encourage
U.S. firms to invest in developing
countries.

The compromise bill also elim-
inates a controversial Senate pro-
vision that would have placed po-
tentially damaging limitations and
restrictions on OPIC's reinsurance

activity.

AS APPROVED in the Senate,

the bill would have required any
insurer seeking reinsurance from

OPIC to accept an annual de-
ductible equal to 50 % of the
amount of the insurer's highest
exposure.

For example, if a private in-
surer purchased reinsurance with
a face value of $50 million in
three separate countries and for
$100 million in a fourth country,
the deductible under the Senate

formula would have been $50
million.

The conferees instead adopted
more flexible House language

that will require OPIC to negoti-
ate to increase "to the maximum

extent possible" the deductible to
be borne by the direct insurance

UAW wins

benefits for

forced leaves
DETROIT-Pregnant workers

forced to take maternity leaves
are entitled to unemployment

compensation benefits, a federal
judge ruled after a class action
suit was filed here by the United
Auto Workers. .

The judge declared the prac-
tice of denying benefits under the
Michigan Employment Security
Act "unlawful" if women are

forced out of work solely because
of mandatory maternity leave

contracts and policies.
The judge ordered the Michi-

gan Employment Security Com-
mission to reopen the claims of
all employes who were denied job-
less benefits since April 5, 1972
solely because of maternity leave
policies.

Those who were denied bene-

fits between June 30, 1965 and
April 5, 1972 still have the right

to press claims, the judge empha-
sized. "

Buy benefits agency
The Elliott Insurance Agency

Inc. of Kansas City, Mo. was re-

cently acquired by Financial
Guardian Insurance Agency Inc.,
also headquartered in Kansas

City. The Elliott agency, market-
ers of employe benefit programs,

pension and profit sharing plans,
will be used to expand the pen-
sion and profit sharing operations
of Financial Guardian. William

F. Dwyer, a principal and associ-

ate of the Elliot agency, will di-
rect the mass marketing depart-
ment of employe benefits for Fi-
nancial Guardian.

writer.

OPIC officials had feared that

the Senate language would upset
ongoing negotiations designed to
get private insurers to assume
more of OPIC's existing risks
with OPIC in turn becoming the
reinsurer for those risks.

CONGRESS IS expected to
agree that OPIC will write no
new direct expropriation or in-
convertibility policies after Dec.
31, 1979, and no new direct war

risk policies after Dec. 31, 1980.
A suggested but not mandato-

ry, series of phase-out guidelines
is included in the bill for grad-
ually reducing OPIC's direct in-
surance writing role between now
and the final phase out date.

1

Beginning Jan. 1, 1975, OPIC is
t6 ·attempt to get 25% private
participation in all new expro-
priation and inconvertibility di-
ret coverage. That figure moves
up to 50 % for new contracts
signed after Jan. 1, 1978.

For war risks, the first target is
12.5 % private participation after
Jan. 1, 1976, and then up to 40%
after Jan. 1, 1979.

OPIC is to report to Congress
its reasons if it is unable to meet

these guidelines. The legislators
will be able to survey the prog-
ress made before voting to ex-
tend OPIC's operating authority
for another period of time.

OPIC will be allowed to write

up to $600 million a year in rein-
surance over its new three year

Our Industrial Hygiene Laboratory ...
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operating period, according to the
bill.

The ceiling of $7.5 billion for
direct insurance commitments re-

mains in tact under the compro-
mise bill.

THE DEBATE over OPIC was

especially sharp this year with
critics such as Sen. Frank Church

(D-Id.) and Sen. Mike Mansfield

(D-Mt.) noting that OPIC's big-
gest customers were Fortune 500

type corporations and calling the
government insurance program
"socialism for the rich."

Partially as a result of that, the

new legislation directs OPIC to
give preferential treatment to in-
vestment proposals of businesses
with $2.5 million in net worth or
$7.5 million in total assets, more

definite language than in the ex-
isting law.

OPIC officials and spokesmen
for critics such as Sen. Church

have indicated satisfaction with

the compromise bill. •

1

Several years ago, R. R. Donnelley & Sons wanted to
develop a program of on-going evaluations of their
workplace conditions.

OPIC to consult with

Congress re Indochina
WASHINGTON - Senate

and House conferees stopped

short of giving the Overseas
Private Investment Corp.
authority to insure U.S. in-
v€stment in Indochina in

compromise legislation this
month extending OPIC's life
another three years.

The House foreign affairs
committee had recommended

that OPIC -prudantly" exer-

cise its insurance authority
in that area, but that has
been scrapped in the face of
Senate opposition.

Congress wants OPIC to
consult with it before writ-

ing Indochina insurance and
they want "significant", pri-

vate participation in any
eventual insurance contracts.

,

1

For help, they called upon us, the National Loss
Control Service Corporation (NATLSCO). NATLSCO
specialists conducted training programs for R. R
Donnelley. Air samples collected by their own safety
personnel in plants across the country are being
analyzed in our industrial hygiene laboratory.

That's just one example of NATLSCO's overriding
concern-to tailor services to the specific needs of a
client.

In the field of Environmental Sciences, the lab and
training programs are only part of what we do.
NATLSCO consultants will make complete evaluations
of your workplace environments; we'll seek out and

Helps the R.R. Donnelley & Sons Company

offer solutions for hazards to employees such as:
heat and airborne contaminants, and air and noise

pollution.

And we'll service your operation whether one plant

or a hundred with NATLSCO's top staff of profes-
sional engineers and consultants, industrial hygienists
and a national network of loss control representatives.

You owe it to yourself and your company to look into
NATLSCO's industrial hygiene services and other risk
management services.

Write NATLSCO for a list of clients and a descrip-
tion of our problem-solving capabilities. For advice

you can act on ASK NATLSCO

Long Grove, Illinois 60049

Telephone: (312) 540-2400
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St. Paul seeks increase

for malpractice cover
RALEIGH, N.C.-St. Paul Fire

and Marine Insurance Co. is re-

questing approval of a rate in-
crease-averaging 82%-for
medical malpractice insurance in
North Carolina.

Current rates for doctors' pro-

fessional liability insurance are
inadequate to cover future losses,
St. Paul vp Donald L. Clifford
told insurance commissioner

John R. Ingram at a public hear-

ing.
Increases for basic limits of li-

ability would range from $79 to
$393 depending on the doctor's
risk classification, Mr. Clifford
said.

St. Paul insures about 3,400 of
the 4,360 members in the Medical
Society of North Carolina. Mr.

Clifford reported at the hearing
that North Carolina's doctors

now have the second-lowest St.

Paul rates in the nation for medi-

cal malpractice insurance. St.
Paul's rates are lowest in South

Carolina.

THE LAST RATE increase St.
Paul made in the state came in

January, 1973, when the compa-
ny boosted malpractiee coverage
rates 23%.

Mr. Clifford blamed the need

for a rate increase in inflation,
procedural law in the negligence
area, rising demand for improved
health care, "and the increased
tendency of people to sue for all
types of harms, real or imag-
inary."

For coverage between 1969 and

1973, St. Paul expects to pay out
$121 in claims and expenses for
every $100 of premiums, Mr.
Clifford noted. Predictions of fu-

ture claims costs are not optimis-
tic, and the insurance industry is
suffering a "malpractice crisis."

"It will be ten or more years

before all of the injuries arising
out of this year's business will

mature into actual paid claims,"
he said. "It will be four or five

years before the major number of
injuries occurring this year will

be actually reported as claims
and settled."

Uncertainty over the size and

scope of these future claims is a
big reason why many insurers are
discontinuing their medical mal-
practice insurance, according to
Mi'. Clifford.

"Last year we established a
special department to research
and introduce ways of preventing
malpractice incidents, to help
doctors explain to patients the

7000hourveterm

inherent hazards of medical

treatment and to speed up and

simplify claims settlement proce-
dures in order to reduce the high
cost of legal defense and other
clairns costs.

"It will take some time for

these efforts to succeed. In the

meantime, we simply cannot af-
ford to take on the kind of risk

this business represents without
having a rate adequate to cover

claims and expenses."

DR. WILLIAM HILLIARD, ex-
ecutive director for the Medi-

cal Society of North Carolina,
said he thought some increase in

rates is justified, "but it's up to
the commissioner to decide how

much it should be."

The president of the medical

society appeared at the public
hearing, Dr. Hilliard noted, but
he did not offer an official state-

ment on behalf of the society.
The medical society in North

Carolina is "interested in passing

At seventeen, Emily Howell

was sti// an aspiring stewardess who had yet to take her first aim/ane ride. So she bought a
round trip ticket from Denver to Durango to see what flying was like. O "On the return f/ight,
/ was the on/y passenger and they /et me ride up front for awhi/e. That's when / fe// in /ove with
flying. I knew right then I wanted to be a pilot." 0 Within the year, Emily had earned her
private ticket and today she's a 7,000 hour veteran. More significant/y, she's the first ga/ ever
hired by a schedu/ed U. S. air/ine as a f/ight crew member. U When she's not f/ying for Frontier,
she /ikes to f/y her own Cessna 182 for fun. She insures it with USA/G. 0 Why USA/G? "/t just
seemed natural, "she says. "/ knewthey were real pros because a /ot of my friends insured with
them. When my agent recommended USA/G, / fe/t /ike he was recommending an 0/d friend."

USAIG UnITED SmIES RllitillifT InSURIinCE GROUP
NEW YORK - ATLANTA - CHICAGO - DALLAS - LOS ANGELES - SAN FRANCISCO

FRONT/ER

on as much information as is

available to members concerning

malpractice," he said, "or on any
other subject which may be of
interest."

But Dr. Hilliard opined that

"we have much less of a (mal-
practice) problem than rnost

other states." •

Allstate to

pay Florida
$100,000

TALLAHASSEE-Florida in-

surance commissioner Thomas

O'Malley ordered Allstate Insur-
ance Co. to pay the state $100,000
last month for breaking insur-
ance regulations.

In a consent order signed Au-
gust 13, Allstate agreed to pay
the "administrative penalty" with-
out officially admitting that it vi-
olated any laws.

"The penalty to be paid by All-
state is the largest ever assessed
against an insurance company in
Florida," Mr. O'Malley said. "The
order requires that the company
comply with the provisions of the
insurance laws and rules and

regulations of the insurance de-
partment."

The insurance department
charged earlier this year that
Allstate allegedly failed to prop-
erly apply a 15 % compact car
discount, failed to follow rules
and rates on employers' group
auto coverage, improperly classi-
fied commercial vehicles, misap-
plied excess limits factors on
liability insurance, and used an
unlicensed claims adjuster, among
other alleged violations.

AN ALLSTATE spokesman
said "we believe that Commis-

sioner O'Malley's order speaks
for itself. It constitutes a compro-
mise of sharply disputed issues. It
does not constitute any admission
of violation of law or of impro-
priety on the part of Allstate
Insurance Co. It avoids the time

and expense of protracted litiga-
tion. Further, it enables us to de-
vote our full attention to serving
our policyholders and selling in-
surance."

The consent order stated that

Allstate would "implement all
necessary procedures to comply
fully at all times with the provi-
sions of the insurance code and

the rules and regulations of the
insurance department.

A review of Allstate's latest

rate increase, which began last
November, is still pending before
Mr. O'Malley

Allstate is the second-largest
automobile insurer in the state of

Florida.

Sav-A-Stop profiles

insurance manager
Sav-A-Stop Inc., based in

Jacksonville, Fl., profiled in its
1973 annual report Richard E.
Sansom, Jr., corporate assistant
treasurer, who joined the firm in
1969 and is responsible for cash,
credit and debt management as
well as insurance management.
The report, devoting four pages
to profiles of key middle manag-
ers in the company, noted that
Mr. Sansom has an MBA from

Wharton, and worked for a lead-
ing bank in Atlanta and as budg-
et manager for a major industrial
company in that city before
joining Sav-A-Stop. Mr. Sansom
was quoted as saying "We've al-
ways believed in maximum man-
agement of a minimum amount
of cash... the-better we manage
our liquid assets the better we
are using all the resources at our
disposal."



Retroactive cover for
alcoholism treatment

SALEM-The Oregon employ-
es benefit board approved retro-
active coverage for the treatment
of alcoholism that apparently
will cover Sen. Bill Holstrom of

Gearhart, Senate majority leader.
Ralph Bolt, manager of the

board which handles group in-
surance for 31,000 state workers,
confirmed that the board voted at

its Jan. 1974 meeting to make
benefits retroactive to July 1,
1973.

The action came after Sen.

Holstrom made an appearance
before the board to seek the ret-
roactive coverage.

The senator entered Raleigh
Hills Alcoholism Treatment Cen-

ter, Portland, shortly after the
1973 Legislature adjourned. Cost
of the program ranges from $1-
300 to $1,700.

THE LAWMAKER earlier had

submitted a bill to Blue Cross for
the treatment but was turned

down, it was disclosed.
Mr. Bolt said the issue of in-

surance coverage for "alcoholism
arrestment" ( as opposed to treat-
ment in emergency cases for both
alcoholism and drug addiction)
first came up at the board's
meeting last November.

The manager recommended
that alcoholism arrestment be

included under the Blue Cross

coverage, but he recommended
against making the program ret-

Commission

bans vinyl
chloride in

aerosol cans
WASHINGTON-The Con-

sumer Product Safety Commis-
sion this month said it will ban

the use of vinyl chloride in aero-
sol household products.

The ban, issued under the au-
thority of the federal hazardous
substances act, will take effect 45
days after publication in the
Federal Register unless sufficient
legal arguments against are sub-
mitted to the commission to voice

a public hearing.
The commission said that, to its

best knowledge, vinyl chloride is
not now being used in newly
manufactured aerosols, but the
substance may be contained in
aerosols which were manufactur-

ed several months ago.

AT THE TIME of the ban, all
manufacturers, distributors, and
retailers will be required to post
lists of specific products which
are covered by the ban, and con-
sumers will be able to return

these products for a refund.
Aerosol products ' believed to

have contained vinyl chloride in-
clude paints and finishes; protec-
tive and decorative coatings,
paint removers, adhesives, and
solvents.

The commission said there is

no evidence directly linking can-
cer to the use of aerosols contain-

ing vinyl chloride, but that
consumers are subject to inhaling
it when aerosols are used.

The commission also pointed
out that although there is no
known safe exposure level, the
d6gree and nature of the hazard
presented by the products "is
such that the public health and
safety can be adequately served
only by keeping these products
out of the marketplace." m

roactive "based on my input from
bonsultants and actuarial tables."

The board deferred action but

at the December meeting, Sens.
Keith Burbidge and Norm Howard
appeared before the board asking
that cure programs be covered
and the program made retroac-
tive.

Mr. Bolt disputed reports that
the alcoholism treatment would

add some 18.2% to the premiums
paid by state employes.

He also said that in other Blue

Cross contracts, treatment for
alcoholism and drug addiction is
"covered administratively. It's not
written into the contract, but
Blue Cross will pay it in many
instances." State workers began
paying a 12¢-a-month increase in

insurance premiums, twice as
high as it would be if the board
had not make the coverage retro-
active.

Board members are state ad-

ministrators affected by the
budget decisions of the ways and
means committee. Sens. Holstrom

and Burbidge are members of
that committee and Sen. Holstrom

is a co-chairman.

"I THINK it was the implied

pressure of who the parties were
making the request that had the
most impact," said Don Olds, in-
surance manager of the Oregon
State Employes' Assn.

The alcoholism coverage costs
an extra 6¢ a month. Because the
coverage was rnade one year ret-
roactive, the 31,000 state employ-
es will pay that 12¢-a-month hike
for the present fiscal year.

Mr. Bolt said maximum cost of

the coverage is $22,000 in a $10,-
000,000 health insurance contract ·
for state employes. •
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Wife of shooting victim
gets work comp benefit

NEW YORK-Liberty Mutual
Insurance Co. was ordered by the
state workmen's compensation
board to pay death benefits

amounting to $346 a month to the
family of an air freight company
salesman who was shot to death

by a gunman late last year.
When Calman Goldberg, an

employe of Shulman Inc., was
killed last year, his wife filed for
workmen's compensation bene-
fits. Unsure whether this „s

compensable or not, Liberty Mu-
tual submitted the filing to the
board for its decision.

A spokesman for the insurance
company said that "our investi-
gation of the facts in the Gold-
berg case indicated that his death
resulted from his chase of a

gunman on a public street. In our
opinion, this was not a hazard of
his employment as a salesman for

an air freight company."
However, Liberty Mutual agreed

to make payments after the ref-
eree, Mary Egan, declared, "I find
that the accident arose in and out

of the course of employment."

UNDER THE ruling, death ben-
efits will be paid to the wife and
two sons of the deceased sales-

man until the boys reach age 18.
At that time payments will be
somewhat lower.

"We are making payment of
death benefits as soon as the for-

mal notice of the award is re-

ceived," a statement issued by
Liberty Mutual noted. •

For risk management that
pays off at the bottom line,
try the James equation.
This equation shows how
James works to make risk

management programs

steadily more effective. For
thousands of growing corpo-
rateclients. Aroundthecoun-

try and around the world.
Minimizingthesumof:

Self-insured losses

+
Premiums for your insurance

+
Loss control expenses you
absorb

Risk managementadminis-
trative expenses

Effective Risk Management

Let's take the equation apart
and see what it holds for your
organization.There are three
divisions inthe management
of risk. Eliminate gr reduce ii.
(Loss control expenses).
Transfer ji (Premiums for in-
surance). Assume all QI part
A it (Self-insured losses).

James professionals can
help you identify the shape
and scope of your risk. And
suggest which choices, in
what combination, are likely

James

tominimizeyourtotal risk
managemert cost.

There is no pat answer, no
canned solution. Each situa-

tion is different, and we ana-

Iyze itassuci. We mightadvise
one company to assume more
riskandtransfer less.This

might raise the cost of self-
insured losses while cutting
insurance premiums more. In

another case, our technical

services may be used to lower
the incidenceof accidents.

This could raise loss control

costs but more sharply reduce

self-insured losses. The qriv-
ing idea of this balanced ap-
proach is to progressively
minimize total risk manage-
ment cost. Which is another

way of saying effective risk
management.

For more information on

how effective risk manage-
ment can helo your organiza-
tion atthe bottom line, write

Thomas J. Ryan, President,
Fred. S. James&Co., Inc.

230 West Moiroe 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
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editorial opinions

TRW experiment
7 HE FLEXIBLE approach to employe benefits is getting
1 what may be its first large-scale tryout under a program

begun last month by the West Coast systems group of TRW
Inc. Some 11,000 of TRW's employes are involved.

Under the program, being underwritten by Aetna Life &
Casualty through broker Fred. S. James, employes in TRW's
systems division will now have 10 life insurance plans to
choose among, 18 options on a new, separate accidental death
and disability plan, and three choices for hospital/medical
coverage.

To be certain, the flexible approach to benefits planning is
not really new, though there are few instances where it has
truly lived up to its name. The so-called cafeteria approach to
benefits has been discussed from seminar platforms for years.
Plans have been started and have fizzled. Others have been

misused by employers and employes alike. Consider those,
for example, that have been started by well-intentioned em-
ployers who have put X dollars on the table for employe ben-
efits per employe and then let the employe pick and
choose-in some cases, even, allowing the employe to pick up
the cash instead of the more traditional forms of benefits.

Many an employe, and employer, have learned such an ap-
proach just doesn't work.

It seems to us that TRW has studied well these past fail-
ures in planning its own experiment with the flexible ap-
proach to benefits.

"Frankly," says Tom Graham, financial director of TRW's
West Coast divisions (Business Insurance, Aug. 19), "we do
not think of flexibility in itself as a fringe benefit." Rather,
he says, it's an attempt to create a more exact fit between an
employe's needs and the benefits he receives.

Employes at TRW who opt for the least costly plan in each
of the three major areas of coverage cannot request a cash
credit; any sum saved in one area must be applied to another
or not applied at all.

This seems a sensible approach to the oft-discussed subject

of flexible employe benefits. The experience at TRW should
be important for all benefits managers who have considered
the approach, and we hope the company will candidly share
the results when some become available.

Rail retirement
A cOMPLEX PIECE of legislation under study by the

11 House interstate and foreign commerce committee is
designed to save the Railroad Retirement System from finan-
cial collapse predicted for the early 1980's.

But the legislation, it seems, fails to answer one important
question: Why reform railroad retirement at all? Why not
get rid of it?

The bill would have the Social Security system assume a
$4 billion debt that finances "dual benefits," the financial

cross that rail officials say has driven the retirement fund to-

the brink of bankruptcy.

Rail workers are the only employes in the private sector

who have been able to qualify for, in substance, two Social
Security benefits-one as a component of their railroad re-
tirement benefit, the other under the Social Security Act as a
result of employment in another industry.

Presently, this "windfall" is enjoyed by about 40% of
the railroad work force. It's draining the railroad retirement
system of 9% of their annual payroll ($300 million last
year), and the Social Security system is now being asked to
pump the stomach for the overindulgence of railroads and
unions in years past.

Considering the shape the Social Security system is itself
in-r, rather, not in (Business Insurance, Aug. 19) -the
railroads and unions, in ordinary times, should be told to look

elsewhere. But these are extraordinary times, and there

should be no question about it.

Trustee liability
THE EMPLOYE Retirement Income Security Act of 1974,
1 which at this writing is awaiting the signature of Presi-

dent Ford, has some rather broad ramifications for the na-

tion's business and industry. It also has some ramifications for

risk and insurance managers-even for those without employe

benefits responsibilities. -
Insurance managers have for years been purchasing fidel-

ity coverage for those responsible for handling their compa-

nies' pension hind assets, of course, but this has been a rou-
tine procedure and the markets for this type of coverage have

long "settled down."
Now comes the pension reform measure which sets new

federal fiduciary standards for pension fund trustees. The

bill specifically states, too, that there can be no exculpatory
clauses removing pension trustees from liability for mis-
management of fund assets.

As our Washington correspondent reported in the last issue
of this magazine, these provisions are likely to "turn upside
down a somewhat-sleepy market for trustee liability insur-
ance."

Several underwriters, including the London market, have
made trustee protective liability insurance available in re-
cent years and the need-or shall we say, desirability-f the
coverage becomes much more apparent because of the action
in Washington.

Most of the present activity from underwriters, how-

ever, has been among jointly-administered pension plans

which, until now at least, has been far more vulnerable to

trustee liability. The Employe Retirement Income Security

Act extends this vulnerability to single-employer plans, or

the private pension system.

Undoubtedly, new underwriters will scramble for some of
this business in moves that could become reminiscent of the

history of directors and officers liability insurance.

We hope these markets will react responsibly.
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Spell my name right'
To the Editor: There is no

doubt that a publication such as
Business Insurance can fulfill a

very valuable function in the
business insurance world. How-

ever, I believe that accuracy is a

very important part of fulfilling
this need, if it is to be of value to
the insurance and to the business

community. I realize that in this

day and age, accuracy is the least
important objective of the news
media generally, but one would
expect that a publication in a
field such as yours would strive
to be above the average.

Recently, one of your reporters
phoned to, apparently, confirm a
news release made by our public
relations department. I refused to
comment, because I have been
informed by insurance manager
after insurance manager after in-
surance manager, and risk man-
ager after risk manager after risk
manager, that at least 40 % of
news articles appearing in Busi-
ness Insurance are inaccurate,
and many times contain false in-

formation. The party on the tele-
phone seemed quite surprised.

You may note on page 34 of
your Aug. 5, 1974 issue, that, in
keeping with this reputation, my
name was spelled incorrectly.
This error is being brought to
your attention with the hope that
accuracy will become more im-

portant.

M. D. Furman

Corporate risk manager, A-T-0
Inc., Willoughby, Oh.

Editor's note: We've looked into

Mr. Furman's complaint and, ac-
tuaUy, our reporter was right. It
was a typesetter and a proofread-
er who botched his name. It came

out Men instead of Mel.
We apologize for the error and

will make even/ effort in the fu_
ture to see that such typographical
mistakes do 11Ot recur.

Not no-fault

To the Editor: In your August
5th issue you have an article enti-
tled "One-half of population has
no-fault". This was based on in-

formation released by the Ameri-
can Mutual Insurance Alliance.

If a valid definition of "no-

fault law" is used, this is patently
untrue.

For instance, Texas is listed
as having "no-fault" legislation
"without restrictions on the right

Continued on page 20
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We eliminated
106 insurance policies

for a multinational
And that was just on their third
party liability coverages!

At American International
Underwriters we also cut out four-
teen workmen's compensation
policies for them.

And proved to them that,
throughout every aspect of their
international insurance program,
they could enjoy better protection
at less cost-and have fewer admin-
istrative headaches, too.

By coming to a single insurance
source big enough and experienced
enough to cope with all their over-
seas casualty insurance coverages
now being handled by dozens of dif-
ferent companies in dozens of
different countries.

The single source:
American International

Underwriters.

AIU is in more foreign countries
and territories than any other U.S.
insurance organization-over 135.
And, right now, it's handling more

company.
overseas casualty insurance for U.S.
corporations than anyone else.
Backed by a worldwide claims staff
that's unmatched in numbers and
unequalled in service. Our loss pre-
vention engineers are stationed all
over the world, where you need them.

AIU can issue a master policy
in English in the U.S., and back it
up with individual policies issued in
the language of the specific countries
in which you operate.

We'll also collect premiums in
the currency of those countries, if
you wish. That way, your foreign
subsidiaries can take tax deductions
on the premiums.

And one thing more:
At AIU, we think internation-

Can you eliminate L ,.
37 for .a f

f

ally. Which means that a serious
loss sustained in one country can be
offset by your overall claims experi-
ence elsewhere-so, your protection
and your premium rate are not
jeopardized.

No wonder more and more
multinational companies are turning
to AIU. In the case of the company
we mentioned earlier, they switched
from 28 different companies-to us.

If you're getting a little tired of
crowds, why not mail our coupon
today. We have some valuable
information for you.

American International *894
Underwriters Corporation Wl'Y
Dept. BIDS)4.1()2 Maiden Lane, New York. N. Y. 1()005

Please send me information about your
overseas insurance capabilities.
Name

(please prirt)

Compar.y

Tirlp

Arirlres<

City State 7,ip

 AAmMeeranlernationlfGroup

We welcome inquiries from any licenseel agent or broker. You don'r have to be a regular producer to place business with AIU.
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Auto insurer reverses its
stand on no-fault law

WASHINGTON-State Farm

Insurance Co., the country's larg-
est automobile insurer, advocated
passage of federal no-fault insur-
ance legislation before a Congres-
sional committee last month.

Donald P. McHugh, vp and gen-
eral counsel of the State Farm

Mutual Automobile Insurance Co.

of Bloomington, Il., told the House
interstate and foreign commerce
subcommittee that State Farm

would no longer support no-fault
legislation on the state level.

"The states have not and, with-

out the spur of federal minimum
legislation, will not provide the mo-
toring public with meaningful no-
fault reform," he said.

The Nixon administration plan
which promoted state action on

no-fault legislation was unsuccess-
ful, Mr. McHugh noted.

"WE HAVE labored for three
years to turn that hope into a reali-
ty. We are now convinced that that
hope is badly battered, with little
hope of revival-unless Congress
acts to create federal minimum
standards that all states must
meet."

Mr. McHugh asked the commit-
tee to approve the Senate-passed
bill S. 354, which creates minimum
federal standards for no-fault auto

accident coverage.
Without the enactment of a bill

like S.354, "no-fault will prove to
be an idea whose time has come-

and gone-with only a fraction of
its Potential realized for the public

whom all of us here are trying to
serve," Mr. McHugh noted.

The state of the nation's econ-

omy makes no-fault timely, he
added. "No-fault holds immense

promise for all our citizens, espe-
cially in times like the present
when inflation and economic un-

certainty are forcing many con-
sumers to spend more and more
dollars for less and less value. In

one important portion of the con-
sumer's budget, no-fault has the
potential to reverse that trend."

State acceptance of no-fault
has been slow and much of the

legislation in effect now is in-
adequate, Mr. McHugh said. Only
14 states have no-fault laws, and
some of the most populous ones
like California and Illinois have

failed to pass no-fault legislation.
Former Solicitor General Erwin

N. Griswold told the House sub-

committee that no-fault is urgent-
ly needed to improve the automo-
bile insurance system.

"The increase in mobility and

the increased interstate travel on

the nation's highways have led to
higher accident rates, which in
turn have put severe strains on our
inadequate and archaic liability in-
surance system," he said.

"If the matter is left to the

states," Mr. Griswold added, "we
get great diversity, with resulting
uncertainty. This constitutes a seri-

ous burden on interstate commerce,
and Congress, both as a practical
matter in the regulation of inter-
state commerce and as a matter of

constitutional law, may undertake
to provide national standards."

MR. GRISWOLD was retained

by State Farm and the American

Insurance Assn. to study the con-
stitutional questions involved in
federal no-fault legislation. He told
the House subcommittee that Sen-

ate bill S. 354 did not interfere with

issues of constitutionality.
"There is no doubt that Congress

has the constitutional power to de-
termine the matter of liability for

You guarantee
9return? That's

positively smashin!
.
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We have a unique new group -7
pension plan. It's called the
5-year Special Interest Guar- *-
antee Plan and it should be of

special interest to any pension fund
manager whether or not you have "
an account with New England Life.

Here's how it works. It starts with

a minimum of $100,000. For the first
year we'll guarantee the interest on that
investment at 9% per year. Then,
for the next 4 years, we'11 ',l
guarantee it at 8%96 per year. , h

It's hard to find better rates ' i ,
than that.

But we have them.

They're available for group
pension deposits of $500,000 or
more. ,

To find out more, contact our
nearest general agency, regional group
pension office, or write-Arthur J.
Brockelman, Jr., Assistant Vice
President of Pension Marketing at New
England Life, 501 Boylston St.,
Boston, Massachusetts 02117.

Ask about our Special Interest Plans.
They're knockouts.

*61**W+MI

f*

, i

New England Life,of course.
New England Mutual Life Insurance Company. Boston Subsidiary: NEL Equity Services Corporation, mutual funds; Affiliate: Loomis, Sayles & Company. inc.. investment counselors.

automobile accidents on the nation's

highway and to provide for the
regulation of insurance for such
accidents."

The due process clause of the
Constitution's Fifth Amendment

does not bar Congress from mak-
ing changes in liability law, he ex-
plained. The Federal Employers'
Liability Act and the Longshore-
man and Harbor Workers' Com-

pensation Act, for example, have
been upheld by the US Supreme
Court as constitutional. •

letters
Continued from page 18
to sue." If there are no restric-

tions on the right to sue, then the
fault concept has not been changed.

What Texas does have is a law,
sponsored by the state bar of
Texas, which requires that all
companies and agents offer per-
sonal injury protection, an exten-
sion of the old medical payments
coverage, to all policyholders. The
coverage is not compulsory but
may be rejected by any insured. It
is "first party" insurance, but it is
not "no fault" insurance.

All fifty states have "first
party" insurance available as
does all of our population.

A publication of the calibre
of Business Insurance should cer
tainly not be a party to this mis-
labeling of the law.

C. A. Schutze Jr.

C. A. Schutze Agency, Austin,
Tx.

Misleading
To the Editor: In your editorial

opinions entitled "Agents and
brokers: Revelations" you indi-
cate that sonne feel that nnost ac-

quirable firms have been "picked
over", therefore cooling the

acquisition thirst of many of the
nation's brokerage houses.

I think that those who would

advocate that position are mis-
leading themselves in thinking
that those companies that have
not sold are somehow inferior to

those that have sold. It is my ex-
perience, in handling many,

many purchases, sales and merg-
ers of insurance brokerages and

agents, at least in California and
the West, that most of the major
houses that have not sold are far

superior and independent and
more profitable than those who
originally went.

Reviewing the brokers you in-
clude, and the ones that you don't
even mention in California and

the West, that are in excess of $.5
million in commission income per
annum, I think that there are
many with competent young man-
agement, and long histories of
making an awful lot of money, that
have decided to do it their own

way.

For example, the largest pri-
vate brokerage house in Califor-
nia is Kindler & Laucci, and that
firm, through the use of an
employe stock ownership trust,
has distributed ownership to all
its employes and is prospering
now more than ever.

Russell R. Miller

Russell R. Miller & Co. Inc.,
San Francisco, Ca.

Affiliated companies
To the Editor: In the July 22

issue of the magazine, on page 40,
the article on Amalgamated Pro-
gram Corp., you state that the
parent company is Safety Man-
agement but actually Amalga-
mated Programs and Safety Man-
agement are affiliated companies.

Alexander E. Fisher

Amalgamated Programs Corp.,
New, N.Y.
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Excesslsurplus company adds SEC
cover to lawyers' liability policy

CHICAGO-Excess Underwri-

ters Inc. broadened its lawyers'
professional liability insurance
policy to include SEC (Securities
& Exchange Commission) liabil-
ity coverage, in response to moves
by London and several domestic
underwriters to specifically ex-
clude all losses arising out of mal-
practice related to SEC regulations.

The company is also aiming to
expand its overall offerings of
professional liability covers to
the accountants' and real estate

agents' liability fields in the near
future, John Van Cleave, vp of
professional and SEC liability
underwriting, told Business Insur-
ance.

The policy for attorneys was
broadened to include all SEC lia-

"A constziction guy can
shove a mountain

of earth. Build until

he hits the sky.
But to build financial

security, he needs help.
We handle benefit plans
for 115,000

construction people.
We'll make your
benefits and insurance

work for you, too."
James R. Workman, V.P.,
San Francisco office

Johnson

& Higgins
the

construction industry's
benefit planner

bilities, prior acts coverage, claims-
made wording, and unlimited de-
fense costs. The policy also con-
tains wording for coverage of "per-
formance of professional services"

rather than the usual "negligent
act" provision. It provides that
new staff members of law firms

are automatically covered, an un-
usual addition.

EXCESS ITSELF is underwrit-

ing policies up to $1 million, but

has limits of up to $5 million
available in the open market, Mr.
Van Cleave said.

Similarly, Excess Underwriters
will soon be underwriting its
own accountants' and real estate

agents' professional liability in-
surance policies, he added. "We

*1

are targeting about $1 million
premium in the first year in ac-
countants and real estate agents'

liability, and we consider this a
conservative estimate," Mr. Van
Cleave stated.

Despite a plethora of recent ac-
tions and judgments against cer-

tified public accountants, Excess
considers the accountants' liability
market a good growth area. "The
bit CPA firms are getting hit hard
(by suits), but not the smaller fel-
lows," the underwriter said, indi-
eating what risks Excess will seek
Out.

At the present time, Excess is
offering these policies, but they
are marketed to the firm's rein-

surers and are backed up by Ex-
cess. "We will soon be another

7

market for this ourselves," ac-
cording to Mr. Van Cleave.

As Excess has watched the

SEC exclusion come into wide

use, the company saw an opening
for expanded capacity in this
market, Mr. Van Cleave noted,
citing particularly the restric-
tions being placed on insured
parties by London and St. Paul
Fire & Marine, two very large
professional liability underwrit-

ing competitors. "We are includ-
ing it in our form, but we, too,
have a surcharge for it up to as
much as 50 % of the total original
premium depending on what part
of an attorney's or a law firm's
business involves this exposure.
If it is over 10%, we start apply-
ing a surcharge," he explained.

COST OF THE lawyers' policy
varies, of course, by state. The
range is from a low of $60 per at-
torney in a Montana firm, with a
policy covering up to $100,000 on
each claim, up to $502 per attor-

1

1 3

ney in a California firm, with the
same limits. A middle cost would

be, he said, the $195 per attorney
in an Illinois firm.

Excess Underwriters is target-

ing the growth of its total book of
business this year to $20 million
in premiums, Mr. Van Cleave
said. Nearly two-thirds of that

book is now in professional lia-
bility coverages, including direc-
tors' and officers' liability, an
intentional shift in orientation

since 1966 when the firm first en-

tered the errors and omissions in-

surance field when it introduced

coverage for insurance agents'
and brokers' liability. •

Damages cut
in aircraft

crash case
SANTA ANNA, CA.-A $21.7

million damage award brought
against Beech Aircraft Corp. in
1971 was whittled down to $1.8
million in a recent court decision

here.

Beech is fully insured for the
loss, which stems from a 1968
airplane crash in Fullerton, Ca.
that killed four persons.

The reduced settlement was fi-

nally reached when the Califor-
nia suprerne court refused to
review a decision by the Califor-

nia court of appeals. The lower
court upheld Beech's contention
that punitive damages were not
recoverable in litigation brought

by the survivors of persons killed
in the accident.

The suit, known as the Pease-

Evelhoch cases, is a consolidation
of several cases filed after the

crash of a Beecheraft Baron

plane. The combined suit alleged
that a defective fuel system
found in some Barons contrib-

uted to the accident.

A COURT JURY awarded

$21.7 million in a judgment
against Beech in 1971. But a new
trial was ordered by the judge on

the award's punitive damages,
which totalled more than $17
million. And the judge reduced
the plaintiffs' compensatory dam-
ages award to $1.8 million.

The California appeals court
later upheld Beech's argument

that survivors of persons killed in
the crash weren't able to recover

punitive damages. After the state

supreme court refused to review
the appeals court decision in
favor of Beech, a Beech spokes-
man said "the case's outcome

should have significant impact on
the general aviation industry in
that it should reduce both the

amounts claimed by plaintiffs
and awards by juries in Califor-
nia."

FURTHER PROCEEDINGS are

expected to resolve a settlement
combining actual and punitive
damages for the loss of the air-
craft, the Beech spokesman
noted.

The plaintiffs are reportedly
going to seek a retrial of punitive
damages in the Pease-Evelhoch

cases for about $3.4 million.
Mr. Seymour Colman, a vp at

Beech and president of the Ber-
muda insurance captive Travel
Air Insurance Co. Ltd., said
Beech was covered by American
Aviation Underwriters and Lloyd's
when the Pease-Evelhoch cases

were originally brought to court.
Beech had no deductible on its cov-

erage with these insurers.
The Travel Air Insurance Co.

Ltd. currently handles primary
coverage and claims management
for Beech, Mr. Colman said.
There are also "a number of ex-

cess coverage carriers," he

added.
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Don't face your property and liability risks one at a time. Take
them all on with a Kemper package policy. You'll save as much
as 35% compared to standard rates for individual coverages.
Sometimes more.

Combined property and liability insurance-we invent ways to
keep it flexible.With special programs for everything from
apartment buildings to processing plants. From hotels to factories.

And if you've taken extra steps
to make your business /
safe, like sprinklers and
watch service, we're the

i.

outfit that can probably
save you even more.

Now, more than ever, it's
time to call out the troops.

r

.

1 -2
8

.

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

When you're surrounded by perils,
we still hold the fort on costs.
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KempeR InsuRance
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We're with you
for the long ride.
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New publications give fresh insights into hospital,
Reviewed By
SUSAN ALT

"RESPONSIBILITIES OF IN-

SURANCE AGENTS AND

BROKERS." by Bertram Harnett,
justice of the supreme court of
New York state; published by
Matthew Bender & Co., 235 East
45th St. New York, N.Y. 10017.
($42.50).

This extensive and, to our know-
ledge, unique, volume should be of
interest to both insureds (those
among our readers who are clients
of agents and brokers) and to the
agents and brokers themselves. It
provides detailed discussion, with
accompanying legal precedents, of
the duties sellens of insurance have

to insureds, insurers and the
state. But, it also offers remarka-
ble insight into the risk and in-
surance management function of
an agency or brokeragelirm.

Judge Harnett, an insurance
authority of long standing and
special professor at Hofstra Uni-
versity law school, saw a need for
what he terms a "comprehensive
treatise," and filled the breach. As
he told Business Insurance: "A

recurring inquiry is whether the
insurance agent or broker is a
true professional or simply a
salesman. This distinction is im-

portant because it goes to the
kind of legal responsibilities
which apply. The more expertise

professed, the more responsible is
the insurance person for what he
says and does."

AN UP-FRONT, 40-page sec-
tion cites chapter and verse of
the legal liabilities of the broker
to the "insured." The chapter's
focus, quite naturally, is the in-
creasing volume of lawsuits

against brokers and the areas of
potential attack, which Judge
Harnett describes as "quite var-
ied." He lists: failure of the agent
or broker to provide coverage

after agreeing to do so, failure to
notify the insured of policy can-
cellation or the lack of coverage,
the duty to place insurance at the
best terms for the insured, the
duty to place insurance with both
an authorized and solvent insur-

er, the duty to renew or service
policies of insurance, the

responsibilities of professed ex-
pertise, and, finally, the amelior-
ative effect of knowledge in the in-
sured.

The broker, Judge Harnett
points out in one example, is

obliged to "have knowledge as to
the different companies and
terms available" as part of his
duty to place insurance at the

best available terms, an area
which is, from our editorial van-

tage point, increasingly sensitive
and open to argument these days.

THE BOOK'S succeeding chap-
ter, accordingly, probes the broker's
liability to the insurer. The chief
elements of this liability are

"agency in the sense of insurance
company representation, duty
owed carriers by brokers, scope
of authorization whether express

or implied, measurement of dam-
age, and honesty of conduct,"
says Judge Harnett. In the 20-
page chapter he cites "certain re-

curring instances" which best il-
lustrate these points, including:
failure to cancel a policy upon
request of insurer, failure to per-

form properly, giving unauthor-
ized instructions to insureds,
giving unauthorized interpreta-

tions, delay in forwarding under-
writing information, binding im-
prudent risks, negligent failure to
make full disclosure of the nature

of a risk, dishonesty and conspir-
acy, and causal relationship of mis-
conduct to damage.

In a brief but vital section

of the book, Judge Harnett sets
forth facts ,surrounding the "gen-
eral imminence of the malprac-
tice threat", as he calls it, against
agents and brokers. Brokers can
best protect themselves against
broadening professional negli-
gence torts, Judge Harnett rec-
ommends, by "proper and orderly

conduct of their affairs, and
insurance coverage for their er-
rors and omissions."

The author explains: ' There
are no known errors and omis-

sions forms prescribed by statute
in this country. Many policies,
however, do resemble each other
and special situations are often
covered by special endorsement.

Inland marine
also covers this

companyi pipelines,
computers and
valuable papers.

And MOAC
covers them all.

Gas storage tanks, like radio
transmitting towers and motor truck
cargo, are business for a commer-
cial inland marine underwriter.

In fact, almost every commer-
cial account inc|udes exposires that
deserve the underwriting skills of an
inland marine specialist.

The kind of specialist you'll
find at MOAC.

Because at MOAC, inland
marine isn't a sideline. (Last year it
accounted for 27% of our volume.)
Since ifs a maior part of our busi-
ness, we place inland marine ex-
perts in each of our 49 U.S. and
Canadian offices; then give them
local authority to rate and write
almost any risk.

On-the-spot underwriting is
iust part of our story. MOAC also
offers prompt policy delivery. Fast,
fair claims handling. Dependable
service. Plus over 100 years of ex-
perience.

Specialization. Service. They've
made MOAC one of North Ameri-

ca's leading commercial inland
marine underwriters. Let us put
them together for you.

Marine Office-Appleton & Cox
Corp., Eighty Maiden Lane,
NewYork, NewYork 10038.

_ r. r-IF.*

Sometimes there are different

forms, as for instance, for life in-
surance agents. Provision for a

deductible clause is common,
customarily ranging from $250 to
$5,000, with $1,000 perhaps the
most customary... Deductibles
as high as $1,000,000 are known
for large complex operations."

An appendix includes speci-

men errors and omissions policies
of six underwriters, including
Lloyd's. Judge Harnett notes,
however, that the market for this
coverage is becoming increasing-
ly "selective" and that there can
be no guarantee of future availa-
bility.

Judge Harnett explains gen-
erally the methods insurers

1/
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brokerage risk management
use toset premium rates for
these E&0 policies. He notes that
"advisors and consultants for fees

have coverage problems because
their efforts are concentrated in

richer sophisticated areas and
tend to have greater catastrophic
exposure."

He goes on to detail numerous
problems that differ between

agents and brokers; the problems
arising for offices using sub-
agents, sub-brokers or :solicitors;
potential problems for combina-
tions.of insurance and realty or
ancillary sales areas. One appen-
dix includes the principal insur-
ance statutes from the 17 ·major
insurance states.

"The.usual.policy exclusion for

fraudulent conduct by the agent
or broker is perhaps the single
most litigated feature," Judge
Harnett offers.

Judge Harnett provides through-
out this technical reference book-

which is unusual and all the more

important for its readable format
and content-case footnotes for

each legal point of liability, and

each defense against liability.

business insurance, September 2, 1974/25

*PROBLEMS IN HOSPITAL

LAW," published by Aspen Sys-

tems Corp., Health Law Center.
Available from the publisher,

11600 Nebel St., Rockville, Md.
20852 ($15).

Much has happened since the
first edition 6f this publication
appeared a few years ago. Law-
suits against hospitals and their

¥

personnel have mushroomed.

Court decrees have greatly
broadened liability of hospitals
and those working in the. institu-
tions. Regulating agencies, too,
have expanded hospital legal
responsibilities.

What it all adds up to is: There

is a need for the updated version
of this publication, with chapters
added to reflect current trends

and recent decisions.

FOR HEALTH CARE institu-

tions, the ·challenge is.not solely
in responding to events and prob-
lems. At least as much importance
should be placed on anticipating
:risks, exposures, liabilities or po-
tential problems.

This book, written for adminis-
trators and their assistants, as
well as.staff officers and govern-
ing board members of hospitals,

points out the legal rights of pa-
tients, responsibilities and lia-
bilities of hospitals and staff to
patients, of. hospital to staff, staff
to hospital, and hospital to gov-
ernment.

There is a timely discussion of
the conditions under which a

hospital assumes responsibility for
staff actions or failings.

THE BOOK IS technical. More

than anything, it is a legal primer
on health care institutions, corpo-
rations and the liabilities of those

managing the organizations.
In a section of the bobk 'on fi-

nancial management of hospitals
is one chapter which discusses
asset protection, or risk manage-
ment for hospitals. It is, I believe,
all too brief to do the experienced
hospital or institutional risk

manager much good, but it does
give a good once-over view of the
malpractice problem (a growing
hospital woe) and general negli-
gence problems which can be
covered by insurance.

The chapter on asset protection

runs through the basic kinds of
insurance hospitals must have, and
quickly suggests some coverages
the hospital may want to consider,
i.e. against "damages arising from
a lawsuit by a physician who was
denied staff privileges by hospi-
tal committee."

The asset protection section
generally dwells on insurance
coverages, to the exclusion of other
risk management and/or loss con-
trol techniques.

While the publication lacks
risk management details, it offers
a valuable in-depth probe of cur-

rent legal issues embroiling hos-
pitals in endless litigation. •

Travelers

offers E&0

to agents
HARTFORD, CT-Travelers

Insurance Co. is offering its pro-
perty/casualty agents' protection

against acts or omissions of "the
Travelers in the performance of
loss prevention counseling, in-
spections, or similar work,"
according to thefirm.

Provided that the agency has
not caused or contributed to such

liability by its own acts or omis-
sions, the cost of defense and set-
tlement will be absorbed by the

Travelers, senior vp, Edward H.
Budd said.

He added, however, that "it
would be the responsibility of the
agent to notify Travelers of any
claim or suit and to allow the com-

pany to make such investigation,
settlement or defense as the com-

pany deems prudent."
He cited this protection as

being "another step in our en-
deavor to make more visible our

complete ·support.for the inde-
pendent agency system." •



26/business insurance, September 2, 1974

 washington watch
Underwriters get details of federal
plan to-'go private' on political risks

WASHINGTON-The private

insurance industry was asked last
month to underwrite about $3.75
billion in political risk insurance
on overseas American invest-

ments by the end of next year.
That was the ambitious project

laid before insurers by the Over-
seas Private Investment Corp.
(OPIC) as part of that govern-
ment agency's proposal for a new
insurance pool, tentatively named
the Overseas Investnent Insurance

Assn.

The $3.75 billion represents
50% of OPIC's existing, portfolio
in the inconvertibility and expro-
priation areas plus 50 % of the
new business in these areas ex-

pected during 1975.

OPIC HAS A $3.2 billion in-
convertibility portfolio, with an-
other S350 million expected next
year, and a $3.5 billion expropria-
tion portfolio, with $430 billion in

new coverage expected in 1975.
To begin with, however, OPIC

would reinsure the lion's share of

the vast exposure it seeks to hand
over to the private insurers.

The initial annual loss limits

for the pool would be set at $40
million for any individual coun-
try and $80 million world wide.

Specifically excluded for the
present from the pool is any pri-
vate participation in OPIC's $3
billion war risk insurance portfo-

lio.

The insurance men, however,
are aware that OPIC is under

pressure from Congress to divest
itself of all its direct underwrit-

ing exposures, including the war
risk, and that seemed to add to the
caution of those present.

Legislation passed by Congress
last month set 1980 as the phase
out date for expropriation and
incovertibility portfolios and 1981
for the war risk portfolios.

CONGRESS WANTS OPIC to

limit its future role to reinsur-

ance activities. Lloyd's is already
reinsuring portions of the existing
OPIC portfolios.

One insurance executive at the

meeting, held in the State de-
partment, said he believes OPIC
may face an "uphill" battle to
convince private insurers to enter
the political risk areas.

George Cooper, insurance vp
for OPIC, said, however, "I
would have to tell Senator (Frank)

Automatic" Sprinkler
leased fire
protection systems
can improve profits.

These cases demonstrate how leasing a fire protection system
from "Automatic" Sprinkler can actually increase profits
while you satisfy fire protection requirements.

Property

DistributorWarehouse

Metal Fabrication Plant

Furniture Manufacturer

Hotel

Department Store
Bowling Alley

Annual

Premium

Before

Sprinklers

$ 5,600.00
6,752.00

7,100.00

21,494.00

61,200.00

19,500.00

Annual

Premium

After

Sprinklers

$ 1,650.00
2,611.00

720.00

4,700.00

14,720.00

2,550.00

A leased sprinkler system can help you meet local
requirements... and improve profit in these
important areas:

1. Leasing extends capital. Put your capital to work
elsewhere. And, if you are suddenly faced with
a requirement to install sprinklers, a leased system may
be the answer to lack of funds.

2. An off-the-balance sheet method of finance. Makes

your financial picture more attractive.

3. It can be a tax deductible operating expense.

4. Lower insurance premiums. Often between
40% and 90% lower...in many cases, enough to
cover the annual cost of leasing.

5. More for your construction dollar. Most
building codes permit cost-cutting construction
trade-offs when you sprinkler.

Annual

Lease

Payment

$ 2,502.00
1,148.00
1,485.00

9,784.00

31,129.00

5,700.00

Extra

Dollars

to Profit

During Lease

$ 1,448.00

2,993.00

4,915.00

7,010.00

15,351.00

11,250.00

Extra

Dollars

to Profit

After Lease

$ 3,950.00
4,141.00

6,380.00

16,794.00

46,480.00

16,950.00

"Automatic" Sprinkler Corporation of America is a
single source supplier for leased fire protection
systems (for any property, particularly leased
buildings). In addition to designing and installing the
system itself, we perform a complete financial
analysis, and work with your insurance representative
and financial department to tailor a leasing plan
to meet your financial.requirements.

Why go without fire protection when you can lease it?
To learn more about our leasing program,
write Mr. R. L. Pardee, Manager of Marketing Services,
P.O. Box 180-PB, Cleveland, Ohio 44147.
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Church that the private insurance
industry was unwilling to enter
this area."

Sen. Church (D-Id.), chairman
of the Senate . subcommittee on

multinational corporations, has
been a severe critic of OPIC ac-

tivities as an area better left to

private insurers.
OPIC should soon have an idea

of what the insurance industry
reception is. The agency asked
for the companies to indicate
their interest by Sept. 20, a very
short time for corporate action,
said some insurance executives.

OPIC officials said they want
the new pool in operation by Jan.
1, 1975.

OPIC's Mr. Cooper told Busi-
ness Insurance that there would
be no change so far as OPIC's ap-
proximately 3,000 insurance

customers are concerned when

the new pool goes into effect. The
customers have about 8,000 poli-
cies.

OPIC WILL continue to handle
all the administrative and man-
agement chores for the pool as it
now does for its own portfolio.

The agency will maintain its
authority to set premium rates,
insurance contract forms, handle
new business, and settle claims.

Most importantly, said Mr.
Cooper, the settlernents would
still be backed up by the full
faith and credit of the United

States government.
OPIC said it will assess the

pool members 20% of gross pre-
miums for providing the excess
of loss coverage and 10% of gross
premiums for the management
services it will provide to the
pool.

Pool members can sign on for
as low as $100,000, but OPIC said
it hopes many would take on $1
million or more of the risk.

The pool, as it is now designed,
is set up for three years. Pool
members can drop participation
if they give one year's notice, but
they face a penalty of 50% of
their share of the premium income
in the final year.

OPIC officials predicted that
the pool would take in $14.9 mil-
lion in gross premiums in calen-
dar 1975 from the inconvertibility
and expropriation policies. OPIC's
share of that would be about $4.5
million for reinsurance and man-

agement costs, leaving about $10.4
million to be split up among the
pool members.

UNDER THE OPIC proposal,
the pool itself would not set up a
reserve fund. The premium reve-
nue would be distributed directly
to the pool members.

In the event of liabilities, the
pool members would be assessed
for their share of any claim pay-
ments, OPIC officials said.

The new pool would be run by
a board of governors consisting of
one OPIC representative and six
industry members. The OPIC
member, however, would have
voting power equal to the six pri-
vate members combined.

In the event that all six private
members vote against issuing in-
surance to an applicant, the ap-
plication shall be considered
rejected, OPIC officials said.

Any application for $25 million
or more of coverage would spe-
cifically have to be approved by
the pool's board of governors.

OPIC contracts cover 20-year
periods, except in "sensitive"
natural resource investments,
where expropriation coverage

may be limited to 12 years.
The pool would be eligible

to underwrite insurance in all of

OPIC's qualified nations exeept
for Jamaica and the Dominican

Republic.
OPIC has a $500 million expro-

priation exposure in Jamaica
along with a $217 million incon-
vertibility exposure in the Dom-

Continued on page 27
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inican Republic. OPIC officials
said those amounts were consid-

ered to already be too high.
OPIC policy now is that no

more than 20% of their worldwide
exposure  should be in any one
country. OPIC's predecessor agen-
cy, the Agency for International
Development (AID) had allowed
its exposure in Chile to reach 26%
of worldwide exposure.

***

THE FEDERAL government's_

hazardous materials regulations
board is moving to revamp its

rules regarding the handling of
freight cars carrying hazardous
materials.

The board said its proposed
rule changes announced this

month are a direct result of the

July 19 propane tank car explo-
sion in a Norfolk & Western

Railway freight yard in Decatur,
Il., and another tank car blast in
Wenatchee, Wa., Aug. 6.

The Decatur railyard explosion
killed seven persons, injured 150
more, and caused damages esti-
mated to be in excess of $15 mil-

lion. (Business Insurance, Aug. 5.)
The board said the Decatur

blast appears to have occurred as
a result of "rough handling" of a
car labeled "dangerous."

The proposed rule change
would make it illegal to uncouple

or cut such cars while in motion,

Panel views

'antiquated'
state codes

HARRISBURG, PA.-Appoint-
ment of a panel to study the cur-
rent insurance statutes as a

preliminary to "a complete recodi-
fication of the extremely anti-
quated state statutes," was sug-
gested by state insurance commis-
sioner William J. Sheppard.

Speaking to the insurance

committee of the state Chamber

of Commerce, Mr. Sheppard said
a code revision "would benefit

every one. It would help the in-
surance department to better
regulate the industry."

Mr. Sheppard said a package of
20 pieces of legislation designed to
improve the operation of the in-
surance department had been
sent to the general assembly.

BUT EVEN IF all the laws are

adopted by the end of the current
session, problems with insurance
regulation will not be solved,
the commissioner added.

"The vast majority of the laws
which govern the operation of
the insurance department were
passed in 1921. ... The changes

in the economy, the business
world, the U.S. in general, have,

needless to say, been phenomenal
in the past 50 years."

The state's insurance laws have

not kept pace with the times, the
commissioner said and the legis-
lation currently before the Gen-
eral Assembly are "only

band-aids attempting to cure
broken bones." •

New Drake U. director

Warren R. Adams, professor of
Actuarial Science at Drake Uni-

versity's college of business admin-
istration, is the newly-appointed
director of the Drake insurance
studies center. Mr. Adams succeeds

Dr. James J. Chastain, who plans to
do more teaching and research as a
professor of insurance. The insur-
ance studies center was founded

in 1972 and is used by students

at the college and Drake law
school.

the striking of these cars by other
cars moving under their own mo-
tion, and the coupling of these
cars with more force than is nec-

essary to complete the coupling,
but in no case at a speed of more
than four miles per hour.

National Transportation Safety
Board investigators have sched-
uled on-site hearings into the
Decatur explosion for this month.
Their preliminary findings indi-
cated that five propane tank

cars rolled into a standing boxcar
at too high a speed, causing a
boxcar coupler to puncture the
leading tank car.

Liquified petroleum -gas es-
caped from the car, turned into
vapor, and was later ignited.

The hazardous materials reg-
ulations board said it is pushing
to finalize the rule change by
next month due to the "serious

potential danger" of the situation.
*

THE OCCUPATIONAL Safety
and Health Administration

(OSHA) is preparing and will
soon make public an environ-
mental statement assessing the
impact of a proposed carbon
monoxide standard.

OSHA's office of standards and

development is still interested in
gathering inforniation in the fol-
lowing areas:
• any medical or toxicological

evidence which indicates that ex-

posure to carbon monoxide pro-
duces adverse health effects, and

the extent to which the exposure
constitutes a hazard;
• current levels of occupational

exposure;

• any information indicating
the decrease in the health hazard

to workers that will result from

implementation of the proposed
standard;
• the extent to which carbon

monoxide pollutes the ambient
air and, if possible, the extent of
the decrease in the pollution that
will result from implementation
of the proposed standard. •
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Jury verdict stands
in malpractice suit

SPOKANE, WA-A jury ver-
diet in favor of the physician in a
malpractice suit. heard in Frank-
lin County was allowed to stand
by the state court of appeals,
division III.

The judges said instructions
delivered to the jury by the late
Judge James Lawless did not
constitute reversible error. They
also said the attorney repre-
senting Mrs. Okla Grover, who
with her husband, filed the ac-
tion, did not follow court rules in
objecting to the instructions.

Mrs. Grover's complaint was
against Dr. Cleve Henriques and
his wife.

Mrs. Grover had claimed that

the doctor was guilty of malprac-
tice because he did not, during a

Our
Workmen'sComp

must beprettygood.
Weinsurealot

ofourcompetition.
No kidding. We write the Workmen's

Comp for some of the largest insurance
companies in the United States.

They know a good insurance program
whenthey see one.

They know Commercial Union
wrote the first policy of this type in

America, way back in 1886, and
that over the years, we've pioneered

innovative plans and services to
meet our customers' changing needs.
They know we offer a wide range of

rating plans: guaranteed cost,
participating, retention and

retrospective. They know Commercial
Union has the

experience, and the
flexibility to write

imaginative policies
that keep costs down.

And let's face it.

Keeping costs down is
pretty important, even
for some of the largest
insurance companies

in the country.

HomeOffice: One Beacon Street, Boston, Ma. 02108

several year period, X-ray her to
determine if neck injuries had
been caused in a January 1965
traffic accident.

Testimony during the trial, the
appellate court said, presented
"diametrically opposed" evidence
about whether Mrs. Grover had

told the doctor about pain in her
neck. The woman was later treat-

ed by a chiropractor and another
Richland (Wa.) physician for
what was diagnosed as a crack in
a neck vertebra.

The jury, the appeals judges
said, could have found only for
plaintiff if the woman had in-
formed the doctor of her pain.
They said that finding would
have been necessary under the
Lawless instructions. •

Our competitors know how much they
save with Commercial Union, and they
know how much they gain, too. They
know they're getting one of the fastest
claims services in the industry, which
makes it very easy to file a claim Plus
one of the most rigorous loss prevention
programs available anywhere.
Which makes it harder to have one in
the first place.
In short, we think we offer the best
deal, and the best services, of any
Workmen's Comp writer in the
business. After all, we insure a lot of
our competition. We're probably

- insuring your
competition too.

So maybe you ought
to ask your Independent
Agent /-1+

f ..../Al...../

about us \:IZZ]YJ:Y'
Commercial Union.

One of the largest
international

insurance groups in
the world.
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London broadens its kidnap#ansom coverage
NEW YORK-Over the last six

months, London has expanded its
kdnap/ransom insurance policies
to include extortion.

The additional coverage can add
as much as 50% of the original
policy costs to the total premium,
sources told Business Insurance.

Rumors have it that London's
move into the extortion market

was sparked by its loss of busi-
ness to U.S. insurers which had

over the past year moved aggres-
sively into the kidnap/ransom
market.

London sources, however, de-
nied that this was the case.

"Both London and the U.S.

are getting a fair share (of the
kidnap market). But, of course,
London gets more. No doubt, if
you want to place a large
amount, you have to go with
London," said one of the Lloyd's

brokers here.

Some U.S. insurers speculated
that London went into this mar-

ket thinking that underwriters
here were offering the coverage.
"London extortion insurance un-

derwriting could have been

prompted by the ISO wording,
which could be interpreted to in-
clude extortion, but the wording
leaves it up in the air, since the
provision is that the person be
held captive," one underwriter
suggested.

"THE STANDARD Surety Assn.
endorsement uses the word ex-

tortion, but the policy is actually
kidnap/ransom. That might have
made London think it was being
offered here," another surmised.

A survey of leading U.S. kid-
nap underwriters-American In-
ternational Group, Chubb & Son,

Inc., California Union and

Stewart, Smith & Co.-disclosed
that plans to offer the additional
coverage are barely in the talking
stages. But plans to broaden the
policies to include extortion loss-
es are, indeed, in the wind.

"We don't anticipate our com-
pany or any other is going to
jump into this and make a big
splash," Chubb & Son's crime in-
surance manager, James Talley,
said.

California Union does offer ex-

tortion coverage or its kidnap re-
ward insurance. But, it is not
included in kidnap/ransom poli-
cies.

Some informal discussions are

being held among kidnap un-
derwriters. But, it was pointed
out that insurers are wary of vari-
ous problems that exist if they de-
cide to write this coverage.
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Some recurrent queries in-
cluded: How do you measure a
loss and define a loss, and at
what point does the insurer have
to pay?

In addition, the cost of the cov-
erage would be very high. Some
figures mentioned were as high
as 50 % of the original coverage.

"IF ANYBODY is going to buy
it, regardless of whether we offer
it or not, they would most definite-
ly buy it on the London market,
at that high a cost," one kidnap
insurer said.

If plans to offer the coverage
ever materialize, which insurers
tend to doubt, the same stigula-
tions which cover regular kidnap
insurance would apply. This

would mean that a requirement
to remain silent about having the
insurance coverage would be

we'll provide you with fire Insatrance

But first, let's make sure you probably won't need it.
Our engineers work very hard with you to make sure you won't have a fire.
Then we design your insurance coverage to be the very best available any-

where. Just in case you do have a fire.

That's why you should have your coverage tailored-by Protection Mutual.

 < <1 % PROTECTION MUTUAL Si:7%
Insurance Company tl.--/--.

4 -- -'I 300 South Northwest Highway, Park Ridge, Illinois 60068 • (312) 825-4474
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built into every policy.
Another potential problem ap-

parently concerns an overlap of
coverages. Since by definition
extortion involves a threat to do
bodily harm to an individual or a
corporation or threat to damage
property owned or leased by the
insured, losses may be covered
under other policies.

"If someone threatens to burn
down a building, then it could
come under their fire policy and
it would probably be a lot cheap-
er," one insurer pointed out.

The London extortion/kidnap
coverage was described as having
two parts. The first covers a
threat to kill, disregarding a kid-
napping, and the second provides
for a threat to damage insured
property.

London's policies reportedly
exclude pure extortion occurances
in Argentina, although this was
the only noted restriction. Cover-
age for losses in that country must
be linked to a kidnapping. •

It's a boom!

LONDON-Despite ru-

mors that London is losing
kidnap/ransom business to
U.S. insurers, Lloyd's brok-
ers contend this is anything
but the case.

"The kidnap market here
is expanding and it is now
possible immediately to
bind $5 million with a
maximum of $10 nlillion in
a few days," George Stew-
art, president of Stewart,
Smith & Co. said.

"The business is pouring
in and one estimate is that

premiums will aggregate
$20 million in two years,"
he added in a cable from
London.

So far, "about 20 claims
have been reported," he
said.

Gun maker

pays victim
out of court

RICHLAND, WA.-Kathy Zim-
merman, 14, paralyzed since 1971
when a .22-caliber bullet pierced
her spine in a shooting accident,
won a $770,000 out-of-court settle-
ment from the Marlin Firearms
CO.

Details of the settlement, one
of the largest in state history,
were filed June 19 in Benton

County superior court at Prosser.
Of the total amount, $480,000

was earmarked for lifetime med-

ical care, education and psycho-
logical help payments to the
Children's Orthopedic Hospital
and Medical Center in Seattle.

She has been a patient at the in-
stitution since the accident.

Remainder includes $100,000
for Kathy and $190,000 for attor-
ney fees and expenses. The par-
ents had sought $1,500,000 from
the company. I

Ryan, RBH to merge
W. F. Ryan Corp., a Cleveland-

based insurance brokerage firm,
announced it has reached a de-

finitive agreement to merge with
Rollins Burdick Hunter Co., an
international brokerage house.

W. F. Ryan Corp. will be a wholly-
owned subsidiary of RBH under
the proposed agreement, and will
continue operations with its pres-
ent management. Terms of the
transaction were not disclosed.



OTHER INSURERS offered oth-

er reasons why corporations aren't
buying the coverage.

Prices are high. It goes against
governmental policy; some corpo-
rations feel that they're inviting
kidnappings by having the insur-
ance. Those are the beliefs brokers

and insurers are hearing from cor-
porate clients.

However, about 50 to 100 U.S.
corporations have bought kidnap
insurance, according to Alexan-
der & Alexander sources.

Many more look into it howev-

er, and then decide to self-insure
the risk or not insure it at all,
sources noted.

"The cost is high for the expo-
sure. It has to be because of the

selection against you," said Ham-

US. insurers may add extortion to
kidnap covers as 'scare' diminishes

By JUDI TALIT

NEW YORK-The domestic

kidnap ransom insurance market
has reportedly grown to a rousing
$1.5 million in premiums since
the beginning of this year, a half-
million dollar jump over last year's
figure, according to one insurer in
this market.

But, the market's size-in

terms of actual figures-is uncer-

tain, because not much data has
been disclosed.

Another underwriter, writing
a substantial amount of this cov-

erage offered another guessti-
mate, a much larger figure. "To
date, industry premiums are

being written at the rate of $500,-
000 per week. I think that during

the past six months, 75 % of all
premiums have been written," he
said.

AMERICAN International

Group recently conducted a study
designed to reveal the true size
of the market, but the results
have not been made public.

Regardless of the market's size,

however, it is still growing fast,
insurers and brokers agreed.
Whether the growth will con-
tinue can only be speculated.

"The scare is out of it now.

More underwriters are willing to
write it because of that. But,
what will probably happen is
that the number of people asking
for it may go down."

That was the word from Alex-

ander & Alexander, one of the
major brokers placing kidnap/ran-
some insurance.

Chubb & Son's crime insurance

manager, James Talley, doesn't
foresee any agressive nnove

towards insurers entering the
domestic market. Although some

corporations are buying the cov-
erage, many are still reluctant to,
he said. Why? "Because of the
price and because it is a volun-
tary purchase. There is no legal
regulatory agency monitoring it,"
he reasons.

Shipper and
broker merge

NEW YORK-Schiff Terhune

Intl. and C. D. Mallory & Co
formed Mallory-Schiff Agency Inc
in an effort to move closer to the

one-stop service concept for the
shipping industry.

Mallory is internationally known
for its tanker and dry cargo ship
chartering, sales and oil and bunk-
er ship brokerage, with offices here
and in London. The agency, which
will specialize in insurance facili-
ties for Mallory's clients and gives
Schiff Terhune access to Mallory's
varied marine facilities, will be
headed by James Christie and Jo-
seph Lorenzo. .

ilton Loeb, Insurance Consultants
of Illinois, in defense of the high
cost.

Those now marketing the cover-
age were noted to be: American

International Group, California
Union, Fireman's Fund, First State,

Chubb & Son Inc. and Stewart,
Smith & Co.

The American International

Group has the largest share of
the market, Business Insurance
learned.

IT WAS DIFFICULT to ascer-

tain the actual size of AIG's share,
but it was learned that all policies

originally written have been re-
newed.

The firm's basic policy insures
a corporation against a ransom

.%
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demand. Dependent coverage is
available, as well, at an addition-

al premium. Many companies opt
to buy this addition.

Personal assets coverage is
available too. It allows the corpo-
ration to indemnify an individual
in the event ransom is made.

There is an additional premium
charge for this. Many buyers of
this coverage choose not to pur-
chase this option.

Maximum policy limits on
policies written by AIG include
$5 million per kidnapping, with a
$10 million aggregate. Deducti-
bles are proportionate, ranging
from $25,000 to $1 million.

The usual deductible used by
most underwriters in the market

is 10%.
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AIG, like others writing kidnap
insurance, use the broker ap-
proach rather than directly writ-
ing the coverage.

Policy secrecy is required of all
AIG policyholders. Most other in-
surers of kidnap policies follow
this procedure, as well.

Chubb & Son is the exception,
however. There is no secrecy

clause in its policy, although if
the insured wishes to include this

stipulation, it is provided.

THE PATTERN of secrecy on
this type of insurance has not
changed. People are still reluctant
to talk about it.

One broker said that he wants

to see this change.
"There is a need for the insur-

ance industry's understanding of
the magnitude of the problem.

"Domestic companies are silent
about kidnap coverage for fear of
offending their market. They
think that any talk of it would
promote it," George Stewart,

t..=r

president, Stewart, Smith & Co.
said.

Premiums are also a very touchy
subj ect with insurers and brok-
ers.

The range varies according to

them. It depends on policy limits,
number of employes, size of the
company location, sales and asset
figures.

Chubb & Son's crime manager
wanted to see some changes in the
basic policy.

Like AIG, Chubb & Son makes
personal assets coverage avail-
able to its clients. However, Mr.
Talley would like to see this
clause become part of the stan-
dard form.

Limits at Chubb range from
S100,000 to $10 million.

One broker, reflecting on kid-
nap insurance was very idealistic,

predicting a demise of the risk and
the coverage.

"I think people are going to
stop buying it. I think kidnap-
pings are going to stop," he said. •
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Corporate Profits can be eroded by insufficient or inexperienced control

of Workmen's Compensation and Health and Accident costs.

Many executives, while cognizant of the increased cost of Workmen's
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business insurance

By CLAUDE C. LILLY
ass't. professor of insurance

Texas Tech University

ANAGEMENT NEGOTIATORS atthe bargaining table will find both
this year and in future years that a new
fringe benefit is being sought by labor: legal
services. This area of fringe benefits, which
was relatively unknown until the early
1960's, is gaining momentum.

Federal legislation, coupled with increased
union interest, should serve as notice to
management that this benefit is gaining in
popularity, and what was once an unknown
is here to stay. Before examining the in-
creased interest in this area, a brief discus-

sion of the benefits being afforded is in
order.

Unde a legal service plan, employes are
provided coverage for legal fees up to the
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Employers who may offer legal
benefit should eye regulations
"Plans can be funded in advance. These are termed prepaid legal service plans. Or,
plans can be currently funded in which case the prefix prepaid is deleted. The term
legal benefits can be used to connote both prepaid legal service plans."

maximum benefits set forth. For example,
in an adoption case, a worker may be re-
imbursed for the first $100 of charges, or
where a worker is a defendant in a civil

proceeding, a legal benefit for each day of
trial of $50 may be available. A schedule of
fees of this type assumes an open-panel plan
is being utilized. Thus, the worker chooses
a lawyer to represent him, and the plan re-
imburses the worker up to the policy limits
for a covered service.

Many union plans, however, are, and will
be, written on a closed-panel basis. In this
latter case, the worker chooses a lawyer
from a group of lawyers who handle all le-
gal services for a union group. Rather than
reimbursing the worker for his expense,
services are provided by the closed-panel
group of attorneys. When a service is not
covered under the plan, the worker either
has to seek additional legal advice from an
outside attorney or pay a fee to the closed-
panel attorney for handling the extra ser-
vices.

Plans can be funded in advance. These are

termed prepaid legal service plans. Or, plans
can be currently funded in which case the
prefix prepaid is deleted. The term legal
benefits can be used to connote both pre-
paid and non-prepaid legal service plans.

THE FOCUS OF THIS article, however,
is not a general description of prepaid legal
service or legal service plans. Instead, two
areas will be discussed. The first concerns

the problems of taxation and regulation of
legal benefits. The second area is an over-
view of some of the activity that has been
carried on by unions in the realm of legal
benefits.

Regulation of prepaid legal services and
legal service plans falls into two areas: fed-
eral and state. Federal control arises when

labor and management establish a trust
fund to act asa conduit between the employ-
er contributions and the legal -benefits, or
they agree to use insurance as a mechanism
for providing legal benefits.

State control can be found mainly in
those areas where management affords legal

benefits through an insured plan rather than
a trust fund. Some state enabling legislation
has been recommended that would cate-
gorize nearly all plans providing legal bene-
fits as subject to state control. Currently,
however, no state is taking the position that
it can control all legal service plans. State
control presents problems that at this writ-
ing hamper the desirability of an insured
plan.

First, less than one half of the state in-
surance departments currently are permit-
ting the writing of legal insurance. The dif-
ficulty posed by this situation is obvious.
Secondly, in those states which are allow-
ing the use of legal insurance, the regula-
tory agents are not permitting insured
closed-panel plans. Where unions are de-
sirous of maintaining some control over the
legal services, this state attitude creates a
stumbling block. One reason unions may
wish to control the legal services is to assure
the membership of adequate legal counsel.

Basically, federal regulation is applicable
Continued on following page

Judicious use of bid process brings results
"This is wholly unrealistic. and contrary to the nature of
any business corporation. Insurance carriers do not set
out to gouge their insureds; but, on the other hand, they
have no less a profit motive than the meat packer, bakery,
or lamp manufacturer whom they insure."

By WARREN G. BROCKMEIER
consultant, The Wyatt Co.

Chicago, 11.

T HE WISDOM OF USING bidding pro-
cedures to obtain insurance coverage is

a subject of considerable debate. Many peo-
ple believe that insurance is essentially a
professional service, and thus the obtaining
of bids is contrary to the practice normally
employed in selecting such a service. It is
also frequently said that the relationship of
insurer and insured should not be disturbed,
and that the best practice is one of negotiat-
ing renewal premiums on an intelligent and
fair basis.

While there is an element of truth in these

assertions, they are not totally realistic. The
ability to negotiate renewal premiums on a
basis equally competitive to those obtained
through a bidding process assumes a degree
of knowledge and skill on the part of the in-
sured which may not always be present.
This is particularly true in the instance of
governmental bodies, which frequently do
not have on-board insurance expertise in
the person of an insurance manager or risk
manager. It is also true of corporations not
staffed with capable insurance personneL

It further assumes that the insurance car-

rier is going to minimize its profit, in the
interest of fairness, absent of any competi-
tive pressure. This is wholly unrealistic, and
contrary to the nature of any business cor-
poration. Insurance carriers do not set out to
gouge their insureds; but, on the other hand,
they have no less a profit motive than the
meat packer, bakery, or lamp manufacturer
whom they insure.

IT IS TRUE THAT the broker handling
the account-or in the case of some polit-
ical subdivisions the agents' association
which may provide this service-should be
negotiating on behalf of the insured, with
some degree of skill and experience. How-
ever, there will also be tendency on the
part of the broker not to rock the boat by
switching to another carrier if the premi-
um quotation received is moderately high-
er than might be justified, but not high
enough to cause screams of anguish from
the insured. After all, the broker may have
a relationship with the insurance carrier
which exerts some pressure on the broker
not to be too aggressive in subjecting that
carrier's business to competition from
other carriers. Furthermore, no single bro-
ker or agent has an amiable relationship

with every viable and competitive insur-
ance carrier.

In our works with many insureds, we
have found it highly desirable to have in-
surance coverages subjected to periodic
competitive bidding. Let's examine what
happened recently in the obtaining of com-
petitive bids for one aspect of the operations
of a major municipality.

In this instance, the municipality owns a
number of parking facilities in its central
area and in a number of major neighbor-
hood shopping areas. Most, but not all, of
these facilities are operated by lessees, who
are required to provide certificates of insur-
ance evidencing workmen's compensation
and primary garage and garagekeepers lia-
bility coverage. The ordinances relating to
these parking facilities, and the bonds is-
sued for their construction, contained obli-
gations requiring the city to carry certain
forms of insurance, and hence a special in-
surance program exists on this particular
municipal operation, in distinction to the
general self-insurance position.

To obtain competitive bids, which could
be properly evaluated, detailed specifica-
tions were drawn, along with listings of val-
ues, other exposure data, and loss experi-
ence. In accordance with sound procedure,
a process for the allocation of insurance
markets to competing agents and brokers
was utilized, avoiding the conflicts which
might arise through a multiple approach
to the same markets by several brokers.

BIDS WERE RECEIVED from nine in-

surance brokers or agents. Of these, four
were bids from large national brokerage
firms, and five were from local insurance
agencies.

The range of the bids received may ap-
pear astonishing to the uninitiated, but is
somewhat typical of experience in other
similar bidding situations. The following is
a summary of the bids received on the five
different elements of the insurance program
undergoing bid, and a grouping of the three
primary casualty elements:

Continued on following page

Range of Bids Received

Number

of Bids Low

1. Property Insurance 10 $10,988
2. Garage Liability 6 4,612
3. Garagekeepers' Legal Uability 8 301

4. Umbrella Liability 8 245
5. Workmen's Compensation 8 18,971

6. Casualty Grouping
(Items 2.3 & 5) 6 27.612

Second

Low

$12,393

6,832

426

1,200

20.148

28,098

Median

$15,589
8.677

657

1.872

28,092

33,186

High
$34,001

26,171

780

6,064

40,707

59,908
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the attorneys working for the program. dollar per month, but the members who take

District Council 37 of the American Fed- this plan have to pay for all services. The
eration of State, County and Municipal Em- cost of these services, however, lS 50% of
ployees has been active in the development the bar fee schedule.
of a pilot program in conjunction with the Teamsters in Toledo, Ohio, have a legal
Columbia University School of Law and the defense fund that affords protecton to its
Columbia University School of Social Work membership The plan was authorized un-
While the District Council has had a legal der the bylaws of the local To date, ba1
service plan for over seven years, the bene- bond assistance, consultation, wills, and in-

Legal subject of legal benefits Certain organiza- fits nave been very restricted Only arbitra- come tax returns are the legal services be-
tions, as defined in 26 USCA 501, are ex- tion grievances and rights protected by law ing provided
empt from taxation Section 501 (C) (9) in- and collective bargaining have been han- Not all union efforts, however, are suc-
cludes in the category of exempt organiza- dled. cesses In New York, for example, a local
tions employe associations providing for,
.

teamsters' organization and the New York
Continued from proceeding page the payment of life, sick, accident, or UNDER THE PILOT program, two types County Lawyers' Assn petitioned the ap-
to ]0mt labor-management trust funds, but other benefits to the members of such as- of benefit plans will be afforded Council pellate division, first department for au-
it also has some application to legal insur- sociation or their dependents or their desig- members One segment of the pilot program thority to initiate a prepaid legal services
ance Federal control of prepaid legal service nated beneficiaries " Assuming that le- will concentrate on the provision of a wide program The court's denial rested on the
and legal service plans was initiated in 1973 gal benefit plans are covered by the "other range of benefits while the other segment assumption that the prepaid legal services
under the auspices of S 1423, This bill benefits" category, these associations are tax will concentrate on providing a narrow program was tantamount to Insurance The
amended the Labor Management Relations exempt group of benefits This dichotomy of benefits court indicated that it did not have the au-
Act, 1947, to grant management the right to Unlon's Involvement in the legal bene- is being tried in an effort to ascertain how thority to approve insurance programs The
pay money into a trust fund to defray the decision was influenced by the New York
legal expenses of employes, their families, insurance department's contention that the
and dependents prepaid legal service corporation would vio-

Both employers and umons were given late section 41 of the New York insurance
some protection under S 1423. Legal bene- "From the employe's standpoint, the taxation of legal code This section of the New York law de-
fit plans could not be used to. fines an insurance contract The definition,
• Bring suit against an employer or labor benefits is more complex. Gross income for an employe, according to the department, would include

organization, legal service plans
• Bring an action against an employer or as set forth in 26 USCA 106, does not include contribu-labor organization under the National Labor

A second setback was handed the unions

Relations Act, or tions by employers to accident and health plans."
in February, 1973 According to the AFL-
CIO News of July 27, 1974, the American. Aid labor organizations in proceedings

barred by the Labor-Management Report- Bar Assn, at its Houston meeting, placed
ing and Disclosure Act of 1959. restrictions on the delivery of legal services

through closed-panel plans while eneourag-A second piece of legislation will further
ing the use of open-panel plans In testi-

extend federal control into the legal bene- fits area has been extensive It has been each type of program will function in rela- mony before the New York Bar Assn, Max
ftts area H R 2, initlated January 3, 1973, responsible for starting a center for :he de- tion to cost, administrative work, and utili- Zimny, general counsel of the Ladies' Gar-
revises the Welfare and Pension Plans Dis- velopment of legal benefits In addihon, zation patterns ment Wonkers, testified that prepaid plansclosure Act Included ln the new bill is an many of the unions have been involved in The Laborers' District Council of Wash- can pi ovide legal services

amendment to the current definition of an testifying in Congress on matters related to ington, DC, has started a program for ltS .

For some 140 million Americans in the

employe welfare benefit plan. The new def- legal benefits These areas of endeavor are members that lS available not only to active middle income category whose legal needsinition reads in part· important Of greater consequence, how- members but also to retired members Con- are now unfulfilled ' But he termed the bar's"The term 'employe welfare benefit plan' ever, is the effort by unions to form or ne- sultation and representation benefits are restrictions placed on such plans 'a starkmeans any plan, fund, or program which is gotiate for legal benefits available if a member qualifies Qualifica- and deplorable reversal of the ABA's long-communicated or its benefits described in

writing to the employees, and which was tion :s a function of a contribution of four held, consistent position in favor of the un-
THE AMALGAMATED Clothing Workers cents per working hour and working 275heretofore or is hereafter established or have had an operational program for the impeded delivery of prepaid legal services "

maintained by an employer or by an em- provision of prepaid group legal services hours in two of the preceding three quar- Ten years ago, management could have
ters Like the other union plans previously dismissed legal benefits as belonging to theployee organization, or by both, for the pur- since April of 1972. This union, which has a discussed, the Laborers' plan is operated on future Today, however, the shift in unionpose of (A) providing for its participants or high percentage of women and a substantial a closed-panel basis interest deletes this thought While legaltheir beneficiaries, through insurance or number of minority groups, provides bene-

otherwise.. prepaid legal services " In Columbus, Ohio, the Franklin County benefits are not completely matured, their
fits for the following legal services (1) con- Police and Firefightens have initiated what growth should be rapid in coming years •
sumer transactions; (2) domestic relations, they term a "legalcare" program The mem-ALTHOUGH THIS BILL has not been (3) adoptions, (4) landlord-tenant prob- bers can select from two plans. The first

passed at this Writing, its passage is immi- lems, (5) real estate transactions, and (6) plan affords legal counsel for a wide rangenent Once inaugurated, the new amend- wills Claude C Lilly is an assistant prclessor
ments of the Disclosure Act will afford an of benefits at a price of nine dollars per of insurance at Texas Tech University HeThe program was initiated by the union month Excluded legal services result in a has a BBS, an MI, and a Ph D fromadditional area of federal control over legal for its members at a charge of $ 50 per charge to the member in an amount equal Georgia State Unlvers:ty Mr Lilly is theservice plans and legal Insurance month per member Thus, the union serves to 25% of the Columbus bar fee schedule author of a book ent,tled "Legal ServicesOf equal import with the regulatory as a conduit between the membersnip and for that service. The second plan costs one For the Middle Market "control of the legal benefits area is the taxa-
tion of employer contributions. From the
employer's perspective, payment into a le-
gal service plan should present no difficul-
ties.

Section 162 of volume 26 of the United
States Code Annotated states costs, whether they be those of a political poi tunity to recover its mitial costs, and to
(a) In general-There shall be allowed as Bidding . subdivision or those of a business corpora- look forward to a model ately long term re-tion

a deduction all the ordinary and necessary Iationship with the insured The Insured
expenses paid or incurred during the tax- Contmued from preceding page Does this mean that we recommend com- avoids the costs of repeated bidding During
able year in carrying on any trade or busi- petitlve bidding for each and every renewal those intervening years, the insured would
ness, including- As stipulated in a number of the bids, of an insurance contractg Absolutely nof' retain the right to seek competitive bids tfone element of the bid from an indi- This process would be extremely counter- dissatisfied with the services or claim ad-(1) a reasonable allowance for salaries or vidual broker was frequently dependent productive
other compensation for personal services ac- upon acceptance of other elements of the bid, Justments of the insurer or if the insurer
tually rendered; Many qualified bidders would be dis- proposed renewal with an unjustified pre-so it was not possible in all instances to couraged from bidding because of the pos- mium increase.The Internal Revenue Code expands on accept the lowest bid for each element of sibility of an award at a low profit level If such a procedure has been adopted, andthis exemption by spelling out those ex- coverage Sound practice, as well, dictated with no promise of any continuity, and with is the subject of a firm understanding, if notpenses that are applicable to section 162 (a) the acceptance of a single cariuer for the all of the initial costs involved in handling a a legal commitment, the insured can benefitThere is a catchall exclusion that appears at three elements of the primary casualty pro- new account, will cause many underwriters very substantially, with the insurer alsothe end of the list enumerating the exemp- gram (garage liability, garagekeepers legal to pass the opportunity to bid and to devote able to make a reasonable profit No insurertions, This phrase which reads "or similar liability, and workmen's compensation), their attention to accounts with a better should take exception to being tested in thebenefit plan" would appear to be broad but the net result, nevertheless, was the ob- profit potential
enough to encompass legal sei vice plans marketplace at an interval of this duration,taining of an insurance prograrn at an an-

and any organization, private or publlc,nual cost of $39,859, as compared with the SECONDLY, THE INSURANCE carriers should be able to live in harmony with itsFROM THE EMPLOYE'S standpoint, the previous cost of $73,702 annually This will tend to build into their quotations the insurance carriers and those providing in-taxation of legal benefits is more complex 45 9 % cost reduction was coupled with in- entire cost of setting up services for the ac- surance services with this type of under-Gross income for an employe, as set forth in creases in the amount of insurance on the count, costs which they might otherwise standing
26 USCA 106, does not include contributions physical structures, a change from a named calculate as being absorbed over several
by employers to accident and health plans peril contract to an all risk policy, an in- years
This applies regardless of whether the plans crease in umbrella liability limits from There are also high costs for the insured, Mr Brockmezer is dtrector of nsk man-are insured or not insured An amendment $1,000,000 to $3,000,000, and other coverage in terms of the time and expense involved in agement services with Wyatt Co, a na-of this section to include legal benefits as an improvements.
exempted area would aid employes and in- writing specifications and evaluating bids, tzonal consultzng and actuanal flrm
crease their desire for legal benefits The In- as well as the expenses involved in acquaint_ Among other things, Mr Brockmeter is

IT MIGHT ALSO be noted that accept- ing a new carrier with the insured's opera_ currently involved in an ongoing research
ternal Revenue Service, however, has the ance of the median total bid from any one tions and acquainting the insured's per- ProJect about directors' and offlcers' ha-
authority to exclude legal benefits from the agency would have resulted in paying 40% sonnel with the insurance carrier's claim bility Insurance He joined Wyatt in 1973
gross income of an employe if it is inclined more than the bids actually accepted. So reporting procedures, etc after many 7 ears with another consultingto so rule much for a political subdivision selecting a We find it generally advisable for the eli- brm, where he atso speciatized in rtsk

There have been some indications from good agency and totally relying on that ent to adopt a procedure of periodically management servlces MT BrockmeterWashington that either section 106 will agency
be amended or an Internal Revenue Ser- obtaining bids on insurance coverage, and has prepared specifications for numerous

This does not imply that the previous negotiating renewals with the same carrier governmentaZ bodies and business corpo-
vice ruling will be forthcoming that will agents or carriers had not been doing their during the intervening years If the bidding rattons, as well as provldtng anait/ses ofkeep legal benefits out of gross income. Jobs It does bear out the dramatic effect interval is established at either six years or coverage and competing proposals for

One last area of taxation bears on the that competition can have on insurance nine years, the carrier has an adequate op- coverage, He 13 a director of CPCU,



Every Continental Major Group Account Executive
has: Complete Financial Authority o Complete Un-
derwriting Authority 0 Complete Field Decision
Authority 0 Complete Account Service Responsibility.

Your Continental Assurance Major Group Account Executive
has complete financial and underwriting authority plus complete
responsibility for servicing your account to your satisfaction.

He can make decisions. He can assume the responsibility. He
can answer the questions-on the spot/
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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.

Because he's an independent decision-maker, you won't hear:
"I'lllet you know when I hear from the Home Office." It's "Yes."
"No. „"Now. „.Definitely."

Next time the Continental Assurance Major Group Account
Executive calls, spend a few minutes with him. You'll be talking
with Major Group Headquarters in your office!

At Continental,when you buy group,
you deal with anindividual.

01974 Continental Assurance Company.

CONTINENTRIissURANCE Co.
A PART OF CNA FINANCIAL CORPORATION

Call your nearest Continental Assurance Compan) 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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Labor dept. fighting
state OSHA proposal

WASHINGTON-The Labor de-

partment is moving to reject a
proposed Virginia j ob safety and
health plan, an effort that will
again call attention to some fric-
tion points between the business
community and the Occupational
Safety and Health Administra-
tion.

The Labor department is fight-
ing the Virginia proposal because
it provides only criminal penal-
ties for violations by employers
of job safety and health rules.

FEDERAL REGULATIONS re-

quire that a state plan must be "at
least as effective" as the federal

OSHA program before the Labor
department can delegate job safe-
ty and health responsibilities to

the state agency.
"We do not believe that en-

forcement through criminal sane-
tions is as effective as the civil

enforcement system we follow
under federal law," said John E.
Stender, the assistant Labor sec-
retary who heads OSHA.

Mr. Stender said criminal pen-
alty provisions in the Virginia
plan with a minium $100 fine
would have the effect of elimi-

nating most penalties for nonser-
ious violations. Business critics of

OSHA have asked Congress to
legislate just that sort of change
this year.

Upon a finding of guilt, Mr.
Stender said, most criminal

courts could elect to suspend
monetary penalties for serious

violations, thus removing the
mandatory aspect of federal
penalties for similar offenses.

He said the greater burden of
proof required in a criminal pro-
ceeding would make it more dif-
ficult to establish violations and
obtain hazard correction for

employe protection.

CRIMINAL PROCEEDINGS

would also preclude participation
by employes except as witnesses;
civil proceedings allow employe
participation as parties to the ac-
tion, a right guaranteed by the
Occupational Safety and Health
Act.

Criminal proceedings would

also limit the right of the state to
appeal findings adverse to its
prosecution of alleged violators,
while civil proceedings in most

cases would allow appeals of this
type.

No date or place has yet been
announced for hearing on the
Virginia state plan. •
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Public interests, private
profits,not incompatible

TAIPEI, TAIWAN-"The con-
sumer movement will require

some changes in the traditional
ways of underwriting, pricing
and distributing our services; but

companies that become custom-
er-centered rather than product-
centered will find more opportu-
nities than challenges."

That was the word from Aetna

Life & Casualty Co.'s president,
Donald M. Johnson at an interna-

tional insurance seminar held

here recently.
He contended that "public in-

terests and private profit are not
incompatible, but in fact are in-
terlinked."

The insurance industry has be-
come more consumer oriented, he

added, as well as becoming more

Management Service Department with a
team of consu¥tants"experienced in all
phases of emplo ee bendft- a 1 eview
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active in "the field of social re-
sponsibility."

He cited some examples. "Insur-
ers have helped finance the revital-

ization of cities, giving special at-
tention to needs of minority-
owned businesses. The life insur-

ance industry invested $2 billion

in housing and job-creating enter-
prises for residents of blighted
areas."

ALTHOUGH Mr. Johnson

stressed the importance of the in-
dustry's social transactions, he did
not mean to infer that profit-mak-
ing had become less important.
"Indeed, less businesslike manage-
ment would impair our ability to
serve policyholders, shareholders
and the society of which they are
members."

The challenge of the insurance

industry, he said is "to balance
the seemingly conflicting inter-
ests and needs of our customers,

shareholders, policyholders, em-
ployes and agents, and the larger
interests of the society that
supports us. In its totality, this is
a challenge which gives the task
of management dimensions

reaching far beyond the balance
sheet." •

$1.02 million
award, record
for Canada

EDMONTON, ALBERTA-A
record award of $1.2 million was

declared by the Alberta supreme
court here to a 24 year old former
employe of Canadian National
Railway who is now a quadraple-
gic as a result of a trucking acci-
dent some two years ago.

The Insurance Bureau of Can-

ada confirmed this award to be

the largest ever given to an indi-
vidual. However the bureau was

not able to provide figures on the
previous high.

The greatest portion of the
award, $734,594, was to provide
future costs of care for James

Andrews. Another $150,000 was
given to compensate the man for
pain and suffering, loss of ameni-
ties and loss of life expectation.

THE JUDGE who handed

down the decision, Justice W. J.
C. Kirby, said the youth "now
faces a future of probably 45
years which he will spend either
in bed or in a wheelchair, de-
pendent upon others for assist-
ance in carrying out the basic
activities of bathing, dressing and

eating."
In an earlier j udgement handed

down by Justic Kirby, it was de-
termined that the truck driver,
Robert Anderson of the Grand &

Toy Co. was responsible for the
coLlision which caused Mr. An-

drews' present condition.
After the decision was handed

down James Andicus said "there

may be a chance I might be able
to work at the railroad again,
doing some type of clerical work.

I don't think I'd want to just sit
around." •

Speir buys Atlanta firm
Speir Insurance Agency Inc., of

Forest Park, Ga., purchased
Johnson & Schultz, Agents-Brok-
ers Inc. of Atlanta. Speir said the
acquisition is its third in the last
two months, and the agency is
now negotiating for the purchase
of four other Georgia insurance
agencies.

.



Hewitt predictions ...
Continued from page 1
funded vested liabilities-that is

to say, all promised benefits-up to
30% of the company's net worth.

Hewitt wonders if auditors will

require a company to show the
pension liability on its balance
sheet. When queried, Mr. Friedes
of Hewitt said his personal feel-
ing is that "the liability will have
to go on the books." He noted,
however, that a Hewitt survey of
CPA firms showed auditors

themselves undecided on how

this should be handled.

PLAN TERMINATION insur-

ance "is bound to cause substantial
concern" for employers, said Mr.

Paine, adding "perhaps more...
than any other provision of the
act." Under the law, employers
contributing to the plan or who
terminated the plan and who are
not insolvent, are liable to reim-
burse the new Pension Benefit

Guaranty Corp. for any insured
benefits it pays. The employer
must pay up to 100%, of the pres-
ent value of employer under-
funding, but not more than 30 %
of the employer's net worth, the
law provides. In the case of a
multi-employer plan, this contin-
gent liability is allocated among
employers who contributed during
the five years before termination

and the 30% limit applies sepa-
rately to each.

The optional insurance fund
which may be established in

1977, under which an employer is
released from any liability in re-

turn for an increased premium,
"may be the answer for some em-
ployers," Hewitt's Mr. Paine
noted. "But a large number of
funds will have no unfunded lia-

bilities, and they would need no
, coverage," he added, explaining

that this optional insurance plan
will probably be most attractive
to smaller companies or funds
which have a large number of
older employes.

AN EMPLOYER with a new

plan that has tremendous un-
funded liabilities may not be able
to terminate the plan without filing
for bankruptcy, Hewitt predicted.

"With respect to plan termina-
tion insurance, the potentially
biggest impact on employers is
not premium costs or the paper-
work involved but the liability
that is inherent and the effect

this may have on day-to-day
business operations," Hewitt be-
lieves. "If the plan's potential
termination liability must be re-
ported on the employer's finan-
cial statement, borrowing capabil-
ity-and, thus, future growth-
may be restricted. Banks may be
paying more attention to plan ter-

mination liability when consider-
ing loans," the consulting firm
concludes.

The altered-and broadened-

definition of a pension plan fidu-
ciary will force companies to
"take a closer look at managing
the manager of the pension

funds, and seeing that policies
are well-defined regarding the
administration of the plan and
the management of the funds,"
Mr. Paine believes. The key word
of the provisions regarding fidu-
ciaries, Hewitt says, is "discre-
tionary" as it relates to authority

or responsibility. Up to now,
fiduciary responsibility has been
limited to trustees of the fund or

those individuals having ultimate

Ketchum is re-elected
Chandler B. Ketchum, presi-

dent of the American Investment

Guaranty Corp. in Pittsburgh,
was reelected vp of the Ameri-
can Insurance Marketing Corp.
at the annual stockholders meet-

ing.

responsibility for the investment
of funds, said Mr. Paine.

Now, however, a fiduciary is
defined as any person having "dis-
cretionary" responsibility for man-

agement of the plan or the plan's
assets. "These would include in-

vestment advisors, the company's
retirement or investment commit-

tee, and possibly the company's fi-
nancial executive and president,"
he declared. The new fiduciary
standards apply to all funded

pension, profit-sharing and em-
ploye welfare plans, whether
plan assets are held by a trustee
or an insurance company, Hewitt

pointed out.
Fiduciaries are, under the new

law, personally liable to the plan
for losses resulting from breach
of duty and for personal profit,

Hewitt explained. "In addition,
they are subject to other appro-

priate equitable relief, including
removal," Hewitt noted.

Under the law, a plan is al-
lowed to purchase insurance to
cover its losses from a fiduciary

breach. A fiduciary may also
purchase insurance to cover per-
sonal liability, and an employer
or employe organization may
purchase insurance to cover the
liability of its employes or offi-
cers who are fiduciaries, the con-
sulting firm said, noting that
there is likely going to be a rush

to buy trustee and fiduciary lia-
bility insurance, despite the mar-
ket's lack of development in this
area to date. (Business Insurance,
August 19.)

THE LAW'S limitation on con-

tributions and benefits ( $75,000
annual benefit, or 100 % of average
compensation; and $25,000 annual

contribution, or 25% of compensa-
tion) will spur compensation man-

agers to "simgly offer the money
(to executives) in other forms,"
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such as deferred compensation con-
tracts or direct cash payments, Mr.
Paine predicted.

The law's funding regulations
could potentially cause em-

ployers to shift from final aver-
age pay plans to career average
pay plans with frequent updates,
Mr. Paine predicted. "Final aver-
age pay plans have developed as
a method for providing pension
benefits related to earnings in the
years just before retirement, but
a career average plan could ac-
complish the same objective if
the definition of pay were

changed regularly. The effect
would be to have career average

pay approximate final average
pay. The advantage is that lia-
bilities arising from such plan
amendments could be known at

the time of amendment and

amortized over 30 years," Mr.
Paine detailed.

"In view of these new funding

restrictions, some companies may
wish to guarantee each year's

benefit accrual, rather than fu-
ture benefits related to an em-

ploye's pay near retirement. In
this way, the law may influence
an important area of plan design,"
he added.

ALTHOUGH THE law will

probably discourage employers
from starting up new private pen-
sions plans, Hewitt expects "some
expansion" in the pension system
due to the tax advantages estab-
lished for individuals who put
money away for retirement, and
also possibly due to the industrial
union drive to get smaller employ-
ers into pooled pension plans.

Unions may shift somewhat in
their bargaining demands as a
result of certain pension benefit
restrictions, Mr. Paine said. "It
may be that urtions will prefer to
take their additional dollars in

forms other than pensions" in the
future, he said, noting, however,
that unions traditionally have not
gone for profit-sharing. •
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< 1 19%
Joy Kees, Group Claims, Dallas

QUICK,
WHERE DO GROUP CLAIMS PEOPLE
OUTNUMBER SALES PEOPLE 3 TO l?

By having three times as
manyclaims people assales
people, CG Group has been able
to handle itsclaims more accu-

rately. And trim processing times
to the bone in both health and

life insurance. Far as we know,
noothermajor insurance com-
pany processes its group claims
anyquicker.

1 »B-_
CONNECTICUT GENERAL LIFE INSURANCE COMPANY, HARTFORD
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Pension integration to
receive more emphasis

CHICAGO-In coming years,
pension plans will increasingly
provide for integration with So-
cial Security.

"With Social Security doing a
bigger and bigger job for all per-
sons, many companies won't need
to keep increasing normal retire-
ment benefits as they have in the
past," predicts Thomas H. Paine,
New York managing partner of
Hewitt Assoc., here.

"We expect to see a leveling off
of pay replacement levels," he
declared, along with more em-
phasis on pay replacement of
earnings beyond the Social Se-
curity wage base.

"Historically, most hourly plans
and a number of salaried plans
have not been integrated. But I

C

think that trend is going to
turn around. As benefit planners
realize that Social Security levels
are growing and that the exact
amount of growth is unpredicta--
ble, they will become more anx-
ious to install integrated benefit
formulas which hedge against the
risk of providing too much total
retirement income," he stated.
The new federal pension law al-
lows integration on pension ben-
efits with Social Security levels.

THAT INTEGRATION could
take the form of lids on retirement
benefits, similar to the lida negoti-
ated into union contracts by the
United Steel Workers as part of its
settlements with the can-manu-

facturing and steel industries.

Che Lin

Manager
Hong Kong

Matthews G. Jefferson

Managing Director
Australia

Under those contracts, retired un-
ion employes can receive a maxi-
mum of 85 % of pay including So-
cial Security. If the total goes high-
er the private pension is lowered.

Mr. Paine also predicted that if
there is such a decline in normal

retirement benefits, "we will
probably see increases in ancil-
lary benefits" such as early re-
tirement provisions and cost-of-
living escalators.

Death benefit improvements
could also become more popular
as a result of integration of pen-
sions with Social Security, he
said. "Pre-retirement spouse's
benefits are now offered in about

half of all hourly and salaried
plans, and post-retirement bene-
fits other than joint and survivor
options are included in about
30 % of hourly plans and about
20% of salaried plans," he said.

A fourth possible result of the
increase in Social Security bene-
fits is that fixed benefit plans
will concentrate on the higher-

Guy de Repentigny
Executive Vice President

Montreal. Canada

Renzo Gasparini
Amministratore Delegato

I I Miano, /tatia
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1 t.-. ' the world,

we speak
your language.

In Italy, we speak Italian. In
Hong Kong, we speak Chinese.
In Quebec, we speak French.

And everywhere, we speak
insurance-exactly as you hear
it spoken in New York or Chicago
or Main Street, U.S.A.

Two things make this possible.
It starts with the managers

and other professionals in each

of our overseas offices They're
nationals working in their home
country. So they know their
way around.They know the peo-
pie, the customs, and the com-
mercial climate better than any
"outsider" ever could.

But just as important they're
equipped to provide the full
services and expertise of Marsh

paid employe, Mr. Paine projected.
"We may see companies that have
not yet adopted a pension plan
never adopt one for hourly and
clerical people," he said. "Instead,
pensions may become more like the
'top hat' schemes that exist in some
parts of the world."

HE ALSO sees a shift away
from fixed benefit pension plans,
toward capital accumulation

plans-such as profit-sharing,
and savings or thrift plans-or
fixed contribution pension plans
"to which funding and insurance
regulations of the law do not
apply since there is no promised
level of benefits."

Until the final moment of

House passage, the pension re-
form bill provided for an integra-
tion "freeze". The provision was
deleted at the last minute, but
Congress is, nonetheless, charged
with "responsibility to study in-
tegration over the next two
years," Mr. Paine concluded. •
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& McLennan.This includes

insurance of all kinds, benefits

program development and loss
prevention control (through
M&M Protection Consultants).

So if you do business over-
seas. these are people you can
count on to take good care of
your insurance needs.They
know what they're talking about.
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The Knowledge Broker

Certain kinds

of 'cafeteria'

plans frozen
by new law

CHICAGO-Under the provi-
sions of the Employe Retirement
Income Security Act of 1974, em-
ployers are prohibited from start-
ing up certain kinds of cafeteria
benefit plans until Jan. 1, 1977.

The provision, contained in the
part of the law having to do with
Internal Revenue Service tax

treatment of salary reduction and
cash or deferred profit-sharing
plans, says that after June 27,
1974 and until the 1977 date, there
is a "freeze" on these plans, as well
as the so-called cafeteria plans.

The law defines a cafeteria plan
as one in which employes may
have a choice between certain

fringe benefits, some of which
would constitute taxable income

to the employe, whereas other
forms·of benefit might not.

TOM WOOD, partner at Hewitt
Assoc., noted that it has been said
that the IRS could rule against
any plan which is started be-
tween the 1974 and 1977 dates
and which has a cash option in its
overall benefit choices, disallow-
ing the tax deductibility of con-
tributions to those plans.

He believes the cash option part
of the cafeteria plan is the impor-
tant point for employers to con-
sider.

For new plans, the value of any
benefits selected under a cafete-
ria plan are to be includable in
the employe's income until at
least Jan. 1, 1977, the law states.

Meanwhile, Congress will begin
a major study of the procedure for
handling benefits paid under these
plans.

Information

requirements
of new law

CHICAGO-E very employer
with a pension, profit-sharing or
welfare benefit plan must furnish
participants and beneficiaries of
plans with detailed benefit infor-
mation starting with plan years
beginning in 1975.

The written materials required
to be furnished under the new
federal pension ref6rm law in-
clude:

• information on the individ-
ual's vested benefits;

• a comprehensive detailed de-
scription of the plan;

• a statement of assets and lia-

bilities, receipts and disburse-
ments, the ratio of assets to
liabilities, and any other material
necessary to summarize the latest
annual report, written in language
which will be understood by the
average employe.

PARTICIPANTS must receive
updated plan descriptions and
summaries every fwe years.

In addition to informing em-
ployes about the plan, an em-
ployer must make a comprehensive
annual report to the secretary of
Labor.

This is to include an audit of

the fund by an independent quali-
fied accountant, an actuarial valua-
tion of the fund's assets and lia-

bilities by an enrolled actuary, a
schedule of benefits paid, leases
and loans in default, and any other
material information about the

plan's status. •



University of Michigan: An education
and cha//enge in risk management

By STEPHEN GOOD

ANN ARBOR, MI.-Question:
Who manages insurance for a
city of buildings, an army of peo-
ple, a fleet of ships, an airport, a
hospital, a football stadium, a nu-
clear reactor, and a missile launch-
ing site?

Answer: William Ryan, risk
manager for the Univerity of Mi-
chigan.

"A major university has almost
every exposure that maj or indus-
trial or consumer firms would
have," Mr. Ryan told Business
Insurance in a recent interview
"But we also have exposures they
never dreamed of."

In all, the University of Michi-
gan has about $600 million worth
of property, scattered around Mi-
chigan and the world. Mr. Ryan
spends much of his time simply
keeping tabs on the university's
myriad activities and their relat-
ed risks.

"A GOOD RISK manager

would not be in his office most of
the time because of all the activi-
ties that are constatnly going on,"
he said. "A big university con-
sists of a great many departments
that are acting autonomously
That's the only way a university
can really operate. And a risk
manager must maintain a good
personal relationship with all the
departments."

Mr. Ryan often takes extensive
trips to inspect the various uni
versity operations, or to attend in
surance-related conferences. "My
philosophy is to go anywhere
anytime if it looks like you're
going to learn something," he ex
plained.

Traveling is almost a habit
with Mr. Ryan. Before coming to
the university, he headed an in
vestment consulting firm in Ha
waii. As a representative for
many Oriental companies, Mr
Ryan criss-crossed Asia and cir
cled the world twice. He ls

fluent in Japanese, a skill the
army ordered him to learn in
World War II.

Today he works with a staff of
six, including two insurance ana
lysts, with an additional claims
coordinator in the 1,000-bed uni
versity hospital.

From his office in the general
administration building's base
ment, Mr. Ryan masterminds the
property-liability insurance plan
ning for a school with 1,100 build
ings, 23,000 employes and cam
puses in Ann Arbor, Flint and
Dearborn.

THE FORMIDABLE task of

insuring all this is eased by a
flexible self-insurance program
With its permanent self-insur
ance reserves, the university is
able to accept varying deducti
bles and new risks with relative

ease, giving Mr. Ryan the ma
neuverability he needs to handle
insurance for the dynamic institu
tion.

"We're way ahead of the game
in self-insurance," he said. "We

have an ongoing, efficient, per
manently-funded program.

"It's unique. The darn thing
works."

The self-insurance pool also
pays the insurance departmept's
operating costs and· salaries. This
arrangement was begun in 1968,
according to Mr. Ryan.

Each year, Mr. Ryan explained,
the insurance department appro-
priates funds from each revenue-
producing department according
to the department's size and
risks. If the department is not
revenue-producing, like the school

of philosophy, its share comes from
the general fund. The reserve pool
is managed by the university in-
vestment office, and returns on any
investments go directly into the
pool.

FOR THE maintenance of an
adequate self-insurance fund, Mr.
Ryan suggested as a rule of
thumb that "it's prudent to have
ten times the maximum possible
loss in the pool." In Michigan's
case, the largest deductible Mr.
Ryan has to worry about is $50,-
000.

The funded self-insurance pro-

grarn was initiated about 15

years ago. Because of its success,
the university is thinking of ex-
panding the plan "greatly." For ex-
ample, Mr. Ryan is currently look-
ing into the possibilities of a self-
insured workmen's compensation
program.

The university also has a well-
structured insurance plan built
on its foundation of self-insur-
ance. Mr. Ryan said he uses one
broker, Alexander & Alexander,
through the Detroit Insurance
Agency.

"We have used other agencies
in the past," he pointed out. "We
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An ae,ial view of tne Liiversity of Michigan campus.

will moye when necessary, as cir-
curn:tances demand."

Michigan buys covE rage from
a sizeable number of insurance

It started out as a small fire

But small fires can rapidly turn into large costly
blazes... the kind that shut down entire plants and
destroy hard to replace machinery. In today's world of
shortages and long lead times, you can't afford to
lose one machine much less an entire plant.

That's where Ansul can help. We can't prevent
fires. But we can put out the fire before it has a
chance to cause severe damage.

companies. Factory Insurance

Assn. underwrites a blanket

property policy with a limit of al-
Continued on page 40

Our people are fire Frotection experts. \Ae ana'yze
your fire p-otection needs, specify the correct
equipmen-. and t-ain your people to use it.

To lea ho,4 we can help you, call your A-,sul Man,
he's in treve low Pages or write for our current
literature f le.

The ArtEd Company, Marinette, Wiscons n 54143

Ansul Solves Fire Protection Problems

n
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U niversity ...
Continued from page 39
most $600 million. Hartford Fire
Insurance Co. covers workmen's

compensation and additional

properties. Boiler and machinery
coverage is placed with Royal
Globe, and CNA has the uni-
versity's directors' and officers' li-
ability and errors and omissions
policies as well as accident and
health insurance for the employ-
es.

Aetna Casualty & Surety,
USIAG and St. Paul Fire & Ma-
rine are used for various other

insurance policies.
Coverage costs for the last year

totalled almost $1.4 million, ac-
cording to the insurance office's
annual report released August 15.
But for the price, Mr. Ryan said,
his university is very thoroughly
insured. These costs would un-

doubtedly be higher without the
self-insurance pool and the cen-

tralized insurance department it
supports.

Like most universities and col-

leges, Michigan's insurance costs
leaped during the 1969-70 pe-
riod of student unrest. "It was

an era of trauma for all of us,"
Mr. Ryan recalled. "Not so much
for what was happening on cam-
puses, but for the reaction of the
insurance industry and for the
publicity of what was happening
on the campuses.

"SOME GOOD came out of it,"
he added. "It prompted a great
many of us to realize the value of
sound risk management prin-
ciples."

A good risk manager's prime
purpose is to reduce losses, Mr.
Ryan pointed out. This should be
done through control and reduc-
tion of risks, along with the prop-
er management of self-insurance,
premium payments and adminis-
trative costs.

Mr. Ryan belongs to a couple

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

Over 1000 companies inthe "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 * 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.

A typical unidersity scere

1 1

of organiza:ions designed as fo-
rums for uniF ersity insurance
managers who wans to share
their exper.ences in ttis unique

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 reti r-

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

r

0

corner of risk management. The
University Insurance Managers
Assn. is the largest group, with
about 70 members.

"We're constantly comparing
notes with dozens of universities

across the country," he said. "It's
mostly an organization for ex-
change of information."

Mr. Ryan is also a member and
chairman of the insurance corn-

mittee of the Michigan Council of
State College Presidents. This
group, composed of insurance
managers from 13 state schools,
operates a joint risk management
information system that compu-
terizes all the loss information

from each school.

"WE HAVE A much better pie-
ture of what our own loss picture
is individually, when compared
to the others," he noted. "And it's
very good for analysis of trends
in losses."

Mr. Ryan said he would like to
see a standardization of insur-

issue time 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 * deserves its
high position in the
standings.

To f ind 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_

ance policies for universities. "If
universites get together and stand-
ardize requirements and then go to
the insurance industry and say
'this is what we need, can you
write it?' I think the insurance in-
dustry is going to say 'Yes. '"

ONE AREA OF concern common
to university risk managers is gen-
eral liability and the issue of im-
munity. "Universities can't rest
any more on governmental immu-
nity in liability cases," Mr. Ryan
explained. "The U.S. Supreme
Court said there is no absolute

immunity for employes of state
governments. Every case must be
judged on its own merits."

The Assn. of American Col-
leges and seven other school
groups have proposed that a
study be made of the liability of
colleges, their trustees and offi-
cers. It notes that "the recent

proliferation of litigation and the
absence of well-established legal
preedents so far as the liability
of non-profit corporations is con-
cerned have resulted in consider-

able uncertainty about the nature
and extent of a college's or
university's exposure to liability
suits, and even greater uncertain-
ty as to the available mechanisms
for dealing with the problem."

But Mr. Ryan said he has a
new coverage to protect the uni-
versity against such a growing lia-
bility exposure. A three-year
policy was purchased from CNA
which combines D&0 and E&0

coverage in a single policy, cov-
ering all employes from the
board of regents down to cafete-
ria dishwashers. •

Verify OSHA
inspector s
credentials

HARTFORD--John E. Blasko,
general manager of the Motor
Transport Assn. of Connecticut
(MTAC) Inc., has issued a bulle-
tin urging members to make pos-
itive identification of anyone
purporting to be an Occupational
Safety and Health Administra-
tion (OSHA) inspector.

"We have learned," the bulle-
tin said, "that persons posing as
OSHA compliance officers have
gained entrance to workplaces
with the intention of 'easing the
place' for future attempts at theft
or of 'spying' on secret industrial
procedures.

"Both the federal and state

OSHA directors," Mr. Blasko
continue, "welcome phone calls
from companies for the purpose
of verifying the inspector's cre-
dentials. If you get a phone call
from someone saying he is an
OSHA inspector, and if you have
the slightest doubt as to his au-
thenticity, call him back at the
OSHA number.

"If you determine that you
have an imposter on your hands,"
Mr. Blasko said, "notify either
the state or federal authorities or

the local police and, if possible,
stall the person until help ar-
rives." m

INA offers group auto
Insurance Co. of North Ameri-

ca (INA) began offering a group
auto insurance plan last month,
underwritten through its subsidi-

ary, Allied Insurance Co. The
carrier is making group auto cover-
age available as part of an em-
ploye benefit package. The plan
has been approved in Michigan,
Missouri, North and South

Dakota, Pennsylvania and Wis-
consin. A special program has
been made available in California

where true group ratings are pro-
hibited.



V\#lere billions of
dollars of insurance,
asset conservation

and benefit dedsions
are macL

"

Thecorporateconsumer of insurance, employe benefits,
safety/security and financialserviceshasabigresponsibility.

Hemaybean administrativeexecutive. Ora financial

executive. Or perhaps a risk manager, employebenefitsadmini-
stratoror insurance director. Whatever,it's his job to
approvethebuyingof all majorriskprotection
and employe benefits programs 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.

Sure, there are many insurance trade publications
whichare edited for sellersand underwriters. And then

there's Business Insurance, the newsmagazine which t *7'renr-
zeroes in on'the important administrative/ financial//
risk management executivein acorporation.

Businesslnsuranceisthenewsmaga- --- - --
zinc that just had to be. That's because A L 1 : f
it gives thisaudiencethe newsand timely R » 1 2 # , 0
features it needs to perform its function. And

Businesslnsurancedoesall thisevery- other-Mondaythroughout theyear.

insurance is just part of it.
Sure, the Business Insurance audience buys commercial

Hlsuranceand employe benefits plans.
But, that'snot all. These inf uential executives also

appoint insurarcebrokersandagents, theyspeci fysafetyandADMINISTRATIVE securitysystems toprotect billions of dollars in corporateassets
EXECUTIVES andthe wellbeingof millionsof wo-kers. . theyare responsible

to top management for losscontroland accident pre-
Owners, vention. Manyof themare deeply involved in thedesign of
presidents, payroll deducted savingsand insurance plans.

They are interested and concernedvice-presidents,
about better healtl- careand maintenance.

general managers, & all of which ispart of good risk management.
So, if you'rea company which suppliesother administrative

anyof theseservicesand financial needs,h personnel
Business Insuranceis the newsmagazine which

'

--- can bestdothejobtohelp you keepyour
' FINANCIAL , name in front of thesedecision makers.

EXECUTIVES For more details, call Don Walsh

at (212) 986-5050. Or write: Business
Insurance, 708 Third Avenue,

New York, N.Y. 10017.

Chief financial officers,

vice-presidents
of finance,

secretafies, treasurers,

A 1 & other
1
« financial executives 7

. 3 1,» Af b.,siness9!/I.
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 RISK KNIC
1 MANAGERS
I Insurance managers,
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F Prevention managers
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the news magazine that just had to be.
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business insurance

Directory of Commercial Insufance

Agents & Brokers 1974 Edition

4 11:Ii,r::c./ 1.'1,4 111€:.

011'ectory ol

Commercial

insurance

Agents & Brokers

The Directory contains comprehensive. up-to-date
information-including financial data-on lead-
ing insurance agents and brokers serving cor-
porate consumers of insurance and employe ben-
efit plans; and editorial features which analyze
the agency and brokerage business.

The Directory is available at $4.95 per copy;
$3.95 per copy on orders of ten or more. Make
checks or money orders payable to Business
Insurance and mail. with coupon. to Business
Insurance Directory, 740 Rush Street, Chicago,
Illinois 60611. (Illinois residents add 5% sales
tax.)

Special merchandising opportunities are avail-
able for Directory advertisers. For more informa-
tion call (212) 986-5050.

Please send me r,ipyR) of the Business Insurance

Directory of Commercial Insurance Agents & Brokers, 1974 edition.
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Company

Addre,q

City StAtA 7ip

business insurance
740 Rush St., Chicago, 111. 60611

We are pleased to announce that

we have merged our firm into

and that

John G. Bacon and Wilson Chinnock

have been elected

Vice Preside'nts of Schi# Terhettbe

E#ective this date

we will be in ournelo quarten at the head o#ice

100 William Street

New York, New York 10038

Telephone Number: ( 212) 944-3700

Bacon & Chinnock Inc.

Insurer says firms are buying more
product liability, recall covers now

NEWARK, N.J.-Product liabili-
ty insurance is on the upswing
again, following several years of
popularity alternating with buyer
disinterest.

Richard E. Schroeder, director
of home office engineering, Amer-
ican Mutual Liability Insurance Co.
summed up the current situation
in a panel wrap-up session at the
fifth annual Product Liability Pre-
vention conference at the Newark

College of Engineering.
"There was great interest in

product liability insurance by man-
ufacturers until the enactment of

the Occupational Safety and
Health Act," he said in an inter-
view after the session. "OSHA took

so much of the manufacturers' at-

tention, product liability sat on the
back burner for about two and a

half years. Now manufacturers are
looking into it again."

THE PROBLEM WITH product
liability insurance, Mr. Schroeder

believes, is deciding "how much
coverage is necessary?"

For most products there's no his-
tory of liability cases, he continued
"For some, we can only guess at
what premium rates should be."

American Mutual writes "a lot

of product liability insurance with
premiums in the $300 to $1,000
range, as part of general liability
policies," Mr. Schroeder said, "But
that amount of coverage won't even
pay for an investigation into a dam
age claim."

Apparently manufacturers are
self-insuring for the balance, Mr.
Schroeder said. "It's up to the man-

ufacturer to face the option of self-
insurance."

Product recall insurance is a pop-

ular item with manufacturers, Mr.
Schroeder noted in his panel pre
sentation, "but it's tough to find a
company to write it."

AMERICAN MUTUAL doesn't

write recall inurance, Mr. Schroe
der said, "and our underwriters
tell me they have no intention of
doing so in the future."

Asked by a member of the
audience, (the majority of which
was manufacturing industry rep-
resentatives) if he subscribes to

Iniury survey
due from

Labor dept.
WASHINGTON-The Bureau

of Labor Statistics is to report on
the status of its 1973 survey of
occupational injuries and illness-
es when the Labor department's

business research advisory coun-
cil committee on occupational
safety and health statistics meets
here Sept. 10.

The 1973 survey is the second
in a program that began in 1972.
The results are not expected to
be available until later this year.
The study covers about 650,000
employers.

The 24-member committee is

chaired by Cole A. Allen, vp-en-
gineering, American Mutual Lia-
bility Insurance Co., Wakefield,
Ma. The vice chairman is Edward

N. Deck, manager of safety, se-
curity, and plant protection, Gen-
eral Electric Co.

Other members on the commit-

tee represent such major firms as
Ford Motor Co., Standard Oil

(Ohio), Pennzoil Co., Kaiser Alu-
minum and Chemical Co., and
American Telephone and Tele-
graph Co.

The committee normally meets
three times a year. •

the no-fault concept of product
liability insurance, Mr. Schroeder
replied, "I subscribe to the impo-
sition of fault."

"It should be a responsibility of
the manufacturer that he be liable

for any product he releases in the
market," he added.

At present, "We're in a trade-off
situation," Mr. Schroeder com-
mented. Ultimately standards such

spotlight on
products
liability

as those enforced by the Consumer
Product Safety Commission will
produce safer products, and there-
fore fewer claims filed.

Another member of the audience

proposed that manufacturers with
a good prevention program for
product liability be granted dis-
counts on product liability insur-
ance, comparable to safe driver

liability policies.
"The base for such credit is so

small," Mr. Schroeder replied, "it
would be difficult to arrange an
adjustment."

Product liability insurance pre-
miums are "relatively small," Mr.
Schroeder continued, though they
are being increased.

DEPENDING UPON what rate
schedule a manufacturer is grouped
in, his premiums could range from
low to high, he said. "And we can't
tell him exactly what to do to
change his rating."

Other speakers in the last ses-
sions of the three-day conference
emphasized coordination among
departments, from design engineers
to risk managers to sales and mar-
keting as vital to prevention of
product liability losses.

Free access to information about

products rather than secrecy, is in
the best interests of the industrial

community, John Mihalasky, pro-
fessor of industrial engineering at
Newark College, said. •

CC

PLANNING, EVALUA

E] RISK MANAGEMENT
I Identify and evaluate
exposures

I Analyze the tinancial
implications of the eXposures

I Critically review and
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costs and plans

1 Consider alternatives to
insurance: self-insurance,
non-insurance, deductibles and
other financial arrangements

I Explore captive insurance
companies

I Prepare specifications and
analyze proposals
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I Prepare specifications when
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insurance, minimum premium
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I Continue program mainte-
nance to keep costs in proper
relation to other corporate costs
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foreign insurance, mass
marketing, National Health
Insurance. and new legislation
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Speakers stress need for product no-fault
By MARGARET LeROUX

Mr. Hutchinson

NEWARK, N.J.-The pressing
need to get no-fault coverage out
of the discussion stage and into
practical application in the area
of product liability became ap-
parent as manufacturers, lawyers
and insurance industry spokes-
men debated here at the fifth

annual product liability preven-
tion conference.

At an afternoon session of the

three-day Newark College of En-
gineering conference, Richard B.
Abell, member of the Reilly &
Fogwell law frm, West Chester,
Pa., proposed a form of no-fault
manufacturers' insurance similar

to workmen's compensation plans,
to "balance the necessity of econo-
my with that of responsibility for
an innocent and injured employe
or consumer."

The trend favoring plaintiffs in
current liability cases means, Mr.
Abell stated, that "if a manufac-
turer wishes his interest to be

preserved, then industry must
take the initiative in this form of

coverage."

AN APPLIANCE manufactur-

ing spokesman cited the "exorbi-
tant product liability premiums"
which make the no-fault approach
attractive.

"But let's not just talk about
it," he urged. "We've been talk-
ing for years now; it's time to
take some action."

Prevention of litigation was
another recurring theme through-
out the first day of the conference.

Charles H. Brokaw, director of
quality assurance, Coca-Cola USA,
stated that "a well-planned and
responsibly executed quality con-
trol program is a necessary ingre-

dient" in the prevention of litiga-
tion involving product liability.

Components of such a program
necessarily include setting qual-
ity standards, appraising confor-
mance of product to standards,
acting when standards are not
met and planning for improve-
ments in attainment of the stan-

dards, Mr. Brockaw outlined.
Further, he continued, quality

control personnel should partici-
pate in formal design review and
there should be feedback from
consumers and the field.

MANAGEMENT MUST assign
responsibility and give authority
to its quality control department,
Mr. Brockaw said, advising that
the department should operate
independently from production.

"For those who specialize in
strict tort liability cases," he
added, "Please note... even this
ideal quality control program
would not necessarily prevent
adverse judgments." However,
mitigation may be more likely
where quality control programs
exist, he added.

Another type of prevention-
voluntary consensus standards-
"faces the greatest challenge in
its history," Roy P. Trowbridge,
president, American National

Standards Institute, declared in a
banquet address.

The "staggering rise in the
number of product liability suits
-more than half a million last
year," along with substantial set-
tlement costs, present the chal-
lenge, Mr. Trowbridge said.

A consensus standard is, by
definition, approved by ANSI
and is acceptable to all parties
concerned, Mr. Trowbridge ex-
plained, "and acceptable stan-
dards are in the long run the
most workable standards."

Responding to criticism by the
Consumer Product Safety Com-
mission that consensus standards

provide no real pressure to reach
any sort of performance criteria
and that the highest level of safe-

ty does not result from consensus
standards, Mr. Trowbridge con-
tended, "The compromises repre-
sented by consensus standards re-
fleet careful weighing of many
conflicting factors by people who
are well qualified...to evaluate
them."

spotlight on
products
liability

"A document that is accepted by
those regulated as well as by the
regulators means fewer enforce-
ment problems... and therefore
quicker achievement of desired
safety goals," he stated.

"Observance of standards is at

least a potential defense in court,"

he said. "What we need from in-
dustry is policy-level recognition
of the high value of voluntary
standards."

QUALITY CONTROL programs
and high level standards notwith-
standing, manufacturers should
be prepared for the possibility of
a product recall. Joseph F.
Hutchison, vp-product quality
and safety, Goodyear Tire &
Rubber Co., outlined problem areas
in any recall campaign.

"... Manufadturers should be

careful to prepare their own or-
ganzation; company owned stores
and dealers must be aware of a re-

call campaign immediately."
"... Make certain that all classes

of customers are hotified.

"... Comply with all the legal
requirements, both in the U.S.
and foreign countries if the prod-

..

For over 6 years, Bankers
Security has been writing group
life plans providing permanent
insurance for employee groups.
When the Internal Revenue Serv-

ice recently revised the require-
ments under section 79, we im-
mediately redesigned our group
ordinary plan to comply.

And to comply...isto allow
you and your clients an unusual
opportunity. Because a qualified
GO plan provides an employer -

Name

Address
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Phone

State 7ip +

uct has been exported.
There should be someone at a

high level in a manufacturing
company who has the responsi-
bility for product quality, safety
and compliance with government
regulations to coordinate the re-

0043&'AL.44*
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call campaign,
added.

"Last," he concluded, "make
certain that the entire organiza-
tion.... understands the impor-
tance of quality control to pre-
vent recalls at the source." •

MATTHEWS-DANIEL
COMPANY

7015 GULF FREEWAY, SUITE 232

P.O. BOX 26836, HOUSTON, TEXAS 77032
TELEPHONE 713 644-1971

SURVEYORS • ADJUSTERS

DRILLING RIGS • WELL SERVICE UNITS

SPECIALIZED PETROLEUM SERVICE EQUIPMENT

COMMERCIAL HULLS • OFFSHORE STRUCTURES

®®

with a cost ultimately lower than
"pure" term coverage; while his
employees receive level-premium
insurance (with cash & paid-up
values) available through Salary
Deduction.

Certainly, GO provides
another well appreciated fringe
benefit that won't cost your client
one dollar from profits.

"79"in "74". Learn more to-

day by returning the coupon
below.

* Bankers Security
LIFE INSURANCE SOCIETY

Executive Office: 1707 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Home Office: 475 Park Avenue South

New York, New York 10016

... operating in all 50 states
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Product liability prevention is more
than iust assuring safety: Speakers

NEWARK, N.J.-Selling man-
ufacturers on the need for prod-
ucts liability prevention rather
than providing the safety func-
tion is the role of insurance com-

panies, John E. Russell, assistant
vp, Maryland Casualty Co. said
in a luncheon address to the fifth

annual Product Liability Preven-
tion conference here.,

"Product liability control is an
important multi-discipline en-
important multi-discipline endeav-
or," Mr. Russell stated. "Neither
the insurance company nor the
trade associations, nor the govern-
ment, of themselves can handle the
products liability function for any
company."

Insurance company safety rep-
resentatives can provide manufac-

turers with valuable information,
ranging from a quality control pro-
gram setup to the latest changes in
areas of product liability, Mr. Rus-
sell explained.

spotlight on
products
liability

"While the threat of cancel-
lation is the only force available
to the insurance carrier," he con-
cluded, "we believe a person-to-
person approach has considerable
impact."

In an earlier session, C. P.
Cairelli, consultant, Hartford In-

surance Group outlined methods
of product loss control.

"One of the most common
causes of product claims is a
physical feature of the product,"
Mr. Cairelli said, when "good,
substantial functional design" is
compromised "for visually more
appealing design."

There are strong indicators in
the market, however, he added,
"that the periodic new model
concept is being abandoned."

This approach may well be the
most economical way of safety
testing, the consultant noted.

Mr. Cairelli warned manufac-
turers against being lulled into
the false security of meeting
minimum safety standards.

"Often 'getting-by' is the only

If there were no Business Insurance,
how could you reach

all levels of the

Safety/Security Market?

You couldn't.

Not in a single medium, anyway. That's because no one publication
serves the vital information needs at all levels of asset conservation

in such areas as safety, security, loss prevention, OSHA compliance,
etc. But, by adding Business Insurance, you reach the executives who
are responsible for protecting hundreds of billions of dollars in assets
and property, and nearly 50 million employes of over 16,000 corpora-
tions. And your message is surrounded byan environment of news
coverage so essential to this audience.
Special Safety/Security Issue, September 30.
A critically important issue that goes right to the heart of this major
responsibility of Business Insurance readers-preventing losses, or,
at least, reducing the risk of losses. Hard-hitting stories will focus on
some of the thorniest safety and security problems found in business
and industry. Topics will include:
• How the integration of multiple security systems helps retailers

reduce stock shortages.
• Advances in computer fraud prevention.
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objective considered," he said,
"and effort in that direction is
terminated once compliance is
attained."

CURRENT EXPERIENCE in-
dicates a need for more formal
product loss control procedures
and channels of communication,
Mr. Cairelli concluded, involving
"all departments and all employ-
es in the effort."

Top management personnel
should be particularly aware of
product liability prevention meas-
ures, according to another confer-
ence speaker, James D. Skinner,
Skil Corp., who pointed to section
21 of the Consumer Product Safety
Act as providing that fines of $50,-
000 or imprisonment or both can be
imposed on willful violators who
have been notified of non-compli-
ance.

In several pub1ic statements by
members of the Consumer Prod-
uct Safety Commission, Mr. Skin-
ner said, "they feel imprisonment

• The corporate safety engineer's role in risk management.
· The effect of building codes on high rise fire safety, and what

they mean to the risk manager.
· An update of in-plant health testing systems and preventive

diagnosis.
· Impact of the Consumer Product Safety Commission's activism.

The right audience.
Risk Managers and others responsible for loss prevention and asset
conservation represent an influential audience for your products and
systems. And, according to the national research firm of Erdos &
Morgan, these readers are not only responsible for loss control and
accident prevention, but they also specify safety and security systems.
That's why firms that market safety/security products and services
will benefit from advertising in this special issue.
Closing date is September 18. Reserve your space now.
For more details, or to order space, contact
Don Walsh at 212/986-5050. Or write Business Insurance 708 Third
Ave., N.Y. 10017.
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the newsmagazinethat just had to be.
Business Insurance, 708 Third Avenue, N.Y., N.Y. 10017
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will be their most effective weapon
in forcing compliance."

Statements by R. David Pittle,
CPSC commissioner, however,
contradicted Mr. Skinner's view of
the commission.

The commissioner told the con-
ference he placed "little faith in
product liability litigation to ade-
quately cope with the problem of
preventing consunner product
accidents."

LAWSUITS ARE win-lose

propositions, Mr. Pittle noted.
They neither effectively decide
the degree of blame attributable
to the victim and to the product
nor is there a systematic follow-
up on a lawsuit to determine
whether the defect which caused
the plaintiff's injury has been
corrected.

One area in which the CPSC is

acting to facilitate manufactur-
er's product liability litigation,
however, is by sending complaint
letters to manufacturers.

"We are well on the way to
drafting regulations under sec-
tion 16 (b) to require industry to
keep all (complaint) letters in
accessible files," Mr. Pittle stat-
ed. "It is my understanding these
files would be open to discovery
proceedings during the course of
a lawsuit." =

Dimension of

futuristic

product risks
'incredible'

NEWARK, N.J.-The minds of
risk managers and insurance in-
dustry representatives alike were
boggled at the scenario of advances
in telecommunications technology
over the next 20 years which will
greatly alter the dimensions of
product liability exposures, accord-
ing to Marvin J. Cetron, president,
Forecasting International Ltd.

Mr. Cetron predicted radical
changes in health care, banking
and education as computers and
data banks replace hospitals,
schools and currency. He spoke at
the fifth annual Product Liability
Prevention conference here. Mr.
Cetron foresees mobile units

telemetering patient information
via diagnostic computers, cable
hook-ups in patient homes that
can moniter life systems by re-
mote control by the year 1983;
electronic funds transfer via

computer, replacing paper-based
currency by 1993, and, he predicts
completely replacing checks with
bank credit-type cards by the
year 2000.

BY 1993 the education system
will make extensive use of tele-
communications systems, and at-
home terminals capable of utiliz-
ing computers for instruction will
become commonplace, he predicts.

These massive changes wiIL di-
rectly affect product liability, Mr.
Cetron noted. "Who will be liable
if the computer of the telecom-
munications equipment malfunc-
tions with the possibilities of a
wide variety of damaging results?"
he wonders.

In future education systems
using telecommunications tech-
nology, "If the pupil's progress
isn't up to par," he continued
"where in the chain between the
source and user, (including the
manufacturer, installer, person
monitoring the equipment) will
responsibility lie?"

Electronic fund transfers or
banking will be the potential
source of complex cases involv-
ing fraud and theft, Mr. Cetron
added.

Continued on page 45



Justice dept. tells attorneys
not to restrict group legal plans

WASHINGTON-The Justice

department this month strongly
backed open competition between
closed and open panel group legal
service plans in warning the Cal-
ifornia Bar Assn. that it has

"serious antitrust obj ections" to
the association open panel plan
proposal.

The Justice department and
lawyers' groups, primarily the
American Bar Assn., have been
wrangling for months over the
status of prepaid group legal
plans.

The ABA in February adopted
rules that would give it authority
to approve group plans, raising
fears that the association could

make it very difficult, if not im-
possible, for closed panel plans to
be established.

THE CALIFORNIA bar associa-

tion proposal appeared to raise
obstacles to closed panel plans
that the antitrust division found

objectionable.
Open panel plans allow a

group member to choose his own
attorney, who would be paid
from group funds. Closed panel
plans contract with a definite
group of attorneys, and group
members are required to accept
legal services from within that
group in most circumstances.

Organized labor 'is very inter-
ested in group legal plans as a
new fringe benefit and they
argue that much closer monitor-
ing of costs and quality of service
is possible under the closed panel
system.

"The most important barrier to
our approval of the proposal was
what we viewed as the discrimi-

natory rules of the (California)
state bar association, which are
similar to the Houston amend-

ments," Justice department anti-
trust chief Thomas E. Kauper
told the national Conference of

bar presidents this month.

"THESE RULES basically per-
mitted advertising and solicitation
by open panels, with very few re-
strictions, and prohibited bdver-
tising and solicitation by closed

,panels, with very few exceptions.
"The difference in treatment

would have afforded the proposed
plan significant competitive advan-
tages over sonne or all of the corn-

Prevention...
Continued from page 44

In a complex interdependent
system, a wide variety of individ-
ual or institutions may be select-
ed for liability, he surmised.

A no-fault concept for product
liability may be the best solution
to such complicated problems, Mr.
Cetron suggested.

To see whether no-fault prod-
uct liability insurance could work '
in our society, he cited the expe-
rience of the Swedish nation,
"social innovators in this area."

The Swedes are turning away
from legalistic approaches to the
solution of damages cases, he
said.

Their direction is to structure

possible outcomes to reduce legal
contention in the social aspects of
liability cases involving products
and services.

Culpability is playing less of a
role in the settlement of claims,
he added.

"The Swedes are shocked by
our dependence upon law and the
assignment of blame," Mr. Cetron
concluded. They direct restitution
and compensation into public in-
stitutions and away from private
liability, he explained. •

peting organizations which now
offer or would offer similar pre-
paid legal service plans," Mr.
Kauper said.

He also complained that the
state bar association rules,

would have required a substan-
tial number of all the eligible at-
torneys in the state to participate

in an open panel before it would
qualify as a bar association-ap-
proved plan.

"THIS RULE creates an addi-

tional barrier to the establishment

of other competing open panel
plans and raises the real possibility,
when combined with the adver-

Using advantages, that the pro-
posed (bar association) plan
could obtain a monopolistic posi-
tion in the provision of prepaid
legal services," Mr. Kauper said.

Mr. Kauper said it seemed "un-
justifiable to permit the opera-
tion of prepaid legal service
plans, but only if they conform to
a particular format, especially if
that fornnat has not been proven
to be more efficient in the provi-
sion of these services, or more
desirable in the eyes of potential
custorners.

"This is especially true in the
initial, formative years," he said.

The Justice department also
put itself squarely behind the no-
tion that both bar association-

sponsored plans and plans spon-
sored by other organizations,
such as insurance companies,
should have the right, and proba-
bly have the obligation, to adver-
itise their services, information
that should be of value to both

employe benefits managers and
to group participants.

Sandy Dement, executive-direc-
tor of the National Consum-

ers Center for .Legal Services,
told Business Insurance, "We've
been trying to convince these
people of the benefits of'competi-

A

tion for a long time. The open
panel people are probably under-
estimating their product at this
point."

The Senate subcommittee on

representation of citizen interests
held hearings in Washington ear-
lier this year to investigate what
they considered bar association
moves to restrict the availability
of closed panel plans.

Jane Frank, subcommittee chief
counsel, said, "We hope that the
Justice department action w11 spur
the Calfornia bar association to re-

vise its rules to provide identical
treatment for closed and open pan-
el plans.

The position of Sen. John V.
Tunney (D-Ca.), subcommittee
chairman, said Ms. Frank, "is
that the development of both
closed and open panel plans
should be encouraged."

Peter F. Sloss, counsel for

California Lawyers' Services, the
bar association entity to provide
the open panel services, said
there had been no decision yet to
submit an amended plan to the
Justice department.

MR. SLOSS said the bar associa-

tion, which had worked for about

a year with the Justice department
to iron out the problems with its
plan, was "surprised" at the Jus-
tice department's decision.

Insurance companies stood to
be the big losers if the bar associ-
ation's restrictions on closed

panel plans were allowed.
"I think it's safe to say that the

Justice department opinion will
help the insurance companies,
said Curtis Pickett, vp at INA,
Philadelphia, in charge of their
group legal services operations.

"It does not put the bar associ-
ations out of business if they
don't restrict competition," Mr.
Pickett said.

Ms. Dement, of the National

r

0
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Consumers Center for Legal Ser-
vices, indicated that there proba-
bly would be a good market for
both closed and open panel plans.

"Some groups simply aren't go-
ing to be able to handle closed
panel plans because they're too
widespread geographically," she
said.

SHE INDICATED advocates of

both the panel types are "being ex-
cessively modest about the perfor-
mance of their product.

"INA hasn't landed a plan yet
and I don't think the blame lies

with the groups they've been
pitching," she said.

An earlier survey of prepaid

D

9

legal plans in California, con-
ducted by the Justice depart-
ment, indicated that there were
about 658 closed panel plans
being offered by about 220 Cali-
fornia law firms to approxi-
mately 574 groups.

The plans had been arranged
by the consumer or labor organi-
zations with selected law firms,
groups of firms and private prac-
titioners and most provided a
brief consultation that is free of

charge.
If as a result of the consulta-

tion, . additional legal services
were required, they would be
provided at a fee arranged in ad-
vance with the client. •

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 vicelpresident

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

No need to shop any farther...

Look at a leader

Contact All-Star today.

COOH IIT Sl lEADER
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.

1

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 General Manager

5401 N. 76th Stree, P.O. Box 2917 Milwaukee, Wis. 53218

(414) 466-8300 CABLE: ALLSTARWIS MILW TElEX: 2-6879

1.C
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and financial affairs, a new responsible for overall risk man-

people position He has been insurance agement He was formerly cor-
manager for four years Theodore porate insurance manager, and classified advertising
R. Corbett will replace Mr Deck has been with the firm for 10
Mr Corbett was formerly assist- years Named to replace Mr. 01- RATES AND CLOSING TIME: $2 50 per Ime, minimum charge $10,00. Cash
ant controller for the university sen is John E. Riches, who was with order Figure all cap Zines (maximum-two) 30 letters and spaces
His title will be assistant treas- previously the assistant insur- per kne, upper & lower case 40 per hne Add two lines for bor number
urer, and he will have added ance manager The reorganized Rephes are forwarded daity, Closing deadline· Copy in wntten form inF ree leaves responsibility for cash manage- department reflects the need for Chicago office not later than noon, Mondav 7 davs preceding publicatton
ment, real estate and insurance a multi-faceted system which in- date. Publwhed euerv other Mondav. Display dasslfted takes card rate
management cludes safety, claims and insur- of $21 50 per column tnch, and card discounts on stze and frequency

for new post *** ance management. William Davis Mad ads to Business Insurance, classified advertising dept , 740 N.
Rush St., Chicago, minois 60611.John P. Olsen was promoted to will handle claims administration

director of insurance and safety The company is still seeking a safe- HELP WANTED BUSINESS OPPORTUNITIESat Riley Co. for Ingersoll-Rand Co , New York, ty specialist. .

Pension Oriented Life Underwriter needed
by well-known Texas concern specializing In FOR SALE

C. R. "Bud" Free is Joining trade association programs Requi rements
relocate, excellent pension training and ex- Insurance Company &Riley Co of Park Ridge, Il in the
perlence, character, maturity Good salary, General Agencynewly-created post of director, bonus, car, benefits, associates Advance-

risk management He formerly dates for buyers ment Box 9201, Austin, Tex 78766 Excellent Captive Vehicle
Well Established Company

was manager of insurance and
Manager-for small commercial and personal Managing General Agency

benefits for Great Western Sugar lines account development Property-Casualty Tax Shelter-Loss Carry Forwardsection of Statewide Full Service AgencyCo, Denver No successor has Agency experience & CPCU training helpful Price $250,000 CASH
Emphasis on sales Income negotiable-12,000been named Riley Co is a manu- Sept. 12-13: The American Management Assn. is sponsoring a Semi- up-salary-car-bonus-fringe benefits-advance- Box 495

facturer of heavy equipment nar on new pension legislation-its impact and implications, in New ment Relocate our expense BUSINESS INSURANCE
*** Box 490, BUSINESS INSURANCE

York City Vance Anderson, a majority counsel to the pension task 740 Rush St., Chicago, ill. 60611 740 Rush St , Chicago, Ill. 60611

Ann Colucci was promoted to force, will participate in this briefing Write the AMA, 135 W 50th St,
HELP WANTEDinsurance administrator for Hook- New York, N Y 10020

er Chemicals & Plastics Corp,
Niagara Falls, N Y She re- Sept. 22-24: Life Office Management Assn will have its annual con- INSURANCE MANAGER
places Frank Tanner, who re- ference at the Boston-Sheraton Hotel in Boston, Ma. Life insurance Dayco Corporation is a Fortune 500 company and diversified manufacturer
cently left the company He had company executives, business consultants and veteran network Jour- of automotive and industrial products Our growth rate over the past 10

years has exceeded 450 percentbeen with the department for nalist Sander Vanocur will present various perspectives on the theme
Because of this growth pattern we are seeking a corporate Insurance managerseveral years. Ms Coluccl, for- of "performance " Wnte Life Office Management Assn , 100 Park to assume total responsibility for property, casualty and group Insurance
and associated loss prevention activitiesmerly the insurance analyst for Ave, New York, N Y 10017
A college degree with approximately 8 years insurance experience (4 yrsHooker, lS responsible for admin-
industrial) plus an aggressive and forceful personality ts required for thisistration of all areas of the com- Sept. 22-24: The Institute of Risk Management Consultants Inc will position

pany's property and casualty hold its second annual meeting at the Highland Inn, Carmel, Ca The In addition to a challenging career, Dayco offers a full range of benefits In
cluding a stock purchase plan and annual bonus Interested persons mayinsurance program Hooker 15 a theme of the meeting is risk management in the future Write David submit their resumes to

subsidiary of Occidental Petro- Warren, Institute of Risk Management Consultants, 680 Beach St,San Corporate Personnel Office
leum Corp 's Hooker Chemical Francisco, Ca 94109 Dayco Corporation
Corp In addition to serving the 333 West First Street

Dayton, Ohio 45402local Hooker organization, the in- Sept. 22-26: Management Laboratories of America Inc will sponsor
an equal opportunity employersurance department provides ser- a seminar on reinsurance at the University of Dallas The seminar will

vices to two other subsidiaries of focus on reinsurance transactions for captives Write University of
the parent company, Oxy Metal Dallas, Management Laboratories of America. Irving, Tx 75061 CORPORATE INSURANCE ADMINISTRATORIndustries Inc and Canadian Oc-

We are a Cleveland based, Fortune 500 diversified manufacturer,cidental Petroleum Ltd Sept. 26-27: The first national symposium and workshop on con-
*** currently seeking an Individual to administer our corporatewidesumer product safety will be held ln Portland, Or Chief sponsor of casualty and property insurance program This position requires aMrs. Jan Stephenson was the symposium lS the Portland chapter of the American Society of college degree with 3-5 years exposure to complex corporate In-

named treasurer of Bayly, Martin Safety Engineers Write Dale Howard, P O Box 8345, Portland, Or surance activities An accounting major with some general account-
& Fay of Texas, with responsibil- 97207 (503-223-7301) ing experience would also be helpful but not necessary The suc-
ity for risk and insurance man- cessful candidate will be offered a good starting salary, excellent
agement of the Dallas-based firm, Sept. 26-27: The University of Wisconsin is offering an institute on benefits and opportunity for promotion Send resume, Indicating

current salary and requirements to:which 15 a subsidiary of Bay- product liability for claims personnel, to discuss the legal and engi-
ly, Martin & Fay Inc, Los An- neering aspects of products cases to acquamt claims people with the PERSONNEL DEPARTMENT
geles The brokerage firm, one of state of product liability Write Prof. Moll, Department oi Engineer- MIDLAND-ROSS CORPORATION _
the largest 11 the country, is a ing, University of Wisconsin, 432 N, Lake St, Madison, Wi 53706 55 PUBLIC SQUARE

division of Sperry & Hutchinson (608-262-2061) CLEVELAND, OHIO 44113
Co Mrs Stephenson's position in An Equal Opportunity Employer
the Texas firm lS newly-created Sept. 30-Oct. 2: American Management Assn will hold a seminar on
She was formerly assistant secre- employe benefits information systems, in Chicago Case studies, cost,
tary Before Joining Bayly, Mar- benefit analysis and more will be discussed Write the AMA, 135 W I
tin & Fay of Texas, she was for 50th St, New York, N Y 10020 WANT AD ORDER BLANK13 years with Employers Insur-
ance of Texas and for one year Sept. 30-Oct. 3: The National Safety Council's 1974 national safety RATES AND CLOSING TIME $2.50 per line, minimum charge $10 00 Cash with order
with Risk Consultants Inc congress and exposition will be held in Chicago A program featuring Figure all cap lines- (maximum-two) 30 letters ond spaces per line, upper & lower case

40 per line Add two lines for box number Replies are forwarded daily Closing deadhne**4 some 200 sessions with over 300 exhibitors lS being planned Write the
Copy in written form in Chicago office not loter thon noon, Monday 7 days preced,ng pubh

Henry Andreucetti is Joining National Safety Council, 425 N Michigan Ave, Chicago, Il 60611 cotion date Published every other Mondoy Display doss,fied takes card rate of $21.50 per
column inch, and cord discounts on size and frequencyBeverly Enterprises, Pasadena, Ca
Mail ads to Business Insurance, 740 N Rush St , Chicago, Illinois 60611

as corporate insurance manager, re- Oct. 7-9: The American Society of Insurance Management will hold
placing Dick Smith, who left the its first fall conference at the Americana Hotel m New York The two-
company recently, as noted in these day educational piogram will be devoted to the HMO Act of 1973 Write
columns, to lom Royal Industnes ASIM, 205 E 42nd St, New York, N Y 10017
Mr Andreucetti was assistant in-
surance manager for MCA Inc, Los Oct. 8: Industrial Relations Assn of Chicago and the school of busi-
Angeles No replacement has yet ness at the University of Chicago is holding their 40th annual confer-
been named at MCA ence on industrial relations Fringe benefits and new legislation will

*4-4- be the main topics Write Conference Office, Graduate School of Bum-
Leland P. Deck, insurance ness, University of Chicago, Chicago, Il 60637

manager for the Univ of Pitts-
burgh, lS becoming the univer- Oct. 21-23: The American Management Assn. will hold ltS 37th an-
SKy'S ombudsman for business nual insurance conference at the Palmer House in Chicago Write the

AMSA, 135 W. 50th St., New York, N Y 10020.

ASIM fall conference:
Oct. 24-25: Profit Sharing Council of America will hold its annual

conference at the Crown Center Hotel m Kansas City, Mo. Write theHMO's, and captives council, Suite 722,20 N Wacker Dr, Chicago, Il 60606.
The American Society of In-

surance Management said lt W111 Oct. 27-30: A Caribbean insurance conference will be held in Kings-
hold its first fall conference Oct. ton, Jamaica Organized by persons in the insurance industry from the
7 through 9 at the Americana area It will encompass all aspects of the industry, including general
Hotel in New York City A two. insurance, life, brokerage and insurance regulations. Write Confer-
day educational program on the ence Secretanat, c/o M O M., P O Box 183, Kingston 5, Jamaica Number of Insertinn' Amount Enclosed $

Health Maintenance Organization Issue **M

Act of 1973 will feature Dr Nov. 20-23: International Foundation of Employee Benefit Plans lS
Frank Seubold of HEW, author of sponsoring a public employes fringe benefit conference at the Fair- Name

the HMO Act regulations Four mont Roosevelt Hotel in New Orleans The purpose of the conference
Company

other experts on HMOs, from the is to provide a forum for meaningful information and dialogue on all
insurance industry and corporate issues affecting public employes fringe benefits Write the foundation, Address
management ranks will speak P O Box 69, Brookfield, Wi, 53005 (414-786-6700).
during the two day session Clip and Mail This Form To.

Concurrent with the HMO pro- Nov. 24-26: The American Bankers Assn is sponsoring a semmar WANT AD DEPARTMENT
gram is a two-day seminar on and workshop on risk managment in banking at the Sugar Loaf Con-
captive insurance companies. ference Center of Temple University, Philadelphia, Pa The seminar

The third day of the conference will be directed toward banks with deposits of $100 million or less business insurance
will focus on OSHA, consumer For more information Ed Armstrong, assistant director of the insur-
product safety, and insuring the ance and protection division, ABA, 1120 Connecticut Ave., NW, 740 Rush St., Chicago, Ill. 60611
mulninational corporation. Washington, D.C. 20036
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Credit Unions con now get Directors & Offkers Liobility Insurance.

How many reasons are there to get Credit UAion D&0?
The answer is, how many members are there in lhe credit union?
Since credit union directors and officers hcve a brood responsibility, including a

responsibility to the membership, they can be held accountable for alleged acts of
negligence brought by anyone member. r----------------------7

-tat's why so many credit unions are  American Home Assurance Company i
turningtous for D&0. 1 National Union Fire Insurance 1

1 1

For credit unions that are either I Company of Pittsburgh, Pa.
1 Dept. 81094, 02 Maiden Lane, New York, N.Y. 100(f |state or federally chartered and insured by 1

P ease send me more information about yourthe Federal Share Insurance Program, we ' 1
1 Directors & Offcers Liability Insurance.

have tailored the limits of liability and 1
scaled down the premiums and deductibles  Name (PLEASE ...T)

to meet ycur needs. T 1 Title

So that, now, credit unions can  Conpony
afford the protection they can't afford to be | Add,ess
without. 1 L c#, State Zip

Want more informaticn? Just mail 0Ibionfaes ofArrerc: 7 ntemat onal Group

this coupon today.
We welcome inquiries from any licensed agent or broker. You don't have to be a reg.to- producer to place business with on AIG Compaiy
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«Lees sayone ofmytrucks just hadanaccident
inDexter, Iowa.

How would Allstate handle it f"
In a case like that, our adjuster was

immediately sent to the scene.
The entire cargo transfer was completed

and a relief truck was on its way to its
destination in about 12 hours.

You see, Allstate has the largest
full-time sta# of claims specialists in
the business. They're located coast to
coast and trained in Allstate' s advanced

way Of doing things.

When an Allstate Account

Executive calls on you, sit him
down and pick his brains. He can
tell you about the fresh ideas
we're bringing to the commercial
insurance business. And how

they'll work for you.
Insurance is as competitive as

your business, so we have to
capitalize on our advantages.

Extra hustle. An aggressive,
just-let-us-quote attitude. And

a management that thinks an
insurance company's service should
bend to suit the customer instead

of the cther way around.
And the price? That's right-

very competitive.
We wouldn't expect you to just

take our word for all this. So when

our Account Executive shows up,
put him to the test.

AEk him to quote.

Allstate
BUSINESS INSURANCE

7


