‘Restrictive’ trade zone
regulations to be

By ELLIS SIMON

NEW YORK—The final rules for
the New York free trade zone are
likely to be revised to counter criti-
cism by insurance companies, bro-
kers and risk managers that the
draft regulations are too restric-
tive.

However, a controversial provi-
sion requiring free trade zone poli-
cies to meet state insurance depart-
ment minimum standards for all
other policies may remain in the
rules.

. The insurance companies and
brokers attacked several points of
the draft rules at a public hearing
late last month. Others followed up

with telegramsto Gov. Hugh Carey
urging that he intervene to liberal-
ize the rules,

The regulation includes defini-
tions of authorized insurers and
free zone risks, limitations on free
zonetransactions, licensing and re-
porting requirements and an ap-
pendix listing over 300 classes of
unusual risks that could be written
in the free zone.

In addition it says only reinsur-
ance- premiums ceded to rein-
surers also licensed in the freezone
can be credited in determining a
free zone insurer’s premium to sur-
plus ratio.

Insurance superintendent Al-
bert B. Lewis, who will make the
final decision on the regulation, de-

Execs aflame again

over FASB standard

By KATHRYN J. McINTYRE

‘STAMFORD, Conn.—American
Bakeries Co. in Chicago expectsits
insurance costs to hit $6 million in
1978, double .the cost just four
years ago.

The company knows it could re-
duce the cost by self-assuming
more -risk. However, “the best
technigque available to my com-
pany to reduce premiums was re-
moved by FASB No. 5,” complains
G. P. Lesieutre; assistant to the
LrEasurer.

Financial Accounting Standards
Board standard No. 5 prohibits an-
nual charges against income for a
self-insurance program as if the
charges were insurance premiums.
As a result, corporations must
charge a self-insured or uninsured
loss againstasingle year's earnings
instead of also charging some of
the cost to previous years that
showed good loss experience,

Mr. Lesieutre detailed in a recent
letter to the FASB how itsaccount-
ing standard, promulgated in July
1975, has altered the risk manage-

Score Card on page 46.

premiums. Page 15.

The inside story
Product liability pleas, decisions

Business leaders encounter a cool reception as they
plead for tax deductions for self-insurance reserves
(page 2), while a federal appeals court overturns a
famous jury award involving a circular saw (page 14).
And our latest update on tort reform legislation
around the nation appears in our Product Liability

Lloyd’s: Looks back and ahead

Lloyd’s is expected to report record earnings for the
1975 trading year at. a press conference this month.
Page 10. But the venerable institution faces new chal-
lenges with traditions that may be passe. Page 27.

Westchester’'s Bieber

An auspicious time to start a risk management pro-
gram helped Westchester County and risk manager
Robert Bieber blunt the insurance sting of escalating

ment program at American Bake-
ries. “In 1973, we marketed our
property coverage and had to de-
cide on a renewal premium of
$220,000 at a $5,000 deductible or
$103,000 at $100,000 deductible. It
is obvious which course we chose.

“FASE No. 5 removed our le-
gally reserving for a large
loss. . . . The logical step is to aver-
age our losses for five or 10 years
and build a reserve for the deducti-
ble, which we did before FASE No.
5. The next logical step would have
been to evaluate larger risk as-
sumptions in the same and other
lines of coverage by offsetting con-
tingency reserves. The premium
savings can be substantial.”

The Chicago company’s frustra-
tion as detailed by Mr. Lesieutre is
the most vivid example of corpo-
rate displeasure with FASB stan-
dard No. 5 among the dozens oflet-
ters filed last month with the
FASB by disgruntled financial ex-
ecutives.

The controversy over the ac-
counting standard was rekindled

Continued on page 55
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revised

fended the need for the minimum
policy standards provision, which
drew criticism at the hearing from
AIG attorney Patrick Foley and
INA regional counsel Robert
Eisenstadt.

“Nowhere in this legislation is
there the right to allow insurance
companies to write any form with-
out regard to minimum state stan-
dards,” Mr. Lewis told BusinessIn-
surance. “Can I allow a liability in-
surance policy to be written with-
outrequiring that claimants still be
paid in the event an insured goes
bankrupt?”

However, Mr. Foley said:
“There’s no need for (minimum

Continued on page 54
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Daily News uninsured for strike losses

Pressmen man the picket lines as the strike that has shutdown New
York's three daily newspapers continues. The New York Dally News
says that it does not carry strike insurance and The New York Times
and New York Post would not comment on possible insurance. See

story page 6.
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Firms worry rule outlaws
‘fronting’ plan for benefits

By JERRY GEISEL

WASHINGTON—Corporations
are worried that some reinsurance
arrangements may be prohibited
by a government proposal that is
designed to make it easier for em-
ployers to purchase employe bene-
fit policies from their insurance
subsidiaries.

The proposal, which was re-
leased earlier this year by the De-
partment of Laborand the Internal
Revenue Service (BI, June 12),
would amend the pension reform
law to lower barriers that prevent
companies from insuring employe
benefits with subsidiaries.

Currently, under ERISA, a sub-

sidiary can insure a parent only if ~

the subsidiary is wholly owned by
the parent and less than 5% of the
subsidiary insurance company’s
revenues come from parent com-
pany risks.

A number of major corporations
which use their insurance sub-
sidiaries to issue policies to em-
ployes of the parent—such as John
Deere & Co. of Moline, I1l., and
Field Enterprises of Chicago—
were unable to meet the 5% test
and sought to have the percentage
raised.

In response, Labor and IRS rec-
ommended that the wholly owned
requirement be reduced to 50%
ownership and that up to 50% of
the subsidiary’s revenues could
come from the premiums of poli-
cies purchased by the parent from
the subsidiary.

The Labor-IRS proposal,
though, left unresolved whether 3

corporation’s insurance suosidiary
can enter into “fronting” arrange-
ments with other urrelated insur-
ance companies.

Under a “fronting’ arrangement,
insurance policies are usually is-
sued by a well-known licensed in-
surance company. The licensed in-
surer then reinsures a sukstzntial
portion of the risks with the parent
corporation’s insurance subsidi-
ary.

For example, Travelers Insur-

ance Co. provides life, medical and
sick leave benefits to employes of
Agway Inc. of Syracuse, N. ¥, Trav-
elers in turn, reins1res the policies
with Agway’s two insurance sub-
sidiscies, Agway Life Insurance

Co. and Agway Irsarance Co.
Under the reinsurance arrange-
ment, Travelers pays one of
Agway's insuranze subsidiaries
50% »of the premiums it receives
from the Agway benefit plans. In
Continued on page 52

Tenerife jury verdict

follows 531

By REBECCA A. FANNIN

NEW YORK—A U.S. jury late
last month returned the first ver-
dict in the worst a:rline disaster in
history, but an overwhelming
number of claims kave already
been settled out-of-court in the ac-
cident that killed 579 passengers
and crew members.

The 531 out-of-court settlements
have awarded an average $100 000
torelatives of the victims. Remain-
ing claims number approximately
112 against Pan American Ar-ways
Inec. and KLM, whose 747 jets col-
lided in the Canary Islands in
March 1977.

In the first trial in U.S. cistrict
court in Manhatten, damages of
$375,000 were awarded to Conzld
Johnson. Mr. Johrson’s wife was
killed in the crach leaving three

settlements

collese-aged sons and a high-
school-aged son.

Mr. Johnson, r2oresented by
Charles F. Krause of Speiser &
Krause in New Yorx. was asking $1
millicx for his wife’s services. That
amount was based on her pro-
Jected earnings o $470,00C as a
nurse and her valuet> her husband
and foursons, during her expected
life of 30 more years

The jury of five wemen and one
manawarded alum>sumpayment
without breaking down values ac-
cording to her serv._ces.

The amount awerded tc the
Johnsons presumably could be
one of the higher zwards since
most of the passengers were older
retirees.

The $375,000 aridunt should
have a bearing on tae monetary

Contins ed nn miaoe 56
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Tax breaks for self-insurance
fails to stir Senate committee

By JERRY GEISEL

WASHINGTON—Business
groups received a cool reception
from Administration officials and
a Senate panel late last month
when they made their long-
delayed pitch for tax deductions
for product liability reserves.

Treasury official Daniel Hal-
perin told a Senate committee
hearing that tax deductions for
self-insurance would not help bu-
sinesses solve their product liabil-
ity problems, but would cause reg-
ulatory problems for the Internal
Revenue Service.

Mr. Halperin said the Carter Ad-
ministration could not support the
proposals until a stronger argu-
ment “has been made as to why we
should do it.”

Sen. Robert Packwood (R-Ore.)
warned that a “national scandal”
could resultif a firm received a tax
deduction for self-insurance, failed
to adequately reserve and lacked

sufficient funds to pay claims to
injured consumers.

Mr. Halperin’s and Sen. Pack-
wood’s concern was directed at
two Senate bills which were dis-
cussed at last month’s hearing by a
Senate Finance subcommittee.
One bill (S. 1611) would permit bu-
sinessses to deduct 3% of annual
sales for money set aside in a spe-
cial reserve to pay for product lia-
bility claims. The other bill
(S. 3049) would allow tax deduc-
tions of between 2% to 5%, depend-
ing on severity of the firm'’s prod-
uct liability problem.

Observers said the hearing was
held more out of respect to Sen.
John Culver (D-Iowa), the author
of the two bills, than out of real
congressional interest in the pro-
posals.

In addition, the subcommittee
has been under mounting pressure
from a variety of business groups
to discuss the proposals. However,

Insurance Managers, Inc.

expand.

Robert A. Stahl. President
P.O. Box 4648

MOVING WEST?
CALL IWEST.

If plans for your company include expanding into the growing West, call IWest

IWest is one of the larger independent wholesalers in the West, with 10
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and Special Risk Underwriters, serving over 2200 Agents and Brokers.

And when it comes to financial stability. well let our audited financial
statement speak for us. Just ask for it.

So call or write to Bob Stahl, President of IWest, We would like to help you

(503) 641-1976 -

INSURANCE MANAGERS

thesubcommittee gave onehourto
discussion of the bills on one of the
slowest legislative days ofthe year.
Only two senators, Sen. Harry
Byrd (D-Va.) and Sen. Packwood,
showed up for the hearing.

In pressing for the proposals,
business groups testifying before
the panel described, as they have
for the last two years, the product
liability crisis that confronts their
members.

James Mack of the National Ma-
chine Tool Builders Assn. said 20%
of the trade association’s members
have been unable to obtain prod-
uet liability coverage, Other mem-
bers have faced premium in-
creases of more than 1,000% since
1975, he said.

By permitting tax deductions for
self-insuraiace, businesses that
have been forced to go “bare,”
would have at least some protec-
tion to pay claims, Mr. Mack said.

But Walfer Vinyard, senior coun-
sel of the American Insurance
Assn., said the Internal Tax Reve-
nue code should not be amended
to subsidize through tax deduc-
tions the manufacture of poten-
tially dangerous products.

He also warned that tax deduc-
tions for self-insurance would not
help the firms it is designed to ben-
efit. He pcinted to a National Fed-
eration of Independent Business
survey waich found that 42.8%
of small businesses would be una-
ble to establish a self-insurance
fund. y

Marsh 8: McLennan executive
vp Rober: Clements, speaking on
behalf of the National Assn. of In-
surance Brokers, said the pro-
posals would make insurance
available at a reasonable cost to
small businesses by reducing de-
mand.

The present tax code, which per-
mits tax deductions for insurance
premiums but not for self-
insurance, artificially inflates de-
mand to purchase insurance. “A
deduction for self-insurance
would neutralize the tax choice be-
tween conventional insurance and
self-insurance,” Mr. Clements
said. -

Thereare
creative solutions

to productsliability
problems.

Seniif Ternvms

Insurance Brokers/Risk Management Services

Write or call any of our offices or contact Frank Schiff, Chairman, at
Executive offices: 100 William Street, New York, NY 10038. 212/425-3010.
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Insurers post underwriting profit

following strong second quarter

DES PLAINES, Ill.—The nation’s property and casualty insur-
ance companies used a strong second quarter to post an underwrit-
ing profit of $440 million for the first six months of 1978, according
to the National Assn. of Independent Insurers.

The NAII estimates that insurance companies achieved asecond
quarter profit of $581 million to offset a first quarter loss of $141
million. The underwriting profit for the six-month period bettered
the comparable period last year when insurers suffered an under-
writing loss of $117 million.

The NAII estimates, based on reports filed with the California
insurance department and other figures from insurance compa-
nies, an underwriting profit of $1.1 billion for the first six months.
Dividends to policyholders totaled $666 million for the final profit
of $440 million.

Meanwhile, The Insurance Information Institute estimated a
$260 million underwriting profit for the first six months on written
premiums of $39 billion. The estimate compares to an III loss of
$176 million for the first half of 1977.

Senate eyes liability for diplomats

WASHINGTON—The Senate last month approved legislation
that sharply curtails diplomatic immunity for all foreign embassy
personnel here except ambassadors and their families.

The bill would make thousands of foreign embassy employes
legally responsible for their non-official actions. Embassy person-
nel could, for example, be sued if they were at fault in traffic
accidents and be forced to pay traffic tickets.

The measure also requires all diplomats, including ambassadors
to carry liability insurance. The House version of the legislation,
which was passed last year, lacks such an insurance coverage re-
quirement.

The bill now must go to a House-Senate conference committeeto
resolve differences.

Illinois tort reforms signed

SPRINGFIELD, Ill.—Gov. James Thompson last month
signed legislation that requires product liability suits to be filed no
later than 12 years from the date of manufacture, or 10 years fronws
the time the product was sold to its first user, whichever comes
first.

OPIC reserves reach record

WASHINGTON—The Overseas Private Investment Corp.
(OPIC) now boasts reserves of $380 million, the highest figure in its
history.

OPIC added $40 million to reserves from its retained earnings.
Insurance reserves now stand at $280 million and financing re-
serves at $100 million. “The growth of our ready reserves stregthens
our confidence that OPIC will never become a drain on the U.S.
treasury,” said acting OPIC president Rutherford M. Poats.

Most file Form 5500

WASHINGTON—Under pressure from the Labor Department,
most employe benefit plans have finally filed their 1975 annual re-
ports (Form 5500). Most of the reports had been due by Dec. 15,
1976.

Originally, about 2,000 plans were delinquent in filing the re-
ports. But last month, all but 200 plans had responded to delin-
quency notices sent by the Labor Department.

Final notices are being sent to those 200 plans. If they fail to
respond, the plans will be the target of enforcementaction.

Travelers files Hartford roof suit

HARTFORD—The Travelers Insurance Co. has filed suit against
22 designers and contractors demanding to be reimbursed for the
$14 million it has paid in connection with the collapse of theroofat
the Hartford Coliseum.

The Travelers charged the 22 firms with negligence and breach of
contract. The firms represent all the major companies that worked
on the Coliseum.

Calif. tort reforms defeated

SACRAMENTO—The California assembly’s judiciary commit-
tee killed several product liability bills late last month, ending any
chance of tort reform this year. The bills had previously cleared the
state senate.

State business groups blamed the defeat of the reform legislation
on powerful lobbying efforts by trial attorney groups. The bills
would have given manufacturers a defense against liability if the
product had been altered orifthe product conformed with the state
of the art at the time of manufacture.
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the benefit beat

Continued from preceding page
communication materials. Mercer
is also the broker for the utility’s
life, medical and long term disabil-
ity programs. “This work is sepa-
rate and apart fromthe work they
do for us as broker of our insured
employe benefit plans,” Mr. An-
drews said.

The communication work will
be handled on a fee-for-service ba-
sis with annual fees ranging from
$25,000 to $75,000. Mercer was cho-
sen from a list of three consultants.

Time bomb

A proposal that pensions be au-
tomatically increased as the costof
living rises is a “time bomb,”
warns consultant Towers, Perrin,
Forster & Crosby. ERISA authors
Sen. Jacob Javits and Harrison

Williams call for a study of auto-
matic indexing in their package of
amendments to the pension re-
form law.

Built in cost of living adjust-
ments can raise pensior. costs
sharply, says TPF&C, and “under-
writing future inflation after retire-
ment creates a variable, open-
ended liability that few private
pension plan sponsors are willing
and able to assume.” Indexed profit
sharing and pension plans with lib-
eral provision could cost as much
as 25% of payroll, TPF&C argues.

The present system of ad hoc in-
creases in inflationary times is
working well, the consultants say.
The private sector is already pay-
ing for the fully indexed civil ser-
vice retirement system, TPF&C
complains, and the government
should find a way to pay for index-

ing of private plans if legislation
mandates cost of living increases.

Survivor benefit

District agents of John Hancock
Mutual Life Insurance Co. will be
able to elect a monthly post retire-
ment survivor benefit equal to 45%
of a retiree’s pension as part of a
new three-year contract with the
Insurance Workers International
Union, bargaining agent for 5,500
field representatives. In addition
to the mon:hly payment, the group
life plan provides a lump sum pay-
ment equel to half an employe’s
compensation prior to retirement.
Single employes would be eligible
for a lump sum benefit equaling
150% of final pay and this option
would alsc be available to married
persons. Under the old plan, all re-
tirees received a lump sum pay-
ment equal to one year’s compen-
sation.

Complementing this feature is a
new contingent annuity option,

similar to a joint survivor option,
under which employes can leave
from 1% to 50% of pension asa con-
tinuance for a surviving spouse.
Hancock has also adopted a new
formula for determining a retiree’s
wage base. The company will now
average income for all years begin-
ning Jan. 1, 1970, allowing the em-
ploye to disallow the two lowest
years. The company alsoraised the
mandatory retirement age from 65
to 70 to comply with federal law,
but will not provide additional
pension credits beyond age 65.
Female employes who become
pregnant will receive disability
and health benefits similarto those
for other disabilities. Previously,
they received no wage replace-
ment and health benefits were paid
on a fixed schedule basis with $800
for a normal delivery. The com-
pany is also allowing disabled em-
ployes with six months to 10 years
service to continue their health in-
surance coverage by paying one-
third of the premium. Second sur-
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Not at CMI.

When you're looking for the special coverage
that brings you to the E & S market in the first
place, watch out for the “mechanical marvel”
He's a master at dressing up the same thread-
bare approach to everybody’s needs under the
uninspired label— “Tailor Made.” And maybe, if
the size and shape of your problem will fit a
program failor-made last year for someone else,
the mechanical marvel can make a sale.

Unfortunately, last year's styles—even last
month’s—won't suit foday’s marketplace.
Fortunately, there's CMI.
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eye for style and fit. We analyze your business for
what makes it different from all the rest and
fashion an up-to-date cover that matches the
strengt1s and interests of selected markets. When
it comes to specialty coverage, you'll find a

custorr fit at CMI.

Have you gotten your free
“Mechanical Marvel” yet?

If you'-e a licensed agent or broker who wants
to play around with robots, let us send you a
wind-up one. (It's the only kind you'll find at
At CMI we're intermediaries with an underwriter’s CMI). Ask for it on your letterhead.

Managing General Agents * Excess and Surplus Lines Brokers
Dealing Exclusively with Agents and Brokers

® CAPACITY MANAGERS INTERNATIONAL, INC.

160 Water Street, New York, N.Y 10038 Telephone: (212) 825-0200
New York * Chicago * Los Angeles

gical opinion coverage, which had
been limited to the home office in
Boston, will be made available na-
tionwide.

Second opinions

A second opinion or prior au-
thorization must be sought on all
non-emergency hospital admis-
sion by persons insured with
Health Maintenance Life or pa-
tients forfeit 100% payment of their
hospital bill. The West Coast in-
demnity company, a subsidiary of
the HMO Family Health Program,
claims to be the only indemnity
plan with such a requirement.

HML executives also contend
the requirement is holding the
plan’s hospital days per thousand
to 400 compared with the industry
average of 800 to 1,000.

A policyholder’s doctor must
submit his treatment program, in-
cluding the number of days he
plans to hospitalize the patient, to
HML’s medical director for his
opinion on the need for the proce-
dure and the time the patient
should have to stay in the hospital.

If the medical director autho-
rizes the procedure and the num-
ber of hospital days requested, the
treatment is paid for in full. But if
medical director authorizes fewer
days in the hospital or rejects the
hospitalization entirely, coverage
under the plan is limited. If the
treating physician and patient dis-
agree with the medical director, an
outside consultantis called in. Ifhe
doesn’t resolve the conflict, it is
turned overto a three-person panel
for resolution.

“Qur primary emphasis is to re-
duce prolonged lengths of stay,”
medical director Gerard N. Mazo
explained. If a policyholder doesn’t
seek prior authorization, only 80%
of the hospital bill is paid by HML
and then only for the number of
days in the hospital that would
have been authorized.

Benefit Beat keeps insurance
managers and employe benefit
managers informed of changes in
programs around the nation. We'd
like to know if you’ve made any
changes or know or any important
developments. Write Greg David,
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611.

errors &
omissions

e Due to a typographical error, a
headline in the Aug. 21 issue was
incorrect. The headline on a story
about a federal insurance proposal
for liguid gas firms should have
read, “Liquid gas firms dispute
need for federal insurance.”

e Fred S. James & Co. reported in-
creased revenues of 26% for the
third quarter and 28% for the six-
month period. The “What’s up in
the industry” column (Aug. 21) in-
correctly said those figures were
increases in earnings. James earn-
ings increased 28% and 30% for the
two periods.

e The Rhulen Agency of Monti-
cello, N.Y., has corrected informa-
tion it supplied for the 1978 listing
in Agent/Broker Profiles. The firm
had 80 employes in 1976 and 95em-
ployes in 1977, not 95in both years.
The firm also did 95% of its busi-
ness in commercial lines.

e Due to incorrect information
supplied by the broker, the Lasher-
Cowie Agency of Phoenix did not
acquire the Robert Mueller
Agency in May 1978 as reported in
the Agent/Broker Profiles issue.
The Mueller Agency continues in
operation, although a member of
the firm did join Lasher-Cowie.
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Ilfustration courtesy Frankland and Lienhard, Consulting Engineers.

At 1,222 feet, the main span of the Oul

new Mississippi River Bridge
near New Orleans will be the
longest cable-stayed bridge span
in the Western Hemisphere.

heavy river traffic — called for the
utmost in construction skill. That's

® ’ where joint-venture contractors
ul er s Massman Construction Co. and Al
7 Johnson Construction Co. came

This immense structure, more than ® | in. Putting together the builder's risk
two miles long, will soar to a ls ; insurance coverage called for an

height of 133 feet over the insurer with plenty of capacity,
a thorough understanding of
construction problems, and

willingness to get totally involved.

navigation channel. It will be

poised on six piers that, alone, v r
cost over 42 million dollars. The

main pier is the largest ever

placed in the Mississippi...a giant |
201 x 84 foot caisson that was | e pe Whatever business insurance

sunk through 90 feet of water to you're looking for — builder’s risk,

penetrate another 100 feet Y other property insurance, worker's
into the riverbed. span e compensation or just about any

That's where we came in.

. . - business coverage you can name —
Pier construction on such a gey

massive scale — battling scouring
currents, bad weather, and

you'll find that we're the people
a' ® who know business insurance like
nobody else in the business.

the Partnership People

EMPLOYERS INSURANCE OF WAUSAU, Wausau, Wisconsin
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International training and education: we've
taken the difficulty out of placing
. coverage for this special market.

Whether it's a U.S. company sending employees overseas for
training or foreign participants coming here, special coverage
is available on a group or individual basis. Coverage like
repatriation, basic accident and sickness, major medical,
limited dental, and accidental death and dismemberment.

We've provided coverage for over 100,000 participants in the U.S. and abroad over
the last 15 years. The insurance company has the highest Best’s rating and a great
deal of experience. Please contact us for more information on individual or tailor-
made group plans, Broker inquiries invited.

;ms%
INTERNATIONAL UNDERWRITERS, INC. & 3

INSURANCE BROKERS & CONSULTANTS
INVESTMENT BUILDING WASHINGTON, D.C. 20005  703-780-5855

Daily News doesn't
carry strike insurance

NEW YORK—The New York
Daily News, the nation’s largest
circulation newspaper, carries no
insurance to protect itself from the
strike that has stopped its opera-
tions for nearly a month.

The two other New York news-
papers, The New York Times and
the New York Post, would not
comment on whether they carried
strike insurance. The three papers
are estimated to be losing nearly $2

million a day in advertising and cir- -

culation revenue.

The New York Daily News has
no strike insurance coverage, al-
though such coverage was in force
when a longer strike occurred in
the winter of 1962 and 1963, accord-
ing to assistant general manager

Product
Liability
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liability.
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\¥e]) )| d ed rd corParaman

Richard Warshauer.

“It wouldn’t be a great benefit to
us to be covered by strike insur-
ance,” Mr, Warshauer said. “The
total limits would be too low and
the deductibles too high.”

A strike insurance policy offered
to members of the American
Newspaper Publishers Assn. cov-
ers fixed charges, ordinary busi-
ness expenses and net profitsup to
a limit of $750,000 for any one
newspaper and $1.5 million fortwo
newspapers covered as a unit.
There is no deductible.

The policy, provided by Territo-
rial Insurance Co. Ltd. of Hamil-
ton, Bermuda, also provides $3
million for all losses resulting from
suspension of the business of all
newspapers in the same city. A
limit of $25 million applies to all
losses from all strikes during the
insurance year.

The strike insurance policies
available to newspapers in the
early ’60s only covered overhead
costs, according to Mr. Warshauer.

He said he presumed that all
three papers were covered under
these policies during the 1962-63
strike but had since dropped strike
insurance coverage because ‘‘pre-
miums went through the ceiling”
after the long strike.

Despite published reports that
The New York Times carries no
strike insurance coverage, Times
spokesman. Leonard Harris de-
clined to either confirm or deny
those reports.

The New York Post also de-
clined to comment.

Two captives writing newspap-
er-related insurance coverages for
the newspaper association are Mu-
tual Insurance Co. and Potomac
Insurance Co., both in Bermuda.

Col. Robert Faught, manager of
Mutual Insurance, said Mutual
writes strike insurance “at times,”
but that Potomac, Mutual’s subsid-
iary, only writes libel insurance for
weekly newspapers. o

Labor wants
to end sex
bias in plans

WASHINGTON—Four months
after the Supreme Court ruled that
employers cannot require women
to contribute more to pension
plans than men, the Labor Depart-
ment has gone onestep further and
said the benefits men and women
receive in group plans also must be
equal.

The impact of the proposal is
limited since most pension and
welfare plans do not discriminate
on the basis of sex. A Labor De-
partment spokesman estimated
that only about 5% of plans provide
unequal benefits.

The proposal also would appear
to rule out the current sex distine-
tions found in joint survivors bene-
fits. Currently, a male employe
who elects to have his pension
transferred to his wife when he
dies, has his benefits reduced more
than a female employe.

The Labor Department proposal
is an attempt to settle years of con-
troversy over the interpretation of
the 1965 Equal Pay Act. That act
had been interpreted to mean that
employers were in compliance
with the law if their plans required
either equal contributions or equal
benefits for employes.

Now the Department has said
that the *“‘either-or” interpretation
was incorrect. Contributions and
benefits cannot contain any sex-

‘based differentials. u



Deductibles abroad haven't
been worth mentlonmg...

The patch-quilt of laws, ulations. It examines the tariffs.
regulations, tariffs and tradl— It reviews the risks insured—the
tions overseas, has made multi- coverages—the locations.
national insureds And it makes
and brokers sophis- deductibles on a
ticated about what worldwide basis

to expect from de-

worth mentioning.
ductibles abroad.

If you think it’s

Little! time to take a new

In many coun- look at what can be
tries,compensatory done about your
premium reductions deductibles world-
for deductibles wide, talk to the

can’t be obtained.
In some, adjust-
ment 1s minimal.

AFIA office nearest
you. Doing things
worldwide is only

But now, AFIA has natural to us.
developed programs for multi- It’s one reason why 90 of
national risks based on global the top 100 U.S. companies
requirements. It takes into ac- with operations abroad insure
count the existing laws and reg- with AFIA.

COME TO AFIA.
THE WORLD'S INSURANCE COUNTRY
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editorial opinions

Fun City security

ACY’'S DEPARTMENT store in the

center of Manhattan has given up its
program of photographing customers who
ask for refunds. This was part of an effort
to determine and apprehend people who
are forging sales slips and obtaining fraud-
ulent refunds for merchandise never pur-
chased at the store.

Macy’s backed off from its plan after city
and state regulatory agencies began inves-
tigating possible violations of privacy laws
and consumer refund laws. The store had
thought that if it inspected the photo-
graphs and isolated individuals who were
repeaters, it could determine who the
counterfeiters were and could stop them.

Individual rights to privacy are impor-
tant. So are the rights of customers to ob-
tain legitimate refunds. But what about
the right of a business to protectitselffrom
theft and fraud? And what about the right
of honest customers not to have to pay for
this kind of crime, which is built into the
prices of the goods they purchase? -

New York City officials and state regula-
tors seem to have found a way in this case
to make Macy’s risks all the greater be-
cause it lacks the right to use any methods
that might be deterrents to criminal behav-
ior

Lawyers, lawyers

AWYERS, LAWYERS EVERY-
where . . . For those who believe the
root of all evil lies in the legal profes-
sion with those practitioners who, pressed
to make a living, spend their time making
defendants out of you, there is hope.
Item: The Supreme Court unanimously
upheld the suspension of an Ohio “ambu-
lance chaser,” a lawyer who made a prac-
tice of visiting accident victims with aneye
to drumming up legal business. He de-
fended his actions by saying that this was
nothing more than a type of advertising,
protected by the Supreme Court in an ear-
lier decision prohibiting bar associations
from restraining their lawyer-members
from doing any public advertising. But the
court differed, saying thatin-person solici-

s T A

Sure, come right in.
But don’t look in the closet.
tations by a lawyer “for pecuniary gain”
aren’t simply “advertising.”

Item: Other people besides Chief Justice
Warren Burger think there are a lot of in-
competent _awyers around. San Diego-
based Charl=s P. Harrod is a bit stronger
when he says a lot of lawyers are shysters,
besides being schlocks. As a lawyer him-
self, he is specializing in prosecuting other
lawyers for doing a shoddy job for their
clients. He cpened alegal malpractice and
says business is brisk.

Now that you've been handed the good
news, here’s some bad news on the same
subject: It coesn’tlook as if there’ll be any
letup in the amount of litigation in coming
years. Consider the California estimate
that the number of lawyers in that state is
expected tc nearly double by 1984 to about
90,000 from 58,000 last year. Meanwhile,
the state’s population will rise an esti-
mated 10% to about 24.3 million from 22
million. Or, put another way, by 1984 there
will be one lawyer for every 270 people,
versus one lawyer for every 380 pecple
now. An O-wellian prospect.
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letters

Business Insurance welcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Iil. 60611.

A free ride?

To the editor: Re: “How To Find A
Broker And What To Expect” (Aug.
7). Ms. Fisher states that the
broker’s service and expertise is
available at no dollar cost. Not so,
Ms. Fisher; the old adage “you get
what you pay for” still applies. The
insured pays, whether broker, con-
sultant, agent or direct writer.
There are good arguments for
each, and pood ones earn their
way—but you do pay.

Norman J. Goeltz
Market administration manager,
Allstate Insurance Co., Atlanta

10-year carryback

To the editor: I think it would be
a serious mistake to support the
Treasury Department’'s proposal
to allow a 10-year carryback on in-
come losses arising from product
liability claim payments in place of
the present three years. Support-
ing this would be a mistake fortwo
reasons.

First, some businesses might be
induced to retain far more risk
than is appropriate for their finan-
cial position. Secondly, passage of
such legislation by Congress might
lead some of our lawmakers to be-
lieve that they had provided a suffi-
cient remedy to the product liabil-
ity problem and they would there-
fore delay consideration of tort re-
form and other basic remedies that
are needed.

The problem with the Treasury
Department proposal is that it pro-
vides a totally inadequate benefit
to businesses with nominal taxa-
ble income and it provides no ben-
efit at all to businesses with signifi-
cant taxable income.

Consider how the Treasury pro-
posal would affect the position ofa
smaller company with annual tax-
able income of $50,000 faced with a
need to pay a $250,000 uninsured
product liability claim. The
$250,000 deductible expense
would wipe out the current year’s
taxable income plus the oldest
prior years available for carryback.
For each of those years the federal
tax on $50,000 of taxable income
would have been $10,500 (effective
tax rate 21%) providing this busi-
ness with cash available from the
tax credit of $52,500.

Where does that business get the
additional $197,500 it needs to pay
the judgment? The additional cash
needed would probably represent
between 50% and 100% of the total
net worth of the business. I don’t
think that business would survive.

On the other end of the scale,ina
recent article you reported that
Ford Motor Co. retained $2 million
net on its product liability expo-
sure (BI, July 24). Even assuming
this is $2 million per occurrence
with no aggregate limit, it is incon-
ceivable that retentions of this type
by any major corporation could
ever result in uninsured liability
payments in any year that would
be more than a small percentage of
that company’s taxable income for
the year.

We all know that if our economy
is going to improve we desperately
need additional capital invest-
ment. Most of that capital invest-
ment arises from retained earn-
ings. Any business that is forced to
jeopardize that source of capital by
exposing itself to uninsured losses
in excess of its annual taxable in-
come has problems that a tax re-
covery credit cannot solve.

My conclusion is that any busi-
ness faced with a cash requirement
to pay a product liability judgment
in excess of four times its taxable

income (present carryback law)
would have to have some unusual
cash resources to survive. Does the
Treaury honestly believe that
adding another seven years of
available tax recovery would be
meaningful?

Howard T. Weber
Director—Insurance, 3M Co., St.
Paul. Minn.

Physical exams

To the editor: I am interested in
obtaining additional information
concerning “pre-placement” phys-
ical examinations discussed in
“Want to avoid unjustified
claims? Document youremployes’
health” (Aug. 7).

I am interested in whether the
content of the examinations al-
luded to is as extensive in compari-
son to the standard physical.

Would you please forward my re-
quest to Dr. LaDou for possible ad-
ditional information on the stan-
dard vs. extensive type of physical.

Anthony A. Budy
Manager-safety/loss prevention,
United Telephone System, Car-
lisle, Pa.

Additional information can be
requested from Dr. Joseph LaDou,
founder and director of the Penin-
sula Industrial Medical Clinic,
1197 East Arques Ave., Sunnyvale,
Calif. 94086.

Another consultant

To the editor: We enjoy your
publication and especially enjoyed
the article entitled “Buyers’ Mis-
fortunes Are Consultants’ For-
tunes” (May 29).

Risk Consultants Inc. and its
staff of 21 is experiencing satisfy-
ing growth at our three offices
(Dallas, Denver, and headquarters
at Charlotte, N.C.) through offering
some of the same consulting ser-
vices: management or retainer ac-
counts, special projects, and an-
nual audits.

Perhaps your readers would be
interested to know that much of
our new business comes from
banks and other financial institu-
tions. Faced with accountability to
shareholders, directors, and fed-
eral and state examiners, the pro-
spective clients are saying “help!"

Increasingly, governments are
also needing assistance because
they cannot get the response from
open bidding they once could.
William E. Sleeper, CPCU, ARM
Vp, Dallas Office, Risk Consul-
tants Inec., Dallas, Texas

Sexism at BI?

To the editor: The July 24 issue
of Business Insurance carries an
execellent summary of the no-fault
insurance laws now in existence.
However, it contains an error that
appears to be so obvious but yet
continues in the benefits field. Un-
der the state of Utah in the court
challenge and reason section, you
refer to “Workman’s Comp.”

In this era, when women com-
pose such a large portion of the
U.S. workforce, the continued use
of the noun “workman’s” compen-
sation, rather than “worker's”
compensation is particularly of-
fensive.

Perhaps your editorial staff
copied directly from the law or
some other publication. Your edi-
tor should not be faulted any more
than the Law Bulletin published in
Boston, which carries the title
“Workman's Compensation Law
Bulletin” and its sales brochure
continually refers to “workman’s

Continued on page 53
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RKWE
CAN COVER ANY RISK AS EASILY AS
LLOYD'S OF LONDON.

In the past, insuring a
multi-million dollar complex
risk or a pair of million dollar
legs usually meant one thing.
Lloyd’s.

Buton September Ist,
New York's Free Trade Zone
Bill became the law.

Insurance companies li-
censed in the Free Trade Zone
are no longer restricted by
state regulations as to policy
form and rate in accepting
unusual or large commercial
risks (with premiums over
$100,000).

The law also provides
greater flexibility in tailoring
coverages to specific and even
unprecedented needs.

AlG is proud to have
helped develop and implement
this innovative legislation.

It's going to mean new
business, new jobs and a new
tfreedom to compete with
foreign insurers. With one
advantage. We're in New York.

If you'd like to know more
about how the Free Trade Zone
Bill can affect your business,
please send us the coupon. Or
call the AIG representative at
(212) 770-6173 or 770-6175.

September 1st began a
new day for New York busi-
nessmen. Even those of us who
don't have great legs.

Please provide me with information
on the Free Trade Zone Bill and its
| positive effects on my business.

I Name

| Tide

: Company

: Address

Phone

A"

| American International Group, Dept. A,
70 Pine Street. New York, N.Y. 10005
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AS AN EMPLOYER YOU PROVIDE GROUP MEDICAL, DENTAL AND LIFE BENEFITS

WHAT ABOUT A VISION BENEFIT?

When an employee does not see properly his production as well as the quality of work is reduced. What
about the days lost due to eye related problems? Vision benefits are the least expensive benefit you
can provide and the benefit most important to you — the employer.

FEATURES OF THE VISION SERVICE PLAN
e Eye examination each 12 months
s lLenses each 12 months
e Frames each 24 months

N.J. VISION SERVICE ASSOCIATES
P.0.Box 7286 Trenton, N.J. 08628
YES | would like to know . more about a Vision Service Plan

[ Please have a representative call me for an appoint-

e Frames and lenses furnished at laboratory cost ment

e Available nationwide except North & South NAME
Carolina
oy, 0 P COMPANY
e Broker inquires invited
) : ADDRESS.
e Self funded or insured plans available
. e i P 3 " 't
e N.J. Vision Service Associates is a non-profit L iR 5
corporation TELEPHONE.

Over $200 million

Lloyd's plans to reveal
record profits for ‘75

By JOHN MILLER

LONDON—LIloyd'’s is expected
to announce record profits early
this month when final results for
the 1975 trading year are disclosed
under its traditional three-year ac-
counting system.

It is assumed 1975 results will
substantially top 1974's mark of
$124 million and will also beat the
record year of 1973, when profits
reached $200 million on a premium
income of $2 billion.

But with premium income now
reaching $4 billion annually, insur-
ance syndicates are waiting to see

Announcmg a new name
in reinsurance.

Continental Reinsurance
Corporation

e

/ iR f
."J \ 7{"
1 Continental Reinsurance Corporation,
( P a subsidiary of The Continental
~ : Corporation, invites both treaty and
gL . A facultative business worldwide. For
s ' an informative brochure, write
7 AERIN T ; Ed Matthews, President,
: Continental Reinsurance Corporation,
e g 80 Maiden Lane, New York,
7 : : E New York 10038.
\ J 5 / il
3 y I . ®
Continental\e
R : a subsidiary of The Continental Corporation
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Our name is our strength.

The Lioyd’s market is in turmoil
as the world's oldest insurance
market encounters external
pressure and internal problems.
The Economist of London exam-
ines this development on page
27.

the actual percentage profit on
their business. This key indicator
rose from 8.25% in 1970 to 9.21% in
1973, then dropped back to 5.3% in
1974 as a result of the poor under-
writing climate in U.S. liability
risks.

Higher profits will give Lloyd's
encouragement to face competi-
tion from the New York Insurance
Exchange and other markets with
renewed vigor as there is still a
fight for business in many world
centers.

The increase of laid-up shipping
in tankers and other vessels has re-
duced the marine market’s attrac-
tiveness and aviation underwriters
also complain of fierce competi-
tion and over-capacity.

Surplus line liability business
from the U.S. is still attracting at-
tention. The development of “con-
sumerism interest” in many parts
of the world is causing Lloyd’s
anxiety as it could lead to unex-
pectedly heavy claims if it is not
halted. Some experts are predict-
ing a leap of $30 million to $40 mil-
lion in Lloyd’s trading profits for
1975, but this has to be viewed in
relation to higher premium income
before the real benefits are known.

Likely trends for the trading
years 1976 and 1977 will be re-
vealed Sept. 7 when Lloyd’s chair-
man lan Findlay gives his annual
summary of business.

Capacity requirements at
Lloyd’s, where 3,000 new people
want to join its existing 14,000
members, will also be reviewed at
its press conference,

Chairman Findlay has warned it
may become necessary to watch
present capacity carefully. But
there is growing belief that by 1982
there will be a substantial rise in
U.S. insurance demands if some
economic forecasts come true and
that it will pay Lloyd’s to be ready
for this development and for ex-
pansion in other world markets. =

IRS clarifies

filing rules

WASHINGTON—Employe ben-
efit plans maintained outside the
U.S. in-which substantially all the
participants are not U.S. citizens
will not have to file Form 5500 for
1975 and 1976, the Internal Reve-
nue Service says.

According to the instructions for
the 1975 and 1976 forms, these
plans did not have to file with the
Labor Department. Last month’s
announcement makes it clear that
those benefit plans also don’t have
to file with the IRS.

The 1977 Form 5500 clearly ex-
plained that the affected benefit
plans did not have to file with ei-
ther IRS or Labor for 1977. The in-
structions for the 1978 return will
explain filing requirements for

i that plan year, the IRS said. .

Wyoming losses

Insured losses from a wind and
hail storm that swept Wyoming in
early August are estimated at $9.5
million by the American Insurance
Assn. The storm has been assigned
catastrophe number 60.



Crum and Forster believes
“people ought to know that

of positive message will be

helpful to independent agents

“virtually everything that contrib- and brokers everywhere.

utes to the quality and vitality

of life in America depends

In one way or another upon

- Insurance,

We're telling this story in

- television, magazine and news-

- paper advertising throughout
the year. We think this kind

whether or not they represent
Crum and Forster.

For a copy of our most recent
merchandising kit, containing

- aselection of materials you

can use with your own clients,

- write to our Communications

[
i
r
I
|

Department.

| | e ¢
CRUMAFORSTER INSURANCE COMPANIES
THE POLICY MAKERS,

*Mailing address: Morris Township, New Jersey 07960,
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Where 1s Greenwood, Indiana?
" The leading Benefit Consultants and Administrators know!

Greenwood is the headquarters of the Brougher Agency, Inc., the ex-
clusive United States Representative of a leading London Broker, for
the placement of employee benefit stop-loss reinsurance.

If your client needs aggregate stop-loss, specific stop-loss or catastrophic
coverages to transfer risk on a self-funded program, call or write the
Brougher Agency, Inc. We also offer a special reinsurance package for
coverage of groups of 25 to 250 lives and over.

Incidentally, Indianapolis is close to Greenwood, Indiana.

Brougher Agency, Inc.

188 South Madison Avenue
Greenwood, Indiana 46142

(317) 888-3531

Uniform form planned &

Labor to streamline
summary annual report

WASHINGTON—Mention the
words summary annual report and
a pension plan administrator is
likely to turn an angry shade ofred
thinking of the time and expense
spent filling out papers so complex
that few participants could read
and understand them.

All that may soon change, how-
ever, under a new Labor Depart-
ment proposal announced late last
month that calls for the first major
streamlining of the summary an-
nual report since the pension.re-
form law was passed in 1974.

If the proposal becomes final,
both plan administrators and par-

The tougher the

insurance problem,

LLI
i HUNTER

Multinational Insurance Brokers

World Headquarters
10 South Riverside Plaza

BURDICK

Chicago, lllinois 60606

ticipants may have their cake and
eat it too. Administrators will find
their paperwork burden consider-
ably lighter while participants will
be able to quickly zero in on the
vitalinformation in the report—the
plan’s financial condition—and
not be bogged down by superflu-
ous detail.

The government is proposing to
turn the summary annual report
into a uniform easy-to-fill-out form
which plan administrators would
complete by inserting information
in the appropriate blank spaces.

The Labor Department antici-
pates that all information neces-
sary to complete the new form
would be contained in the full an-
nual report that is filed with the
government,

Aside from turning the current
summary annual report into a
form, the Labor Department wants
to scrap some of the detailed finan-
cial information now reguired.

For example, under the pro-
posal, plan administrators no
longer would be required to attach
complete copies of statements of
assets, liabilities, income, ex-
penses and accompanying notes.

In calling for a simplification of
reporting financial data, the Labor
Department noted that few partici-
pants could understand the full
statements and few made aserious
attempt to do so.

Instead of being overwhelmed
by a mass ofinformation thatis dif-
ficult to understand without a fi-
nancial background, participants
will be given the answers to such
questions as what were plan ex-
penses, how much in benefits did
the plan pay out and what is the
value and size of plan assets and
liabilities.

However, plan administrators
still would be required to furnish
financial statements and notes
without charge to participants who
request copies. =

In addition, administrators no
longer would have to provide
names and addresses of plan offi-
cials who are listed in the summary-
plan description booklets which
participants also receive.

The new form, like the existing
summary annual report, would be-
due in most cases nine months af-
ter the end of the plan year. In
some cases, the government grants
extensions for filing reports.

The new form would be available
in time for the 1978 plan year
though the government is asking
for comments on whether the form
should be available for 1977 plan
year.

Comments on the new form

. should be sent by Oct. 10 to: “Sum-

mary Annual Report Regulations,”
Room C4526, Office of Regulatory
Standards and Exceptions, Pen-
sion and Welfare Benefit Pro-
grams, U.S. Department of Labor,
Third and Constitution Ave. NW,
Washington, D.C. 20216. .

INA acquires

Guatemala firm

PHILADELPHIA—INA Corp.
has acquired a majority interest in
a Guatemala insurance company,
Compania de Seguros Cruz Azul.
The insurer writes both property/
casualty and life insurance in Gua-
temala.

“The acquisition of Cruz Azul is
yet another step in adding to the
comprehensiveness of INA’s
worldwide facilities to better serve
our clients’ needs,” INA said. =



We look,

but do we see?

What's the first thing that comes to
mind when you view this photo for
the first time?

If, through shape association, you see
aflame, that will tell you something
about the mind’s influence over

the eye.

You're looking at the mineral colora-
tion on the nearly dry bed of Owens
Lake in California. Isn’t it ironic
that water could look like fire. Two
totally opposite elements. Two adver-
saries, when it comes to 1ndustrial

loss control.

Fire is, and has always been, the great-
est single threat to industrial property.
And water is still the first line of
defense against fire.

As part of the Factory Mutual System,
Allendale Insurance has done more
to understand the destructive nature
of fire in industry, and its control

with water, than possibly any other
organization in the world.

Let us share our understanding with
you. So that when you look at fire
or water you'll see them for what
they are.

For an enlargement of this photograph
suitable for framing write

Corporate Relations Department,
Allendale Insurance.
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Alilendale Insurance

Allendale Park. Johnston. Rhode Island 02919
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Appeals court overturns famous circular saw award

By JERRY GEISEL

NEW ORLEANS—A circuit
court of appeals has overturned a
jury award in what was considered
one of the classic horror stories in
the annals of product liability.

Although the damages involved
were relatively small—$50,000—
the case became a cause celebre in
insurance and business circles as
an example of howjuries no longer
take into account compliance with
safety standards and product alter-
ation when deciding liability.

The Fifth Circuit Court of Ap-
peals disagreed with a district
court jury that found Oliver Ma-
chinery Co. of Grand Rapids,
Mich., liable in an industrial acci-

" dentin which a workerlosta finger
even though the blade guard had
been removed from a commercial
table saw that Oliver manufac-
tured more than 30 years ago.

“We're absolutely delighted with
the appeals court decision,” said
Ralph Baldwin, president of Oliver
Machinery and a national leader in
the tort reform movement. “We're
especially pleased that the court
emphasized that juries must not
operate on sympathy, but on the
law.”

But Robert Earp, the attorney for
the injured worker, said unless the
appeals court decision is reversed,
workers will continue to be
needlessly injured. “The jury ver-
dict would have encouraged a
whole industry to make safer ma-
chines,” the attorney said.

The case began Oct. 11, 1971,
when Curtis Hagans, an employe
ofthe Utility Trailer Co. of El Paso,
Tex., was feeding lumber into a
2,000-pound table saw that Oliver
produced in 1942, .

Suddenly, the circular blade hita
knot in the wood, causing the
“board to jerk up abruptly. As the
board came down, Mr. Hagans' left
hand, which he had been using to
steady the board, fell onto the
blade, severing his ring finger and
severely lacerating his middle fin-
ger.

Mr. Hagans sued Oliver under
the theory of strict liability, argu-
ing that the table saw was “unrea-
sonably dangerous” and therefore
defective since it was equipped
with a removable blade guard de-
vice. The blade guard had been re-
moved prior to the accident.

Plaintiff attorney" Mr. Earp con-
tended that Oliver possessed the
necessary technology in 1942 to
permanently attach the blade to
the saw to prevent accidents such
as struck Mr. Hagans.

But the appeals court ruled the
saw table was no6t unreasonably
dangerous since its utility out-
weighed its danger. The court
noted that a permanent blade
guard would have substantially
limited the saw’s usefulness. Com-
mon woodworking functions such
as dadoing and rabbeting could
not be performed with the guardin
place.

Oliver could have installed a
non-removable guard assembly
device, the court said. But if that
had been done the Oliver table saw
would have been incapable of per-

Pension reserves
hit $101 billion

WASHINGTON—The reserves
of private pension plans adminis-
tered by life insurance companies
totaled $101 billion in 1977, up
14.8% from the $88 billion adminis-
tered a year earlier, reports the
American Council of Life Insur-
ance.

These reserves back up pension
benefits of millions of U.S. work-
ers, the council says, and are in-
vested in various sectors of the
economy. .

Unless manufacturers fight unjustified
claims, ‘the product liability crisis is never
going to be solved in an equitable man-

ner.

—Ralph Baldwin

forming vital woodworking func-
tions.

“Texas law does not require a
manufacturer to destroy the utility
of his product in order to make it
safe,” the court ruled. “A manufac-
turer need not incorporate into his
productsafety features thatrender
the product incapable of perform-
ing some or all of the very func-
tions creating its demand.”

Mr. Earp also contended that:

Oliver was liable because it failed

to warn Mr. Hagans of the risks in-
volved in operating the saw with-
out the blade guard assembly.

Such a warning was vital be-
cause Mr. Jagans had only worked
with the table saw for about a week
and only had about an hour of in-
structions before he first used the
machine, Mr. Earp said.

The court agreed that it is sound
policy for manufacturers to inform
users of the potential risksin using
a product. But there is no obliga-

tion to warn when the danger is
obvious, the court said.

“One can imagine no more obvi-
ous danger than that by the jagged
edge of a circular saw blade spin-
ning at 3,600 revolutions per min-
ute,” the court said. “Clearly, a
warning of the dangers involved in
using the saw would not have in-
formed him of anything he (Ha-
gans) did not know already.”

While obviously elated with the
appeals court decision, Mr.
Baldwin said there is no real win-
ner in personal injury cases due
to the high legal costs.

But unless manufacturers fight
claims they feel are unjustified,
“the product liability crisis is never
going to be solved in an equitable
fashion. You can’t just lie back and
play dead. You have to pursue
every legal remedy,” he said.

Mr. Baldwin said he was

shocked when the jury originally
ruled against Oliver. “The case was
so cut and dry that there seemed no
possibility of a ruling against us.”

But when Oliver lost the first
round, Mr. Baldwin turned to the
firm’s insurer, American Mutual,
and said: “This is a miscarriage of
justice. We want you to appeal.””

Mr. Baldwin, who was one of the
founding fathers in the current
drive to change the tortreformasit
affects product liability, said the
Hagans suit never would have
been filed except for the contin-
gency fee system.

But Mr. Earp said the contin-
gency fee arrangement ensures
that the working man receives the
same justice as the rich man. “But
for the contingency fee system, our
country would only be for the
wealthy,” he said. n

The space shuttle means new commercial opportunities, coupled
with new challenges for tae insurance industry. NASA photograph.

MEMO FROM
MARSH & MCLENNAN

The space shuttle:

it couldn’t

get off the ground
without insurance.

And what that

can mean to you.

Before the space shuttle can be
economically feasible, it must
attract payloads from the pri-

vate sector.

But before any commercial en-
terprise can consider such a
venture, it must be certain of
the availability of adequate in-
surance protection.

In other words, insurance is

needed. Moreover, since the

shuttle is part of an entirely
new transportation system, it
calls for the creation of new and
flexible insurance concepts.

We're pleased to say that lead-

ing the way like this has long
been a Marsh & McLennan
characteristic.
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Photo: Ellis Simon
Westcnester risk manager Robert Bieber checks the oxygen levelina
hospital treatment room.

Insurance

By ELLIS SIMON

WHITE PLAINS, N.Y.—West-
chester County could not have bet-
ter timed the start-up of its risk
management department.

The year was 1973 and the voters
had just put Yonkers mayor Alfred
Del Bello into the county
executive's office. Mr. Del Bello

asked Yonkers' risk manager, Ro- -

bert M. Bieber, to join him at the
county seat.

At the time, insurance markets
were soft, but over the next two
years local governments were to
bear a sting in the form of liability
premiums that were measured in
multiples of previous costs.
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Westchester's Bieber contains

sting to a

Westchester was not unscathed,
but the pain was less than it might
have been without a risk manage-
ment program, according to Mr.
Bieber. Total casualty premiums
rose from $901,000 in 1973 to $2.5
million in 1978 primarily because
of higher workers compensation
costs resulting from pay hikes and
increased staff.

Liability coverage costs rose,
too, but Mr. Bieber said he was told
by Liberty Mutual, the county’sin-
surer, that hikes of between 300%
and 400% would have been in order
had the county not set up its risk
management program.

As director of risk management

In the case of the space shuttle.
we started preparing for its in-
3 surance needs in 1976. So now,

we'll be ready.

call comes.
reality, we are in position tode- | Keeping up with
tine the variety of exposures the pace of change.

that must be covered.

Let’s look
at the record.

Item: Many years before com-
rercial ase of space was a
reality we were busy planning
for that day. Result: We were
rzady with “launch failure”
coverage when the Intelszt 111
satellites lifted off.

Item: The concept of “satellite
life insurance” was developed
by Marsh & McLennan and,
when the time arose, adog ted
as needed, by various ccmmer-
cial communications sate lites:
Comsat General's Marisat®
Comstar® and RCA's Satcom?®

has gone before.

insurance industry.

Item: Today we're looking be-
yond 1980 to the time when
small and large industries

Marsh&
MC[€nnan

hospitals, and universities will
need insurance protection for
the many space activities now
on the drawing board. When
orbiting stations become the
location for ball bearing man-
ufacture or spinal fusion opera-
tions or the formulation of
chemical compounds—a new
era of insurance wil: dawn, and

Risk management for aero-
Space enterprises is one of the
most challenging in the insur-
ance industry. But our ac-
knowledged leadership in this
area—aircraft industry product
liability, airline and general
aviation insurance, space risks
—is just one of many insurance
areas in which we've earned
areputation for pioneering,

Anticipation of constantly
changing needs is one clear way
to make certain that sound
programs are in place when the

As new technology creates new
challenges, Marsh & IV.cLennan
has been called upon ts inno-
vate and break ground where
no other insurance broker

But innovation is just one of
the reasons we've gained our
reputation as a leaderin the

We're also a leader when it
comes to changes that mean
better customer service. Each of
our clients is viewed as a new
challenge, calling for new think-

surance programs.

on our laurels.

relationship offers.

ing and individual attention.
The result: individualized in-

It is a course we have been pur-
suing for over 100 years. It

helps account for our company's
position today as the world’s
leading insurance broker. And
we have no intention of resting

Ifyou are a Marsh & McLennan
client, you know how advan-
tageous this can be in the con-
duct of your business. If you are
not, we invite you to investigate
the opportunities such a

10020.

prepare for tomorrow's,

To find out more about us, and
how we may be able to help
you, write to Dept. 600-BI,
Marsh & McLennan, Incor-
porated, 1221 Avenue of the
Americas, New York, N.Y.

Every client is assured of professional risk
and insurance management services —in
depth —ic help meet today's needs and

When it comes to insurance,
come to the leader.

©1978. Marsh & McLennan, incorporared

small bite

for Westchester County, 38-year-
old Mr. Bieber protects a public en-
tity owning over $200 millior in
property, a 700-vehicle motor fleet
and employing more than 8,000.
Exposures include a community
college, amusement park, com-
mercial airport and medical center.

Reducing exposure has been the
cornerstone of Westchester’s risk
management program. Since com-
ing on board, Mr. Bieber has insti-
tuted property conservation, safe-
ty and loss control measures that
have saved the county over
$500,000.

In each of the county’s 20 depart-
ments, two supervisors have been
assigned additional duties as
safety directors, reporting both to
Mr. Bieber and their respective de-
partment commissioners. The 40
safety officers underwent a four-
day training session and are in
charge of inspecting facilities, re-
porting poor or unsafe work and
making sure corrections are made,
Mr. Bieber said.

When the county’s insurers rec-
ommend changes, the safety direc-
tors are also responsible for put-
ting them into effect, he added.
Other duties include setting up ac-
cident review boards and holding
safety management meetings with-
in the various departments.

“The accident review system has
made employes more aware of
their safety responsibility,” Mr.
Bieber said. In addition, training
sessions with employes have
helped cut back on the number of -
workers compensation claims.

Such was the case when there
was a high incidence of nurses and
nursing employes reporting back
injuries. After implementation of
the training program, incidents

. dropped by 30% to 35%, Mr. Bieber

said.

Preventive measures have also
been taken to reduce West-
chester’s exposure at Rye Play-
land, a county-owned amusement
park. In addition to a preventive
maintenance program ride conces-
sionaires must be inspected by an
independent engineer before they
can open for the season, he said.

At the county airport, home of
numerous corporate craft, an
emergency response system has
been set up to handle potential dis-
asters. Hospital malpractice expo-
sure has been reduced through
better communications with pa-
tients and an improved system for
promptly handling complaints,
Mr. Bieber said.

With the assistance of Liberty
Mutual, Westchester County set up
a defensive driving and emergency
response training program for
sheriff's department, parkway po-
lice and other personnel regularly
driving on behalf of the county.

In addition, the driving histories
are carefully reviewed and persons
“we don’t wantin county vehicles”
are “weeded out,” said Mr. Bieber.

Loss prevention measures have
not been limited to the casualty
side. In conjunction with the Im-
proved Risk Mutuals, West-
chester’s property insurer, the risk
management department regu-
larly inspects county property for
housekeeping and sprinkler prob-
lems and needed repairs for

- hazardous facilities.

Much of this work is the respon-
sibility of Arthur Harris, Mr.
Bieber’s assistant, who maintains
regular contact with the depart-
mental safety directors. Minor re-
peairs can be handled out of operat-
ing budgets, but Mr. Bieberis often
called before the county legislature

Continued on following page
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If your client has a Moppertim, it's probably very
valuable. Because it's known for the high limit jewelry it
wears, a Moppertim needs a quality FERSONAL

. PROPERTY FLOATER.
/B So if you have a client or prospect with HIGH VALUED
JEWELRY or other PERSONAL PROPERTY, call for:
e $100,000 ir house capacity

e Fine Arts and professional musical instruments
e Assured prompt telephone response

e California & Arizona Risks Only

Call Debbie McCarthy

Beech Street Insurance Services
BEECH STREET AT 6TH AVENUE, SAN DIEGO, CA 92701
TELEPHONE: 800-854-2234 OR 800-854-2294
CALIFORNIA: 800-522-1533

Westchester . . .

Continued from preceding page
to justify major work.

Employe fidelity has not been
overlooked by Mr. Bieber's loss
prevention measures. At facilities
where there is a great inflow of
cash, such as Playland, the com-
munity college and hospital,
money is constantly audited and
careful records are kept.

With a $2.5 million premium, cas-
ualty coverage represents West-
chester County’s greatest cost. By
comparison, property coverage for
$207 million total exposure runs
$153,000.

The county’s casualty coverage
includes general and auto liability
plus workers compensation writ-
ten under a master program in-
sured by Liberty Mutual. The plan
has no deductible and provides up
to $1.5 million per occurrence. The

county also maintains a $10 million

Corporate Insurance Managers,
Controllers and Treasurers...

There’s More to Insurance
Than Selling Policies.

You've used premium financing as a
means of leveling premium payments,
preserving cash and maximizing the
return on capital . . . it’s not news.
Lump sum payments may not be the
best course for you.

Premium financing has been avail-
able either by direct bank loans, exist-
ing credit lines or through a premium
finance company. But bank loans and
credit lines are expensive and tied to a
variable prime plus interest rate. They
also require maintaining a compensat-
ing balance of 10 to 20%, and lengthy
legal agreements and credit statements.

A premium finance company is the
professional way to maximize cash
flow and return on capital. Take ad-
vantage of CUPAC’s competitive rates
while eliminating the bothersome and
expensive requirements of bank loans
or credit lines. CUPAC's tailored pre-

Please send me information about CUPAC’s premium financing with I

mium finance plans all provide timely
billing . . . without a coupon book to
worry about. And, if you wish, we’ll
combine all your policies into one bill
which is computerized for efficiency.

At CUPAC, we are premium financ-
ing specialists who understand that
there is more to insurance than selling
policies. We can show you the sig-
nificant benefits available to you by
using CUPAC for the financing of all
your property and casualty insurance
coverage needs.

CUPAC provides services designed
to helo you when and where you need
them most.

For more information, call this toll-
free number, 1-800-225-6284 or fill out
and return this coupon to:

Mr. S. B. Brenton, Vice President,
CUPAC Inc., One Beacon Street,
Boston, MA 02108.

State

Zip

: cash flow benefits.
l Name

| Fim

: Address

| City

[ N S S ——————

L-__-—

umbrella policy written in Lon-
don.

Mr. Bieber had considered self-
insuring the county’s workers
compensation exposure, but anal-
ysis of the total insurance program
showed that savings on workers
compensation would have been
more than offset by higher hospital
malpractice costs.

By including the medical
center’s malpractice in the master
casualty program, Westchester can
get coverage for much lower pre-
mium than if it were insured sepa-
rately. The size of the total pre-
mium plus the fact that West-
chester’'s workers comp is highly
profitable for Liberty Mutual are
inducements for thisarrangement,
Mr. Bieber said.

Westchester County has been
with Liberty for 19 years and has
had good loss experience over that
period, he added. “They know our
risk, know the management of our
risk and they're willing to stick
with us.”

However, Mr. Bieber changed
property insurers in 1977. That
year, Improved Risk Mutuals re-
placed Allendale Mutual with a
program providing greater flexi-
bility and a $70,000 savings, he
said. In addition, Westchester as-
sumed a $50,000 deductible per oc-
currence where it previously had
$500 per occurrence,

l'l

Westchester County

With a population of al-
most 1 million persons,
Westchester County is a
study in contrasts. It
stretches from the New
York city limits to Bear
Mountain and Yorktown
Heights some 30 miles
north and from Connecti-
cut to the East Bank ofthe
Hudson River. Noted for
posh suburban communi-
ties such as Scarsdale,
Bronxville and Harrison, it
also includes larger cities
such as Yonkers, White
Plains and New Rochelle
which suffer from the urban
decay of the Northeast.

The county government
operates on a budget of
$403 million and employs
8,000.

Whereas the old policy provided
coverage for named perils only on
a cash value basis, the new pro-
gram covers all risks and provides
replacement cost, he noted. Under
the new program, “we could never
become a co-insurer,” Mr. Bieber
said.

INA underwrites the county’s
comprehensive crime policy, with
no deductible and a $1,000 deducti-
ble on money and securities cov-
erage. MOAC is underwriter for
Westchester’s marine fleet, one
sludge barge.

Knox, Lent & Tucker of White
Plains is the county’s broker of rec-
ord.

Mr. Bieber's expertise is being
used to assist Westchester’s
municipalities in solving some of
their insurance problems. He
serves as technicaladvisertoatask
force the municipalities and school
districts set up to deal with their
liability problems.

The task force has hired the Bliss
Group of Illinois to do a study on
the feasibility of a reciprocal ar-
rangement. =



tate extends
orkers’ right
to file suit

CHARLESTON, W. Va.—Three
lower court rulings involving in-
jured workers at a coal mine, a
bridge and a factory were over-
turned as the West Virginia su-
preme court broadened employes’
rights to safe working conditions.

“Entrepeneurs were not given
the right to carry on their enter-
prises without any regard to the
life and limb of the participants in
the endeavor and free from all
common law liability,” the court
declared.

By making negligent firms vul-
nerable to lawsuits by aggrieved
workmen, the court’s decision
could lead to widespread repercus-
sions in industry.

Employers had been free of lia-
bility in most cases before, since
the bench normally ruled that dead
or injured workmen were covered
by workers compensation.

The United Mine Workers union,
in a friend-of-the-court brief,
claimed that workers compensa-
tion became a ‘“trade-off” since
workers didn’t have to prove liabil-
ity and companies didn’t put their
fate in a jury's hands.

However, the UMW said some
firms have merely figured in a cer-
tain percentage for compensation
claims and conduct business as
usual, aware that employes will be
killed or injured. Companies feel
safe from damage suits due to the
immunity factor, the union
charged.

The court tried to define the elu-
sive term “deliberate intent” under
which it would allow injured
workers to seek compensatory
damages in court outside the nor-
mal immunity bounds of compen-
sation.

Justice Darrell V. McGraw Jr.
said deliberate intent means an
employer loses immunity from
suit “where his conduct
constitutes . . . willful, wanton and
reckless misconduct.”

The court said liability or that
ability to sue and collect will re-
quire “a strong probability that
harm may result from the
company’s action.” L

More quake
info asked

SACRAMENTO, Calif—New reg-
ulations aimed at making sure that
property insurance companies are
able to meet their obligations in
case of a major California earth-
gake have been released by the
state insurance department.

Under the new rules, each in-
surer doing property insurance
business in the state must record
ite earthquake liabilities and re-
pcrt them to the department. The
regulations also provide that each
insurer calculate the probable
maximum loss (PML) it could in-
cur in the event of a catastrophic
earthquake, less deductibles and
he amount it would be reim-
bursed through reinsurance.

A department spokesman said
he development of the PML will
elp insurers make realistic evalu-
ations of their aggregate earth-
queke loss exposures and their
abiity to respond. In addition, the
PML data will help the department
supervise risk exposures as re-

uired by the California Insurance
“oce.

Tae new rules divide the state
intc seven zones, each of which,
according to seismologists, could
separately and at different times

uffar a major earthquake. »
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CIRCLE OF PROTECTION

Airlines

AVIATION

UNDERWRITERS., INC.

New Orleans - 610 Poydras St., 70130
(504) 524-4131 - Telex: 058-275 - 058-7440
Atlanta - 10 Corporate Square, 30329 (404) 321-1660
Houston - 1770 Saint James Pl., 77027 - (743) 627-9720
Los Angeles - 3200 Wilshire Bivd., 20010 - (213) 385-8436
Tulsa - 305 Park Tower Bldg., 74135 - (918) 664-0101
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DAVIS, DORLAND & GO.

INSURANCE BROKERS

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

TEL: (212) 791-2100

ABA study shows

Higher insurance costs,
losses strike U.S. banks

WASHINGTON—The nation’s
banks were hit with higher insur-
ance costs and bigger losses in the
last year, according to a bank trade

group.

The cost of blanket bond cover-
age, which protects banks against
such common losses as employe
dishonesty, robbery, burglary and
check forgery, jumped by 15.6% in
one year. Overall, bond coverage
soaked up about half of the nearly
$200 million the banking industry
shelled out in insurance premiums
in 1977,

These findings are contained in
the American Bankers Assn.’s sec-

GAB LOOKS AFTER
A

THELITTLEG

Your insureds don't
have to be big to get
our best service.

We serve hundreds of small
insurance companies, agents,
brokers, and self-insureds the
same way we serve the giants of
the insurance industry: promptly v
and professionally.

For 92 years we've tailored our
comprehensive claims services to
your needs. GAB responds to the
one-time emergency call from
smaller agencies with the same
speed and efficiency as we cope
with major catastrophies. .

Whether your insureds make
pizza or petroleum products, they
can count on GAB for the fastest,
most reliable service available
today. Anywhere. Anytime.

Our more than 5,000 people
in 650 offices nationwide stand
ready to meet your needs.

For the GAB office nearest you,
check the Yellow Pages. Or write for
our Little Red Book.

Mr. Joseph J. Nigro Ri R Aa
Secretary, Marketing & Sales Division, GAB
123 William Street, New York, N.Y. 10038

Please send me your Little Red Book listing
GAB's 650 offices and phone numbers
nationwide.

NAME

COMPANY

ADDRESS .

cITY

STATE _ .

ZIP

123 William Street, New York, N.Y. 10C38

Q.!

ond annual confidential bank in-
surance survey. The group sur-
veyed 3,393 of the nation’s 14,412
banks. The randomly selected
banks were asked about their in-
surance needs, coverages, costs
and losses. From the results, the
ABA extrapolated spending and
experience for the entire banking
industry.

Smaller banks were much more
likely to be socked with bigger in-

‘creases in bond coverage pre-

miums than their larger counter-
parts. For example, banks with de-
posits of between $25 million and
$99 million found their bond cover-
age premiums rising by an average
of 21% in one year. However, banks
with deposits of more than $1 bil-
lion paid just 3.9% more.

Geographically, banks in the
West and Southwest paid 27%
more in bond coverage premiums
last year, while banks in the ABA's
region 1, which includes most of
the Eastern Seaboard, paid 10.6%
more.

The size of the bank also was di-
rectly related to the deductibles in
basic bankers blanket bond pro-
grams. Banks with deposits of less
that $25 million had an average de-
ductible perincident of $4,500. The
largest banks had an average de-
ductible of $190,000.

Only 4% of banks responding
said they had no deductible on
their basic bankers blanket bond
coverage. Banks without a deduct-
ible tended to be small.

According to the survey, bank
size had a direct relationship on
the likelihood of the bank being
robbed. For example, in 1977 about
2% of banks with deposits of less
than $25 million said they had suf-
fered losses due to robberies.

On the other hand, a whopping
77% of banks with an average of
more than $1 billion in deposits
said they had robbery losses.

Nine out of the 10 largest banks
carry special insurance for their
data processing systems, but only
8% of the smallest banks carry
such protection. The reason for
this disparity is that larger banks
are much more likely to engage in
extensive data processing opera-
tions, the study explained.

Most banks continued to pur-
chase more insurance than that
suggested by the ABA's insurance
and protection division. For exam-
ple, bankers blanket bond cover-
age for banks with less than $25
million in deposits averaged
$438,349. The ABA recommends
only $350,000 of protection.

The mean policy limits for basic
blanket bond for banks with de-
posits between $25 million and $99
million was $1.38 million while the
mean policy limit for banks with
deposits between $100 million and
$499 million was $2.94 million.

In addition, the mean policy
limits for blanket bond for banks
with deposits between $500 mil-
lion and $999 million was $6.42 mil-
lion. Finally, the biggest banks in
the country, those with deposits of
more than $1 billion had a mean
policy limit of $10.73 million for ba-
sic blanket bond.

Average premiums for blanket
bond coverage ranged from $2,830
for institutions with less than $25
million in deposits to $163,000 for
the largest banks.

As in past years, the biggest loss
for banks was due to check fraud,
thetypeleastlikely to be recovered
through insurance. Check fraud
last year cost the banking industry
$76,187,000. "



Diversification, innovation and change —it’s qualities like these
which have made retailing one of our most unique and chal-
lenging industries.

Americar. retailers now employ over 14 million people;
operate nearly two million outlets, and ring up almost $800
billion in annual sales. Moreover, many of these retailers have
also expanded into such diverse activities as real estate, financ-
ing, construction, distribution, and more.

Providing this dynamic industry with the insurance services so
vital for growth has been a Corroon & Black trademark for over
50 years.

In addition to arranging insurance plans for thousands of small

and medium size operators, we are continually developing
highly sophisticated risk management programs for some of the
industry’s giants.

One such program helped a client slash insurance costs by im-
plementing comprehensive loss control procedures developed
by our safety engineering specialists.

Another maximized property and casualty coverage for a lead-
ing supermarket chain. Still another provided expert insurance
and safety services for planning and building a mammoth ware-
housing and distribution center.

At Corroon & Black, our inventory of retailing insurance ser-
vices is as dynamic as the industry we serve.

CORROON & BLACK

150 William Street, New York, N.Y. 10038 212-732-4900
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CRAVENS, DARGAN AND COMPANY

Pacific Coast of lllinois, Inc.

Risk Underwriters with innovative ideas
servicing the Midwestern States

Contact: Bob Haney, Paul Feldsher, Ken Karsted or Kandy Pinkstaff

Cravens, Dargan and Company, Pacific Coast of lilinois, Inc.

Sears, Tower, Suite 5730
233 South Wacker Drive
Chicago, lllinois 60606
(312) 876-0262

Telex: 25-4279

BNA survey

Firms expand benefits,
reject national health

WASHINGTON—A dramatic in-
crease in dental insurance plans
and a 75% rise in the cost of health
insurance programs are among the
most significant changes in em-
ploye benefit plans in the last four
years, according to the Bureau of
National Affairs.

A BNA survey of 162 personnel
directors also found that about half
the companies queried now pro-
vide the same benefits for all em-
ployes, up from the 40% that pro-
vided identical benefits in a simi-
liar survey in 1974. The number of
firms providing long term disabil-
ity plans also doubled in the last
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At Reed Shaw Stenhouse we're con-
vinced that the companies for whom
we broker insurance are best served
by people who live and work in or
close to the same communities. We
also believe that our continued ability
to provide better service depends on
the access all our people have to the
experience and expertise of other
Reed Stenhouse people around the
world.

To make our philosophy work requires
the operation of a large number of
relatively small offices with wide
geographical distribution. The result
is the best of all possible insurance
worlds ... vast expertise and servic-
ing ability coupled with close and

friendly relationships among client,
broker and market.

We're following the same philosophy
here in the US and now have 20 offices

in major cities including our latest in’

Anchorage. So, whether you call
Dave Blackwood in Alaska or George
Hammond in Fort Lauderdale, Florida,
you've got the services of all of us at
your fingertips . . . including our peo-
ple in Bangkok if you need them.

Reed Shaw Stenhouse is a different
kind of insurance broker . . . different in
a way that assures you of better ser-
vice through better interaction and
better access to insurance markets.

REED SHAW STENHOUSE

INTERNATIONAL INSURANCE BROKERS

With offices in Anchorage. Boca Raton, Boston, Chicago, Denver, Fort Lauderdale, Honolulu, Houston,
Kansas City, Los Angeles, New York, Oakland, Oriando, Pifttsburgh, Portiand., St. Louis, San Francisco, Seattle,
Washington, D.C. and one-hundred twenty-five other cities around the world.
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four years.

Ir. addition, the Bureau found
ovecwhelming opposition to na-
tioral health insurance. Only four
of the personnel managers favored
such a program, 20 had no opinion
and 66 said they opposed the idea.

“No thanks,” wrote one person-
nel official. “We feel federalization
leads to decay of service and loss of
quality of care.”

“This is not the answer to the
prcblem” of rising health care
costs, wrote another personnel
chief.

Forty percent of the companies
surveyed now offer dental insur-
ance programs, up from 12% in
1974. Thirty percent offer pre-
scription drug plans but only one
company reported a prepaid legal
se-vice program.

All but two of the firms provide
employes with group life insur-
ar.ce. These benefits are now more
likely to be based on annual salary,
while in 1974 most companies re-
ported using a flat amount.

The average monthly premium
paid by the employer for life insur-
ance ranges from an average of
$4.24 per plant employe to $4.87
par managerial employe About
one-quarter require employes to
contribute to the cost of life insur-
ance.

Long term disability plans now
cover office employes in 67% of the
firms. Forty-three percent of the
companies cover plant employes
and 81% provide LTD for manage-
rial employes. The number of firms
providing LTD was too small to be
included in a 1968 BN A survey and
has doubled since the 1974 Bureau
report.

Eligibility requirements for LTD
coverage tend to be longer than for
other types of insurance and the
maximum benefit is most often be-
tween 55% and two-thirds of pay.
LTD costs for employers varied
widely from four cents per $100 of
salary to $1.34 per.$100 of salary.

Nearly all the companies provide
health and major medical benefits.
Insurance companies are the
source of the benefits for 58% of the
companies, about the same as in
1974. Blue Cross/Blue Shield now
captures about 39%, down from the
43% figure four years ago.

Nine percent of the companies
now self-insure their benefits, up
sharply from the 3% reporting self-
insurance in the previous report.

The median cost for compre-
hensive medical plans for office
and managerial employes is $25.16
per month per employe; for plant
employes the figure is $29.18. Fam-
ily coverage for office and manage-
rial workers is $66.73; for plant em-
ployes that figure is $79.40.

The cost of health insurance pro-
grams has increased 75% in four
years, the personnel officers re-
ported.

About 40% of the firms surveyed
require their workers to contribute
to the cost of medical insurance.

Less than half (45%) of the firms
have been approached by an HMO,
although two-thirds of the firms
that have been approached have
offered their workers the option of
a prepaid program.

Thirty-four percent of the com-
panies say they have taken some
steps to control health care costs.
The most frequently mentioned
step is to work closely with insur-
ance companiesto institute coordi-
nation of benefits programs to
make sure the same medical bill
isn’t being paid twice, the Bureau
of National Affairs reported. "



Abuses plague most Teamster
pension funds, dissidents say

Crain News Service

WASHINGTON—The Teamster
pension funds are a horror story of
ERISA violations and inaction by
the Labor Department and Con-
gress,
charges.

The Professional Drivers Coun-
cil (PROD) released a study of the
15 largest Teamster pension funds
to illustrate their complaints that
the funds are rife with fraud.

The union members said “be-
ware’ is the one-word message
trumpeted by the 80-page report.
PROD research director Bob Win-
drem said most of the 15 top funds
have violated ERISA.

However, PROD discovered the
pension plan for the union’s lead-
ership is pristine by comparison
with careful investments and gen-
erous benefits. “It is fitting that the
Cadillac of union pension funds
should serve those who drive
union Cadillacs,”” PROD com-
plained.

Mr. Windrem claimed that the
Labor Department’s commitment
to investigating Teamster abuses
has been “woefully lacking,” and
that Congress “needs to wake up to
the threat of continuing fund
losses.”

In response to the report, Team-
sters president Frank E. Fitzsim-
mons released a statement chal-
lenging outside organizations,
such as PROD *“to themselves
adopt democratic principles.”

Those principles include nego-
tiating a contract between labor
and management, setting up a pen-
sion fund for members, divorcing
themselves from the support of
“millionaires’ and tax-exempt
funds” and “union busting law-
yers,” and “telling the truth in-
stead of lying.”

a union reform group"

Mr. Windrem said the “sophisti-
cation of the manner in which pen-
sion funds are being ripped off”
calls for a greater commitment by
the Labor Department. To under-
score this, he said he was told the
department has only one lawyer
working on a suit against the Cen-
tral States pension fund, compared
to eight attorneys for the fund.

“The Labor Department cannot
continue to use a minimum num-
ber of investigators to attack a ma-
jor problem of American life—the
massive ripoff of workers’ benefit
funds,” he declared.

He said part of the problem is
that the department wants to move
slowly in order not to establish a
precedent of acting too quickly in
ERISA investigations.

According to PROD, however,
another part of the problem is po-
litical. “The Labor Department has
always been considered the advo-
cate of organized labor,” Mr. Win-
drem said.

One recommendation that
PROD and Teamsters for Demo-
cratic Union have made, Mr. Win-
drem continued, is for Congress to
consider a bill permitting plan par-
ticipants to vote for union trustees
of benefit funds, That recommen-
dation, he said, “has apparently
fallen on deaf Congressional ears.”

The PROD report says that the
Central States fund, “which could
be a great engine for good in this
nation, has instead become a
money machine for every gangster
with the right connections.” This
type of corruption, Mr. Windrem
stated, is spreading into the more
than 230 pension funds covering
more than 1.8 million Teamsters.

The survey found that six of the
top 15 funds lost heavily because of
investment decisions “no reason-
able man could call prudent.” A

Average hospital room rates
semiprivate/January 1978
Alabama $ 80 Montana $ 88
Alaska $148 Nebraska $ 82
~Arizona $ 87 Nevada $ 99
Arkansas $ 67 New Hampshire $ 99
California $133 New Jersey $118
Colorado $ 97 New Mexico $ 94
Connecticut $116 New York $129
Delaware $ 91 North Carolina $ 7T
District of Columbia $126 North Dakota $ 80
Florida $ 9N Ohio $118
Georgia $ 83 Oklahoma $ 81
Hawaii $ 89 Oregon $106
ldaho $ 88 Pennsylvania $106
lllinois $125 Puerto Rico $ 66
Indiana $ 87 Rhode Island $114
lowa $ 82 South Carolina $ 66
Kansas $ 83 South Dakota $ 73
Kentucky $ 7 Tennessee $ 72
Louisiana $ 75 Texas $ 76
Maine $105 Utah $ 97
Maryland $ 98 Vermont $ 94
Massachusetts $127 Virginia $ 84
Michigan $130 Washington $103
Minnesota $ 86 West Virginia $ 87
Mississippi $ 56 Wisconsin $ 88
Missouri $ 84 Wyoming $ 80
Source: Health Insurance Assn. of America

A&A acquires Calif. broker

LOS ANGELES—Alexander &
Alexander Inc. is acquiring Lee
Smith & Co. Inc, an Orange
County insurance broker that re-
ported $8.4 million in gross reve-
nues for 1977.

A&A thus continues its aggres-
sive acquisition program that al-
lowed it to leap Johnson & Higgins
and -become the second largest

brokerage firm in the nation last
year,

E. Lee Smith, now president of
the firm, will become a vp at Alex-
ander & Alexander of California.
The 35 employes of the Smith firm
will remain at their present loca-
tion for the rest of the year and will
then move to new quarters in Or-
ange County. e

seventh fund reported a multimil-
lion dollarloss to a swindler whose
prior record should have at least
raised flags. An eighth, the Alaska
Teamster fund, is owed $20 million
by its companion health and wel-
fare and prepaid legal funds be-
cause of “massive mismanage-
ment.”

Additionally, other funds in-
curred “huge” stock losses in
1976—losses other funds avoided,
the report says.

Despite these abuses, the report
lauds a few of the funds as well-
managed. For example, PROD
says the largest fund, the $1.6 bil-
lion Western Conference, is “as
well disciplined, as ‘clean’ as the
reputation ofthe Prudential Insur-
ance Co., which manages all of its
assets at a guaranteed rate-of-
return in excess of 7% and with to-
tal discretion.”

And, ironically, the report points
out that the $90.6 million fund
which covers Teamster leaders—
the Teamsters Affiliates Fund—
“has no money invested in real es-
tate.”

“Far be it from Fitz (Mr. Fitzsim-
mons) and his lieutenants to invest
their money in shaky investments
like Las Vegas casinos run by con-
victed felons or desert property
miles from nowhere,” the report
says.

The report notes that the fund
invests in blue chip stocks and
bonds and guaranteed return con-
tracts. It says the union pays
money into the'fund on a regular
basis, “and every nickel, dime and
quarter that flows into the fund
comes from the pockets of rank-
and-filers.” .
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HOW 10 GET
100 YEARS' EXPERIENGE
INVESTIGATING

Put Pinkerton's on your case.

For more than a century, Pinkerton's has helped
insurance companies, their attorneys—and, more
recently, self-insursd organizations —investigate all
types of claims.

We have mor= than 100 offices throughout the
U.S. and Canada. Since we're not limited to one

.area, you're not faced with long distance travel costs
to complete investigations.

We have personnel for any special linguistic or
otherwise sensitive situation.

And our investigative procedures, developed
and refined over our long experience, have proved
to be especially effective.

If you want to investigate our claims further,
write: Pinkerton's, Inc., 100 Church Street, N.Y,,

N.Y. 10007. Or call (212) 285-4856

Railroad Protective

Call Richard Seimonsky
(516)482-6215 (212)895-7240
Out of town Call (800) 645-6286

Quotes Within 24 Hours

INTERNATIONAL
HEADQUARTERS

If yvou need

Jrom

INTERNATIONAL RISK MANAGERS, LTD.

Over 30 years of service to contractors, business and industry.

BRAMNCH OFFICES:
New York City

Lincoln Park, MJ

Mew Rochelle, NY

Ft. Lauderdale, FL

45 North Station Plaza

P.O. Box 689

Great Neck, New York 11022
Telex: #960273

Cable: NAPRE, GREATNECKNY
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Over 126,000 member agents.representing 34,000 agencies. More than
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Lloyd's future . ..

Continued from preceding page
planation: Lloyd’s is mindful ofits
duties under the Insurance Bro-
kers (Registration) Act 1977 which
requires all brokers toregister with
the department of trade (those
loved by Lloyd’'s get automatic reg-
istration).

Also, says Mr. Findlay, Lloyd’s
might find it hard to discipline
wayward brokers if they are con-
trolled from abroad. Lloyd’s says
that foreign laws may prevent an
overseas owner from complying
with committee rulings.

But serious offences can be
punished by withdrawing the
Lloyd’s broker’s license. American
insurers, who directed #1 billion of
business to Lloyd's last year, are
unconvinced. They think the big
Lloyd’s brokers just want to keep
them out.

Three quarters of all Lloyd’s
business comes from overseas, and
half from America. The largest sin-
gle chunk, about £250 million last
year, came from none other than
Marsh & McLennan, which is
America’s biggest broker. Much of
it went via three big Lloyd’s bro-
kers, C. T. Browring, Sedgwick
Forbes and Bland Payne (20%
owned by Marsh & McLennan).
Commission on this busi-
ness—5-10% of premiums—is split
between the American and En-
glish brokers.

Lloyd’s brokers usually take be-
tween a half and a quarter of the
commission, Because of the
Lloyd’s ban, some American bro-
kers now want more.

Lloyd’'s, worried by this and by
the threat of a rival New York mar-
ket, has backpedalled a bit on one
of the bids. Frank B. Hall is paying
%26 million for Leslieand Godwin,
which will, after all, retain its
Lloyd’s club card. Hall must split
out the Lloyd’s broking operations
by the end of 1978 and sell 75% of
them toa Lloyd's-approved British
firm.

In banning foreign ownership of
Lloyd’'s brokers, the committee
gave an unintended fillip to the ri-
val operation being set up in New
York. The new exchange could be
touting for business by mid-1979.
It will have a start-up capital of $60
million, which means premium in-
come capacity of $200 million, only
a fraction of the total $60 billion-a-
year American insurance and rein-
surance market.

Imitating Lloyd's may defeatthe
Americans. They have chosen the
wrong moment in the six-year in-
surance cycle. American rates are
just past their peak, and there is
spare underwriting capacity. Rates
may pick up again in 1980-81, when
underwriting capacity is next ex-
pected to contract, as falling
profits drive out marginal opera-
tors. High-risk business will then
be hard to place domestically, be-
cause of the glut of good-quality
business. Traditionally it is this
high-risk business which comes to
Lloyd’s. Ifthe New York marketis
to rival Lloyd's and siphon off
some of this London-bound busi-
ness, it must by 1980-81 have devel-
oped some of the Lloyd's know-
how and be able to match London
rates.

Even at home, competition for
Lloyd’s business is hotting up.
Many general insurance compa-
nies worldwide moved into rein-
surance, especially marine and avi-
ation, before 1974, lured by fat
profits. So did the normally staid
life offices. They wanted to expand
into géneral insurance, and rein-
surance is a cheap entry path be-
cause there are no big overheads,
like advertising.

Much of the competition for
Lloyd’s business, however, comes
from established firms, especially
in- continental Europe. The two
biggest reinsurers between them

do more business than Lloyd's.

The committee of Lloyd’sis wor-
ried about more and more mem-
bers chasing a limited volume of
business for narrowing margins.
One response it is considering is to
limit the number of new under-
writers elected each year. The
amount of business Lloyd’s can
write depends on the number of

underwriting members. Each
member can write at least £100,000
of premium business a year. There
is no shortage of takers, Over 3,600
were elected last year.

In marine underwriting, almost a
third of Lloyd’s premium income,
rates are low (and falling) partly be-
cause of the slump in world ship-
ping, espec:ally tankers. In the
good times, shipowners can cheer-
fully afford zop-line Lloyd’s insur-
ance cover; in a slump, especially

when the ships are laid up, they
economize. More business could
evaporate if some marine under-
writers have their way.
Committee members, like Ro-
bert Kiln, are worried. He thinks
there is much unwise underwrit-
ing in London. Some underwrit-
ers, eager to fill capacity even at
bargain-basement rates, perform
only cursory checks on the risk.
Many Lloyd’s brokers control
underwriting agencies. Lloyd’s is
sensitive about the potential con-

flict of interest. Underwriting
agencies which manage syndicates
may have an interest in that syn-
dicate making a profit. Yet the bro-
ker is legally acting for the assured,
with a duty to get the lowest rate.

This practice of the broker acting
as agent for the underwriter dates
back to the nineteenth century, at
least. Like so much in the running
of Lloyd's, custom takes prece-
dence. Tradition is fine but no rea-
son to preserve practices that defy
commercial sense. =

“A marine company with depth
almost forces you to grow.”

—Leon Theriot, President, Theriot, Duet & Theriot, Inc., Golden Meadow, Louisiana.

“| went into the agency business for myself
over 20 years ago. | con’t think | could have

grown the way | have without MOAC.

“MOAC specialists supported my efforts all the
way. They know their business. And they did

everything they could to help me grow.

“My business is built around vessels that serve
the offshore oil and gas industry. Some operate

as far away as the North Sea.

“Being stretched out this far, it's good to know
MOAC is behind me. They've helped me in the
rough weather and kept things on an even keel
by providing a stable market.

“We’ve been able to promote a total marine

package. MOAC specialists have comeinona

number of occasions and worked out cover-

wouldn’t.”

ages when other underwriters couldn’t or

A marine company that pulls with you. That’s

what you can expect from MOAC.
Marine Office of America Corporation

a subsidiary of The Continental Corporation

MOAC

The marine office.

80 Maiden Lane, New York, N.Y. 10038




Provincial

By HARRIET KING

VANCOUVER, B.C.—Nearly
five years ago, a socialist provincial
government declared itself the
only basic liability insurer for
autos in British Columbia, includ-
ing coverage on some 156,000 vehi-
cles in corporate fleets.

Consequently, on March 1, 1974,

the Insurance Corp. of British Co-
lumbia was born, amid much con-
troversy. Yet, its basic coverage
monopoly grew rapidly and it soon
became the third largest auto in-
surer in Canada.

The socialist New Democratic
Party government was contending
that private carriers had skimmed
the cream off the auto market by

selecting only the safest drivers.
Higher risk motorists were priced
out of the market, leaving perhaps
30% .of British Columbia drivers
uninsured. NDP leaders reasoned
that if they could insure everybody
in one package, the good risks
would blend with the bad and
premiums for all would be afford-
able. All drivers received $75,000
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auto pool steers crashes into success

minimum liability coverage, the
highest required in Canada.

ICBC was said to be a socialist
solution to a free enterprise prob-
lem. But despite early fears that
the new carrier would become a
bureaucratic monster, some Van-
couver risk managers contend that
the new government coverage is
better than what they had before.

“I'm not a socialist and I don’i
like government intervention into
private enterprise. But from the
beginning, ICBC has to me made a
lot of sense. It was brought about
because of the head-in-the-sand
attitude of the private insurance
companies,” contends William
Tully, risk manager for B.C. Forest
Products, one of B.C.’s largest re-
source companies, and legislative
chairman for the Canadian risk
managers association.

Mr. Tully contends that “over the
last three years, ICBC had prob-
ably cost most companies less than
their previous coverage, especially
with safe driving bonuses. It alsc
means that there is very little
chance of uninsured motorists
running around, because people
can’t get their plates unless they
have the basic $75,000 coverage.”

Robbie D. Sherrell, who became
president of ICBC in March of this
year, believes so strongly in the
principle behind ICBC that he
says: “I'd certainly think it could
be a model for any nation, state or
province. It has got to be the an-
swer when dealing with a portfolio
that no carrier wants to deal with,
from product liability to medical
malpractice to marine hull. Or for
things like nerve gas or radiation
exposures.”

Mr. Sherrell came to ICBC with
19 years of experience behind him,
all spent at the Hartford Insurance
Group. His last position was exec-
utive director of Hartford Europe.

Another risk manager, Sam
Badger of MacMillan Bloedel,
B.C's largest forest products pro-
ducer, notes: “ICBC was a political
promise that had to be kept, come
hell or high water. But we cur-
rently are not having any specific
problems with the coverage.

“There were a lot of problems at
the outset of the administration of
the system because it developed
too fast” he adds.

In essence, ICBC became one of

Robbie D. Sherrell says the
British Columbia system could
be a model for insurance that no
carrier wants to provide.

Canada’'s largest corporations
overnight. Today, its premiums are
nearing $400 million annually. The
socialists had used the need for
ICBC as a campaign plank, one
which helped the NDP win the
1872 election. But once the plan
was approved by the provincial
legislature in mid-1973, very little
time was left to get the company
rolling before its March 1, 1974,
implementation date.

Nor was there an exact model for
early managers to follow. The prov-
inces of Manitoba and Saskatch-
ewan had previously implemented
government monopolies on auto
msurance, but there were differ-
ences.

B.C's minimum coverage was
higher; driving risks differed in the
prairie provinces from those in the
coastal, more populated British
Columbia, and British Columbia
had more motorists than the other

Continued on page 32
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Ot crucial importance to the
multinational firm: the
selection of an underwriter
with worldwide claims service
capabilities.

Securing uniform coverage in every nation where
your firm does business represents only one facet of a
multinational’s insurance requirements. Of equal impor-
tance is the selection of an underwriter with worldwide
claims service capabilities.

INA International, with 62 fully staffed service offices
and an even larger network of claims facilities, is uniquely
equipped to provide fast, accurate claims service. Very
often this will include on-the-scene investigations, claims
evaluation and working with local banks.

The INA International team is made up of nearly
2,000 people, dealing in over 80 currencies daily, and
serving your needs in every language from Arabic to Swa-
hili. All our overseas facilities are linked to eight domestic
“international” offices listed below. This assures you of
direct control over the disposition of claims settlements—
whether paid in dollars, blocked currencies, or currency
fluctuating against the dollar.

For details and a brochure write to INA Inter-
national, 1600 Arch Street, Philadelphia, PA 19101. Or
call: Philadelphia (215) 241-2460: Houston (713)
626-5060; Los Angeles (213) 480-4270; New York (212)
233-5010; San Francisco (415) 391-9310; Atlanta (404) 688-
3228; Dallas (214) 688-0362; Chicago (312) 648-7509.

INA International, whose network of worldwide facilities
is the largest of any single U.S. based insurance company, has
developed a number of operating standards that should prove of
interest and benefit to agents and brokers.

This is the fourth in a series.
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B.C. system

Continued from page 29

two put together. Moreover, ICBC
isset up to be self-supporting while
the auto programs in the other two
programs are propped up by gov-
ernment gas tax subsidies.

Initially, ICBC was unwieldy
and operation of the company was
stormy. Its managers were largely
political appointees—current pres-
ident Sherrell is the first profes-
sional manager for the company.

And rates were too low. In pre-
senting its political platform to the
public in 1972, the NDP had prom-
ised to lower premium rates sub-
stantially. They did and within two
years losses soared embarrass-
ingly to $185 million. Employes,
too, were dissatisfied with working
conditions, salaries and fringe
benefits and went on strike for 14
weeks. Afterwards, it was difficult
to bring the organization together
so that it could function smoothly.

The embarrassment lasted only
as long as the government. A con-
servative and free enterprise-
minded Social Credit Party swept
into office in December 1975, The
Socrads assumed a hard-nosed,
business-like attitude and told the
crown corporations to operate as
independent, self-supporting
businesses. But the new govern-
ment did pay off the ICBC debts so
the carrier could get a fresh start
—this time with drastically higher
rates.

Yet, controversy also erupted
over the Socrads. The task of rais-
ing rates as much as 240% in some
categories fell to Dr. Pat L.
McGeer, a brain specialist, one-
time B.C. liberal leader and the
current Socrad Minister of Educa-
tion. As chief executive of ICBC,
Dr. McGeer was outspoken. When
he raised rates, he told policy-
holders: “If you can’t afford insur-
ance, sell your car."” Disgruntled
insureds responded by picketing
with placards that read: “Stick itin
vour ear, McGeer.”

“Initially there was a lot of con-
fusion,” says John Hall of Crown
Zellerbach. “But once over the
break-in stage, there have been
only minor difficulties. T suspect
our costs are about the same as
when we were operating through a
private carrier, We currently buy as
little insurance as we need to, just
liability. Before, we self-insured
everything but liability, just as
now.”

Physical damage coverage also
was compulsory initially but Mr.
Tully says the compulsory element
has been dropped, so many com-
panies such as B.C. Forest Prod-
ucts self-insure for physical dam-
age.

The way the program works now |

is that each individual driver or
fleet operator is charged premiums
based on the accident experience
of the vehicles themselves. For in-
stance, if driver A has an accident
while driving driver B's car, A is
held harmless from a liability
standpoint and any claims would
be against the vehicle owner. When
the vehicle is sold, the new owner
must get a new license plate be-
cause plates are not passed along
with the car.

That policy, too, caused prob-
lems at first, says Mr. Tully, since it
was difficult sorting out who was
responsible for claims against
former fleet vehicles that had been
sold with old plates attached.

A few technical problem areas
still exist, says MacMillan
Bloedel’s Mr. Badger, ‘where pres-
ent coverage is not as broad as
under our old contract.

Mr. Hall of Crown Zellerbach
says that his company works on a
decentralized basis. “We let indi-
vidual divisions deal direct with
local agents. This policy has
worked for us, as they can then tell
the agents what they want and still

get a fleet discount.”

ICBC has 803 agents and outlets.
There are 679 authorized agents;
114 government motor vehizcle
agents; nine B.C. automobile ¢lub
representative offices and one di-
rect sales office at the ICBC head-
quarters in downtown Vancouver.
The company says that most
claims are handled within 48 hours

end most are for simple property
damage.

Mr. Tully is enthusiastic about
ICBC’s drive-in claims canter, an
innovation in British Columbia.
“We can now take in a vehicle, an
adjustor there lcoks at it end he es-
simates the number of hours it will
-ake for repaizs. We take it to the
body shop of our choice and show
the estimate to the shop. If the es-
timate is adequate, the shop does
the work. If i-’s too low, the shop

negotiates with the estimator.
ICBC then pays the claims. This
does away with some of the delays
that insurance comparies previ-
ously dreamed up.”

Except for the basic liability
coverage, private carriers can le-
gally handle any type of insurance,
including auto excess coverage,
whicn Mr. Sherrell says 30% of B.C.
drivers buy. But to date, only the
Royzl Insurance Co. has been ac-
tive.

ICBC also writes general insur-

- ance such as fidelity, liability,
multi-peril, U & O, contractors
equipment, commercial and in-
dustrial buildings, schools anc in-
land cargo. Policies written ex-
ceeded 109,000 by yearend 1377,
generaiing net premiums of $20.3
million.

But the company isn't ouwt to
monogolize any other market
segment, Mr. Sherrell ins:sts. “Yet,
the potenzial is there if a need
arises in some other higk. risk area
that no one else will zouch.” m
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Court disallows depreciation debit in fire policy

THE PRINCIPAL ISSUE here
was the interpretation of a limita-
tion clause in a fire insurance pol-
icy on a restaurant building. The

Alabama supreme court ruled that
the clause established the measure
of recovery as reasonable repairs
when those costs did not exceed

the actual cash value of the entire

building.
A restaurant building owned by
James W. Ryals was insured

against fire under a policy issued
by Commercial Union Insurance
Co. The policy contained a clause
limiting insurance coverage “to

With UAC Claims Analysis Reports,

you get a detailed picture of your

losses by accident, by location, by line
of business. You can pinpoint problem
areas and take timely action to prevent

further losses.

Now with claims becoming more com-
plex and more costly, it's more impor-
tant than ever to stay on top of claims
and costs. UAC Claims Analysis can be
an important help.

For a free brochure describing our
whole range of Claims Analysis ser-

Tel: (212) 374-3874

vices and how they can provide that
valuable ounce of prevention for your
company, contact: Mr. J. A. McLain, dr.,
National Marketing Manager,
Underwriters Adjusting Company,

80 Maiden Lane, New York, N.Y. 10038

a subsididry of The Continental Corporation

We are where you need us.

the extent of the actual cash value
of the property at the time of the
loss, but not exceeding the amount
which it would cost to repair or re-
place the property with material of
like kind and quality.”

The trial court approved an arbi-
tration recommended sum of
396,243, by interpreting the clause
to allow the reasonable cost of re-
pair not exceeding the actual cash
value of the building. The insur-
ance company appealed.

The insurance company argued
on appeal that all the appraisers
did was to determine replacement

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, I11.

and repair cost and that they did
not establish actual cash value,
which the insurance company
maintained involved either an al-
lowance for depreciation or a find-
ing of market value.

The court disagreed believing
that if depreciation were allowed it
would cast upon the owner an
added expense not contemplated
by the parties. Furthermore, the
court said that it was proper for the
appraisers to compute the loss to
the building as one item. Commer-
cial U. Ins. Co. v. Ryals, Supreme
Court of Alabama, Jan. 27, 1978.
(BI/01/S.-$4).

Contract breach

Is a loss claimed by a bank in
settling a lawsuit filed against it by
a customer an obligation of an in-
surance company under a bankers
blanket bond? A Texas appellate
court ruled that it was not because
the bond did not cover breach of
contract or negligence by the bank
in carrying out the instructions of
the depositor.

Morris Witt, who was entering
into a business venture with Win-
ston Freeman, opened a corporate
checking account with the White
Rock National Bank. Mr. Witt in-
structed the bank to open the ac-
count requiring two signatures on
all items of withdrawal, i.e. Mr.
Witt's and Mr. Freeman’s. A corpo-
rate resolution form was executed
in blank.

Through clerical error, the bank
opened the account requiring only
one signature, Later, Mr. Freeman
withdrew $15,000 from the account
on his signature alone. The bank
was covered under a bankers
blanket bond issued by the U.S.
Fire Insurance Co. (USF). Clause
“B" of the policy covered loss of
property through several causes
including false pretenses.

Mr. Witt sued the bank claiming
both a breach of contract and neg-
ligence. The bank requested USF
to defend it but was refused. Later,
the bank settled directly with Mr.
Witt for $7,500, plus $3,600 attorney
fees. The bank then brought this
suit against USF to recover these
expenditures but lost in the trial
court.

On this appeal, the bank argued
that the policy provided coverage
nere because of Mr. Freeman's
theft accompanied by its own neg-
ligence. However, the appellate
court pointed out that the key to
liability was the nature of Mr.
Witt’s original suit against the
bank. Mr. Witt’s suit against the
bank was based upon a claim that
the bank had breached its agree-
ment to properly prepare the cor-
porate resolution for dual signa-
ture, the court said, which was not
a risk the bond was intended to
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It's 4 pm Friday...now what?

Call us...if you've been trying all week to place...

e $1,000,000 AD&D on someone 75 years old
e $10,000,000 AD&D on an aircraft

* Stop Loss Medical without Life Insurance
 $10,000 a month disability on a professional

Logkwood Dipple & Green

Icorporeited
131 State Street

Bostox, Massachuserts 02109
Telex 921712

Carrespondent at Llovd’s London
Offices in Bostan and London
617-367-3234

legal brief

Continued from preceding page
cover.

Thus, the court ruled that the in-
surance company was notliable for
the bank’s settlement costs and at-
torney fees. White Rock Nat. Bank
v. US. Fire Ins. Co., Court of Civil
Appeals of Texas, Feb. 2, 1978
(BI/04/Au.-$4).

Incontestability clause

In a case of first impression in
Massachusetts, the state supreme
court ruled that an incontestability
clause in a group life insurance pol-
icy barred a defense that a dece-
dent was not an employe eligible
for coverage.

The widow of an attorney
claimed benefits under a group life
and health insurance policy issued

TALK OF THE TOWN....RLR

Maximum Funding Flexibility

Full Selection of Retirement Ages

Safe, Sheltered Transfer of Funds at Retirement
Attractive, Concise Computer llustrations

Same Services Available for Groups of
Nine or Less and Ten or More
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There is a difference in Retired Lives Reserve.
Globe Life can provide you with the competitive
edge. For more details. call toll-free 800-621-
2177 or send your business card to

Globe Life Insurance Company
Stanton W. Todd. Ili. Vice President

222 N. Dearborn
Chicago, lllinois 60601

GLOBE LIFE INS
A RYAN INSURANCE

RANCE COMPANY
GROUP Company

in December 1968 to Power En-
gineering Co. Inc. (Power) by the
Travelers Insurance Co. (Travel-
ers).

The attorney, who represented
Power, was paid $300 per month
less insurance deductions. His
name did not appear on the
company’s payroll records and
there was no withholding for state
or federal income taxes nor for So-
cial Security. However, the attor-
ney was listed as an employe of
Power in a letter from Travelers to
Power.

The policy defined employe as
one on the payroll and regularly
employed on a full-time basis of
not less than 30 hours per week.
The policy also contained the fol-
lowing clause: “This policy shall be
incontestable after two years from
its date ofissue . . .” Benefits under
the health portion of the policy
were paid on behalf of the attorney
in 1971. A death benefit claim in
June 1971 was denied because the
claim showed the attorney as self-
employed.

The lower court awarded the
widow $5,000 in death benefits and
$5,200 in health insurance benefits.

The appellate court noted that
incontestability clauses were de-
signed to require an insurer to in-
vestigate and act with reasonable
promptness if it wished to deny
liability on the ground of false rep-
resentation or warranty by the in-
sured. Because Travelers treated
the insured here as an insured
under the group policy for a period
of two years during his lifetime, the
court concluded that the defense
that he was never an “employe”
was barred. Bonitz v. Travelers
Ins. Co., Supreme Judicial Court
of Massachusetts, Feb. 3, 1978,
(BL/05/Au.-$4).

Advertising exclusion

The supreme court of Minnesota
has ruled that an alleged defama-
tory pamphlet prepared by an in-
sured for limited distribution and
for the purpose of personnel edu-
cation did not constitute “‘advertis-
ing” within the contemplation of
an exclusionary clause in a busi-
ness protector policy.

Fox Chemical Co. (Fox), a manu-
facturer of automotive products,
was insured under a business pro-
tector policy issued by Great
American Insurance Co. (insurer).
The policy provided protection for
libelous or defamatory material
‘“except publications or utterances
in the course of or related to adver-
tising, broadcasting or telecasting
activities . .. "

Fox had prepared a pamphleten-
titled “7 Phony Tests and Weird
Ideas About Synthetic Lubri-
cants.” The pamphlet was distri-
buted on a limited basis to master
distributors as informational back
ground to aid in educating sales-
persons. Fox was sued for defama-
tion arising out of the pamphlet.
The insurer refused to defend
them relying on the exclusionary
clause.

The trial court ordered the in-
surer to defend Fox.

The appellate court agreed. The
court concluded that the exclu-
sionary clause appeared to “‘con-
template as evidenced by the
broad terms ‘broadcasting’ and
‘telecasting,” that public or wide-
spread distribution of the alleged
defamatory material” was the ex-
cluded activity. Fox Chemical Inc.
v. Great Am. Ins. Co., Supreme
Court of Minnesota, March 3, 1978.
(BI/05/S.-$4).

o

(Copies of the entire decision may
be obtained by sending a check for
$4 made out to Cases Unlimited to
Business Insurance, 740 N. Rush
St., Chicago, IlL. 60611.)



If you're involved in benefit communications,

Jousiness

EMPLOYE
BENEFIT

November
13-14,
1978

Program overviews, evaluation, case history problem solving, penetrating
analysis, intensive skills development, in-depth discussion, examining
alternatives . .. all combine in this unique Conference to give you the
practical information, ideas, techniques, methods and inspiration you need to
increase the effectiveness of your benefit communications program.

Effective benefit communications not only meets stated legal requirements, but
goes. beyond them to meet the unstated information needs and concerns of the men
and women who work for your company. The result can be a more enlightened
'emp'loyer/emﬁloye relationship wherein everybody gains.

That's what the Business Insurance's two-day Employe Benefit
Communications Conference is all about—developing and fine tuning your
communication skills so you can make the most of this management opportunity.

To help you maximize the return on your company’s benefit communications
investment, this hard-working Conference puts you through the paces...

* You compare and evaluate your program with those of similar

sized companies

* You roll up your sleeves and develop team solutions to an actual

communication problem

* You learn how to make the best use of specific communication vehicles

* You gain valuable insight into the secrets behind successful communications

* You view and analyze dramatic visuals detailing all aspects of

corporate benefits

* You discuss management alternatives available in developing and

implementing effective programs

* You see why outstanding efforts won Business Insurance’s ccveted Employe

Benefit Communications Awards
* You discuss your problems in give-and-take sessions, and ge: the answers
you need
Conference speakers are nationally recognized benefit communications leaders,
including two winners from this year's Business Insurance Employe Benefit
Communications Award competition. They have proven track records and the ability
to communicate their ideas effectively.

As a Conference participant, you're immersed in a total learning environment.
Large general sessions. Intensive concurrents. Shirt-sleeve skills development
sessions. Look. Listen. Probe. Expand your awareness. Broaden your outlook. Get
the answers you need.

You return to your job armed with ideas, ready to tackle your toughest benefit
communications problems. :

Space at this second annual Conference is limited. Please look over the
sessions offered and review the list of speakers—probably the strongest faculty
ever assembled for a major communications conference. Then send in your
registration quickly to avoid disappointment (all registrations are accepted on a
first-come, first-served basis only). To register, fill out the coupon below or phone
(312) 649-5242 collect.

'--- Mail this coupon today or phone

receive hotel reservation forms with their Conference confirmations.)

-October 31, 1978, {For cancellations received after October 31, there is a $50 service charge.)
[ Enclosed is a check for $ O Bill me ;

COMMUNICATIONS
CONFERENCE

(312) 649-5242 COLLECT!

'ma_ke;-YOur- fplané now tdattend the

Marriott
Motor Hotel
Chicago

Your Conference program...

® Supervisors— Your Keys to Effective Communication?
® Surveys—How to Tap Employe Feedback
® Developing a Winning Audio-Visual Program—How We Did It

® How Does Your Program Stack Up? Bring it and See. .. (four
concurrent sessions programmed according to company size)

@ You Be The Judge |

® Can You Solve This Problem? (four concurrent sessions
programmed according to company size)

@ You Be Tha Judge Il

® Media Close-Up: How to Best Use Your Tools (four concurrent
sessions, €ach focusing on a specific tool—booklets;
audio-visuals; personalized correspondence and
computerized statements; and special projects)

® Developing a Winning Print Program—How We Did It

® White vs. Blue—Effect of Collar Color on Communications

Your expert Conference faculty...

Russell J. Alberding,

Director of Communications,
A.S. Hansen Irc.

Gary L. Bradshaw,

Manager,

Associate Actuary, Wyatt Co.
Lee A, Carlson,

Executive Director,

Benfo Division, M & R Services
Richard M. Coffin,

Vice President, Manager,
Communications Div.

Towers, Perrin, Forster & Crosby
Kelly Coy, .

Manager of Benefit Communications,

Olanie, Hurst & Hemrich

Peter A. Danie son,

President,

Benefit Consultants Inc.

Meg Frankiin,

Manager, Communications,
Employe Benetli:s Dept.,

Levi Strauss & Co.

R. Cralg Fulford, President,
Southern Employe Communications
David M. Gladstone,

Consulting Actuary,

Hazlehurst & Associates Inc.

Nanei A. Healy,

Senior Consultant, Communications,
Frank B. Hall & Company Inc.
Harold L. Hudson,

Manager, Corporate Benefits,
Revlon, Inc.

If my plans change at any time, | understand | can substitute the name of anaother person without penalty. Or | can receive a full refund if | cancel by

YES! Please enroll me in the Business Insurance Employe Benefit Cemmunications Conference. | understand that the Conference fee is $295.
(Additional registrants from the same company who register at the same time earn a 10% discount off this rate.
Registration fee includes admittance to ali scheduled Conference sessions and functions, resource materials includ.n

a workbook, planned meals
and cocktail reception. (Hotel accommodations and travel arrangements are not included and must be made separately.

egistrants automatically

Clay Hurst,

Principal,

Olanie, Hurst & Hemrich
Judith A. Karam,

Director of Communications,
Martin E. Segal Co.

John Kerney, Jr.,

Vice President, Employe
Communications Division,
Kwaska Lipton Inc.

Dennis B. McKoy,

Vice President and Manager,
J & H Communications,
Johnson & Higgins

Donald L. Sheppard,
Assistant Vice President,
Communications Services,
William M. Mercer Ltd.

D. Bruce Sidebotham,
Director, Employe Services,
General Tire & Rubber Co.
George F. Way,
Communications Consuitant,
Buck Consultants Inc.

David C. Wineland,
Manager, Employe Benefits,
Armco Inc.

Herbert Zeltner,

President,

Herbert Zeltner Inc.
Marketing & Communications
Dorothy D. Zinck,
Communications Consultants,
A. S. Hansen Inc.

v

Name ‘ Title
Company

Phone (- )

Street

City State.

Additional Registrants:
Name Title

Zip

; Name Title

Make check payable to Crain Educational Division. Mail today to: Crain Educatlonal Division, 740 Rush St., Chicago, IL 60611
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NORTH STAR

- REINSURANCE CORPORATION

A Truly Flexible Market for Treaty Reinsurance,

Casualty Facultative Reinsurance and Excess Covers.

CALL [212]248-2400

\ ‘Wall Street Plaza, 88 Pine Street, New York, N.Y. 10005

If competition intensifies

LONDON—A top official of the
Commercial Union- insurance
group sees lower “bottom line”
margins if insurers engage too
fiercely in world competition in
the next 10 years.

Robert Sloan, executive director
of the Commercial Union Group,
told the Chartered Insurance Insti-
tute that many predominately na-
tional insurance markets are trying
to extend their activities beyond
their frontiers.

In an allusion to overseas mar-
kets, he suggested, “Moves to es-
tablish' or strengthen alternative
international insurance centers
will go on in Europe and the

Rehabilitation saves

you claims dollars by
~ helping injured
return to work.

Insurance company adjusters
or claims supervisors, self-
insureds and independent adjust-
ers are faced with spiralling
claims costs for work-related in-
juries. While a catastrophic disa-
bility may result in a huge, long-
term payout, the less dramatic
cases occur more frequently and

result in larger total expenditures.

In both situations, rehabilitation

can save claims dollars by help-
~ing injured workers return

to work.

That's what.International
Rehabilitation Associates, known
as IRA, does for over 400 ac-
counts. IRA saves claims dollars
from the start by keeping medical
and hospital costs down toa
minimum while assuring that the
best possible treatment is ob-
tained. However, this is only.the
beginning of the process.

I

=

2
b

IRA rechabilitation involves
treatment of the “whole person.”
We consider not only medical re-

quirements, but also job placement,

motivational, social and financial
needs as well. When possible, we
try toreturn workers to their orig-
inal jobs. Otherwise we help them
find a new job that utilizes what

- they.can do. We encourage a-sup-

portive attitude by the patient’s
family and relatives and solve
problems or pressures that might
delay a return to work. Since we
act as a third party, we are often in
a better position to achieve results
in this sensitive area.

The net result of successful
IRA rehabilitation is a gratified
worker. A tighter-knit family. A

- file closed as quickly as possible.

And a significant amount of
money saved for the insurance
company or self-insured.

workers

The $100,000 saving

When 47-year-old painter John
R. injured his lower back on the
.job, his physician declared him to-
tally disabled. An IRA rehabilita-
tion specjalist, however, found that
John wanted to go back to work;
that his job—painting interiors—
required no heavy lifting; and his
employer would rehire him,

After acquainting John’s physi-
cian with what we had learned, all
parties agreed he could return to his

job. He

initial interview, saving the insur-
ance carrier over $100,000.

Weld

money for you. Our estimates show
.approximately $10 in claims saving
for every $1 spent on rehabilitation.
For more information, write: Hugh
- Richbourg, Ass't V.P., International
Rehabilitation Associates, 985 Old
Eagle School Rd., Wayne, PA 19087.

did, two weeks after our

like to prove we can save

Tel: (215) 563-3346.

international
rehabilitation
associates inc.

In Canada: rehabilitation
services of canada

N e

CU executive fears
lower bottom lines

world’s other major financial cen-
ters. -

“Viable centers will receive en-
couragement and support from in-
ternational insurance brokers and
reinsurers. They imply, at first
glance, a diminution of the pre-
mium throughout the London
market.

“But inreality will this happen?”
he asked, “Any international insur-
ance center must be founded on a
sound domestic market and the
reconciliation of legitimate preten-
sions to expansion is crucial to
London’s place in the next decade.

“While unquestionably Lloyd’s
by its very nature and structure
will continue to be a massive pres-
ence in London, its company col-
leagues may vary in interest and
commitment, depending on the
value to their corporate interest of
remaining a part of the market.

“The whole issue will be deter-
mined by the rewards which an in-
vestor can secure and there may be
the danger of promoting excessive
competition which will maintain
gross premium income but can
lead to reduced margins,” Mr.
Sloan continued. “Is there some
way in which world insurance af-

.fairs can be managed at the highest

level in the interest of stability, de-
spiteantitrustissues and the desire
for a free and open insurance mar-
ket?

“There is a -strong case for
the collective management with
others of international insurance
affairs and I see.a strong case for
creating a mechanism to do this,”
he said.

Mr. Sloan, an expert on the Euro-
pean insurance market, expects
world non-life premium income to
top $140 billion this year, exclud-

‘ing China and Soviet-bloc coun-

tries. One hundred billion dollars
will stay in the national markets
and London will get $7 billion, or
20%, of the remaining international
business.

The Chartered Insurance Insti-
tute has named Mr. Sloan its presi-
dent for 1979. -

MAP plan asks

insurers’ aid

SACRAMENTO—The Califor-
nia market assistance program is
asking insurance companies for
more help in placing difficult prod-

| uct liability risks.

MARP chairman Joseph Shakes-
peare said the group has success-
fully placed half of the 64 requests
for assistance that it has received.

“We can show that insurers in
this state can handle this- busi-
ness,” Mr. Shakespeare said, “and

.that we have no need for a joint
* underwriting association or other

legislated markets. But we need a

-willingness by underwriters to

give a submission a ¢areful second
look if we are to accomplish our

" objective.” (]

New officers

New officers for the Northern
California chapter of Risk and In-
surance Management Society Inc.
(RIMS) are A. Bruce Gibson, in-
surance manager, Arcata National
Corp., president; Gary D. Lindsey,
U.S..regional manager, risk, insur-
ance and employe benefits, Gen-
star Pacific Corp., vp-programs;
Judith M. Tornese, assistant risk
manager, Transamerica Corp., vp-
arrangements; William W. Leder,

- assistant risk manager, American

Building Maintenance Corp., sec-
retary.

i b B okl ni



Report recommends risk managers
devote attention to computer risks

CHICAGO—Unlike the low fre-
quency, high severity risks that are
the usual concern of risk man-
agers, electronic data processing
involves high frequency but low
severity losses, says the current
Risk Management Reports.

The six-time-a-year guide to risk

management urges its readers to
devote a significantamount oftime
to controlling EDP risks because
of the importance computers now
hold in most organizations. “Risk
managers can render an important
service to their organization if they
take the lead in developing and
monitoring a complete data pro-
cessing risk management pro-
gram,” the report says.

Risk managers should consider

forming-a risk analysis team -in-
cluding themselves and represen-
tatives from.internal audit, EDP
departments and major users of
computers within the organiza-
tion, the report recommends.

Risk managers should be con-
sulted in planning a facility so that
it can be the sole occupant of a
windowless building and so that it
can be located away. from known
hazards such as an airport glide
path. EDP facilities should be con-
strueted of as much non-com-

bustible materials as possible, the:

puhblication continues.

Every facility should have a fire
extinguishment system, says Risk
Management' Reports in discuss-

ing the advantages of a water sys-

tem and a Halon system. Specific.
‘steps—such as offsite file storage
-and ‘written backup agreements—

are suggested in the event of a
disaster. Risk-managers must also

consider potential fraud and pri--

vacy rules in a program to control
data processing risks, the report
points out.

Standard data processing insur-
ance policies cover egquipment
such as disc packs and other
media; the extra expenses incurred
if an EDP system is incapacitated,
valuable papers, accounts receive-
able and business
losses.

Risk Management Reports rec-
ommends institutions that do

interruption’
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coupon.

Name -

To subscribe to Risk Management Reports fill out this

Title

Company

Street

City

State

0§75 enclosed
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St., Chicago, lll. 60661
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computer work for others purch-
ase special errors and omissions
coverage. But this type of insur-

ance is limited because underwrit-,

ers do not understand the risk and
the report urges risk managers to

communicate ‘their need for this.

Mail to: Risk Management Reports, c/o, Business Insurance, 740 N. Rush’

e e D S S — A —

O please bill me .

E&O policy to the underwriters.
The issue of Risk Management"
Reports contains' an EDP risk
evaluation gquestionnaire, a list of
suppliers of safety and loss control
services of EDP systems and a bib-
liography. "

REGIONAL OFFICES

Eastern Region
85 Woodland Street, Hartford, CT. 06102
C.C. George, Manager

Westemn Region

75 W. Jackson Blvd., Chicago, Illinois 60604-
{312) 663-4050

H.S. Robinson, Manager
Pacific Region

One Embarcadero Ctr., San Fran,, CA. 94111
(415} 434-3356

. AJ. Wert, Manager

FIELD OFFICES
atlanta, Georgia 30341

3300 Northeast Expressway (404) 451-8446

taltimore, Maryland 21204

305 W. Chesapeake Avenue (301) 825-6676

soston (Wellesley), Massachusetts 02181
20 William Street
Juffalo (Williamsville), New York 14221
5820 Main Street
“harlotte, North Carolina 28202
1200 South College Street
+hicago, Illinois 60604

“incinnati, Ohio 45202

309 Vine Street (513} 241-8040
Cleveland, Ohio 44113
614 Superior Avenue, West-  [216) 621-9088

Columbus, Ohio 43215
394 Oak Street
Dallas, Texas 75206

Detroit [Southfield}, Michigan 48075

16900 West Eight Mile Road (313)275-5296

Grand Rapids, Michigan 49506

1331 Lake Drive, South East (616} 459-0277

Hartford, Connecticut 06102

(203) 525-2601

(617)237-4506
(716} 634-5900
(704) 333-1108
175 West Jackson Boulevard (312) 663-4050

{614)224-4278
8350 N. Central Expressway (214)692-7631

At Industrial Risk Insurers, knowledgeable
underwriting and experienced loss prevention
engineering help protect both property and -
profits. Our new production and profit kit
“The ABC'’s of Working Together with IRT”
discusses how.

When making insurance recommen-
dations, IRI considers the full range of a
customer’s business from manufacturing
to marketing, from inspecting rooftops
to protecting bottom lines. This kit
discusses why:.

Since 1890, IRI's underwriting and
engineering staff, working with leading -
agents and brokers, has encouraged . .
company risk managers to follow fire .
prevention and loss control practices.
Regardless of the industry, our message
is the same: follow recommended
good practices and qualify for favorable
underwriting and premium consideration
through reduced loss potential.

An association of 45 leading insurance
companies, Industrial Risk Insurers under-
writes domestic and foreign property in :
excess of $400,000,000,000. We offer enlarged *
capacity, engineering-in-depth, price/value.
underwriting and a commitment to produc-
tivity and profits that our customers(and their
shareholders) welcome:

85 Woodland Street (203) 525-2601
Houston, Texas 77024
974 Campbell Road (713} 461-1363
adianapolis, Indiana 46204
-320 North Meridian Street  (317) 634-2583.
«ansas City, Missouri 64111
406 West 34th Street (816) 931-5995 -
Los Angeles (Anaheim), California 92805
300 South Harbor Blvd - (714)778-4580
Ailwaukee, Wisconsin 53226.
2401 North Mayfair Road (414) 475-1775
‘“Ainneapolis, Minnesota 55402,
12 South Sixth Street- (612)339-0474
ashville, Tennessee 37204
2934 Sidco Drive (615)254-1658
lewark, New Jersey 07102
CGateway 1 (201) 643-1005
New York, New York 10038
85 John Street (212)233-2495
Philadelphia, Pennsylvania 19106 -
Fifth and Market Streets: (215) 925-5050
Pittsburgh, Pennsylvania 15220
* 875 Greentree Road (412) 922-6440 -
Richmond, Virginia 23230
4906 Fitzhugh Avenue (804) 353-8958 -
3t. Louis; Missouri 63137
9021 Riverview Drive .(314) 869-7800
san Francisco, California 94111. -
One Embarcadero Center  (415)434-3356
seattle, Washington 98119
200 First Avenue; West {206) 282-4141
wracuse, New. York 13202 -
677 South Salina Street (315)472-7511

" Agents and Brokers...Company Risk Managers...

ol:

this coupon.- -

Together.with IRI~

Name

Industrial Risk Insurers, Communications Department
85'Woodland Street, Hartford, Conn. 06102

_ Please send me your kit="The ABC's of Working

I

Our new kit contains underwriting and
engineering information that can help an
agent or broker produce more, and help a
company risk manager protect the bottom
line. For a copy of “The ABC'’s of Working
Together with IRI,” contact one of our offices
listed adjacent to this message, or send us

Title

Company -

Street

City
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Where is the Real Madison Avenue?

The real Madison Avenue is where actuaries, data processors, claims administra-
tors, attorneys, and others are buying their professional liability insurance.

In this era when providers of services are being held increesingly liable for
accuracy and legality of their services, professional liability insurance can no
longer be viewed as a luxury. On the contrary, E&O coverage is becoming an
absolute necessity.

If you are interested in competitive rates for any line of E&QO coverage, please
allow the Brougher Agency, Inc. to provide you a no cost quote.

Incidentally, Madison Avenue is the main thoroughfare of Greenwood, the city
that recently put Indianapolis on the Map.

Brougher Agency, Inc.

188 S. Madison Avenue
Greenwood, Indiana
Telephone. 317 888 3531
Telex/TWX 810 260 2230

Low-level radiation

Shipyard cancer claim

not unique, U.S. reports

WASHINGTON—A claim for
federal workers compensation
benefits from a navy shipyard em-
ploye alleging that long term expo-
sure to low level radiation caused
him to develop cancer is not the
first claim.ofits kind to be received
here, contrary to nationally pub-
lished reports.

The federal workers compensa-
tion program has paid 12 claims in
the last two decades for disabilities
believed to be caused by long term
exposure to low level radiation,
said John McLellan, associate di-
rector of the Federal -Employes
Compensation Program.

Every salesman
needs a |

Most consultants are a party-of-one with a good line.

We talk too, but our line is up front, in back, and all
around us.

Our line is the 4,000 plus people who make up Ebasco
Services Incorporated, the company behind Ebasco
Risk Management Consultants, Inc.

Ebasco Services is the reason why we can offer you a
professional team effort rather than a one-man
medicine show.

Do you need an objective analysis of your company’s

insurance program in light of foreign acquisitions and
their risks? Ebasco has offices, affiliates and representa-

in Washington.

administration.
That's us.

» . : Chicago:

tives in over 20 locations around the world. Newport
g . o Beach:  Tel:(714) 759.7100

Do you find the recent Federal pension legislation Bermeda:

line.

complicated? Our experts are as expert as the experts

Whatever your problem, in today’s rough and tumble
business world, you need a team with a good line...
in loss prevention, employee benefits, funding and

EBASCO

RISK MANAGEMENT CONSULTANTS, INC.
A Subsidiary of Ebasco Services Incorporated
New York: 100 Church Street, New York, NY 10007, Tel:(212) 785-2200
100 South Wacker Drive, Chicago, IL 60606, Tel:(312) 346-3438
Gatewaz Plaza, 130 Newport Center Drive, Newport Beach, CA 92660,

Airlie House, P.O.Box lGl?.Hamilton- 5-24, Bermuda: Tel:(809) 292-0124

Joseph R.L. Cloutier, wl
worked as a welder in the Port
mouth Naval Shipyard in Ne
Hampshire for 28 years, filed
claim with the Navy this spring &
leging a disability from canc
caused by contact with radiation
the shipyard. Though the clai
does not say what he thought tl
source of the low level radiatic
was, it is presumed he is pointi
the finger at nuclear powered su
marines.

Information from the Navy
the level of radiation in the sh,
yard seems to indicate radiati-
was not the cause of Mr. Cloutic
cancer, Mr. McLellan said. Hc
ever, the Office of Workers Ce
pensation has not received a me
cal report from Mr. Cloutier’s dt
tor, “without which it’s difficult
make a judgment.”

Mr. Cloutierisreported as sayi
there are hundreds of other shi
yard workers who will file for be.
efits citing the same disability ifk
claim is accepted. But Mr. McLe

‘lan stressed that the Office

Workers Compensation does n:
have a policy on any specific inj
ries and analyzes each claim on
merits. “If a worker can show tl
disability is caused by emplor
ment, the case is allowed,” he e.
plained.

In general, half of the claims ft
compensation citing occupation#
diseases are allowed, Mr. McLella
said, while perhaps 10% to 20%
the claims citing exposure toradi
tion are accepted.

Firm hqndles
bank’s claim:

LOS ANGELES—Workers co
pensation claims for 26,000 Ba
of America employes in the sou
ern portion of California are bei
administered by U.S. Administ
tors under terms of a two ye
contract, according to Edward :
Struck Jr., general manage
workers compensation division.

The bank has self-insure
workers compensation liabilitie
since January 1973. Mr. Struck
said that with the signing of the
contract, the bank now has a loca
office for all workers compensa
tion claims in Southern Californiz '

Mr. Struck said that U.S. Admir
istrators’ monitoring procedure
known as the quality assurance ay
proach, consist of computer-aide
analyses which guarantee that a
health care or welfare benefit se:
vices are necessary and of hig
quality and that charges are sul
mitted only for services actuall
performed.

Help Wanted
Ads

On The
Classified
Page
Bring
Results.
business insurance

740 N. Rush St.
Chicago, IIl. 60641
312-649-5239




6 NEWYORK—An overwhelmmg
#najority of commercial agents and
rokers ‘across the nation are cur-
#ently using the excess and surplus
Hnes markets, Business Insurance
j;arned in a recent survey of 8§74 of
agent and broker readers.
This was just one of the high-
whts of the survey, which covered
ide range of operational issues
zg;:,luding product mix, corporate
Zyructure and accounting systems.

»5 Other key findings included:
<4 e Brokers and combination
t-,'zfgm"\r:y}fbrolmrages place almost
wice as much business in the ex-
ss and surplus lines markets
“"éihan do the firms describing them-
selvexs solely as agencies.
e More than three-fourths of the
ents and brokers responding sell
“piroup insurance,  with most of
#hose firms servicing groups with
ewer than 10lives allthe way up to
e biggest groups.
e Slightly more than two-thirds
of the agents and brokers said they
Jprowde or obtain for their clients
ervices other than insurance,
cluding < most frequently ap-
f{ﬁ'ﬂ.ﬁsais - inspections, safety/se-
urity surveys, engineering sur-
veys, pension consulting assis-
tance, benefit planning oradminis-
tration services and selfnmsurance
ervices.
e 38.4% of the agents and bro-
‘ers reported some part of their
i#bvenues generated by fees rather
Lshan commissions, but only 6.1%

ost commercial agents
raw on excess markets

said fees amounted to more than
10% of their revenues.

e Nearly one-third of the agents
and brokers believe that fee-based
compensation is on the rise.

e Accounting systems are most
frequently handled: by service bu-
reaus, followed by manual systems
and mini-computers. But one-
fourth of all agents and brokersare

- considering changing their current

systems, with over half that group
anticipating a shift to mml-
computers.

e Commercial foreign insurance
is placed for clients by 39.5% of all
the agents and brokers, with al-.
most-two-thirds of that group indi-
cating this business amounts to 5%
or less of total premium volume.
But only a small group of 7.8% of
the agents and brokers place for-
eign group insurance.

Of .the 874 agents and brokers
who responded to the survey,
nearly three-fourths said 51% or
more of their total premium vol-
ume is commercial. About two-
thirds described themselves as in-
surance agencies, while 23% said
they were brokerages and 8.1% in-
dicated they're both agency and
‘brokerage firms.

In termsof size, slightly over half
of all the respondents (51.5%) said
their total annual premium volume
is $2.5 million -or less, with the
largest single group of* responses
for both the agencies and the com-
bination agency-brokerage firms

falling into the premium volume
range of $1 million to $2.5 million.
The largest single group of re-
sponses in the breckerage category,
however, fell in the over-$15 mil-
lion premium volume range.

* Measured in terms of producers
brokerage firms again were the
largest. Although only 14% of all
the respondents had 11 or more

producers, a whopping 30.8% of '

the brokerage firms said they had
more -than that number of pro-
ducers. Fully 92.4% of all agents
who responded, and 70.4% of the
combination  agency/brokerage
firms, have 10 or fewer producers.

Looking at it another way, 64.8%
ofall the responses indicated there
are five producers or less in'the
firm.

Excess and surplus lines mar-
kets are used by 91.2% of all the

~agents and brokers responding to
the BI survey. Agencies, brokerages

and ' combination agency/bro-
kerage firms use the markets about

equally.
Asapercentage oftotal premium
volume, combination -agency/

brokerage firms use the .excess/
surplus markets most heavily, fol-
lowed by brokers and -then by

agents. Initially, the survey was .

tabulated using ranges represent-
ing volume-of business placed in
the excess/surplus markets, indi-
cating that brokerage firms would
lead with 57.7% of the respondents

Ccmtinued on page 38P
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CHICAGO—This issue of Agent/
roker Topics provides you with a
rectory of 64 excess and surplus
smes brokers across.the country
who broker property and casualty
ine coverages plus a diverse as-
ortment of ‘specialty markets,
anging from air-supported struc-
ures to drive-it-yourself auto
entals.
It’s our first such listing, (page
8K to 38N), designed to help you
find coverages for those risks that
go beyond the standard markets.
The excessand surplus lines bro-
fers who were operating all of last
syear (54 in a}.l) generated a total of
g§77 million in commissions and
:bfees, an average of $1.4 million per

Four of-those firms were in the

first full year of operation in 1977.
The newcomers totaled $1.4 mil-
lion for an average of $355,770 per
firm.

The 50 firms operating in both
1977 and 1976 scored a hefty 32.5 %
increase in 1977 revenues. These 50
brokers garnered $75.6 million or
an average $1.5 million per firm.

That compares to a total of $56.9
million for 1976, when the average
was $1.1 million.

Although many ofthe brokerage

firms listed deal exclusively in ex-
cess and surplus markets, many
also broker business in the stan-
dard markets. In 1977 excess an
surplus lines accounted for 67.3%
of the revenues of gur participants
up from 62.5%. for 1976.

Excess and surplus‘revenues
therefore meant 8% more to the
overall revenue mix of our average
participant in 1977 compared to
1976.

Commercial lines, rather than
personal lines, accounted for 90%

.of the total revenues of the direc-

tory brokers, a slight increase from

‘the 1976 average of 87%.

Asagroup, the 64 excess and sur-
plus lines brokers employ 2,323
people for an average.payroll of
36.5, operating with an average of
1.4 branch offices.

The directory participants hail
from 19 states plus Puerto Rico.
New York is the best represented .
state with 24 broker listings, Cali-

-fornia has seven and Texas six.
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Double-checking endorsements inhouse should enhance the

- broker's and insurer’s relationship with the client, according to vp of

‘operations Ben Wheeler (extreme right). His partners at the Maxson-
Mahoney-Turner brokerage firm in Dallas are (from left): Harry L.
Brownlee, David O. Tuiner and Charles L. Shaw Iil. '

Others try similar schemes

Broker_takes over

By BARBARA JEAN GRAY

DALLAS—Last July, the_ 9ro-
kerage firm of Maxscn-Mahoney-
Turner Inc. began handling all of

.its commercial lines endcrsements

on Atlantic Co. business in-house.
Assuming this transfer of extra
responsibility from ‘th= insurer’s

‘branch office goes smoothly dur-

ing the 60-day test period, the Sro-

-kerage firm will hsndle all

renewals on Atlantic commercial
lines business. Ifthat too goes well,

‘the firm will eventualiy handle the

-Dlrectory lists 64 excess/surplus brokers

Fifty percent of the fizms listed
are also managing general agents
and eight have some cffiliazion
with Lloyd's.

Most of the firms listed are inde-
pendently owned although several
are subsidiaries of large- corpora-
tions. Crum & Forster's J.H.
Blades is represented as is The
Continental Corp.’s Swett & Craw-

. ford. A newcomer i3 Fireman'’s

Fund Co.’s Excess & Sp=cial Risk
Market Inc. And of course the
largest firm listed, Wohlreich &
Anderson, is owned by Howden
Swann, the U.S. sibsidiary of
London-based Alexarder Howden
Group.

Another handful of the directory
listings are subsidiaries of lacger
brokerage firms. : =

some insurer tasks

mechanical aspects of new busi-
ness.

The broker’s goal, according to
vp of-operations Ben Wheeler, is
“to .serve our customer better,
which in turn should enhance that
relationship and indirectly en-

‘hance the company and customer

relationship.”

Ideally, the operation will elimi-
nate a lot of time-consuming
shuffling back and forth of papers
normally spent in checking the fin-
ished product.

“What we have found is that the
products (the insurance compa-
nies) send us sometimes have to be
sent back for corrections,” ob-
served Mr. Wheeler. “We're trying

to eliminate one of those checking

functions. Our records are more ac-
curate.”

_ One of the factors aggravating
the basic paper flow system these
days for many insurers is lack of
competent employes at this per-
sonnel level, he said, although At- ~
lantic “is not one of these compa-
nies that suffers.”

Though the Maxson-Mahoney-
Turner experiment is rare, it’s not
unique.

It’s one of several insurance
company pilot programs to cede
some duties into the hands of
agents.

In this past year alone, at least
three other similar programs have
been launched. St. Paul Fire & Ma-
rine Insurance Co. has a special ar-

_ rangement program with 20 agents

and is targeting to have 30 by the
end of this year. Industrial Indem-
nity has six California agents in its

Continued on page 380




Agent petitions insurers
to battle direct writers . . .

By BARBARA JEAN GRAY

LITTLE ROCK, Ark.—Marvin
Maurras asked.

First in a nice polite letter, then
more forcefully in a face-to-face
meeting, he requested insurers to
help agents keep the personallines
market from dying.

Mr. Maurras was armed with two
things. One was a survey of agents
showing their desire to write per-
sonal lines but their frustration
over lack of competitive markets.
The other was a company pre-
mium and loss ratio study that sub-
stantiated insurer profits in 1976.
This was even before their own
computers or the Insurance Ser-
vices Office had provided this data,
he claims.

He and his fellow agents felt in-
surers had been simply handing
the personal lines business over to
direct writers in the mistaken be-
liefs that it was not profitable and
that their independent agency
force didn't care.

On his 21st try, Marvin Maurras
got the answer he wanted. One in-
surance company, CNA, agreed to
give the Arkansas agent’s plan fora
personal lines offensive against di-
rect writers a shot.

Three other insurers, St.' Paul
Fire & Marine, U.S. F & G, and
Northwestern National, have since
made more competitiverate filings
as well, agent Maurras reports.

Mr. Maurras, a partner in the
commercial lines agency of Cobb,
Hollenberg & Maurras, is now
waiting for what he calls the “herd
instinet” to take effect as other in-
surers move to cash in on the Ar-
kansas profits he claims have been
there for some time.

Even though his involvement in
re-activating personal lines came
originally because of his ties with
the Independent Insurance Agents
of Arkansas, he has personal busi-
ness reasons as well. “I felt the di-
rect writers had to be stopped to
keep their attention back over
their shoulder and out of commer-
cial lines,"” he said.

His own firm, which was formed
out of Atkins Inc. here less than a
year ago, is setting up a personal
lines department because of the
optimistic horizon.

Two years ago when he assumed
the title of chairman of the techni-
cal committee of the ITA Arkansas,

| felt the direct writers had to be
stopped to keep their att=ntion
back over their shoulder and out
of commercial lines,” said Mar-
vin Maurras.

he inherited the cl.allenge oZreviv-
ing a fast-witherirg personal lines
market.

The Situation was bleak. Insur-
ance companies using the inde-
pendent agency svstern nad lost
20% of the personal lines market
penetration, dropping to 47% from
59% between 1963 and 1374. The
outlock for 1975 was vointing
downward even further. His re-
search also showed that therates of
some of these inzurance compa-
nies were 50% or in some cases
100% above Allstzte, State Farm
and Farm Bureau. Many of the in-
surance companizs had o were
planning to file fcr upward cevia-
tions from the Insurance Services
Offices rates. Most companies had
some form of resiriction cn aew
homeowners busizess.

Independent agants were pro-
jecting writing aresidual market at
that time, he said. *“We were going
to be left with the substancard
market only.”

Mr. Maurras fo-mulated a two-
pronged attack: a memberskip sur-
vey and current profitability data
to provide him witz ammunition in
approaching insurance compa-
nies.

In December 1976, the agents as-

sociation sent out 438 surveys.
More than half of the 56% of agents
respondirg attributed lack of a
personal lines market in their
agencies to lack of interest of insur-
ance carriers to write personal
lines coverage and to price.

At about the same time Mr.
Maurras and his committee asked
10 insurance companies to supply
homeowners premium and loss
data from threeagencies fromeach
town class for the period 1974, 1975
and the first nine months of 1976.

The results, the agent claims,
showed that the companies werein
the black and didn’t even know it.
The agents’ $24 survey revealed
the turnaround in profitability
faster than ISO or the companies’
own computers. “We told them
they were making money and they
didn’t believe us.”

Informagion in hand, Mr.
Maurras thén wrote to 20 insurance
company = presidents . suggesting
that they work with the agents as-
sociation io work out a develop-
ment plan for personal lines.
Twenty company presidents re-
sponded by saying, “Thanks, but
no thanks,” although a few ex-
pressed willingness to consider a
plan drawn up by the agents.

Undaunted, Mr. Maurras rea-
soned that “if anyone would be
willing to do it, it would be some-
one from the direct writer ranks.”

The agent flew to Chicago to
meet with CNA chairman Ed
Noha, although CNA had been one
of the 2(G companies that had
declined the invitation by letter.
This second contact was posi-
tive and agreement. was
reached.

“We feel every agent will have
access to one or two companies by
now and hopefully six or eight by
October, now that the wedge is in
there,” said the agent.

From here, Mr. Maurras will just
finish up some loose ends as chair-
man of the IIAA technical commit-
tee and then he’ll retire from the
position at the ripe old age of 31.

CNA’s Arkansas plan, has some
aspects similar to its national high
performarice agents’ plan but does
not clash, he said. ‘

“That’s the story they’re telling
us and we believe it,” says Mr.
Maurras with a laugh. “But it
doesn’t matter if it's not true. It's
working.” =

. Photo: Barbace Jezn Gray
CNA vp Peter Conway has high hopes for what the new program will
be able to achieve in Arkansas.

. . . CNA accepts
agent’s challenge

CHICAGO—CNA responded.

In answer to the Independent In-
surance Agents of Arkansas and
their technical committee chair-
man Marvin Maurras, CNA devel-
oped a unique experimental pro-
gram for a personal lines offensive
in that state against direct writers.

After the agents met with CNA
chairman Ed Noha, the insurer in-
vestigated the possibilities, said
Peter R. Conway, vp of property
and casualty distribution. “We felt
there were opportunities to use
concepts of competition with di-
rect writers head to head.”

CNA’s Arkansas projectisamar-
keting package containing a three-
year guaranteed market, a 12.5%
guaranteed commission, financial
assistance for personnel develop-
ment and co-operative advertising.
In exchange, the agent makes.a
volume pledge. It officially was in-
augurated last May.

“CNA, as a company, has as a
major objective re-entering the
personal lines insurance market.
We call it the family insurance
market—life, auto and home-
owners. This (the Arkansas proj-
ect) seemed to track what we are
trying to do in personal lines.”

Arkansas had never been CNA
country. Prior to the new program
there, the insurer had a total of
seven agents placing an aggregate
volume of less than $1 million, Mr.
Conway said. The onlyreal volume

Agent group molds company contract

By MARGARET LeROUX

SAN FRANCISCO—The Inde-
pendent Insurance Agents of
America has re-asserted an aggres-
sive posture in agency-company
contracts and has played an active
role in shaping a new agreement.

Industrial Indemnity's new
agency-company agreement guar-
anteeing commission rates for three
years was being touted as “one of the
broadest in the marketplace.”

But the nation’s largest agent as-
sociation, while acknowledging
some good aspects, didn’t blindly
embrace the new contract with
open arms. The 33,500-member
ITAA reviewing the contract and
suggested some changes.

“There has been a lack of pro-
ducer input on developing agree-
ments with insurance companies,”
said Jeffrey Yates, associate coun-
sel for the IIAA. “This is what
we're trying to correct. We want to
assure our members that the pro-
ducers’ point of view is being re-

presenited when sgreements are
negotiated.”

The ITAA has recenily ravised a
seven-year-old guideline booklet
for such contracts and has also re-
activated its contract committee
after several years of dormancy.

There was little ZIAA argument
on the highlight o the Industrial
Indemnity contract, the set three-
year commission rate.

“On first blush tais looks goad,”
said Sherrill M. Ccnnor Jr , execu-
tive vp of the IIAA in Califoraia,
because ‘“to be practical, commis-
sion increases are not in the cards
in the foreseeable future.”

Currently, Industrial Indemnity
commission rates ‘are pretty stan-
dard among the industry,” James
T. Hamilton, vp of marketing, said.
“They vary by product line and
producer.” The agreement will be
individually negotiated with each
ofthe 1,295 producers for theinsur-
ance company, & subsidiary of
Crum & Forster, which operates in

ten western states.

The insurer is heavy in workers
compensation, a line which tradi-
tionally pays in the 10% commis-
sion range, the agents group said.

Industrial Indemnity an-
nounced the new agreement early
this summer but the contract com-
mittee of the national association
of indepsndent agents found
“some areas of concern,” and after
study, referred the agreement back
to the insurer with “a few enhance-
ments,” according to Mr. Yates.

“Basically we’re concerned with
provisions we believe to be most
important, to the agents’' protec-
tion,” Mr. Yates said: Among them
was the question of termination of
the agreement.

The final contract form, resolved
two weeks ago, contained adjust-
ments responding to the agent as-
sociation.

Among the Industrial Indemnity
contract provisions borne out of
discussion with the IIAA are:

e The agency termination notifi-
cation extension to 90 days from

- the original 60 days.

o The addition of a provision for

_ a one-year renewal of business af-

ter agency termination.

e The creation of a ‘‘rehabilita-
tion"” program rather than termina-
tion where problems are correct-
able. ‘

e The provision of an annual list
of in force business upon agent re-
quest.

e Clarification of the agent’s
ownership of the business.

The contracts committee of the
ITAA also noted the need for modi-
fications in the areas of amend-
ments to contracts, arbitration and
direct billing.

The ITAA included in its recom-
mendations a first draft of its new
guide for agency-insurance com-
pany agreements. “We asked them
to consider the changes we sug-
gested in light of the criteria es-
tablished in the guide,” Mr. Yates
said. u

was in the bar zssociaticn’s legal
melprzciice program.

“he seven werz good agents and
were making money, he con-
tinued. but “basically we didn't
pay tco much attention to it be-
cause personal lines wes minis-
cu.e. We started off (the Arkansas
project) and viewed it as a new en-
tite.”

All seven exisiing agencies were
offerec. an opportunity tc convert
to he new program. To date, 48 Ar-
kansas agents, both coramercial
and p-arsonal lines agerts, have
signed up for the Arkansas project
ani more will be appointad in the
coming months.

The ‘single step” polic¥ is com-
pe-itively priced, the exzecutive
said ir an interview. “Because of
previoas insurence department
regulazion, independent agents
were priced out of the ma-ket. The
persora. lines pricing structure
wes running 50% higher than State
Farm ard Allstaze.”

The “single step” policy pro-
vices & combined automchbile and
homeowners policy.

CNA is supplemen:ing its
“embryonic” service facil ty,inthe
stzte, although :he Orlardo, Fla.,
branct. still works with the devel-
oping Arckansas branch.

Last January, CNA em?zarked on
another agents’ blan, alsc guaran-
teeing markets and commission
rates ir. exchange for volume
pledges from the agents. That pro-
gram, called the “high perfor-
mznce program,” now has two
contrazts in force and ano:her 20in
negotiation.

It is being pursued :n states
wkere -he insure: has largs market
penetration, Mr. Conway said, so
there are none ir Arkansas.

The Arkansas project is similar
to the kigh periormance agency
program in some respects and dif-
ferant in others. While th=2 Arkan-
sas plan is always three-year, the
high parformance can be three or
fiva years; while the Arkarsas proj-
ect hes a commission level of
12.5%, h.gh perfermance Jrogram
has 16.7%

Arkznsas is testing different
things than the high performance
agency prograra, Mr. Conway
po:nted out, “nottheleasi of which
is that agency companies are com-
peting Lead to head with direct
wr:ters. We will not make any fu-
ture plar.s until we have tke oppor-
tunity so evaluate some parts ofthe
experimz=nt, but there’s no reason
wky (the two programs; can’t be
compatiole.

‘They don't clash, they mesh,”
the CNA vp said. .




Indiana broker shuns guesses,
adopts formal plan for growth

INDIANAPOLIS—No longer
content to call an estimate of pre-
mium volume for the next year a
“growth plan,” a $1 million reve-
nue insurance brokerage firm here
has drawn up and delegated re-
sponsibility to key executives for
an in-depth, sophisticated, five-
year projection of operations.

The management committee of
Management Advisors Inc., a hold-
ing company -whose major subsid-
iaries are a commercial mass mar-
keting operation and a general in-
surance agency, called together 16
top executives and outside ad-
visers recently for a one-day shirt-
sleeves session to flesh out the de-
tails of a nine-page plan, designed
to guide the firm to twice its
present size.

The nine executives who formu-
lated the plan are the top officers of
Assn. Program Managers Inc., the
eight-office Associated Insurance
Managers Inc., Agency Premium
Finance Inc,, Lifeway Inc., Realty
Assurance Corp. and Realty Man-
agement Services Inc. They
worked more than amonth putting
together a 17-point program that
was critiqued at the meeting by
president William J. Garrity, as
well as the firm’s public relations
counsel, its legal adviser, its CPA
and its banker.

A. Russell Chaney, assistant vp
of Fireman’s Fund Insurance Cos.,
who has attended the firm’s less
formalized planning sessions for
the last five years, acted as facilita-
tor for this year’s management
think tank.

Four assumptions served as a
base for the brokerage firm'’s plan-
ning: that premium volume would
increase 20% each year, that the
present 14% commission level
would decrease by 0.5% each year,
that sales expense would be set at
45% ofincome and that administra-
tive expense would be set at 40%.

Those last two assumptions rep-
resent a reversal of the present
structure in which sales expense
for the fiscal year ending Oct. 1 is
$419,650 or 40% of the $1.03 million
commission income. Administra-
tive expense this year is budgeted
at $453,700 or 44%.

Associated Insurance Managers
(AIM) and Assn. Program Man-
agers (APM) will generate a com-
bined premium volume of $7.29
million for the present fiscal year.
Net profit before acquisition costs
and income tax is targeted for
$154,950. This compares to a total
corporate $53,987 income in 1977
and a $5,651 loss in 1976,

For the fiscal year ending Oct 1,
1983, AIM-APM is shooting for a
premium volume of $18.15 million
with a commission income of $2.18
million. According to the five-year
plan, sales expense that year will
be $980,000 and administrative
expense $871,400, with a pre-ac-
quisition cost and tax profit of
$326,700.

The two, equal-sized subsid-
iaries which make up the bulk of
Management Advisors Inc. have
42 employes who each generates
$24,483. The ambitious growth
plan calls for a doubling that pro-
ductivity between now and 1983 to
$51,867. The firm has a total of 49
employes including all subsid-
iaries presently.

Making premium volume pro-
Jjections is not new to Management
Advisors Inc. President Garrity in
1965 made such estimates for each

ofthe coming 13 years with a fairly "

high rate of accuracy. Ten of the 13
projections were met or bettered in

actual performance. In 1973, the
firm fell 12% short ofits projection
and 5% short in 1976 and again in
1977.

Back in 1965, the premium vol-
ume for 1977-78 was estimated at
$7.23 million; the actual perfor-
mance is exceeding that by a mere
1%.

This year’s detailed projection,
in addition to looking into a more
complex insurance world, lays the
groundwork for a statewide net-
work of AIM-APM offices the firm
envisions five years down the road.
Historically, the concept of a multi-

ple agency systems statewide has
not succeeded, concedes Mr. Gar-
rity. They are hard to control and
must be highly managed. There-
fore, Management Advisors views
its challenge for developing such a
system as one of centralization of
operations.

Management Advisors Inc. plans
to build its network through the
acquisition route, at the rate oftwo
per year, preferably firms with
gross commission income of
$100,000 or more, lacated in county
seats and where Management Advi-
sors already has some operations if

Continued on following page
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Management Advisors presiden: William J. Garrity estimated 1977-78
premium volume in 1965. He was off a mere 1%.
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Indiana broker . . .

Continued from preceding page
possible. Ten geographicalareas in
the state have been identified as
desirable expansion areas.

In the past five years, Manage-
ment Advisors Inc. has made nine
small acquisitions in the state, all
of which have been agencies with
revenues less than $100,000.

The firm has paid cash for the
agencies with the exception of the
last two acquisitions, Mr. Garrity
said. The most recent acquisitions
however have been for an ex-
change of stock. Management Ad-
visors Inc. is currently 70% owned
by active employes and 30% by
outsiders who happen to be board
members. The firm is studying the
idea of going to a class A non-
voting stock for acquisition and
ESOP purposes to assure flexibil-
ity, allowing the options of cash,

stock ora combination of the two.

Management Advisors Inc. uses
a list of 30 graded items to deter-
mine acquisition candidates and
traditionally has used a 1.6 multi-
ple of commissions less goodwill
as a rule of thumb for price. This
compares to an average 1.89 multi-
ple that applied to 44 acquisitions
around the country according to
one survey, Mr. Garrity said.

He announced that he intended
to use his future travels with pro-
ducers as ashopping trip foracqui-
sition prospects and that he in-
tended to invite the principals of
the prospects to the firm’s annual
meeting.

Crucial to the firm's administra-
tion in the course of engineering
this aggressive growth plan is the
bringing on stream of an in-house

computer system. The computer
and its de-bugging were voted as
the top priority planning issue of
the day-long session by the 16 ex-
ecutives.

Management Advisors Inc. has
plunked down $57,000 initially for
an Americen Information ‘Devel-
opment micro-data reality system
to handle its electronic data pro-
cessing needs. Total outlay for the
system will amount to $90,000 in
the coming year.

APM will be put on line with the
new EDP system first, dualing
with the present Systems batch
system. AIM is scheduled to be on
line by October.

The computer issue was voted
first among the top six issues cho-
sen from the 17 items listed in the
complete plan. The morning ses-
sion of the one-day conference was
devoted to identifying and clarify-
ing five-year goals, specific con-
cerns and planning issues. The

Management Advisors uses a multiple of
1.6 times commissions less goodwill as a
rule of thumb when buying another
agency, says president William Garrity.

other five issues voted discussion
worthy were centralization, the
marketing plan, personnel require-
ments, premium finance and cash
flow procedures and employe
training.

The afternoon session delin-
eated the goals further, identifying
the goals for the coming year and
the methods for achieving them.

Among the five-year goals for the
firm are:

e Two acquisitions per year.

o Complete home office market-

small-group
closes

made easy.

frusr
Trust.

Signature Group Program Insurance Trust. Its built-in
selling features help you — the broker — close small-group
cases. John Hancock, as underwriter, provides attractive

COmMmissions.
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ciencies. But the Signature Group Trust goes further. It
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can offer an economic
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group policy insuring
from 50 to 149 lives.
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ministration of a group
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the Trust is administered
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perienced and respected
names in employee bene-
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underwriting. Expert administration. HANSTAR speed,
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PO. Box 792, Boston, MA 02117.
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[ am especially interested in the following aspects of the Trust:
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group business in our

Trust, mail this coupon.
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INSURANCE
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ing.

e Elimination of all outside pre-
mium finance companies to the ex-
clusive use of the brokerage firm's
facility.

e Computerization of all in-
house accounting functions and
company operations.

e The reduction of insurance
companies (other than specialty) to
10 from 12.

o Addition of 20 to 30 personnel,
including the use of college re-
cruitment.

e Development of a model
agency for the training and con-
tinuing education of new and
present employes.

e Development of job positions
for personnel director, training di-
rector, claims manager, engi-
neering manager and risk man-
ager.

e Tripling of office space to
14,000 square feet at the home of-
fice facility from 4,700.

e Combination of AIMand APM
sales office in each branch.

e Development and promotion
of a corporate image and logo.

At the end of the day, through a
combination of volunteering and
assigning, each of the major plan-
ning issues was assigned to an ex-
ecutive who has the responsibility
to detail progress in a year. —bjgs

Agent group
opposes new
info program

SAN FRANCISCO—The Inde-
pendent Insurance Agents of Cali-
fornia are objecting vocally to a re-
cently enacted consumer-oriented
information program of the Aetna
Life and Casualty.

Aetna’s personal lines program,
initiated in Virginia July 1 and na-
tionally Aug. 1, includes a booklet
on the types and sources of infor-
mation the insurer keeps on its per-
sonal lines policyholders and a toll
free phone number for insureds to
use to learn more about the infor-
mation files.

No file information will be given
out over the phone, an Aetna
spokesman said, but arrangements
will be made whereby the field of-
fice will call the insured back using
a method of specific questions to
determine the authenticity of the
call.

A third aspect of the program in-
cludes a letter being sent to indi-
viduals whenever an adverse un-
derwriting decision. is made
against them. The letter will sug-
gest that the individual contact his
insurance agent if he wants addi-
tional information.

IIAAC president Charles M.
Wright said, “We think a response
to privacy and confidentiality
question is correct. The insured
has every right to know the nature
of the information in his file, to
know that it is protected and to be
able to question or correct any in-
accurate data. But Aetna’s gone a
step too far by allowing the insured
to bypass his agent entirely in this
process. We view this as a direct’
attack on the principles upon
which the American agency sys-
tem was founded and operates.”

The program “has the potential
of taking us out of the picture and
we're against it,” he said. &




Insurance firms retrieve

promotional

Incentives

to garner new business

CHICAGO—Promotional incen-
tives to stimulate insurance com-
pany business are coming into
vogue or being dressed up after be-
ing out of fashion for several years.

The move certifies not only a
loosening of underwriting restric-
tions but a downright wooing of
agents to enhance their book of
business with a company in ex-
change for prizes or gifts in addi-
tion to commissions. Although rel-
atively common in life insurance,
the concept is more eyclical for
property and casualty lines.

Kemper Insurance Cos., for ex-
ample, is conducting an incentive
contest for the first time in four
years. In five of Kemper's seven
geographical divisions, a producer
who increases his personal or com-
mercial property lines book of
business by $30,000 in premiums
compared to one year ago, with a
good loss ratio, qualifies for one
four-day trip to Hawaii or Florida.

Transamerica Insurance Co. is
also offering a trip. Although the
company officially declined to
comment on its program, Trans-
america agents said the company
is offering a 10-day cruise for a per-
centage increase in business over
last year’s book. All lines, includ-
ing workers compensation, qual-
ify, although there are some limita-
tions within the lines.

Safeco Insurance Co. is also
scouting up new business via the
incentive route, although that mar-
keting strategy is not particularly
unusual for Safeco. The multiple
line insurer has conducted similar
programs in five of the past seven
years, sales promotion supervisor
Bill Dillon said. Only in 1973 and
1975 did the company have a pro-
motion limited only to life insur-
ance.

This year’s program which runs
throughout the year, however, of-
fers the firm'’s first trip to foreign
shores.

Agents for Safeco can earn travel
points by written premium dollar
increases in commercial lines (a
figure approaching $100,000), by
an increase in the number of items
in addition to a dollar increase in
personal lines or through life sales.
The points may be earned in any
one of the three categories and a
bonus is awarded if points are
earned in all three.

Agents whose points total one
specified level win a one-week trip
for two to Marco Island, Fla. Ambi-
tious agents who earn a point total
more than twice the first level win
a one-week trip to Spain for two.

Historically, insurance company
incentive programs attempt to
stimulate new business by holding
out a little carrot to the indepen-
dent agent responsible for generat-
ing that business. Some of this
year’s spurs however take a
slightly different twist.

Great American Insurance Co.—
which is traditionally not incentive
oriented, according to its director
of product development for per-
sonal lines John J. Lewinski—
tried a six-month program this
year to encourage its agents to
bring homeowners coverage up to
replacement cost.

The program met with only
“nominal success,” Mr. Lewinski
said. Despite initial favorable reac-
tion from agents, the actual perfor-
mance was “successful in some
areas but a complete flop in
others” when it came to actually
filling out the “estimator” form to
earn points and inereasing cover-
age to earn points.

Despite the fact that increase
coverage of the policy would mean

increased commission for the
agents, “that idea didn’t seem to
move many agents. It's amazing
how many agents feel they just
don't have the time. Another big
excuse was ‘I have my insureds in-
sured to value already.’”

That last argument didn’t jibe
with a recent Great American sur-
vey in California that found that
only 50% of their insureds were
covered to replacement value.

The promotion was conceived
by Great American and developed
with the help of Business Incen-
tives in Minneapolis. For each of
the “estimator” forms completed

Continued on following page
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the cash award amounted to 50
cents and for each $1,000 of in-
creased coverage written, 25 cents.
The agent could then apply the
money to a range of gifts offered in
a merchandise catalog.

“If we had it to do over, perhaps
we would go to $1 forthe estimator
and 50 cents for the premium in-
crease,” hypothesizes the market-
ing executive.

He projected that Great Ameri-
can will see a $500,000 increase in
revenue as a result of the promo-
tion “but we were projecting $7
million or $8 million.”

Although perplexed as to what
would have the power to appeal to
a large number of agents, he said
the recent experience has not
soured the company totally on the
concept of incentives. In fact, it
looks forward to future incentive

programs both in personal and
commercial lines.

Aetna Life & Casualty Co. is also
taking a different tack to the incen-
tive idea. It is near completion of a
four-month promotion geared to
increase policies in force in com-
mercial property with a branch of-
fice contest. There will be first and
second place winning offices in
each of Aetna’s nine geographical
divisions. All of the employes in
the nine first place offices will win
a $50 gift certificate to be applied in
a gift catalog. All of the employes
in the nine second place offices
will win a $30 certificate.

Aetna’s last incentive program in
1974 offered its agents a trip to
London for an increase in personal
and commercial lines business.

“By making this one an inter-
office campaign,” said the man-

ager of the commercial insurance
department, J.D. Faunce, “we
have greater control over the busi-
ness. If agents are selling every-
thing, it puts pressure on under-
writing.”

The present program is also the
first in which the employe is the
one who benefits, he said.

Although the incentive pro-
grams must draw sufficient re-
sponse to merit their existence
(Safeco hosted over 2,100 pecple in
Aculpulco this spring), asampling
of agents and brokers across the
country found a lukewarm re-
sponse at best.

“We don't necessarily get ex-
cited about the idea of trips,” com-
mented Lee Walton, senior partner
for the Walton Insurance Agency.
If he were planning the trip, the
Jackson, Mich., agent said, “I
would rather pick out my own time
and place and invite my own per-
sonal friends.” Anyway, he added,
insurance companies often “herd
you into a plane.”

Nick Verreos, president of his
own agency in San Francisco,
claims he never liked the idea of
marketing program incentives. Be-
cause of his college degree in mar-
keting, “I know what these con-
tests cost the companies,” he ar-
gued. “At the same time, we have
always had the complaint from
them that ‘We cannot compete
(with direct writers) because
agents cost us money.’

“They entice agents to move
business around to keep lossratios
low (for contingency commis-
sions). I believe this happens even
though some agents say it
doesn’t.” Similarly, he said, some
agents shift business just to win
contests.

“I wouldn’t disagree with the
idea of incentives if they’re based
on production rather than shifting
business.”

At least one brokerage firm has
notified its carriers that it’s not in-
terested in such contests. Walter P.
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Dolle Inc. president Jack Trainer
said incentives really didn’t moti-
vate his placers to shift business
because the firm's risk placement
depends on markets rather than
contests. Furthermore, winning
the contests present problems to
management which must select
someone from the firm to accept
the trip or prize. Once in fact, the
Cincinnati brokerage did win a
contest it wasn't even aware it was
participating in. Because of the
problem of selecting one employe
responsible for the prize, no one
went on the trip, Mr. Trainer said.

The concept of promotional in-
centives is more of an attraction to
smaller agents who do business
with only two or three companies,
the president believes, rather than
to a firm his size ($2,500,000 in gross

letters

The Agent/Broker Topics section of
Business Insurance welcomes let-
ters from its readers. Please keep
your comments as brief as possible
and we reserve the right to edit or
shorten letters for clarity or space.
Please send your comments to Let-
ters to the Editor, Business Insur-
ance, 740 N. Rush St., Chicago, Ill.
60611.

Licensing laws

To the editor: I realize the sum-
mary of agents licensing laws in
your June 26 issue could not deal
with the variations in each law, but
felt you would be interested in
knowing not only that there is an
alternative to the 90 hours Virginia
requirement, but also that it is the
alternative more often used.

The Virginia law requires 90
hours of insurance study in a rec-
ognized college or university or 45
hours of a specially approved in-
surance course comparable to 45
classroom hours in a college or uni-
versity. It is understandable that
most license applicants fulfill the
45 hour requirement.

Seeman Waranch
Insurance Agency of Norfolk Inc.,
Virginia Beach, Va.

Dinner Levison
opens 1st branch

NEWPORT BEACH, Calif—
Dinner Levison Co. opened a
branch office here last month, the
first branch office for the 63-year-
old San Francisco brokerage firm.

The new office’s two producers,
Mike Kane and Hobie Harper,
were formerly in the insurance de-
partment of Coldwell Banker &
Co.

The move is Dinner Levison’s
first into southern California
where it plans to become a major
factor in the brokerage industry,
managing partner Robert C.
Nevins said. Three other southern
California locations are also being
studied. =
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"Aclient with 18 locations and no
two alike. I knew exactly which underwriter
to call for a tough one like that”

Independent agent Pat Mullen speaks her mind.

“For one of our commercial accounts, INA
really came through. It was a case of INA working
closely with us, and by applying imagination and
hard work we developed a safety program resulting
In a very competitive premium for the client.

“The INA Safety and Loss Control
Engineer actually inspected all 18
locations personally and presented
recommendations based on his findings.
[ was then able to show my client
the steps he could take in loss
prevention to help keep his
premiums down.

“I have been in the insurance
business 20 years, working with
many different insurance companies
and have been particularly im-
pressed by INA. So, when |
went into business for myself,

[ knew from the start that
INA was one of the com-
panies [ wanted to represent.

“I'haven’t been disap-
pointed. INA is profes-
sional in all of its dealings.
By that I mean prompt
quotes and excellent
claims handling.

For the most
part their rates
are very com-

petitive, but if sometimes [ get a quote that
seems out of line to me, the underwriter and |
can usually negotiate the matter. |
“Another advantage in dealing with INA is
their marketing expertise. Their representatives
actually work with agents to develop new business.
i ~ “I've been associated with INA for four
years now. All in all, I'd say their people
are very imaginative in underwriting.
Together we develop new approaches
to a policy, and INA’s knowledge
of commercial insurance needs is
especially strong, and that's very
important to our company.”

Pat Mullen of PL. Mullen & Co.,
St. Louis, Mo., is one of
hundreds of independent
agents across the country
who benefit from work-
ing with INA. If you
are an independent
agent and would like

to learn more about
representing us, please
write to: Office

of the President,
Insurance Company

of North America,
1600 Arch Street,
Philadelphia, Pa.
19101.

ININ

' The Professionals
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PERSPECTIVE

Brokers must close talent gap with new efforts

By E. Theodore Lewis

ROFESSIONAL TRAINING and development
of property/casualty agents and brokers is often
cited by producers and insurance carriers as an area
in which substantial improvements are desired. And
although producers and carriers bemoan their prob-
lems, few have taken steps to provide corrective ac-
tions.
This passive attitude might have been understand-

E. Theodore Lewis is a consultant with McKinsey &
Co. Inc. in New York. He has done numerous studies
for property and casualty insurers in the field of
human resources, profitability and executive devel-
opment to name a few.

able in an era of less intense competition and growth,
but it is hardly defensible in today’s market. Recent
trends make the n=ed for improvements far more
critical to the industry’s success. This article ex-
plores these trends and outlines specific activities
that could be undertaken. .

First, the recent growth in the amount and com-
plexity of business done by agents and brokers has
intensified the need fer qualified people. Typically,
an important socurce far new agents and brokers has
been the underwriting and marketing personnel em-
ployed by primary carriers. However, the growth of
the primary market has intensified the competition
for people and in some cases doubled the turnover
rate for underwriters.

According to one personnel officer, “The situation
is terrible. Inexperienced people are receiving outra-

geous offers . . . everybody is stealing from every-
body else.”

The Bureau of Labor Statistics substantiates these
apparent trends in employment. During the period
1972-1977, the all-industry employment growth was
approximately 11%. However, the property/casualty
industry employment growth was 15%. And, accord-
ing to published employment data from major
brokerage firms, comparable data showed a growth
in employment of 25%.

Thus, with demand for new producers growing at
twice the rate of “all industry” and substantially
above one of the primary sources of personnel, it is
unlikely that the newly hired personnel could be
experienced individuals.

Second, producers have also grown by acquiring
smaller producing organizations. This has permitted
the acquiring organization to
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“O he’s a non-smoker. He’s doing a slow burn
over some late claim payments.

quickly obtain experienced people
as long as the supply of acquisition
candidates exists. However, grow-
ing professional and management
talent from within is usually de-
emphasized.

In addition, producers have tra-
ditionally relied on primary car-
riers to provide some of the basic
training required. However, a re-
cent poll that I conducted of six
major carriers indicated that most
provide only an introduction to
that company’s forms and proce-
dures.

Cne company admitted that its
programs were primarily “public
relations oriented,” having little
technical content. Another carrier
indicated that most training pro-
grams had been abandoned during
the unprofitable 1974-1975 period.
Finally, another carrier cited that
the number of training programs
they sponsor have expanded, but
the two to five-day program length
suggests that only modest basic
training could be accomplished.

This pattern suggests that less
experienced individuals may be
thrust into positions without suffi-
cient preparation.

Third, the insurance buyer has
become more sophisticated. The
corporate customer is increasingly
relying on its own professionalrisk
managers to provide advice re-
garding their insurance needs.
Many of the larger corporations
have increased their retentions, re-
quire more tailored coverages and
consequently seek more sophisti-
cated financing arrangements as
well as “unbundled” risk manage-
ment services, This third factor
highlights the need for well
trained, experienced producers to
provide the technical advice re-
quired by their customers.

In summary, a serious question
israised by these three factors: Will
producer growth be at the expense
of professional service?

As alarming as the situation is, it
is certainly correctable. But, be-
cause of the lead time required for
the impact of any training program
to be felt, it is essential that action
be initiated promptly. There are at
least three areas in which action
could be taken.

e Accelerate the pace of pro-
duecer industry-sponsored training
programs. Industry-sponsored
training and development efforts
have the potential to produce
dramatic results. If sufficient at-
tention is given to the balance be-
tween general insurance theory

Sometimes overdueclaim checkscancause
unnecessary agent overheating. When it
happens there’s no need to get up in the
air to cool down. Just give Bituminous a
call. Our reputation has been built on
service. And this service includes fast,
fair and efficient claims handling by our

own staff of professional adjusters. You'll
find our people try hard because they real-
ly care about your business. Bituminous,
the full-service property/liability com-
panies specializing in business insurance.

7 Bituminous ==usanes

and practical application, in-
dustry-wide training could pro-
vide much of the training that the
inexperienced producer must
have to function effectively.

Further, continuing education
programs for the more experi-
enced producer could provide the
needed refreshers necessary to

Continued on following page



Consultant says ‘spread’
key financial indicator

CHICAGO—The “spread” or dif-
ference between a brokerage’s rev-
enue per employe and compensa-
tion per employe may be a more
valid yardstick of a firm’s profit-
ability than the traditionally ap-
plied revenue per employe, sug-
gests the Hales Report.

According to this measure, a
firm's compensation cost com-
pared to the revenues generated
per employe gives a better indica-
tion of how much that firm bene-
fited from each employe, in the
consultant’s opinion. Hence, the
bigger the spread the better.

Using this gauge, Alexander &
Alexander Inc. of the six largest
publicly held brokers scored the
EBreatest gain between 1977 and
1976 in getting more revenue out of
each employe. In 1977 the revenue
per employe was $43,880 and the
compensation per employe was

Lewis . . .

Continued from preceding page
maintain professional skills.

e Strengthen carrier-sponsored
programs. Insurance -carriers
might first investigate the value re-
ceived for dollars being spent for
“public relations oriented pro-
grams.” To the extent that monies
spent could be redirected to more
fundamental training, expendi-
tures could then be made to im-
prove the professional abilities of
producers. Additionally, head-
aches caused by misunderstand-
ings would be reduced and cost
kept to a minimum.

Furthermore, carriers who insist
that an established volume of busi-
ness be produced as arequirement
for their producer training might
evaluate hidden costs of this pos-
ture. They could find that more ef-
fective communication between
producer and underwriter could
more than pay for the cost of train-
ing.

e Require that agents and bro-
kers pass a proficiency examina-
tion. The requirement for certifica-
tion and periodic re-qualification
of agents and brokers is a concept
which is gaining wider acceptance
by state regulators. Wisconsin, for
example, now requires producers
to maintain a level of continuing
education and the state monitors
the number of classroom hours.
For individual agents and brokers
who have updated their skills
through personal efforts, this pro-
cedure should cause little concern.
For others, this requirement
should spur them to improve their
base of knowledge.

The industry might be well ad-
vised to take the initiative to de-
velop a comprehensive approach
rather than wait for the likely tan-
gle of unrelated and perhaps con-
flicting state-sponsored profi-
ciency requirements.

In summary, the development of
well qualified producers is a criti-
cal problem that has severe impli-
cations for producers and insur-
ance carriers. Solving these long-
standing problems will be diffi-
cult, but not insurmountable. The
critical question is—Can we afford
to do nothing? The answer, I be-
lieve, is obviously not! B

Fire losses up

Fire caused an estimated $313
million in insured and uninsured
losses in May, up 3.3% from the
same month in 1977. Losses actu-
ally declined $57 million from the
revised figure for April but surged
$7 million over the May 1977 figure
of $306 million.

$21,003 for an average “spread” of
$22,877. In 1976, the “spread” was
$17,913 when revenue per employe
was $37,861 and the compensation
per employe was $19,948. There-
fore, between 1977 and 1976 A& A’s
“spread” increased 27.7%.

At the other end of the scale of
the top six, the consultant’s news-
letter noted, Marsh & McLennan
Ine’s “spread” increased 4.2% be-
tween 1977 and 1976. Last year the
largest publicly held firm genera-
ted $43,415 in revenues per em-
ploye and paid an average of
$21,318 for a “spread” of $22,097.
The prior year, M&M recorded
$41,043 per employe and compen-
sated an average of $19,836 for a
“spread” of $21,207. "
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Managing General

Horan, Goldman Agents
Companies

EXcess-Surplus
Underwriters

Two Bryn Mawr Avenue, Bryn Mawr, Pa. 19010 » (215) 527-4400 INTEGRITY
414 Severn Bldg., 8600 LaSalle Road, Baltimore, Md. 21204 = (301) 821-5300 STABILITY
1020 Kings Highway North, Cherry Hill, N.J. 08034 « (609) 667-3600 RELIABILITY
105 Loudon Road, Concord, N.H. 03301 « (603) 224.4009

111 John Street, New York, N.Y. 10038 = (212) 964-4500

Map Out Your
Future with Mr.Za

It's easy to get lost in today's insurance marketplace. A producer
can be on Easy Street one minute and rattling down a mighty rough
road the next.
But at Zurich-American, Mr. Za's field managers can help
smooth out the ups and downs by mapping out a profitable
route to long-term business development.

Together, Z-A and the producer pinpoint specific targets

from our well-rounded portfolio of commercial property,

casualty and personal lines, including commercial

inland marine and boiler and machinery. We expect

the producer to stick to his or her part of the plan.

just as we expect to stick to ours. Working together

we'll find the most profitable route.

£-A calls it the plan-to-progress program. It
keeps both of us— Zurich-American and our

producers —moving ahead. So, if you are
looking for an insurance organization

that knows where it's going, why don't
you join us? Talk with your local
Zurich-American branch office today.

ZURICH-AVERICAN WSURANCE COMPANES

Zurich Insurance Company
American Guarantee and
Liability Insurance Company
M West Jockson Boulevard
Chicage. llinois 60604

>
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“And furthermore,” Zilch countered with more as-

Creative underwriting: It's in the cupboards

PRODUCER PAR EXCELLENCE walked into
his agency one day to find Joe Zilch quietly
sobbing at his desk. Zilch's head was resting face
down on his folded arms and he was making soft
choking sounds.

“Joe, what's wrong?” Producer Par Excellence
asked.

Zilch raised his head and the tears fell from his
cheeks to his desk. “It’s the insurance company un-
derwriters! They're terrible! No imagination! No cre-
ativity! No innovation!”

“Zilch, are you still trying to peddle that mattress
factory of your brother-in-law? You've been trying to
place that risk for weeks and I keep telling you that
with its combined loss ratio of 150%, no sprinkler
system and its location next door to a dynamite fac-
tory, you're going to have trouble. Is that what you’re
upset about?”

“No, that’s not it. That's not the issue. It's those
rummy insurance companies! Premiums go up, up,
up. Commissions go down, down, down. And good

By
BARBARA
JEAN GRAY

underwriters are nowhere to be found!

“Most of the insurance companies are making
money this year,” Zilch railed on, “Why don’t they
put some of their meney into building up their un-
derwriting departments? It’s their duty to us, their
agents. We're their customers! They owe us decent
underwriting staffs!”

“You're right, Zilch,” Producer Par Excellence
nodded in agreemen:. “They do.”

sertion, “where are we going to get our new agency
people? Since you've appointed me head of the per-
sonnel development department, I've called the un-
derwriting department of every insurance company
within 200 miles. The cupboards are bare! Where
have all the good underwriters gone? How will my
great plan ever work?”

“What’s your plan?”

“It’s called Rally All Insurance Desirables. I'm call-
ing it RAID for short. But I can't fizd any good com-
pany underwriters. Where have all the good ones
gone?”

“Some of them went with the agency down the
street,” Producer Par Excellence recalled. “And an-
other five or six went with the agency across town.
And within the last year, we've hired three ourselves.
I'm afraid you're going to have to start going to col-
leges to do some recruiting. Some companies in
other industries are also having open houses for peo-
ple in the neighborhood for get-acquainted sessions
for prospective employes.”

INSCO'’

Cost-Cutting

Agent’s Accounting
Service.

“But those kind of people will
have to be trained. They don't
know anything about insurance!
You don’t expect me to train them
too do you?” Zilch asked incredu-
lously.

“Sure, that’s your job. You've
been going to alot ofagent associa-
tion meetings lately. Haven't they
been the ones for personnel train-
ing?”

“Well, they’ve been more for so-
cial development than profes-
sional development. I mean, they
haven’t been insurance training
PER SE, if you know what I
mean.”

“What do you mean social devel-
opment? Zilch, have you only been
going to the golf tournaments? Is
that it? Golf tournaments?”

“Well, you’ve got to have well
rounded employes. I mean, ‘All
work and no play’ as the saying
goes.”

“Well, that's got to stop! You're
going to have to start attending
other functions as well.”

“How about two golf tour-
naments? . . . One golf tournament
and one racquetball tour-
nament? . . . Can I talk you
into one golf tournament, one rac-
quetball tournamentand onecock-
tail party?” =

See it
demonstrated
atthe l.l.A.A.
convention

Stop by booths 88 and 89 at
the IIAA convention. See how
INSCO batch and terminal
accounting systems can
handle your accounting needs
better, faster and at lower cost.

The system now features:

e Weekly accounts
receivable reports.

e [temized receivables.

e Optional general ledger
package.

e Automatic control of
prebilled items.

In the first quarter of 1979
we'll add:
e Prior year and budget
comparisions in general
ledger.

e Balance forward
receivables.

e Additional sort sequences
for expiration list.

INSCO Systems is the data
processing division of The
Continental Insurance
Companies—industry leaders
in the development of
agent-to-company computer
terminal systems.

Now our state-of-the-art
expertise is ready to cut costs
for your agency. Plan to visit
with us while you are in

New York. Or write for detailed
information.

INSCO Systems
Neptune, New Jersey 07753

How to speed
your premiums

FT. WAYNE, Ind—Some
tips on oiling the wheels of
premium collection were of-
fered to the Northern Indiana
CPCUs by E.J. Leverett Jr.,
professor of risk management
at the University of Georgia:

e Bill the client on the
binder rather than waiting for
the oft-delayed company pol-
icy.

e Mail the invoice separate
from the policy which tends to
get “shelved.”

¢ Appointan agency person
to phone all delinquent ac-
counts on the premium due
date and continue to follow up
by phone.

“If you have more than 4%
of your premium (excluding
direct bill) on accounts receiv-
able,” Dr. Leverett told the
group, “you have a prob-
lem.”

INSCO

Regional Offices: Atlanta, Chicago, New York, Dallas,

San Francisco, Glens Falls (N.Y.), Columbus (Ohio).

Florida agents

Independent agents here wrote
81% of the commercial lines insur-
ance coverage in 1977, while direct
writers took a 19% share. This
compares to 83.3% for the inde-
pendent agents in 1976 and 16.7%
for the direct writers. Those statis-
tics were pointed out to the state
association by executive vp Tom C.
Johnson at the FAIA annual meet-
ing.
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financial information on Auto Dealers are a Special Risk

excess/surplus brokers

S.L. Alexander Insurance
Services

3435 Wilshire Blvd., Los Angeles,
Calif. 90010; (213) 385-7182

1977 1976
Grossrev. ...... $ 300,000 $ 220,000
Commercial bus . 100% 100%
E/Slines........ 95% 95%
Employes . ... .. 12

Principal officers: Samuel Alex-
ander, president.

Branch offices: Mammoth
Lakes, Calif.

Lines of specialty insurance:
product liability, directors and of-
ficers liability, oilwell, errors and
omissions, workers compensation.

American Foreign Facilities
Ltd.

16 So. Central Avenue, Valley
Stream, N.Y. 11580; (516) 872-6006

1977 1976
Grossrev. ,...., $ 30,000 N/A
Commercial bus . 100% N/A
E/Slines.....,.. 100% N/A
Employes ...... 5

Principal officers: Dave Haim-
son, president; George Schulz, vp;
Rhoda Haimson, secretary.

Lines of specialty insurance:
product liability, restaurants, mo-
tels, supermarkets, fine arts and
auto body shops.

*firm established 9/77

America’s Insurance Center

562 Boulevard, Kenilworth, N.J.
07033; (201) 272-6300

1977 1976

Grossrev, ,..... $ 1,107,102 $ 813,971
Commercial bus . 85% 82%
E/Slines........ 40% 25%
Employes ....., 25

Principal officers: Raymond R.
Kravetz, president; Marko Popin,
vp; Arthur F. Kravetz, secretary;
Sylvia Kravetz, treasurer.

Lines of specialty insurance:
coin-op laundry package policy,
dry cleaners package policy, auto-
matic car wash package policy,
condominium directors and offi-
cers liability, clinical laboratory
malpractice, taxi fleets physical
damage.

Managing general agent for:
G.S.W., Ambassador, Guaranty
National Insurance Co.

Arrow Excess & Surplus
Ltd.

11 Sunrise Plaza, Valley Stream,
N.Y. 11581; (516) 825-8188

1977 1976
Grossrev, ...... $ 110,000 $ 986,000
Commercial bus . 100% 100%
E/Slines........ 50% 30%
Employes .... .. 6

Principal officers: Norman R.
Zohen, president.

Subsidiaries: Budget Install-
ment Corp.

3&F Special Risks Inc.

One Shell Square, Suite 4620, New
Orleans, La. 70139; (504) 566-0141

1977 1976
Grossrev, ..,.,.. $ 130.000* N/A
Commercial bus . 100% N/A
E/Slines........ 100% N/A
Employes ...... 7

Principal officers; J. Pat Berry,
president; Wayne G. Forest, execu-
tive vp.

Lines of specialty insurance:
Lmbrellas and primary general lia-
Lility for oil patch companies.

*firm established 5/77

Eila/Rigg Inc.

3233 Weslayan, Suite 132, P.O.Box

and They’re Our Specialty

22956, Houston, Texas 77027; (7113)

626-3220 ® Our Comprehensive Program is Designed for Auto Dealers

1977 1976 ¢ Marketed in 44 States Through Local Agents and Brokers Only
Grossrev. ...... $ 500,000 $ 450,000 i
el s, i e * Over 300 Dealers in Force (Since 1972)—Now Expanding
Employes ...... 9

Principal officers: Charles W,
Bila, president; Marcus D. Jens-

vold, vp. We Are Looking For Professional Agencies To Represent Us. Interested?
Lines of specialty insurance: oil.
Managingpegene);al agent for: Contact: Richard R. Balsiger

Northeastern Fire, National Secu- 21535 Hawthorne Boulevard, Suite 350, Torrance, California 90503 (213) 542-1611

rity, Lloyd’s and companies,
Doran Excess Underwriters.
Continued on following page
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EXCESS LIRBILITY...

the extra layer of protection

That extra layer is éometimes hard to find in today’s market. It takes
experience and market knowledge to put together the proper combination
of excess layers for most accounts.

If you're having trouble finding the right market for buffer layers, primary

or excess umbrella call lllinois R.B. Jones. We’re brokers to the finest
domestic non-admitted markets and correspondents to Lloyd’s since 1905.

the best of both worlds i
Insurances A - :
elfected at bl i) ’ ; i
Lioyd's. , arioh . ;
London A A :
since 1905
il Serving agents
RB.JONES inc. "z

since 1905

175 W. Jackson Blvd., Chicago, lll. 60604 ® Phone (312) 435-8200
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J.H. Blades & Co. Inc.

P.0. Box 22003, 3100 Eastside,
Houston, Texas 77027; (713) 526-
6551

1977 1976
Grossrev. ...... $ 3,000,000 $ 1,700,000
Commercial bus . 100% 100%
E/SEnes.... ... 95% 95%
Employes ...... 120

Principal officers: J.H. Blades,
chairman and chief executive offi-
cer; R.P. Quinn, president; J.W.
Page Jr., senior vp; John N.
Molbeck Jr., vp; David L. Mayer
Jr., vp; John E. Fox, vp; G.F.
Burke, vp; Bill E. Shaw, vp.

Branch offices: San Antonio,
Texas; Tulsa, Okla.; Bermuda.

Parent company: Crum & For-
ster.

Lines of specialty insurance: oil-
related risks.

Managing general agent for:
Continental Insurance Co.; Belle-
fonte Insurance Co.; Eagle Star In-
surance Co.; Albany Insurance
Co.; INA; others.

Blakely General Agency Inc.

4100 West 33rd, P.O. Box 5148, To-
peka, Kan. 66605; (913) 267-1222
(Kansas WATS 1-800-432-2488)

1977 1976
Grossrev. ...... $ 511,000 $ 376,539
Commercial bus . 39% 38%
E/Slines........ 25% 21%
Employes ...... 14

Principal officers: Victor D.
Blakely, president; Paul A. Fla-
herty, executive vp; Romaine
Clark, vp.

Subsidiaries: West General In-
surance Co.

Lines of specialty insurance: lig-
uid propane gas, anhydrous am-
monia, long haul trucking, direc-
tors and officers (banks), SMP,
homeowners.

Managing general agent for: Na-
tional American; National Indem-
nity; Minnehoma Insurance Co.;
MGIC, South Carolina Insurance
Co.; Ranger Insurance.

Brokers’ Marketplace Inc.

68 Broadway, Buffalo, N.Y. 14203;
(716) 842-0502

1977 1976
Grossrev. ...... $ 540,000 $ 425,000
Commercial bus . 40% 42%
E/Slines:. . .. s 51% 52%
Employes ...... 12

Principal officers: Gary L. Hoff-
man, president.

Lines of specialty insurance: mo-
torcycle and non-standard home-
owners.

Managing general agent for: In-
tegrity Insurance Co.

Brokers’ Risk Placement
Service Inc.
875 North Michigan Ave., Suite

3760; Chicago, I11. 60611; (312)
787-1200

1977 1976
Grossrev. ...... $14,000* N/A
Commercial bus . 100% N/A
E/Slines........ 100% N/A
Employes ...... T

Principal officers: James L.
Sandner, president; Howard J.

Lesch, secretary/treasurer;
Douglas B. Rutherford, vp-
marketing.

Parent company: Harold F. Hinz
Company:

Lines of specialty insurance:
specific and aggregate excess in A
& H, workers compensation and
unemployment compensation.

*firm established 5/77

Geo. F. Brown & Sons Inc.

55 E. Monroe St., Chicago, Ill.
60603; (312) 346-6400

1977 1976
Grossrev. ...... $ 5,250,000 $ 4,375,000
Commercial bus . 100% 100%
E/Slines........ 100% 100%
Employes ...... 60

Principal officers: Donald E. Jef-
fers, chairman; Robert W. Bird,
president.

Branch offices: Boston, New
York, St. Petersburg, Houston,
Minneapolis, Kansas City, Los
Angeles, San Francisco, New Or-
leans, Philadelphia.

Parent company: Interstate Na-
tional Corporation.

Managing general agent for:
CNA (Ill. liquor law liability);
Lloyd's; Jefferson Insurance Co,;
plus others.

Carnegie Insurance Service
Corp.

17700 Broadway, Cleveland, Ohio
44146; (216) 439-5555 (Ohio WATS
1-800-362-2411; adjoining states
WATS 1-800-321-9202)

1877 1976
Grossrev. ...... $ 561,797 $ 508,340
Commercial bus , 55% 35%
E/Slines........ 25% 10%
Employes ...... 13

Principal officers: Alan S. Ru-
bin, president; Jeffrey J. Howe, vp.

Subsidiaries: Carnegie Insur-
ance Budget Co.

Lines of specialty insurance:
truck, fire.

Colonial Excess Ltd.

55 Northern Blvd., Greenvale,
N.Y. 11548; (516) 621-6550

1977 1976
Grossrev. ...... $ 72,000 $ 50,000
Commercial bus . 100% 100%%
E/STines . couivis 100% 100%
Employes ...... 6

Principal officers: Charles M.
Tarone, president; Kay Tarone, vp
and secretary.

Managing general agent for:
Lloyd’s of London and other com-
panies.

Connecticut Underwriters
Inc.

329 Main Street, Portland, Conn.
06480; (203) 342-0713

1977 1976
Grossrev. ...... $ 900,000 $ 800,000
Commercial bus . 90% 90%
E/Slines........ 50% 50%
Employes ...... 11

Principal officers: H.J. Stone Jr,,
president and treasurer.

Managing general agent for:
North East Fire, Western World In-
surance Co.

Crump-Babcock
Underwriters Inc.
11128 John Galt Blvd., Omaha,

Neb. 68137; (402) 592-2200 or (800)
228-2603

1977 1976
Grossrev. ...... under $500,000* MN:A
Commercial bus. .. 100% WA
E/Slines ......... 5% M/A
Employes ...... 8

Principal officers: George Bab-
cock, president; Kenneth Coon,
underwriting manager; Susan Ma-
tousek, asst. underwriting man-
ager.

Managing general agent for:
Great Southwest, Western World,
Lloyd’s.

*firm established 177

Frank Crystal & Associates
Inc.

61 Broadway, New York, N.Y.
10006; (212) 344-2444

1977 1976
Grossrev. ...... $ 610,000 $ 28E,000
Commercial bus . 98% 90%
E/Slines........ 98% 90%
Employes ...... 9

Principal officers: I. Frank Crys-
tal, chairman; James W. Crystal,
president and chief executive offi-
cer; Jerome D. Lubin, vp; Steven
L. Grossberg, vp.

Parent company: Frank Crystal

& Co. Ine.
Lines cf specialty insurance: lay-
ered property programs.
Day, Webb & Taylor Inc.
1017 S. Gaylord St., Denver, Colo.

80209; (313) 778-0100

' 1977 1976
Grossrev. ..... $ 1,456,000 $ 1,150,000
Commercigl bus . 0% T0%
BISHres. .. sevee 20% 15%
Employes ..... 37

Principal officers: Robert W.
Webb, rresident; H. Howell Tay-
lor, vp; J. Emmett Taylor, secre-
tary-trezsurer.

Branch cffices: Los Angeles,
Seattle.

Lines of specialty insurance:
auto reatal, mortgage company
forced crder.

Manazing generalagent for: vari-
ous.

Delta Special Risks Agency

4801 Woodway, P.0. Box 2045,
Houston, Tex. 77001; (713) 621-
8650

1977 1976
Grossrev. ...... $ 1,850,000 $ 1,575,000
Commerc.albus. T5% 75%
E/Slnes........ 10% 5%
Employes ...... 7

Principal officers: Avrohm I. Wi-
senberz, president; Donald A.
King, executive vp; Richard C.
Cantella, vp; Irving Pozmantier,
secreta-y-treasurer.

Parent company: Delta General
Agencr Caorp.

Lines of specialty insurance:
jewelers' block, umbrellas.

Managing general agent for:
Delta Lloyds Insurance Co.; Jeffer-
son Irsurance Co. of N.Y.; Na-
tional Union Fire Ins. Co.; Great
Southwest Fire Insurance Co.;
Lineola Insurance Co.

Eastern Excess & Surplus
Ltd.
515 Rockaway Ave., Valley

Stream, N.Y. 11581; (212) 276-3880
or (516) 825-2256

1977 1976
Grossrev. ...... $ 35,000 $ 25,000
Commeccial bus , 100% 100%
E/Slines........ 100% 100%
Employes ...... 3
Principal officers: Seymour

Berk, president.

Eastern Risk Managers Ltd.

127 John St., New York, N.Y.
10038; (212) 425-3100

1977 1976
Grossrev. ...... $ 688,000 $ 260,000
Commercial sus . 100% 100%
E/Slines........ 90% 90%
Erployes ...... (]

Principal officers: Alan R. Ruf,
president; John J. Vogel, vp.

The Sxcess & Special Risk
Market Inc.

3333 California St., San Fran-
cisco, Calif. 94119; (415) 929-2548

1977 1976
Grosspev. ...... NIA® NIA
Commeareialbus . N/A N/A
ESlinzs........ N/A N/A
Employes .....- 11

Pr:ncipal officers: Myron Du
Bain. chairman and chief execu-
tive officer; Robert P.J. Cooney,
senicr vp and secretary; Bartlett T.
Grim.es, senior vp and treasurer.

Branch offices: Los Angeles,
Chicago, San Francisco and North
Jersey.

Parent company: Fireman's
Fund Insurance Co.

Managing general agent for:
Hannovar Reinsurance and A.G.
Belge.

*fire1 established 11/77

Excess and Surplus Lines
Insurance Brokers Inc.
3440 Wilshire Blvd., Suite 615, Los

Angeles, Calif. 90010; (213)
487-4545

1977 1976
Grossrev. ...... $ 190,000 $ 100,000
Commercial bus . 22% 25%
E/Slines........ 8% 5%
Employes ...... 6

Principal officers: Douglas E.
DeLano, chairman, vp and secre-
tary; Jerry C. Boyer, president and
treasurer.

Lines of specialty insurance:
umbrellas.

EXSURE Inc.
100 Constitution Plaza, Suite 364;

Hartford, Conn. 06103; (203)
525-6636

1977 1976
Grossrev. ...... N/A* N/A
Commercial bus . N/A N/A
E/Slines........ N/A N/A
Employes ...... 6

Principal officers: M. Norman
Kemp, president; David Huit, sec-
retary.

Parent company: The Plaza Cor-
poration.

Managing general agent for:
Bellefonte Insurance Co.

*firm established after 1/78

Fenchurch. Risk Managers
Ltd.

Wall Street Plaza, New York,N.Y.
10005; (212) 425-7788

1977 1976
Grossrev. ...... N/A* N/A
Commercial bus . NIA N/A
E/Slines........ N/A N/A
Employes ...... 9

Principal officers: Joseph M.
Steinberg, president; Robert J.
Wasserman, vp.

Branch offices: Rahway, N.J.
*firm established after 1/78

Arnold J. Flegenheimer Inc.

275 Warner Ave., Box 1367, Roslyn
Heights, N.Y. 11577; (212) 762-5580
or (516) 621-4115

1977 1976

Grossrev. ...... $ 250,000 $ 220,000
Commercial bus . 90% 90%
E/Slines........ 10% 10%
Employes ...... [}

Principal officers: Arnold J. Fle-
genheimer, president; Amalie M.
Flegenheimer, secretary-treasurer.

Lines of specialty insurance: er-
rors and omissions, product liabil-
ity.

Forest Products Agency Co.
Inc. (For Pac)

88 Palmer St., Norwich, Conn.
06360; (203) 889-2686

1977 1976
Grossrev. ...... $ 58,000 $ 48,000
Commercial bus . 100% 100%
E/Slines. ....... 80% 25%
Employes ...... 8

Principal officers: Ernest E.
Poore, president; Leslie H. Young,
vp; R. Gary Young, secretary-
treasurer.

Lines of specialty insurance: for-
est products.

Gross Excess Lines Lid.

580 Fifth Avenue, New York, N.Y.
10036; (212) 757-7040

1976

1977
Grossrev. ...... $ 50,000* N/A
Commercial bus . 100% N/A
EISLIngS. coomvins 100% N/A
Employes ...... 1

Principal officers: Jack M.
Gross, chief operating officer.

Lines of specialty insurance: fi-
nancial, including bonds, and full
services to lenders.

*firm established 4/76
H&W Insurance Services

16255 Ventura Blvd., Encino,
Calif. 91436; (213) 990-3040

1977 1976
Grossrev. ...... $ 2,400,000 $ 960,000
Commercial bus . 99% 99%
E/Slines........ 100% 100%
Employes ...... 59

Principal officers: Joseph F.
Weckerle, president; David R.
Hoskins, executive vp.

Our sources
of information

The information con-
tained in this excess/
surplus lines brokers di-
rectory was supplied by
the excess/surplus lines
brokers themselves. Al-
though the information is
accurate toour knowledge,
Business Insurance cannot
guarantee the accuracy of
the information.

Special care has been
taken with the figures and
names contained in the
listings, but errors can hap-
pen. If there's an inaccu-
racy in your firm’s listing,
don’t hesitate to call Bar-
bara Jean Gray at 312-649-
5274 or write her at 740 N.
Rush, Chicago, I11. 60611 so
we can publish a correc-
tion.

Branch offices: Atlanta, Chi-
cago, Los Angeles, Philadelphia,
Miami, Pittsburgh, San Francisco.

Parent company: Hoskins &
Weckerle.

L.E. Harris Agency Inc.

1511 K Street, N.W., Washington,
D.C. 20005; (202) 393-4200

1977 1976
Grossrev. ...... $§ 1,574,493 $ 486,488
Commercial bus . 100% 100%
E/Slines........ 95% 90%
Employes ...... 17

Principal officers: David A. Rif-
fert, executive vp; J.J. Harris,
secretary-treasurer; Nicholas
Taube, vp.

Branch offices: Baltimore.

Lines of specialty insurance:
product liability, professional, di-
rectors and officers liability, um-
brella.

Managing general agent for: Jef-
ferson of New York; National In-
demnity; North East; U.S. Liabil-
ity; Lloyd’s correspondent.

High Risk Excess Corp.

Empire State Building, Suite
1302, New York, N.Y. 10001; (212)
736-3638

1877 1976
Grossrev. ...... $ 430,000 $ 345,000
Commercial bus-. 98% 98%
E/Slines........ 50% 60%
Employes ...... 8
Principal officers: LiE,

Gershuny, president; L. McGetti-
gan, secretary and treasurer.

Branch offices: Valley Stream,
N.Y.

Subsidiaries: Maguire Agency
Inc.

Lines of specialty insurance:
leased and rented fleets.

Horan, Goldman Companies
Inc.

Two Bryn Mawr Ave., Bryn
Mawr, Pa. 19010; (215) 527-4400

1977 1976
Grossrev. ...... $ 1,240,000 $ 950,000
Commerecial bus . 97% 95%
E/Slines........ 100% 100%
Employes ...... 42

Principal officers: William Gold-
man, president; Victor D. Gior-
dano, executive vp; Stanley Pus-
tilnick, vp and treasurer; Mary Ma-
rines, vp and secretary; John W.
McCabe, vp; Sally McCosker, vp;
Thurston (Joe) Millett, vp.

Branch offices: Cherry Hill, N.J.;
Baltimore, Md.; Concord, N.H.;
New York City.

Subsidiaries:
Inc.

Managing general agent for: Jef-
ferson Insurance Co.; U.S. Liabil-
ity Insurance Co.; Cal-Union In-
surance Co.; Excess Insurance Co.
Ltd.; National Indemnity Co.

H.G. Managers




IWest Insurance Managers
Inc.

P.0. Box 1651, Stockton, Calif.
95201; (209) 948-0555

1977 1976
Grossrev: ...... § 2,250,000 $ 1,500,000
Commercial bus . 90% 90%
E/Slines. ... ... 1009 100%
Employes ...... 60

Principal officers: Bob Stahl,
president; Jim Bradley, executive
vp; Warren Stanley, vp; Howard
Brown, chief financial officer; M.
Horrigan, secretary.

Branch offices: Portland, Ore.;
San Francisco, Encino, Fresnoand
San Diego, Calif.; Denver and Seat-
tle.

Lines of specialty insurance:
product liability, aviation,

Managing general agent for:
Covenant Mutual Insurance Co.;
Western World Insurance Co.;
Lloyd’s Binding Contract: Illinois
Employers of Wausau; Lincoln;
Chicago; Great American Surplus
Lines; St. Paul Surplus Lines and
others.

Jaquin Excess Inc.

614 South Salina St., Syracuse,
N.Y. 13202; (315) 471-8329

1977 1976
Grossrev. .,..., $ 114,295 $ 102,459
Commercial bus . 99% 99%
 E/Slines........ 10% 10%
Employes ...... 3

Principal officers: Robert F. Ja-
quin Jr., president and treasurer;
Robert F. Jaquin, vp; Louisa
Morgan, secretary.

Lines of specialty insurance:
.commercial physical damage, ar-
‘chitects professional liability.

Walter Kaye Associates Inc.

122 East 42nd Street, New York,
N.Y. 10017; (212) 867-0012 :

1977 1976
Grossrev. ...... $ 5,600,000 § 4,600,000
Commercial bus . 95% 95%
E/Slines........ 229% 18%
Employes ...... 138

Principal officers: Walter Kaye,
president; Lawrence Greenfield,
executive vp; Howard Kaye, senior
vp; Marc Silverman, senior vp.

Branch offices: Beverly Hills,
Calif,, Chicago.

Subsidiaries: Walter Kaye Cor-
poration of California; American
Administrators Corp.

Parent company: The Kaye
Group Inc.

Lines of specialty insurance:
medical malpractice, product lia-
bility and aggregate deductible
programs.

Managing general agent for: U.S.
Life Insurance Co., Kemper Insur-
ance Cos.

Landmark Management
Corp.
1515 Classen Blvd., Box 676, Okla-

homa City, Okla. 73101; (405) 521-
9911

1977 1976
Grossrev. ...... $ 1,400,000 $ 1,100,000
Commercial bus . 80% 80%
E/Slines........ 100% 100%
Employes ...... 45

Principal officers: William E.
Thompson, president; Charles C.
Caldwell, executive vp; Marilyn M.
Thompson, secretary.

Branch offices: Wichita, Kan.;
Scottsdale, Ariz.; Helena, Ark.;
Dallas, Tex.

Subsidiaries: Joe B. Fears Gen-
eral Agency Inc.; Landmark Man-
agement Corp. of Arizona.

Parent company: Landmark In-
surance Group Inc.

Lines . of* specialty insurance:
long haul truck and non-standard
property and casualty.

Managing general agent for: Na-

tional American Insurance Co.; |

Southeastern Fire Insurance G
Landmark American.

Lawrence Excess Ltd.

8 Freer St., Lynbrook, N.Y. 11563;
(212) 961-8600 or (516) 887-7600
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1977 1976
Grossrev, ...... § 1,350,000 $ 850,000
Commercial bus . 65% 35%
E/Slines........ 55% 40%

Employes ...... 55 . : o
Principal officers: Richard L.
Wolf, president; Walter S. Groden, sy
executive vp; Helen S. Wolf, - IS
secretary-treasurer. ey
Subsidiaries: David C. White L
Agency Inc.; BVI Insurance Ltd. s
Parent company: Wolf, Wolf, £
Groden Ltd. -
Lines of specialty insurance: -
auto, garage, buffers. i i

Gusranty Natanai Insuranee Co; | [l MGC * OLGT * FIRE COVER + SMP”S §

Northeastern Fire Insurance Co. .
he ' The SAEX Group - Underwriting Office

Bernard W. Levmore Co.

: - 474 Appleton Street, Holyoke, Mass. 01040,
ne " ' SAEX ricohone. (413) 538-826),
2 W 46th St., New York, N.Y. LUl Outside the 413 area, 1-800-332-3847,
10036; (212) 840-2280 | Out of state, 1-800-628-8906.
Grossrev. ...... $ 1000000+ § 1,000,005 Telex, 95-5494. Cable, saex ins-hike.
Commercial bus . 95% 95%

Continued on following page
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E/Slines........ 0% 65%
Employes ...... 7

Principal officers: Bernard W.
Levmore, president.

Lines of specialty insurance:
jewelers’ and furriers’ block; an-
tique dealers; shipments of high
value; cargo.

‘McAlear Associates Inc.

2610 Buchanan S.W., Wyoming,
Mich. 49509; (616) 247-0561

1977 1976
Grossrev. ...... $ 1,809,000 $ 1,055,000
Commercial bus . 100% 100%
E/Slines........ 100% 100%
Employes ...... 19

Principal officers: Charles A.
McAlear, president; James F.
Langan, vp; Thomas Bloom, vp;
Ralph Leistner, vp; Peter S. Da-
mon, Vp.

Robert Mack United Inc.

124 East 39 St., New York, N.Y.
10016; (212) 725-0505

1977 1976
Grossrev. ........ $550,000* N/A
Commercial bus. .. 100% N/A
E/Slines........ 10% N/A
Employes ...... 10

Principal officers: Philip M.
Schlussel, chairman and presi-
dent; Alan M. Mack, executive vp.

Parent company: United Cover-
age Consultants Inc.

Lines of specialty insurance:
long haul truck.

*firm established after 12/76

Michelotti Facilities Inc.

277 Broadway, New York, N.Y.
10007; (212) 233-2667

1977 1976
Grossrev. ...... $ 100,000+ $ 100,000+
Commercial bus . 100% 100%
E/Slines........ 30% 30%
Employes ...... 3

Principal officers: Thomas Mi-
chelotti, president.

Lines of specialty insurance: pri-
mary demo cont. ins., workers
compensation, buffer layers.

Managing general agent for: Na-
tional Union Insurance Co.; Colo-
nial Assurance Co.

Mid-Continent Underwriters

700 Whitney Building, New Or-
leans, La. 70130; (504) 581-5597

1977 1976
Grossrev. .,.... $ 3,049,643 §$ 1,828,207
Commercial bus . 100% 100%
E/Slines........ 50% 50%
Employes ...... 36

Principal officers: Dorothy S.
Hirsch, chairman; Donald V. Or-
gan, president; Robert J. Ewart,
vp; James C. Farrell, vp.

Lines of specialty insurance:
package programs, marine.

Managing general agent for:
North-West Insurance Co.

Midtown Risk Specialists

1230 Avenue of the Americas, New
York, N.Y. 10020; (212) 975-0975

1977 1976
Grossrev. ...... $ 1,450,000 § 1,000,000
Commercial bus . 100% 100%
E/Slines........ 100% 1009%
Employes ...... 20

Principal officers: Warren C.
Benn, president; Patrick Whalen,
vp; Ed Ilic, asst. vp; Stanley Ku-
lesa, asst. vp.

Branch offices: Rochester, N.Y.

Parent company: National
Union Insurance Co.

Montgomery & Montgomery

111 Fulton St., New York, N.Y.
10038; (212) 285-0600

1977 1976
Grossrev. ...... $ 1,207,744 § 1,179,599
Commercial bus . 80% 80%
E/Slines........ 5% 5%
Employes ...... 30
Principal officers: David B.

Montgomery, president; Lawrence
E. Brown, Robert A. Nolan, How-
ard E. Smith, vps; Ruthwin Sam-
uels Jr. and Luis Valves, asst. vps.

Branch offices: Los Angeles.

Lines of specialty insurance:
product liability, bankers’ blanket
bond.

North Island Excess &
Surplus Corp.

1295 Northern Blvd., Manhasset,
N.Y. 11030; (516) 365-7440

1977 1976

Grossrev. ...... § 323,000* N/A
Commercial bus . 95% N/A
EISlines........ 100% N/A
Employes ...... 8

Principal officers: Michael A. Or-
lando, president; John M. Pidoto,
vp; Shirly Chadwick, asst. secre-
tary.

*firm established 12/76

Frank Perfetti Inc.

1544 Union St., Schenectady, N.Y.
12309; (518) 393-2124

1977 1976
Grossrev. ...... $ 1,260,000 $ 375,000
Commercial bus . 98% 95%
E/Slines........ 40% 10%
Employes ...... 4

Principal officers: Frank Per-
fetti, president.

Branch offices: Troy and Syra-
cuse, N.Y.

Lines of specialty insurance: res-
taurants and taverns.

Managing general agent for:
Great Atlantic.

Pike Incorporated

7011 Harwin, Suite 190, Houston,
Texas 77036; (713) 781-90%0

1977 1976
Grossrev, ...... $ 345,000 $ 307,000
Commercial bus . 100% 100%
ESlines .. 100% 100%
Employes ...... 8

Principal officers: John Van Os-
dall, president; Anthony Koppel,
senior vp; Ron Price, vp.

Parent company: ANCO Corp.

Managing general agent for:
Sphere Insurance Co.

R R S Associates Inc.

18 John St., New York, N.Y. 10038;
(212) 233-4243

1977 1976
Grossrev. ...... $ 85,000 $ 65,000
Commercial bus . 100% 100%
E/Slines. ... -- 100% 100%
Employes ...... 4

Principal officers: Robert R.
Spering, president.

Branch offices: Middletown,

Lines of specialty insurance:
buffers.

Rhulen Special Risks Inc.
217 Broadway, Monticello, N.Y.

12701; (914) 794-8000 or WATS 800-
431-1270

1977 1976
Grossrev. ...... N/A® N/A
Commercial bus . NIA N/A
E/Slines........ N/A N/A
Employes ...... 5

Principal officers: Jesse M. Far-
row, president; Edmund L.
Bartholomew, executive vp; Peter
L. Rhulen, secretary-treasurer.

Parent company: Rhulen
Agency Inc.

Lines of specialty insurance: un-
protected fire.

*firm established 1/78

Mark Robis Surplus Line
Broker

220 Bush St. #552, San Francisco,
Calif. 94104; (415) 434-3937

1977 1976
Grossrev. ...... $ 90,000 $ 120,000
Commercial bus . 100% 100%
E/Slines........ 100% 100%
Employes ...... 2

Principal officers: Mark Robis,
president.

Lines of specialty insurance:
workers compensation, medical.

Scarborough and Company

222 N. Dearborn St., Chicago, Ill.
60601; (312) 855-3110

1977 1976
Grossrev. .. ... §$ 4,300,000 $ 3,300,000
Commercial kus , 100% 100%
E/Slines.... ... 10% 10%
Employes .. ... T0

Principal officers: Edward N.
Murray, president; Warren Geary,
vp special  risks; Robert
Marshman, vp marketing; Robert
Stearns, vp claims.

Parent company: Ryan lnsur-
ance Group Inc.

Lines of speacialty insurance: fi-
nancial institution insurance.

Managiag general agent for: Em-
ployers Mutual Liability Insurance
Co. of Wausau.

Ralph Schram Inc.

P.0. Box 5228, 4435 “Q” Street,
Lincoln, Neb. 68505; (402) 483-2991
Telex 48-1363

1977 1976
Grossrev. . ... $ 510,000 $ 300,000
Commercial ous . 95% 95%
E/Slines... .. .. 85% 85%
Employes . .... 12
Principal officers: Ralph
Schram, president; Gloria J.

Nelson, »p; Fred L. Bovee, trea-
surer; Kenneth R. Baker, asst. vp;
Karen J. Metzger, asst. vp.

Subsidiaries: Lincoln Insurance -

Center Ir.c.

Lines of specialty insurance:
malpract.ce, professional liability,
product Hability.

Managing general agent for:
Guaranty National, Union Insur-
ance Co; Casualty Indemnity Ex-
change; Noriheastern Fire Ins.

Seaboard Underwriters Inc.

262 E. Morehead St., Burlington,
N.C. 27215; (919) 226-4422

1977 1976
Grossrev. ..... $ 2,230,000 $ 1,763,000
Commerciel bus . 100% 100%
E/Slines.. ..... 27% 20%
Employes ..... 48

Principal officers: Donald R.
Sandgren, president; J. Phillip Ho-
gan, executive vp and treasurer;
Joe Simnor, vp underwriting;
Robert Henson, vp e/s (Chgo);
Bernard Brooks, e/s (Burlington).

Branch offices: Chicago, Hous-
ton.

Subsidiaries: Seaboard Under-
writers Agency Inc.

Parent company: Penn General
Agencies Inc.

Lines of specialty insurance:
long haul truck.

Managing general agent for:
Bankers & Shippers Insurance
Co.; Fi-st State Insurance Co.;
Firemen’s Fund Insurance Co.;
Lloyd’s contract holder.

Thomes F. Sheehan Inc.

460 South Northwest Highway,
:;.rk Ridge, I11. 60068; (312) 696-
66

1977 1976
Grossrev. ...... N/A* N/A
Commerc albus. N/A N/A
E/Slines........ N/A
Employes ...... 16

Principal officers: Thomas F.
Sheehzn, president; R.H. Chan-
darana executive vp; J.F. Whit-
aker, vp and treasurer.

Lines of specialty insurance: er-
rors ani omissions.

Manzging general agent for: Im-
perial Casualty & Indemnity; Pine
Top Insurance.

*firm established 2/78

Skanco International Ltd.

8100 East Indian School Road,
Scottsdale, Ariz. 85251; (602) 994-
0440

1977 1976
Grossret. ...... N/A* N/A
Commer izl bus . N/A N/A
E/Slines ....... N/A NIA
Employes ...... 6

Principal officers: T.C. Ander-
son, president; Andrew M. Berry,
vp; T. Curzis Anderson III, vp.

Lines of specialty insurance:
commzrcial auto and professional
liability.

Maraging general agent for:
Paxton National; Commercial
Standard; Bankers Standard; Jef-

ferson.
*firm established 9/77

South Continental Insurance

P.0. Box 2992, Old San Juan,
Puerto Rico 00903; (809) 723-1279

1977 1976
Grossrev. ...... $ 1,500,000 $ 1,250,000
Commercial bus . 85% 85%
E/Slines........ 23% 20%
Employes ...... 63

Principal officers: Walter Four-
nier, chairman; Frank W. Fournier,

" president; Charles C. Carr, vp.

Lines of specialty insurance: er-
rors and omissions, directors and
officers liability, events and
amusements.

Southwest Surplus Agency

6044 Gateway East, P.0.Box 9187,
El Pase, Tex. 79983; (915) 779-3651

1977 1976
Grossrev. ...... $ 650,000 $ 505,000
Commercial bus . 100% 100%
E/Slines........ 1% 69%
Employes ...... 10

Principal officers: Don Litch-
field and Jim Driscoll, partners.

Lines of specialty insurance: rec-
reational vehicles, Texas substan-
dard private passenger auto, long
haul truck.
" Managing general agent for:
Great Southwestern Fire; Guar-
anty National Insurance Co.; Fore-
most Insurance Co.; Northeastern
Fire Insurance Co.; Lloyd’s corre-
spondent.

Specialty Underwriters

122 Main Building, Milford, Ohio
45150; (513) 831-7475

1977 1976

Grossrev. «..... $ 452,000 $ 399,000
Commercial bus . 99% 68%
E/Shnes. . .. .. 65% 40%
Employes ...... 9

Principal officers: James D. Wil-
liams, chairman; George L.
Garlesky, president; John C.

Daugherty, vp.

Subsidiaries: Specialty Under-
writers Agency, Inc. (of Kentucky).

Lines of specialty insurance:
trucks and miscellaneous profes-
sional liability.

Managing general agent for: Jef-
ferson of N.Y.; Western World In-
surance Co.; Great American Sur-
plus Lines; London companies.

Swett & Crawford

4201 Wilshire Blvd., Los Angeles,
Calif. 90010; (213) 937-5411

1977 1976
Gressrev. ...... $ 5,000,000+ $ 5,000,000+
Commercial bus . 100% 100%
E/Slines........ 98% 90%
Employes ...... 850+

Principal officers: W.F.W. Fel-
lows, president; T. Carey, LA; Roy
Oddy, Dallas; Don Munson, LA;
R.P. Keul, SF; Lita Cromer, Chi-
cago; R.B. Angle, Greenwich; all
senior vps.

Branch offices: Atlanta, Chi-
cago, Columbus, Dallas, Greens-
boro, Greenwich, Honolulu, Hous-
ton, Los Angeles, New Orleans,
Portland, San Diego, San Fran-
cisco, Seattle, Toronto, London.

Subsidiaries: Leslie H. Cook,
Inc.; Harbor Insurance Co.; Buf-
falo Reinsurance Company; RFC
Intermediaries Inc.; Surplus Line
Adjusting Co.

Parent company: The Continen-
tal Corporation.

Lines of specialty insurance: di-
rectors and officers liability.

Managing general agent for: in-
house company only, Harbor Ins.
Co.

Tolley of America Inc.

3901 North Meridian St., Suite
200, Indianapolis, Ind. 46208; (317)
923-2356

1977 1976
Grossrev. ...... $1,800,000 $1,300,000
Commercial bus . 60% 40%
E/Slines........ 40% 20%
Employes ...... 40

Principal officers: Russell M.
Tolley, chairman and president;
Jay C. Cart, vp-marketing; Ronald
L. Taylor, vp-administration,
Blanche A. Suiter; secretary/
treasurer; Myron L. Klapper, asst.
vp.

Lines of specialty insurance:
stop loss, malpractice, fiduciary li-
ability.

United Excess & Surplus

220 Westchester Avenue, White
Plains, N.Y. 10604; (914) 946-5775

1877 1976
Grossrev. ... .. $ 25,000* N/A
Commercial bus . 85% N/A
E/Slines..:..... 100% N/A
Employes ...... 4

Principal officers: Joseph M.
Munoz, vp.

Lines of specialty insurance: air
supported structures and apart-
ment buildings.

*firm established 6/77

Walterry Insurance Brokers

4273 Branch Avenue, Suite 214,
Marlow Heights, Md. 20031; (301)
423-4370

1977 1976
Grossrev. ...... $ 874,000 $ 411,218
Commercial bus . 80% 79%
E/Slines........ 32% 27%
Employes ...... 4
Principal officers: Walter J.

Coady Jr., president.

Parent company: Walterry In-
corporated.

Lines of specialty insurance:
bowling centers.

Weghorn International Inc.

156 William St., New York, N.Y.
10038; (212) 227-4600

1977 1976

Grossrev. ...... $ 346,000 $ 133,000
Commercial bus . 100% 100%
E/Slines........ 60% 80
Employes ...... 6

Principal officers: Richard J.
Weghorn, president; Michael L.
Himowitz, vp; Joseph W. Pettit, vp.

Branch offices: Morristown, N.J.

Parent company: John C.
Weghorn Agency Inc.

The Wetzel Company Inc.

2000 South Post Oak, Suite 2400;
Houston, Texas 77056; P.0. Box
66452, Houston, Texas 77006; (713)
626-3240

1977 1976
Grossrev. ...... $2,775,314  $2,034,188
Commercial bus . 100% 100%
E/Slines. ....... 100% 100%
Employes ...... 22

Principal officers: F.J. Wetzel,
president; B.D. Wilcox, vp-oil; R.
Lannin, vp-oil; R.E. Hess, vp-
casualty; J.C. Jones, asst. vp-
property.

Lines of specialty insurance: oil/
gas energy.

Managing general agent for:
Commodore Insurance Co.

Wohlreich & Anderson

6 Commerce Drive, Cranford, N.J.
07016; (201) 272-2500

1977 1976

Grossrev. ...... $ 10,400,000 $ 9,000,000
Commercial bus . 98% 98%
E/Slines........ 100% 100%
Employes ...... 130

Principal officers: Bernard J.
Daenzer, president; Bob Clay, se-
nior vp; Peter Wilkens, vp market-
ing.
Branch offices: Los Angeles;
San Francisco; West Hartford,
Conn.; Chicago; Indianapolis; Co-
lumbia, Md.; Boston; Southfield,
Mich; Livingston, N.J.; New York;
Garden City, N.Y.; Cleveland;
Portland, Ore.; King of Prussia, Pa;
Seattle.

Parent
Swann Ltd.

Managing general agent for: Var-
ious.

Company: Howden




New arrangements . . .
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model agency program. Reliance
Insurance Co. conducted a seven-
month program for three Denver
agents this year.

The specific arrangements vary
from company to company and
agent to agent. Underwriting au-
thority, for example, may be in-
cluded with the agents’ duties for
Industrial Indemnity and St. Paul
but not with Reliance and Atlantic.

Similarly, reimbursement, if
any, also varies.

5t. Paul for example is tacking
onalittle additional expense factor
which is a percentage of commis-
sion, according to senior market-
ing vp Harlan Martin. “It depends
on what they (the agents) like todo
and what they are capable of doing
in terms of underwriting and pol-
icy issuance. It may be across the
board or limited. In some places it
may be limited to some clagses.”

Atlantic and Maxson-Mahoney,
onthe other hand, are presently ne-
gotiating a service fee to cover the
incurrred expenses.

The Reliance pilot, which in-
volved the agenis’ suggesting
modifications to manually com-
puted rates in exchange for quick
underwriting decisions by the
company, had no financial inter-
change.

“It seems to us from talking to
agents that they don't think (in-
creased commissions are) neces-
sary,” said Reliance vp Russell
Tibbetts. “If they can get a quick
answer, that, for them, is a good
trade-off.” '

Reliance is very bullish on the
concept, although the Denver
experiment was notatotal success,
the executive said. It was stopped
in July when “we felt we had
learned enough from the pilotto go
back to the drawing board, It was
not developing the way we hoped
it would.

“In some cases, we were dealing
with agents new to us, We think it
works better with agents who you
have worked with before. There
were also misunderstandings as to
what our underwriting standards
were,”

Although the Denver pilot was
launched after discussions with
InsGroup, an agenis association
headquartered there, future pro-
grams wouldn’t be limited to Ins-
Group members, Mr. Tibbetts said.

While Mr. Wheeler and many
other agents like him are eager to
serve as guinea pigs for programs
like these, insurers note that they
aren't every agent’s cup of tea.

5t. Paul’s Mr. Martin admitted
the insurer had been turned down
by some agents. Nor does Atlantic
necessarily expect agents to beata
path to its door.

“There's not too much agree-
ment among agents about the
idea,” observed Mr. Thompson. “It
creates a new kind of staff obliga-
tion, something they must do ev-
ery day.”

And INA, which has offered spe-
cial arrangements to agents as far
back as 1807, is even less enthusi-
astic.

“We have repeatedly authorized
our field people to allow agents au-
thority,” reported senior vp Nord
Bjorke. “Frankly, nothing much
happens. There are legal reguire-
ments and processing require-
ments agents are not prepared to
carry on. We're not against it, but
we don't think there are a great
deal of benefits.

“We're not encouraging it nor do
I expect we will pay additional for
those functions,” he continued. “If
the agent wants to take them on
because he thinks it improves his
bottom line, then he ecan take them
On,”

Other insurers beside INA have
also taken on such programs in the

past and participation is a small
portion of the total agency force
even after several years.

The Home Insurance Co.'s
Mark II program, now six years
old, hasonly 12 agentsin it, accord-
ing to one source, A spokesman for
The Home declined to elaborate on
the program because of its limited
hature, saying only that “it would
be ideal if we had all agents in it.”

The Mark II program transfers
several responsibilities, including
underwriting authority on com-
mercial lines, to agents where
Home is the leading or second
company in the agency. Responsi-
bility for the direction of the pro-
gram was recently shifted to
Home's four regional U.S. offices
from its New York headquarters.
Agent reimbursement is on a fee
schedule.

The U.S. group of Crum & For-

o

'Pnesto,

ster also declined to give details on
its Producers’ Issued Compac
(PIC) a special multi-peril package
program which now applies to 15%
of its producers.

The problem with these types of
programs is that so few agents
gualify, an executive of the com-
pany said.

Though the implementation of
these programs is done by the in-
surance company initiative, at
least two agent groups have been
active in negotiating such pro-
grams for its members.

The Denver-based InsGroup has
been “heavily involved” in such dis-
cussions, president Bob Howey
said, although he declined to iden-
tify the companies approached.

InsGroup has been in dialogue
with Atlantic Co., Reliance and In-
dustrial Indemnity, the insurers
said.

A second agent group, Insurors-
group of Santa Monica, Calif, is
also playing intermediary for its
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members in such arrangements
and plans to have final details on a
plan with Reliance Co. soon. Two
other pilot programs are also in the
works, president George Nord-
haus said.

The concept of proven, profit-
able agents making individual ar-
rangements with insurance com-
panies has always been around in
isolated cases, agents claim. That
approach too is still alive.

Atlantic Co.’s other agency pilot
program was begun on the initia-
tive of Houston-based James J.
Braniff & Co., where the agency
assumes some of the policy duties.

“We're trying to do this with a
number of companies,” said prin-
cipal Tom Braniff. The goals are to
increase speed and accuracy of
some operations.

Mr. Braniff said his goals in such
proposals extends beyond policy
issuance. “I would also like :o
work to get underwriting author-
ity—not on oil rigs or chemical
companies or enormous perfor-

from your files.

iy

£

\

Let us show you. Commercial Union. We're
looking for agents who sell property and casualty
insurance but want to go further. . . in Life. With
the increasing competition from Life companies
for your property and casualty business, isn’t it a
good idea to fill all your client’s insurance needs
- . « especially his Life needs? We think we can
help. . . with your relationship with your clients
and our Life expertise, we can help develop
instant success in Life production.

And here's how we'l doiit. First, by a careful
evaluation of your files, we'll determine which of
your property and casualty clients are good Life

mance bonds—but to get tompa-
nies to recognize our professional
ability in underwriting in an effort
to get broader underwriting guide-
lines.”

One faeter that may throw a
monkey wrench into the plans is
the computerization of such opera-
tions at the company level,

Simultaneous to its pilot pro-
grams with agents, Atlantic is run-
ning a test project in its Roanoke
office aiming to prepare 75%to 80%
of all its commercial auto binders,
policies and renewals by com-
puter,

“If they accomplish that,” notes
Mr. Thompson, underscoring the
‘if,’ “then the agents’ doing those
functions becomes last year's
news.”

In the same vein, INA’s Mr.

Bjorke explained, “We're rapidly
putting the majority of our busi-

ness on computer-rated and
policy-issued systems. How can
the agent interface with
that?” (]

like magic...
mstant life prosp

prospects. We'll teach your staff prospecting and

sales techniques that work to get those clients and
close the sale. We'll be happy to accompany you on
sales calls, if you like. In essence, our Life man will
become your Life Department and devote his time

to developing your Life business.

With CU, you can become an instant Life
producer and a more valuable agent for your
clients. And you'll be able to keep all of the busi-
ness. . . auto, home, business and Life.

One Beacon Street

Boston, Massachusetts 02108

A business philosophy that

U I
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Reader survey . . .

Continued on page 38A
in that category placing 6% or more
of their business with the excess/
surplus markets. Using the five
range groupings, combination
agencies/brokerages place 54.5% of
their business in the excess/
surplus markets, followed up by
agencies which put 39% of their
business with those markets.

However, by going back through
all of the responses, a more de-
tailed tally was made, revealing
that agency/brokerages place an
average of 14.2% of their premium
dollars in the excess/surplus mar-
kets, followed closely by brokers
placing an average of 12.2% of their
premiums there. These groups
were followed at a distance by
agents placing an average of only
7.5% of premiums in the excess/
surplus markets.

Brokers consistently offer cli-

ents more services than firms in
the other two categories for all
seven of the services listed in the
survey questionnaire. Appraisals
and inspections were the most fre-
quently provided services for all
three kinds of firms. For appraisals
and inspections the brokers’ edge
was relatively small at 54.2% ver-
sus 48.2% for agencies and 47.9%
for combination agency/bro-
kerages.

Pension consulting

But the number of brokerages
offering safety/security surveys
and engineering services to clients
(52.7%) is much higher than the
number of agencies (27.5%) or com-
bination agency/brokerage firms
(33.8%).

Pension consulting, the third
most commonly provided service,

is offered by 32.8% ofall firms, with
brokerages again the leaders, offer-
ing the service 44.3% of the time
compared to 36.6% for agency/
orokerages and 28.5% foragencies.

Nearly one-third of all firms
polled provide benefit planning
and administration services,
though brokers provide theservice
most frequently (48.3%), compared
to 32.4% for combination agency/
brokerages and sliding down to
only 22.1% for agencies.

Record-keeping, claims control
and administration services are
provided by 25.4% of all firms, al-
though 42.3% of brokerage firms
provide the service compared to
35.2% of agency/brokerages and
18% of all agencies.

Actuarial services were provided
to clients or obtained for them by
11.1% of all firms surveyed. Bro-
kers were most active in this area,
providing these services 26.4% of
the time. Agency/brokerages sup-
plied actuarial services only 9.9%
of the time and agencies got into

this area only 4.9% of the time.
Fee-based compensation
amounts to more than 5% of total
revenues for 17.8% of the entire
group. Agencies are still over-
whelmingly generating revenues
through commissions, as was evi-
dent in the finding that 63.6% of all
-agencies responding don’t have
any fee income at all. In the case of
brokerages and combination
agency/brokerages, a large major-
ity said they have some revenues
attributable to fees.

Fee income

A significant 34.4% of the bro-
kers revealed that more than 5% of
their annual revenue income is fee-
based, compared to 23.9% of
agency/brokerages that have over
5% of revenues in fees. Only 10.5%
of all agencies have over 5% of rev-
enues generated by fees.

Only 6.1% of all respondents said
more than 10% of their revenues
are generated by fees.

The most up-to-date “how to do it” working tool for financial officers,
risk and insurance managers of corporations and others involved in
the field of risk and insurance management.

risk mana

Risk Management Reports are
brought to you by experts in the field.

The editor of Risk Management Reports
is H. Felix Kloman, president of his own |
consulting firm, Risk Planning Group. He l
is assisted by Myrna S. Briskin, assist-
ant editor and an editorial advisory
board including Jean-Paul Decottig- |
nies, Risk Factoring, S.a.r.L.; Peter |
Downes, American Trading & Produc-

tion .Corporation; Paul B.
dential

Law, U.S. Industries; Stanley R. Tarr,
Rutgers University; Stefan J. Valovic,
Stone & Webster Engineering Corpora-
tion. Other experts from insurance com-
panies, brokers and safety consultants
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e Exposure Identification/Risk Analysis
e Risk Management Administration

Here is the information service that answers the reference
needs of everyone in the risk management field.

Risk Management Reports—six times a year—hones in on
topics of current, critical concern in four major risk manage-
ment categories:

e Risk Control
¢ Risk Finance

Each topical issue is thoroughly researched with information
drawn from the writers and their staff’'s close contact with a

broad spectrum of companies and institutions in the U.S. and
abroad.

Within these comprehensive one-subject reviews, practical
suggestions and techniques put solid theory into workable
practice.

You'll find this practicality evident in new subjects and in up-
dates on topics of long term interest which require reapprais-
als, rethinking. You'll find it, too, in the Current Comment sec-
tion with its wide-ranging reports on all facets of risk man-
agement. Here in many cases, you'll be alerted to developing
exposures . .. before financial loss.

Risk Management Reports comprise an invaluable library of in-
formation you need and you'll use. For this reason, a sturdy
vinyl binder accompanies your first report and a cumulative in-
dex is part of the service.
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[0 YES, enroll me as a satisfaction guaranteed subscriber to Risk
Management Reports for $75—6 bimonthly issues.
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Brokers, more than the othertwo
groups, are convinced that fees are
on the increase. Overall, 28.5% of
those polled believe fees are grow-
ing as a portion of total revenues,
led by 49.8% ofthe brokers who see
more of a shift toward fees and fol-
lowed up by 36.6% of the combina-
tion agency/brokerages and 19.8%
of the agencies.

Internal accounting systems for
agencies and brokerages, now
handled for 46.6% of the firms by
contract service bureaus, appear to
be in for some major changes in
coming years. Almost one-third of
all firms are still using manual ac-
counting systems, while 23.6% use
mini-computers. Overall, 25.3% of
the entire group are considering a
change.

Of those anticipating a change,
over half of the firms foresee that
they'll use mini-computers in the
future, with another quarter of the
group looking forward to incor-
porating an in-house computer
system into the operations. Ten
percent anticipate they’ll go to a
service bureau.

In terms of future changes,
the orientation of brokerages is
clearly more mini-computers,
while the biggest group looking at
in-house computer systems is
combination agency/brokerage
firms. Agencies comprise the big-
gest group looking at service bu-
reaus. All three categories of
agents and brokers, however, most
frequently indicated that mini-
computers are drawing their atten-
tion.

Biggest current users of mini-
computers are the brokerages at
42.8%, followed by combination
agency/brokerages. Manual sys-
tems and service bureaus are still
in use most frequently by agencies
and combination agency/bro-
kerages.

The survey revealed that a large
majority of agents and brokers pro-
vide their clients with group insur-
ance. Ofthe 676 agents and brokers
who said they sell group coverage,
77.3% of the total group, 447 are
agents, 154 are brokers and 61 are
with combination agency/
brokerage firms. More than three-
fourths of the respondents in each
category said they sell group insur-
ance.

Group insurance

Generally, agents and brokers
for all three categories of firms sell
group coverage to groups ranging
in size from very small (less than 10
lives) to very large groups (10,000
or more lives). Only 3.7% of all the
respondents decline to deal with
very small groups, selling coverage
only to groups with over 50 lives.
Understandably, agencies and
combination agency/brokerages
usually deal with all sizes of
groups, although 8.5% of all the
brokers who participated said they
deal only with groups having over
50 lives.

Commercial foreign insurance is
placed for clients by 39.5% of all
agents and brokers, with broker-
ages and combination agency/
brokerages placing this coverage
most often (65.7% and 57.7% re-
spectively). Only 28.9% oftheagen-
cies said they place foreign cover-
age.

Most agents and brokers don't
place foreign group insurance for
clients. Only 7.8% of the firms said
they place foreign group coverage,
with brokers most frequently in-
volved in this business.

Of the firms that place foreign
commercial insurance for clients,
nearly half the brokerage firms
said this segment of the business
accounts for 5% or less of their total
premium business, compared to
78.8% of the agencies which said it
amounts to 5% or less.

About two-thirds of the combi-
nation agency/brokerages said for-
eign insurance amounted to 5% or
less of their total premiums. n
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T oreceive materials listed in Info for Buyers, write to the
name and address accompanying each item, mention-
ing that you saw the item offered in Business Insurance.
Readers are invited to submit educational and promo-
tional material of interest to risk managers and employe
benefit chiefs for possible inclusion in the column. All
items that are free and of interest to our readers are eligi-
ble; those available at a modest cost will be considered.
Send a sample to Info for Buyers, Business Insurance, 740

Rush St., Chicago, I11. 60611.

e Are you responsible for your
firm’s data processing insurance?
Then you might find Haig G.
Neville Associate’s compilation of
reprinted articles on computer

risks of value. The articles cover .

physical risks to equipment, re-
construction of data, disaster
planning and recovery, fraud and
embezzlement, contractual risks
and emergency facilities, risk
management and insurance. The
author of all the nine articles is
Haig G. Neville, risk manager to
the state of Michigan. Articles in
the series have been reprinted
from Business Insurance,
Datamation, The Office, Harvard
Business Review and other finan-
cial journals. The series costs $5.
Write Haig G. Neville, Haig G.
Neville Associates, 16300 North
Park Drive, Southfield, Mich.
48075,

e Attention bankers and insurers.
Insurance Buyer’s Checklist for
Banks offers guidelines for the
best insurance program for banks,
The booklet is designed to facili-
tate continuation of present cover-
ages. Cost is $10. Write Robert N.
Hughes, RIMCO Inc., Suite 180,
10300 N. Central Expressway, Dal-
las, Tex. 75231,

e A promotional brochure de-
scribing the reinsurance facilities
of Donald Bryant & Co. is now
available. For a free copy write
Donald E. Bryant, Donald Bryant
& Co. Inc., 200 Bloomingdale Rd.,
White Plains, N.Y. 10605.

o The seventh edition to the Guide

to Pensions in Western Europe is .

now available from Lowndes Lam-
bert Group. Though the company
readily admits that due to the rap-
idly changing subject the booklet
is out of date almost as soon as it is
published, its real value lies in the
essential but brief background in-
formation provided. The booklet
details the pension programs of
nine countries and also the multi-
lateral agreement on social secu-
rity for migrant workers. For a free
copy write Uwe O. Petersen, Noble
Lowndes Deutschland Gmbh,
Niedenau 45, D 6000 Frankfurt 1,
Germany.

e Even if you are a small private
company you may have consid-
ered instituting an employe sav-
ings plan. Savings plans are no
longer limited to the larger For-
tune 500 companies. Pension Plan-
ning Co. Inc. has prepared a sum-
mary of plan provisions which may
answer some of the questions
you've been asking. Fora free copy
write Communications Dept., Pen-
sion Planning Co. Ine., 365 Lexing-
ton Ave., New York, N.Y. 10017.

e Could you identify the hazards
and stresses created by your
company's work environment?
Could you control them? Employe
Benefits Insurance Co. has an illus-
trated brochure to help you and to
outline their services in the field of
occupational health. For a free
copy write James E. Little, vp and
California division manager, EBI
Cos., 234 Gish Road, San Jose, Ca-
lif. 95112.

o Aetnatec, a subsidiary of Aetna

Life & Casualty Cos., has pub-
lished a series of four promotional
brochures describing the variety of
their services—technical services,
laboratory analysis, fire protection
and professional liability. For a
free copy write Robert C. McDa-
niel, vp, Aetna Technical Services
Inc,, 151 Farmington Ave., Hart-
ford, Conn. 06156.

e Fire and Water Abroad dis-
cusses the water facilities in devel-
oped and less developed nations
abroad and provides a checklist
and some words of warning. The
booklet reviews some basic forms
and endorsements, coinsurance,
fire protection credits, replace-
ment value insurance and points
out how the foreign insurer can be
of assistance. For a free copy write
AFIA Worldwide Insurance, 1700
Valley Rd., Wayne, N.J. 07470.

e A 65-page exploration of the cap-
tive insurance concept is con-
tained in the publication Manag-
ing Captive Insurance Compa-
nies. The study is the result of ex-
tensive research of both published
and non-published information by
Andrew J. Barile. Starting with the
history of captives, this study pro-
ceeds to cover inducements to
form a captive, the feasibility
study, domestic vs. foreign cap-
tives, tax considerations, adminis-
tering and re-insuring captives, in-
dustry captives and the future of
captives. Rounding out the analy-
sis is an appendix listing captives
and their sponsorship as well as a
bibliography. For a free copy write
Andrew J. Barile, President, An-
drew Edwards & Co. Inc., Re-
Insurance, 600 Fifth Ave., New
York, N.Y. 10020.

e The Bankers Guide to Security
Training is 32-page booklet de-
signed to comply with the Bank
Protection Act of 1968. Increasing
employe and customer safety, aid-
ing law enforcement officers and
decreasing financial losses as a re-
sult of external non-violent crimes
are some of the topics discussed.
Cost: $10 each; quantity discounts
available. Write Order Processing
Dept., American Bankers Assn.,
1120 Connecticut Ave. N.W., Wash-
ington, D.C. 20036.

o Corporate Insuranece in Brazil is
an English language brochure pre-
pared by Argos-Cia. de Seguros.
The brochure contains a general
discussion ofthe insurance market
in Brazil and specific coverages
available through the company.

" General lines insurance and em-

ploye benefits are covered. For a
free copy write Dennis J. Orio,
Marketing Director. Argos - Cia.
de Seguros, Caixa Postal 6261,
CEP: 01000, Sao Paulo, SP - Brazil.

e Bankers Life Nebraska offers a
brochure that poses the question
“Is something missing in your em-
ploye benefit package?” If so, they
maintain their dental plan may
complete youremploye benefit cir-
cle. For a free copy write Kenneth
H. Tiekotter, Director—Group
Sales Service, Bankers Life Ne-
braska, P.O. Box 81889, Lincoln,
Neb. 68501.

o Self-Insuring Employe Benefits

Through a 501 (¢)(9) Trust is a free
brochure now available in limited
supply from Bayly, Martin Fay In-
ternational. Write Jack H. Seiter,
senior vp, Bayly, Martin & Fay In-
ternational, 3200 Wilshire Blvd.,
Los Angeles, Calif. 90010.

e From Charitable Immunity to
Public Accountability: A Review
of Selected Solutions to the Mal-
practice Problem is an article that
has been reprinted from Topics in
Health Care, an Aspen publication.
It is now available from Ebasco
Inc. in a 34-page booklet complete
with references. The authors, one
of whom is the senior vp of the
firm, tackle the malpractice prob-
lem: immunity, legal aspects, four
solutions, group approach, govern-
mentsponsored insurance, modifi-
cation of the tort system, Ohio mal-
practice law and the future of the
malpractice problem. For a free
copy write Nicholas Alexis, Con-
sultant, Marketing Communica-
tions, Ebasco Risk Management
Consultants Inc., 100 Church St.,
New York, N.Y. 10007.

e Gates, McDonald has put to-
gether a promotional kit describ-
ing their cost control services to
self-insurers for workers compen-
sation. Included are pamphlets to
assist in compliance with OSHA,
description of services for reduc-
ing accident costs, self-insurance
for workers compensation plans
and answers to questions on self-
insurance. For a free copy write
C.S. Jenks, Gates, McDonald, One
Nationwide Plaza, P.O. Box 1944,
Columbus, Ohio 43216.

o The 1977 National HMO Census
Survey is the result ofthe coalition
effort conducted by the AAFMC,
BCA, GHAA, HIAA and NABSP.
The responses (93% fulfillment) of
all major HMOs surveyed pro-
duced extensive information about
HMO size, age, type of sponsor,
growth, hospital and physician uti-
lization, type of physician group
and family premium rate. This data
is presented in 37 different tables.
Copies of the survey are $3. Write
Education and Research Dept.,
Group Health Assn. of America,
1717 Massachusetts Ave., N.-W.,
Washington, D.C. 20036.

e Insuring Abroad is a 16-page
brochure in which INA explains
how to obtain sufficient local cov-
erage, legal requirements, allocat-
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ing responsibility, difference in
conditions and reviewing and up-
dating, For a free copy write Dept.
R, INA, 1600 Arch St., Philadel-
phia, Pa. 19101.

e An easy-to-read chart listing leg-
islative changes proposed by ma-
jor insurance, manufacturing and
legal organizations to help solve
the product liability problem is
contained in the pamphlet The
Product Liability Problem: Pro-
posals for Solutions Through Tort
Reform. This pamphlet has re-
cently been updated with an ad-
dendum outlining the positions of
three industrial trade associations
and an eight-member Special Com-

'

mittee for Workplace Product Lia-
bility Reform. For a free copy write
The Insurance Information Insti-
tute, 110 Williams St., New York,
N.¥. 10038.

o If you are learning risk manage-
ment techniques or are enrolled in
such a class, Insurance Education
Specialists has prepared a study
guide that may be of value—
Structure of the Risk Manage-
ment Process by Robert E. Kuntz.
The study guide is intended to be
used in conjunction with the
1977-78 I1A Topical Outline for RM
54, Cost is $8.50. Write to Insurance
Education Specialists, 43 Norfolk
Ave., Clarendon Hills, I1l. 60514.

Thereare

Umbrellasjand
thereareUmbrellas

Primary or Excess, Complex or Simple,

Land or Water

The Wetzel Company, Inc. ‘

2000 South Post Oak, Suite 2400
Mailing Address: P.O. Box 66452
Houston, Texas 77006
Telephone: 713/626-3240

Telex: 76-2053

Only through Agents/Brokers

Fastest brain in the West. Our new computerized claims management
and reporting system spits out numbers and facts faster than you can ask for
them. Claims information . . .injury data. . . financial analysis figures. . . statistical
reports. It's also flexible...easily customized to report what you want. Call
Geoffrey Brown for a demonstration. R. L. KAUTZ & CO.

CORPORATE HEADQUARTERS, 1800 AVENUE OF THE STARS, LOS ANGELES, CALIEORNIA 90067, (213) 556-1111
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PERSPECTIVE

Risk managers can
stem the bureaucrats
as political scientists

By Peter Downes

VE WAS SUBVERTED by a civil ser-

vant. I came to this amazing conclusion
after reading Carl Sagan’s “The Dragons of
Eden,” wherein he pointed out that the
brain of a dyed-in-the-wool bureaucrat is
dominated by its reptilian cortex.

Critics may yell at this point, “Why do you
keep preaching about the evils of bureau-
cracy? You know that there must be bureau-
crats both within your corporation and in
government. We all feel that it would be nice
to have no regulations at all but be
realistic—you know there must be regula-
tions.”

Of course, there must be regulations and
this has always been recognized by any one
who is capable of thinking at all. Adam
Smith, the prophet of laissez-faire econom-
icsrecognized the need fora bureaucracy, as
did the philosopher Kant and the poet
Goethe. And today, any risk manager witha
modicum of intelligence knows that there
must be regulations and functionaries to ad-
minister them.

But the risk manager in his capacity of
political scientist should surely recognize
something else. Karl Jaspers stated the
point succinctly when he said, “Bureau-
cracy is a means. But it tends to make itself
into its own end.”

In his brilliant text “The Bureaucratiza-
tion of the World,” Henry Jacoby goes even
further when he says, “The bureaucratic
mind permeates and controls all spheres of
life to an ever greaterextent as everything in
the world becomes subject to administra-
tive agencies.” Mr. Jacoby also reminds us
that the laws passed by legislators become
mere authorizations for the administration
which determines their interpretation, with
the result that the average citizen feels that
he no longer controls his own destiny in the
face of an authoritarian regime which is an-
swerable only to itself.

Oddly enough, Richard Nixonrecognized
the symptoms of bureaucracy to some de-
gree when he made an abortive attempt to
change the system at the beginning of his
second term. As one might expect, however,
he also misread the situation completely by
attributing a political bias to the bureau-

Peter Downes, manager of insurance for
the American Trading & Production Corp.
in Baltimore, is the most prolific contributor
to the Speaking Out column on these Per-
spective pages.

—Speaking Out—

cracy and then by attempting to implement
a cure which seemed far worse tharn: the dis-
ease. Had he troubled to read history atany-
time he would have come to know that
bureaucrats have no political loyalt.es so far
as their work is concerned.

The mental process involved has been am-
ply demonstrated by some notorius bureau-
crats. Forexample, during the Frenzh Kevo-
lution under Robespierre’s regims, it was
the responsibility of a M. Henriot tc see that
the tumbrils arrived at the prisons on time
and that the aristocrats incarcerated tharein
be then transported to a place of execution
where their heads were cut off on schedule.
After Robespierre’s fall, M. Herriot was
broughtto trial himself and was condemned
to the guillotine. It is on recorc that he
thought this most unjust since he had ad-
ministered the laws of a legitimae regime
and it would have been dishoncrable for
him to have done otherwise. He had merely
done his duty.

In this century, SS administrator Eich-
man put up a similar defense when the Is-
raelis finally got him into a courtroom. A law
had been passed which said that Jews were
not human beings and must be ex‘ermi-
nated. Eichman’s job was the administra-
tion of the service that rounded up Jewsand
then transported them to extermination
centers. Indeed, he considered tre compli-
ance with the law and its regulazions took
precedernice over the needs of a beleaguered
military that required all the transportation
it could find.

The point to remember is that neither
Henriot nor Eichman were aberrations, but
the logical outcomes of well developed bu-
reaucracies. Their notoriety lay :n the hid-
eous laws they administered. In this regard
itisnotable that bureaucratsin tha U.S. here
and now argue much the same way as
Henriot and Eichman. Some insurance
commissioners, for example, will announce
blithely that they are merely adninistering
the laws passed by their legislatures and in
so doing they will quite thoughtlessly dis-
rupt the economic well beirig of whole seg-
ments of the population who have v.rtually
no redress. '

Nevertheless, as Robert A. Lecne pointed
out in a recent article “The Real Cost of
Regulation” (Harvard Business Feview,
November-December, 1977), there i3 a reg-
ulatory boom simply because scceiety is de-
manding it. The problem which ther. exists,

The risk manager must
begin by recognizing that he,
in common with all other staff
managers in his corporation,
is himself a bureaucract.
—Peter Downes

as I see it, is that society in general and in-
dustry in particular have no morz than a
patchy knowledge of the pervasive and au-
thoritarian nature of bureaucracy.

This is where the risk manager can come
into his own as political scientist. His first
chore as always is to take care of his own
shop and he can start by recognizing that he,
in common with all other staff managers in
his corporation, is himself a bureaucrat and
what he does is but a means to an end. How-
ever, it is not uncommon for one of the cor-
porate bureaucracies to delude itself into
thinking that what it is doing is zn end in
itself. Systems managers are patticularly
prone to this error but smart risk managers
should be able to squelch such tendencies.
Ridicule is a very effective weapcn.

In the world at large, itis tempting to sug-
gest that concerted lobbying effo:ts by or-
ganized bodies such as RIMS may ulti-
matelv succeed in reducing the powers of
the bureaucracy. This would be unrealistic.
Historically, bureaucracies have always sur-
vived with all their powers regardless of the
violer.ce of a revolution.

If concerted action is likely to have no
more than a marginal effect, what should a
risk manager do? In my opinion, he should
make himself familiar with the many kinds
of regulations which exist and then seek to
persuade his company to adapt to the socio-
economic environment in which it finds it-
self. He may do this, quoting Robert A.
Leone once more, by recommending to his
company “a well articulated strategy for al-
locat:ng its limited resources to satisfy its
regulatory responsibility in ways consistent
with corporate goals.” "

Keys . . .

Continued from page 43

offer an actuarially sound program for our
insureds which will obviate the necessity of
them making the choice of the Scylla of self-
insuring or the Charybdis of the assigned
risk plan.

Although not an all-inclusive list, the fol-
lowing steps should be considered.

e Reinstatementofacontingency loading
in each class. The 2.5% “profit and contin-
gency” loading now used in National Coun-
cil states is the old 2.5% “profit” loading.

e Addition of a non-rateable specific dis-
ease loading in those industry groups using
a category I or II substance.

This would be an immediate answer with
the premium allocated only to those indus-
tries now identified.

¢ Amendment of the experience rating
plan to apply a more realistic maximum.
Presently the maximum disease loss per
year which is captured by the plan is the
state accident limit plus 40% of the expected
loss for the three years of the plan. For the

smaller risk this is more restrictive than for
the catastrophe loss which is limited to
twice the state accident limit.

The independent bureaus of California,
Delaware, New Jersey and Pennsylvania
have no specific rule in their experience rat-
ing plans on occupational disezses.

It would seem that some limitation would
be called for, particularly in the case of a
plant closing. perhaps as the result of an
OSHA ruling. Until the influx of occupa-
tional disease losses work their way into the
manual rate and thus into expected losses,
the weight should be upon the state acci-
dent limit, perhaps a factor 10times the SAL
with no, “per year” limit as a function of
expected loss. A limitation er.corpassing
the entire three year period as a function of
60% of the expected loss would be more
realistic. This is important as the lixelihood
is that the bulk of claims will impact in only
one or two years.

¢ Amendment of the rate-making tech-
nique which limits the amourt of disease
loss in any one class to 25% of the self-rating
point. In most states the rule ncw would not

perrmr.it more than $100,000 in to:al disease
loss .n any one year to be included in the
making of manual rates.

e Permission from the states to write
long-term retrospective plans say five
years, to provide the spread needed where
there will be good years and very bad years

over the next decade.

Above all, this is an appeal for cooperation
between our industry and the industries
about to be “hit” to design a program which
will be palatable yet economicaly fair.

It should be remembered that unlike med-
ical malpractice and product liability,
workers compensation policies carry no
limits of liability for occupational diseases.
Whether the final bill turns out o be $50 or
$100 million or more, the workers compen-
sation insurers must pay the cost.

If the basic tenet of all insurance, pooling,
cannot be brought to bear in solving this
proolem, then this industry must once again
offer its surplus for loss paymenzrather than
growth enhancement. The result being that
we can expect a tighter market than ever
before at a time when our policrholders are
wezry of our tight market woes. ]

Keene. ..

Continued from page 43

tributions and treat them as individual ac-
counts. The annual before-tax contribution
limit would be the lesser of 10% of compen-
sation or $1,000, but the deduction limit
would be reduced by 20% of the amount by
which an employe’s gross income exceeds
$30,000 (this means no such deductions
would be permitted for those earning
$35,000 or more).

If the participant terminates employment
before becoming vested in the plan, he
could “cash out” his contributions and roll
them over into an IRA or into a new
employer’s plan.

The proposals introduced by Sen. Dole
and Rep. Conable are along similar lines—
permitting employe contributions up to
the lesser of 10% of compensation or
$1,000—but with some notable differences.
Neither has a cutback of the deduction limit
based on higher income levels; they do not
require a plan to accept employe contribu-
tions; they permit the use of an IRA for plan
participants under some conditions.

The consequences of instituting any of
these provisions are intricate indeed, aside
from the formidable accounting, reporting
and paperwork problems. For example, cur-
rent IRA deduction limits of 15% of compen-
sation or $1,500 could he affected. Then
there’s the possibility of a trend to shift part
of the contribution burden from employers
to employes if deductions for mandatory
employe contributions are available; a man-
datory contributory plan would be difficult
to maintain if employe tax deductions are
limited to voluntary supplemental contribu-
tions only. The impact on thrift plans could
be dramatic. .

Although action on these bills will un-
doubtedly move at a slow pace, they are an
indication of the way the wind is blowing.

Dual jurisdiction

“ERISA’s dual jurisdiction pain is too
much to bear” was the title ofan article writ-
ten for Business Insurance last year. That
headline is still valid today. But it seems that
this year more people are paying attention
to the problem.

For instance, Sen. Javits—an advocate for
reform in this area almost since ERISA’s
passage—has attempted to solve the dual
jurisdiction problem by calling for the for-
mation ofasingle agency, the Employe Ben-
efit Commission, to administer ERISA. The
organization of this commission is outlined
in S.3017, the “ERISA Amendments Bill"
introduced by Sens. Javits and Williams in
May. However, it's expected the bill will see
little action this year.

Because of the continuing complaints
over dual regulation, the Labor and Trea-
sury departments:began to think about put-
ting their own houses in order rather than
relinquish any ERISA administration re-
sponsibilities. In June, the two departments
drafted an agreement on overlapping juris-
diction. Briefly, the agreement puts partici-
pation, vesting and funding matters into the
lap of Treasury. Fiduciary matters, includ-
ing prohibited transactions, would rest with
Labor.

It may still be a while before the bureau-
cratic machinery actively works on this
problem of double paperwork and double
regulations, but it’s encouraging to see that
at least some gears are beginning to mesh.

Contingent employer liability

In September 1974—the birth month of
ERISA—our firm released a bulletin which
challenged the practicality of employer lia-
bility insurance to cover plan terminations.
We stated, “Itis not at all clear that employer
liability insurance is a workable solution.”
Now, four years later, the PBGC concludes
that implementing a contingent employer
liability insurance (CELI) program within
the framework provided by ERISA is not
feasible.

PBGC has indicated in a recent report to
Congress that ERISA’s liability concept
should be restructured. One suggested al-
ternative is to make pension plan obliga-
tions an ongoing responsibility of the em-
ployer, scrapping the 30% net worth limita-
tion. Here, the PBGC would pick up the tab
only if the employer becomes insolvent or
terminates his business. [
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There's no substitute for good old fash-
d product liability insurance.

That promises: If we covered a product
at the time of injury, we'll honor a claim even
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That's why National Union is filling a
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coverage is also available.

of all, National Union will write
lity, period. Without supporting

nsuranc

National Union, a member of the
American International Group of insurance
companies, is an admitted carrier in all 50
states.
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PERSPECTIVE

Product Liability Score Card
Tort reforms Bill Cleared Cleared Dead for State of Failure
State enacted pending  house senate 1978 S/L the art to warn Standards Alteration Remarks
3 No action taken on a compromise mea-
Ala. X X Ve
7 ; No aczion taken on bill to reduce awards
Alaska X by plaintiff’s negligence.
i ; Bill also prohibits asking for specific
Ariz. Yes X X X X X damagzes in a suit.
Ark g X Bilis probably to be introduced next
> : year.
Calif. X X Some legislation might pass.
Secor d state to pass major reform legis-
Colo. Yes - X X X latior.
Conn. X X X X X X First product liability bill to be vetoed.
Del. X X X X X X - Possible action next year.
Y 7 Established a 12-year limitation on fil-
Fla. Yes 5 X X X ing saits.
Ga. Yes X X "Establishes a 10-year limitation on filing
suits 3
Hawaii No irformation available.
idaho X X X X X X Bill cied in senate committee.
Il. Yes X X b 4 Bill just signed by governor.
i Establishes a 10-year limitation on filing
ind Yes X X X X X suits.
lowa b & X X X X X Posshle action next year.
Kan. X X X X Bill died in conference committee.
= One of the most comprehensi bills
Ky- Yes X X X X X e ompr nsive bills
La. X X X X X New effort to be made next year.
Maine X No reform bills introduced.
Md. X X X X Bill never made it out of committee.
Mass. X Legizlation has no chance of passage.
Mich. X X . X X X X X Possible nction later this year.
Bill prohibits asking for specific dam-
Minn Yes g aget over $50,000 in a suit.
Miss. X X X X X New bills to be introduced next year.
Mo. X X X Bill died in a house committee.
Mont ‘ No egislation introduced this year.
Establishes a 10-year limitation on filing
Neb. Yes X X X X . suits,
Nev. X 2 No legislation introduced,
Establishes a 12-year limitation on filing
N.H. Yes X X X X suits.
‘N.J. X ) X X i X X Action unlikely this year.
N.M. X No Legislation introduced.
Time is running out on senate-passed
“N.Y. X X X X bill.
N.C. X X X X New effort to be made next year.
N.D. X No action until 1979, ¥
Ohio X X X X Bil. still is tied up in senate committee.
Okla. X X X ‘ | Re’orm bill died in the senate.
Th rd state to pass p/l legislation. 8-year
Ore. Yes X X s, &
Pa. X X X X X X Aczion unlikely this year.
Eszablishes a 10-year limitation on filing
R.l Yes X X suits.
S.C. X Ng information available.
Establishes a 6-year limitation on filing
S.D. Yes X su'ts.
Establishes a 10-year limitation on filing
Tenn. Yes X X X X X suits.
Tex. X - Legislation to be introduced next year.
Utah Yes X X X X X First state to pass reform legislation.
Vi. X Ne¢ information available.
Va. X No reform bills introduced in 1978,
Comprehensive legislation to be intro-
Wash. x X x X duced next year.
W. Va. x x X Lagislation died in committee.
Wis. X X X X X X B:lls never moved.
on_ X No information available.

Business Insurance's Product Liability Score Card summarizes efforts to enact tort introduction of a product or ‘rom the date of an accident, allowing a defense that a ana up-to-date as possible. If you know about product liability actions in your state,
reformsin state legislatures. The first section details the status of tort reform legisiation product met the state of the art at the time of manufacture, elimination or restriction of a please write or call Jerry Geisel, Business Insurance, 1253 National Press Building,
inthe state; the second section indicates what tort reform proposals are included inthe failure to warn claim, allowing a defense that a preduct met government standards and Washington, D.C. 20004 or call 202-633-5300.
legistation. When a bill is amended, the tort reforms still alive are indicated. allowing a defense if a product were altered after it left the manuiacturer. This chart is copyrightad by Crain Communications, Reproduction or reprinting is

The tort reform elements charted are a stalute of limitations from either tre date of The editors of Business Irsurance have attempted to make the chart as accurate prohibited without the consent of the acitor of Business Insurance.

©Business Insurance magazine




dates for buyers

¢ SEPT. 14. The suburban Chi-
cago chapter of Chartered Prop-
erty & Casualty Underwriters in
conjunction with the Insurance
Women of Suburban Chicago will
feature Sen. Robert T. Lane, chair-
man of the insurance and licensed
activities committee, at a joint din-
ner meeting in Rolling Meadows,
Ill. Cost: $10. Contact Mr. John
Crandall, Protection Mutual Insur-
ance Co., 300 S. Northwest High-
way, Park Ridge, Ill. 60068; phone
312-825-4474.

SEPT. 14-15. Brief course on rein-
surance to be held in New York
City and sponsored by The College
of Insurance. The course will
present the intricacies of faculta-
tive and treaty reinsurance, the de-
tails of pro-rata, excess and catas-
trophe plans and a portfolio for a
hypothetical primary carrier. Only
the first 40 applicants can be ac-
cepted. Cost: $60. Contact Matthew
Lenz Jr., The College of Insurance,
123 William St., New York, N.Y.
10038; phone 212-962-4111.

SEPT. 25-21 The Risk Studies
Foundation presents a three-day
seminar on the Future of Risk fea-
turing an interdisciplinary ap-
proach. Registration for the semi-
nar to be held at the Waldorf-
Astoria Hotel in New York City is
$295 and attendance will be limited
to 55 delegates. Contact Risk Stu-
dies Foundation, 205 East 42nd St.,
New York, N.Y. 10017.

SEPT, 28-29. Establishing, Operat-
ing and Managing Captive Insur-
ance Companies is the title of a
practical course sponsored by Risk
Research Group in London. The
course is designed for those who
wish to form their own captive or
advise clients in captive participa-
tion. Among the topics to be cov-
ered will be feasibility studies, un-
derwriting, selection of location,
accounting and taxation, loss con-
rol and claims and reinsurance.
Cost is $78. Contact Gillian Morley,
Risk Research Group, Bridge
House, 181 Queen Victoria St.,
London EC4V 4 DD; phone
01-236-2175.

OCT. 5. Los Angeles chapter of
RIMS to hold its annual confer-
ence at the Sheraton Universal Ho-
tel in Universal City. Cost is $30 for
members; $35 for nonmembers.
Contact Wendy Hamilton, Newhall
Land & Farming Co., 23823 N. Va-
lencia Boulevard, Valencia, Calif.
91355; phone 805-255-4000. Or con-
tact Barbara Fein, R & B Develop-
ment Co., 2222 Corinth Ave., Los
Angeles, Calif. 90064; phone
213-478-1021.

DCT. 5-6. The Piedmont and Caro-
inas chapters of RIMS will spon-
sor their ninth annual Education
Seminar at Myrtle Beach, S.C.
Property, casualty and employe
benefit subjects will be discussed.
Cost: $30. Contact Howard Partin,
Liggett Group Inc., Durham, N.C.
27702; phone 919-471-7336.

DCT. 9-10. Self-insurance and
Risk Management Services is a
seminar to be presented by Practi-
cal Risk Management in San Fran-
cisco. Emphasis will be placed on
the practicalities of implementing,
controlling and monitoring an ef-
fective property, liability and
workers compensation self-
insurance program. Moderators
and panel members will be drawn
from the professional staff of War-
ren, McVeigh & Griffin, risk man-
agement consultants. The seminar
will be repeated in Dallas, Oct
26-27 and Los Angeles, Nov. 9-10.
Contact Practical Rick Manage.

ment, Suite 205, 1700 Montgomery
St.,, San Francisco, Calif. 94111;
phone Susie, 415-433-6979.

OCT. 16-18. International Secu-
rity Conference in New York City.
In addition to the expo of security
products, crime-prevention spe-
cialists will present more than 35
practical seminars. Seminars are
$35 each. Contact International
Security Conference, 2639 S. La
Cienega Blvd., Los Angeles, Calif.
90034; phone 213-836-5000.

OCT. 18-20. The first New England
Workshop for Risk Managers will
be held in South Egremont, Mass.,
and will focus on everyday risk and
management problems. Cost: $40.
Contact A. David Heilemann, Ro-
gers Corp., Rogers, Conn. 06263;
phone 203-774-9605.
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Princeton
Frinceton Risk_
Princeton) Risk_~ Managers

Excess-Surplus ® Risk Management Concepts ® Reinsurance
“Correspondents at Lloyds, London”*

Telex Phone
843 300 (201) 297-5300

1101 State Road (Bidg. E), Princeton, New Jersey 08540

H. JAMES GRIFFITH, pres.

Are your customers going overseas
without you?

Over 23,000 American companies have facilities overseas. And more
and more companies are going international each week.

A new plant in Hong Kong. A warehouse in Korea. A sales office in
Paris. A construction crew in Saudi Arabia. Whatever the case, these
exposures need insurance protection. Your customers will have to
get coverage from someone. Why not you? You're already handling
their domestic risks. So you've got the inside track.

With Continental to help you, international coverages are
as easy to write as domestic. Maybe easier.

The Continental network extends to
over 70 countries. With Continental
international specialists located in
over 30 offices across the U.S.

ready toassist you.

Why pass up this rich source of
additional premium volume?
Make international insur-

ance your business.

The Continental Insurance Companies

subsidiaries of The Continental Corporation Home Office: 80 Maiden Lane, New York. N.Y. 10038
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benefit tax slants

IRS details rules for prepaid legal service plans

By JOSEPH S. ROBINSON
Attorney-at-Law

IRS RELEASED proposed new
rules that explain the procedures
to be followed by a group legal ser-
vice plan that seeks approval as a
qualified plan. The proposals say
that the plan must give notice to
the secretary of the Treasury that it
is applying for recognition of its
status as a qualified plan. (Pro-
posed Reg. Sec. 1.120 (c)(4)-1(a).)
This should be done by filing Form
1024.

If a group legal services plan
meets the requirements of a quali-
fied plan, an employe may exclude

from income any amounts contrib-
uted by an employer to the plan on
his or her behalf. An employe’s
spouse and dependents may also
exclude amounts contributed on
their behalf. Similarly, benefits re-
ceived under the plan are excluded
from the gross income of the recip-
ient. Benefits may be either legal
services provided by the plan di-
rectly to participants or reimburse-
ments for legal services obtained
elsewhere.

Pension death benefits

Under the current rules, pay-
ment of death benefits in a lump

sum are included in the estate of
the deceased participant. Itis only
when such payouts are made in in-
stallments that they escape estate
tax. (BI, March 6).

IRS was recently asked to rule
on the following situation: The
employe's widow had the election
of a lump-sum or installment pay-
out. She chose equal installments
over 12 mor.ths which fell into two
of her taxable years. This is not
viewed as a lump-sum and the ex-
clusion continues to apply. (Pri-
vate Ruling No. 7817012).

Keep in mind that the election
chosen by *he widow knocks out
the payments from capital-gain

treatment.

Salary reduction plan

The Treasury has withdrawn a
set of proposed regs issued in 1972
relating to the tax treatment of
amounts contributed under a sal-
ary reduction plan or arrangement
to certain qualified trusts, quali-
fied bond purchase plans, or to
purchase certain qualified annuity
contracts.

The proposals are being with-
drawn because ERISA precludes
present adoption of final salary re-
duction regs relating to qualified
plans orarrangements in existence
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At Talbot Bird we think marine insurance is a personal business. Here you deal with
people, not policies; experts in Ocean and Inland Marine coverage who are among the top
professionals in the business. They have the knowledge, experience and capability to

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

Talbot, Bird & Co., Inc.

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

on June 27, 1974.

Entertainment payback

When an employer uses a stan-
dard mileage allowance of 17 cents
to reimburse an employe for auto
expenses or a fixed perdiem allow-
ance of $44 to reimburse him for
travel expenses,and he adequately
accounts for those expenses to his
employer, the employe is excused
from reporting the reimburse-
ments and deducting the expenses
on his tax return. But IRS recently
vetoed the use of a flat allowance to
reimburse for entertainment ex-
penses. Here’s the story:

A corporate executive, who reg-
ularly entertains customers at
home, wanted to be reimbursed a
flat amount, based on the number
of guests he entertains and the
number of nights they stay with
him. To back up his expenses, he
keeps a log that notes the guest, the
date, the business discussed and
the results of the meeting.

The IRS ruled that the mere
keeping of a log will not be ade-
quate. The executive must provide
his employer with the amount of
the specific expenses incurred for
entertaining.  (Letter  Ruling
7819023).

It should be pointed out that an
employer may still make a flat re-
imbursementarrangement with an
employe. However, under such cir-
cumstances the employeisobliged
to declare the reimbursements and
should keep records to support off-
setting deductions.

Accidental death

An employer may provide up to
$50,000 of tax-free group term life
insurance for an employe.
Amounts above that are taxable to
the extent of the premium outlay.
Query: What about travel life in-
surance or accident and health
policies which include a life insur-
ance feature?

These specialized types oflife in-
surance against accidental death
are not included in determining
whether an employe has more than
$50,000 of group life insurance cov-
erage. The limitation doesn't apply
to death benefits in so-called travel
insurance or accident and health
policies where such policiesdo not
provide general death benefits.

Thus an employe would have no
taxable income from his em-
ployer's premium payments giv-
ing the employe $50,000 of group
life insurance coverage and
$100,000 of accidental death insur-
ance under an accident and health
plan.

Deferred pay plan

A U.S. Court of Claims re-
cently considered a deferred
compensation/salary continuation
arrangement between a hospital
and an anesthesiologist operating
as an independent contractor. The
arrangement was of the type com-
monly adopted with hospital-
based physicians and an endow-
ment policy had been purchased
by the hospital to meet its obliga-
tions.

In a decision of potentially far-
reaching impact, the trial judge up-
held the arrangement as properly
“unfunded,” i.e., there was no con-
structive receipt, but found that
the insurance features, repre-
sented by the hospital’s contrac-
tual promise to pay future death
and disability benefits, conferred
upon thedoctor an economic bene-
fit that was currently taxable.
(Goldsmith, Ct. of Claims, 1978). =



By ELLIS SIMON

HARRISBURG—A Philadel-
phia cab company has been al-
lowed to retain its license for 45
days provided it comes up with

Ford pays
$600,000 in
Pinto suit

WASHINGTON—Ford Maotor
Co. has agreed to pay $600,000 to a
T1-year-old boy who was orphaned
an1 severely burned in the crash of
a 1972 Pinto just outside Washing-
ton more than five years ago.

Jeremy Norton was two years
old when the Pinto he wasriding in
was struck from behind on a busy
interstate highway. The fuel tank
ruptured on impact and the boy’s
father died in the flames that en-
sued. His mother died severaldays
later of burns.

The Norton boy previously had
been awarded $657,000 by a circuit
court jury, but both sides appealed
the verdict. The settlement was
reached before the Virginia Su-
preme Court had decided to hear
the appeals.

The money will be placed in frust
forthe young Norton boy, who lost
six toes and faces several orthope-
dic operations, under the supervi-
sion of an orphan’s court.

Ford agreed in June to recall
more than 1.5 million 1971-76 Pin-
tos and 1975-76 Mercury Bobcats
to make safety improvements to
the car’s fuel system. Critics
charged that the fuel tank would
explode upon light impact.

It is estimated that 59 persons
have died in Pinto crashes since
1975. More than 20 lawsuits are
pending with awards of at least $1
million having been levied in Ala-
bama, Florida and California.

According to court records, Ford
is self-insured for the first $2 mil-
lion of product liability cover-
age.

In a recent interview, Ford chair-
man Henry Ford Il admitted that
he is concerned about the Pinto
and that the company must fix the
car no matter what the cost. .

Gambling firm

sues insurer

LAS VEGAS—Hartford Acci-
dent & Indemnity Co. has been
sued: by Argent Corp., two of its
gambling casinos and two casinos
it owned in 1976 for nearly $30 mil-
lion for allegedly failing to pay
losses sustained from a slot-
machine embezzlement scheme
uncovered in 1976.

Filed in federal court here, the
suit asks actual damages of nearly
$4.8 million on behalf of the Star-
dust, Fremont, Hacienda and Ma-
rina hotel-casinos as well as $25
million in exemplary damages and
$5 million for each hotel-casino
and Argent. The Marina and Ha-
cienda hotel-casinos were sold
about the time the embezzlement
was discovered.

A spokesman for Hartford Acci-
dent & Indemnity said he could
have no comment on a case in liti-

gation. The attorney for Argent -

Corp. could not be reached for
comment.

The suit alleges that the losses
were uncovered after agents of the
Nevada Gaming Control Board
discovered a $7 million embezzle-
ment scheme in which Stardust
personnel allegedly were remov-
ing a portion of the casinos’ profit
before it was counted for tax pur-
poses. a

more than $230,000 owed to two
self-insurance trust funds.

A commonwealth court judge
stayed a ruling by the state public
utility commission suspending
Yellow Cab Co.'s operating author-
ity on the condition that the firm
make up back payments and stay
current on future payments.

According to utility commission
attorney George Kashi, the cab
company had missed eight weeks
of payments to two trust funds
operating under department order
since September 1977. The first
fund required a weekly payment of
$15,000 to handle claims made on
accidents since 1973. The latter re-
quired payment of 25 cents perride
to handle claims made on acci-
dents prior to that time.

The taxi firm had excess liability
coverage in two layers from
$100,000 to $250,000 and from

$250,000 to $1 million, Mr. Kashi
said.

To date, outstanding liability
judgments against Yellow Cab to-
tal $462,000 and date before 1973,
according to Mr. Kashi. Yellow
Cab self-insured its first $100,000 of
liability coverage from 1969 to
1973, but had coverage through an
insurance company on a claims
made basis from 1973 to June
1977.

At that time the insurer sought to
raise the taxi firm’s rate from ap-
proximately $600,000 to $3.2 mil-
lion, Mr. Kashi said.

Presently, no payments are be-
ing made to liability claimants and
no money is being put into either
fund. The present situation repre-
sents a danger to the riding public
since they cannot be compensated
for damages below $100,000, a util-
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Cab firm faces controversy over unfunded reserve

ity commission spokesman said.
Yellow Cab Co. operates 216 ve-
hicles out of the 700 cabs operating
in Philadelphia.
Persons entitled to the $462,000
in outstanding judgments against
Yellow Cab must deal with the

bankruptcy courts since the firm
has filed for reorganization under
Chapter 11 so it can resolve prob-
lems with its creditors.

Yellow Cab Co. president Stan-
ley Miller could not be reached for
comment. [ ]
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UNDERWRITERS

AGENCY,
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UNDERWRITING MANAGERS FOR HARD TO PLACE
CASUALTY » PROPERTY & TRUCKS

122 -MAIN BUILDING / MILFORD, OHIO 45150

(513} 831-RISK

TELEX: TWX 810-460-8322

HANSTAR:

SEEING IS BELIEVING.

HANSTAR is John Hancock’s computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition

of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends
to the full spectrum of fully insured, MPA and ASO plans.

See what HANSTAR can do for you. Call Paul H. Gregg,
Vice President, at (617) 421-6205 and ask for a HANSTAR

demonstration. Seeing is believing.

Mutual
Life Insurance
Company

Boston, Mass.
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The St. Paul Manufacturer’s
Output Policy (MOP) is a better,
simpler way to protect your
company’s property, wherever it
is. And in whatever form it’s

in, from raw materials to finished '
products. _
And you can do it very simply.
MOP coverages are consolidated '
into one policy instead of the several
you'd normally have to deal with. 1
Property can be insured for actual cash
value or selling price.

During your policy year, MOP e
coverage automatically expands or-contracts according
to the value of property covered. That way, your assets are
protected in peak or slow times. Whether inventories
are high or low. Whether your firm is receiving, shipping
or storing materials. Or all of these. All in one policy.
There’s also automatic coverage for new non-manufac-
turing facilities without notifying The St, Paul.

What's more, there’s usually no deposit premium,
which lets you handle premiums on 2 pay as you go
basis. Which, in turn, can help cash flow. Good loss
experience and deductible options can keep your
insurance costs down. And there’s no coinsurance
required.

Want more information? Contact your Independent
Insurance Agent representing The St. Paul. Check your

‘Insurance

Yellow Pages.

Here’s more
‘business insurance
we've made better:

COMPACT .
Commercial
property insur-

ance for build-
@ ings, contents,
o inland marine
. exposures, glass and more

in one simple policy.
Plain English Package. A variety of

property/liability business coverages in one policy, without

all the gobbledygook.

EDP. All-risk computer insurance from the
company that originated data processing insurance,

Umbrella Excess Liability One million dollars
excess liability coverage on small businesses for as little
as $200 per year. Can also handle larger accounts
with limits up to $20 million.

Commercial Auto. The St. Paul has the expertise,
people, resources and stability to back you strong
in this coverage.

Inland Marine. We're one of the largest across
the board writers. We've built expertise since 1853.

We keep
making

better. [zstmu |

Serving you through Independent Agents. St. Paul Fire and Marine lnsurance Company/St, Paul Mercury Insurance Company/The St. Paul Insurance Company/
St. Paul Guardian Insurance Company/The St. Paul Insurance Company of Illinois:

Property and Liability Affiliates of The St. Paul Companies Inc., Saint Paul, Minnesota $5102.
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ERISA exemption . . .

Continued from page 1

return, Agway’s insurance sub-
sidiaries reinsures Travelers for
50% of the risk under the plan.

The government proposal does
not come out and say directly that
fronting and reinsurance arrange-
ments, such as the Agway and
Travelers agreement, is prohibited
under ERISA.

However, a footnote attached to
the proposal says: “This proposed
class exemption is not intended to
cover such reinsurance arrange-
ments to the extent they are pro-
hibited transactions.”

Offshore captives

Cleveland attorney Thomas A.
Jorgenson, who represents an un-
identified manufacturing com-
pany that has an offshore captive,
described the footnote as an innu-
endo that condemns “a multiple of
legitimate reinsurance arrange-
ments which are in the best inter-
ests of plan participants and bene-
ficiaries.”

Mr. Jorgenson said a principal
advantage of reinsurance is that
the primary insurer does not have
to absorb the full burden of the
loss.

“This protects the assets and fi-
nancial stability of the primary in-
surer and therefore increases the
likelihood that the participants. ..
will receive their benefits,” he said.

Government officials declined to
comment on the fronting and rein-
surance controversy. However,
onesource noted that “reinsurance
is a key issue” and added that it
was going to take a lot of work by
IRS and Labor to find a solution to
the reinsurance problem.

In his written comments on the
proposal, Mr. Jorgenson also criti-
cized the two agencies for continu-
ing to refuse to permit offshore or
non-U.S. insurance company sub-
sidiaries to underwrite or reinsure
benefit policies for the parent.

Excluding foreign insurance
subsidiaries is ‘“unnecessary, un-
reasonable, and arbitrary,” Mr.
Jorgenson said. He added that for-
eign insurers are subject to the
same type of regulatory require-
ments as U.S. insurers and it is un-
fair to assume they are ‘‘somehow
inferior” to their U.S. counter-
parts.

The 50% rule

The IRS and Labor, though, ap-
pear unlikely to drop their opposi-
tion to allow offshore captives to
get into the employe benefits
arena. Sources told Business Insur-
ance earlier this year that the gov-
ernment was opposed to use of off-
shore captives since they are diffi-
cult to regulate and are not as safe
as domestic insurance companies.

World Book Life Insurance Co.,a
subsidiary of Field Enterprises,de-
nounced the proposal that no more
than 50% of a subsidiary's reve-
nues can come from the premiums
of policies purchased by the parent
from the subsidiary.

“A percentage test, such as the
50% outside business requirement,

C&B purchases

Greenville firm

NEW YORK—Corroon & Black,
the nation’s sixth largest insurance
broker, has completed the acquisi-
tion of the Caine & Estes Insurance
Agency of Greenville, S.C.

Caine & Estes also has offices in
Columbia and Gaffney, S.C., as
well as Charlotte and Asheville in
North Carolina and Memphis,
Tenn. Hunter Armstead, regional
head of Corroon & Black, said the
acquisition would allow C&B to
participate in the rapid growth of
the two Carolinas. s

is unnecessary,” said Thomas G.
Bostetter, World Book vp and gen-
eral counsel.

IRS and Labor officials said ear-
lier that the 50% internal business
test was reasonable. “It shows that
the insurance company is in the
business of selling insurance to the
public. . .and hasn’t been set up
only to sell insurance to the

parent’s amploye benefit plan,” a
Labor Department spokesman
said.

Adequate regulation

But Mr. Bostetter protested
that Wo-ld Book Life Insurance
Co. is licansed in 42 states and the
District of Columbia. As a licensed
U.S. insurer, World Book is subject
to numerous state regulations that
protect dolicyholders making the
50% of premium test superfluous,

he said.

Although John Deere & Co. did
not come out directly against the
50% test, it argued that premiums
received by its captive from the
firm’s Canadian subsidiary, John
Deere Ltd., should not beincluded
in the 50% test.

Ron Modlin, an attorney for
John Deere, pointed out that
ERISA does not apply to employe
benefit plans outside ofthe U.S. in
which the participants are primar-
ily “non-resident aliens.” Since

ERISA doesn’t apply to foreign
plans, it seems only fair that the
premiums John Deere's U.S. cap-
tive receives from its Canadian
plans not be included in the 50%
internal business test, Mr. Modlin
argued.

An IRS spokesman said the two
agencies will consider all com-
ments received as it gears up to
draft a final proposal. It is not yet
known when the final proposal
will be released, the spokesman
added. "

AAMS turns

the tide.

More and more companies are turning

to the All American Marine Slip for

the insurance protection they need —

and the convenience they want.

In six years of service, AAMS has gained a reputation
for responsive, imaginative underwriting and prompt
claims settlemeri.

With 31 insurance companies contributing to its un-
derwriting capacity, AAMS has the financial strength
to handle high-value offshore exploration and drill-

ing equipment.

Managed by Merine Office of America Corpora-
tion, one of the wor d's largest marine insurance
companies, AAMS offers you a reliable, proven
alternative.

Have your agent or broker contact:

All American Marine Slip,

80 Maiden Lane, New York, N.Y. 10038.
Phone (212) 374-2667.

The American alternative

All American
Marine Slip
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Kautz finds firms hesitate on deductions

CHICAGO—Corporaticns are
holding true to their conservative
reputation when it comes to taxes
and deductions for liabil:ties un-
der a self-insured workers com-
pensation program.

A survey conducted kty R. L.
Kautz & Co. of 25 of its Iarge ac-
counts showed that 75% cf the
companies still only decuct the

cost of workers compensation
claims paid during the year instead
of also claiming a deduction for the
liability of uncontested claims.
Dan Huggins. president of the
Chicago-based self-insurance ad-
ministration firm, toid the Chicago
chapter of the Risk & Insurance
Management Seociety that most
corporations are conservative on

claims deductions because “they
don’t want the publicity of beinz
challenged by the Internal Reve-
nue Service and they don’t want
the cost of lit.gation.”
Uncontested claims, Mr. Hug-
gins noted, ar= ones in which there
is no questior: there is a job related
injury and the amount of the claim
is not in dispute. The 9th Circuit

Cour: of Appeals in California
ruled in the Crescent Wharf &
Warehouse Co. v. IRS in 1975 that
uncontested claims do represent a
corporate liability which qualifies
for establishing a reserve and tak-
ing a tax deduction.

However, the court did not re-
solve the questior. of the reason-
able accuracy of the reserves es-

tablished, sending the case back to
the trial court for a rehearing.
Since the case was then settled out
of court, the question of reasonable
accuracy in setting reserves forun-
contested claims remains un-
answered, Mr. Huggins said. As the
administration firm which aided
Crescent Wharf in setting those re-
serves, Kautz is disappointed that
the accuracy of the reserves was
never established.

The case also did not concern the
question of reserving for incurred
but not reported (IBNR) claims,
Mr. Huggins noted. =

letters

Continued from page 8
compensation.”

S. F. Mullady

We at Business Insurance have
adopted the use of workers compen-
sation. Alas, sometimes we slip up.

Fee formulas

To the editor: The item in “Bene-
fit Beat” (July 24) reported thatthe
City of Rock Island, Ill., had re-
cently switched to a self-funded
health plan for its 480 employes
and dependents.

According to the article, a Chi-
cago administrator was selected at
a cost of 4.5% of paid claims. The
article pointed out that the other
administrators quoted fees based
upon the number ofemployes. The
consultant for the town recom-
mended a charge based upon
claims since he “doesn’t consider
the latter billing method equitable
since it doesn’treflect claims expe-
rience.”

Those of us who are in the third-
party administration business are
well aware of the chagrin and un-
happiness of the client who finds
his claims escalating and his ad-
ministrative charges following.

Medical costs are very sensitive
to inflation and utilization as ev-

~ eryone knows. On the other hand,

the number of employes in a given
business is a function of the
amount of work which has to be
done and we suspect that in a mu-

. hnicipality such as Rock Island

there are some restraints on hiring.
Accordingly, we wonder if the city
made the best deal.

Our calculations indicate that if
the prospective claims increased
20%, or $70,000, (a not unlikely pos-
sibility) the administration charge
would increase by $3,150 and this
amount would provide for 88 more
emploves at an estimated cost of
$3 per month per employe.

Marshall P. Stuart
Vp, Clifton & Co., San Francisco.

it may pa

to separate
your Texas
workers’

comp coverage.

Placing workers'

compensation with Texas
Employers’ saved our
policyholders over $39.2 million
in 1977 alone. Even though the
state of Texas sets rates for all
carriers in Texas, we're able to
return savings from operational
efficiencies (yours and ours)
directly to our policyholders.
That's why many national
companies separate the Texas
portion of their workers'
compensation coverage.

Find out how separate Texas
coverage may pay off for you.
Call our National Accounts
Division at 214/653-8100.
e TEMAS EMPLOYERS

inNnsurRance
,  ABBOCIaTION

el P. Q. 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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Free trade zone . ..

Continued from page 1
policy standards),” explaining that
free zone users will be sophisti-
cated insurance buyers, risk man-
agersand their brokers, whodonot
need departmental protection,
Three hundred and onerisks are
listed in the draft regulation as can-
didates for the free trade zone.
The minimum policy standard
provision and a following section
prohibiting rates that are “exces-
sive, inadequate, unfairly discrimi-
natory, destructive of competition
or detrimental to the solvency of
insurers” imply that the depart-
ment can implement rate and form
regulation and violate the spirit of
the law, said INA’s Mr. Eisenstadt.
Free trade zone legislation,
which was signed into law in July
along with the bill allowing for cre-
ation of the New York Insurance
Exchange, permits insurers to un-

derwrite unusual or hard to place
risks or risks producing annual
premium in excess of $100,000
without regulatory approval on
rates or forms.

Claims made outlawed

Mr. Foley charged that the mini-
mum policy standard would lead
potential free zone business else-
where. The provision could force
insureds to purchase coverages
they do not want so they would
choose instead to use unadmitted
markets, such as Lloyd’s, he ex-
plained.

One form of coverage that Mr.
Foley said would be outlawed was
“claims made” liability policies.
This is the only form of medical
malpractice coverage that rein-
surers are willing to write, he
added.

However, Mr. Lewis responded
that he saw nothing in the regula-
tion that would prohibit the
“claims made” form from being
used for free zone policies.

But, Marsh & McLennan execu-
tive vp Robert Clements dis-
agreed, explaining that because
“claims made” form is prohibited
under present insurance regula-
tions, it would be prohibited in the
free trade zone.

The superintendent has yet to
convince anyone in the insurance
community that the regulation can
be interpreted any other way, he
explained.

Recognizing the insurance
department’s concern for protect-
ing the buying public from decep-
tively written policies, Mr. Clem-
ents told Business Insurance: “No-
body wants the free trade zone to
be a home for disreputable insur-
ers, but the regulation seems to be
overkill.”

The problems concerning the su-
perintendent can be dealt with in

other ways, he added.

“The general tenor of the pro-
posed regulation is that it seems to
reflect a philosophy of regulation
on the part of the insurance depart-
ment which is inconsistent with
the concept of the free trade zone,”
said Edith F. Lichota, chairman of
the RIMS governmental affairs
committee.

“Where arisk falls within the cri-
teria of size or hard to place nature,
it seems to me that some of thereg-
ulatory effort being expended by
the superintendent under these
proposed regulations would be ex-
cessive and unnecessary,” she
added.

Telegrams to Carey

Several brokers and the Insur-
ance Brokers Assn. of the State of
New York sent telegrams to Gov.
Hugh Carey and superintendent
Lewis protesting the draft. Insur-
ance Brokers Assn. president
Thomas A. Clark Jr. called the
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HMQO? Health Maintenance Organization. It is
a health care plan that offers employers and
employees an alternative to existing croup
insurance programs.

HMOs can provide quality healtr care
at a reasonable cost. This is one of the

By making HMO membership available to
employees, employers may receive benefits
of their own—improved morale, lower
absentezism, and less rapidly rising costs.

Prudential has a rmanagerial role in four
HMQs—the South Shore Health Plan and

reasons why Prudential actively supports tha
HMO concept.

HMOs provide broad coverage for
services when you need them—in or out of
the hospital—and at minimum out-of-pocket
cost. HMOs emphasize health education,
preventive care and outpatient treatment.
QOutpatient treatment is less expensive
than hospital treatment and, in many cases,
can be medically more appropriate.

Central Essex Health Plan in New Jersey,
Prucare in Texas, and the Rhode Island Group
Health Association.These HMOs have
already helped thousands receive the health
care they need.

Prudential is in the business of serving
people. When an idea comes along that
can help people, the Rock puts its weight
behind t. HMO—an alternate health care
plan you can feel right at home with.

(® Prudential

Group Insurance

draft regulation “completely con-
trary to the philosophy which gave
birth to this legislation.”

“It appears that the regulators
have conspired to undo all the
good you and superintendent Lew-
is had projected when backing the
enabling legislation,” Robert L.
Sanford of Smyth, Sanford &
Gerard told the governor.

“Ifthe free zoneis to generate the
desired employment opportuni-
ties and have the envisioned signif-
icant impact on our industry, it
must not be encumbered by un-
necessary regulation.”

George Mulligan of the Ameri-
can Insurance Assn. attacked the
regulation’s provision requiring
use of reinsurers licensed in the
free zone to obtain credit in deter-
mining the amount of premium a
trade zone insurer could write in
relation to its surplus.

“If Regulation 20 (which permits

insurers to receive credit for regu-
lar business ceded to nonadmitted
reinsurers) is adequate for domes-
tic insurers, it should be adequate
for trade zone insurers,” he said.

Other limits

The free zone insurer’s aggregate
net premium, or gross premium
less credited reinsurance cedings,
is the basis for determining how
much free zone business a com-
pany can write.

The regulation limits free zone
writings to the greater of 20% of an
insurer’s surplus or the amount
that produces a sum not greater
than twice its surplus when com-
bined with a company’s other net
premiums.

No insurer would be permitted
to write more than 25% of'its total
aggregate net premium in the free
zone unless it chooses to write
solely free zone business under a
plan approved by the superinten-
dent of insurance.

Others who presented testimony
asked for a clearer definition of
what constitutes a free zonerisk. In
addition, there were several re-
quests for changes in the language
used to describe some of the un-
usual classes of risk included in the
appendix to the regulation.

RIMS' Edith Lichota said special
risks should be described in more
general terms to prevent the list
from being interpreted asrigid and
the exclusive form of identifica-
tion for risks that could be written
in the free zone.

William Berry, an economic af-
fairs aide to Gov. Carey, said the
insurance industry was ‘‘over-
reacting” to the draft.

While conceding that the draft
regulation could represent over-
regulation, Mr. Berry said critics
should wait until the final form is
released before protesting since
the public hearing was a forum for
input into the process that was
likely to result in changes being
made.

Superintendent Lewis said the
department intends to respond to
some of the objections raised at the
hearing particularly to clear up am-
biguities regarding limitations on
writings in the free zone and the
definition of risk.

But, he added that there will still
be somerestrictions on theamount
of free zone business companies
could write to prevent the free zone
from being used to siphon off sur-
plus that would otherwise go for
personal lines policies. =

Want the most

Pension benefits depend to a
large extent on your field of work,
says the American Council of Life
Insurance. Citing a study by The
Conference Board, the council
notes that the most generous pen-
sions in the private business sector
of the economy are paid by the
banking and insurance industries,
followed by utilities and manufac-
turing. Retail trade businesses are
the least generous.



FASB . ..
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when the board asked for com-
ments on its first 12 accounting
standards as part of a review of its
work. Though the deadline for
comments was Aug. 15, letters
were still arriving at the FASB
Stamford headquarters at the end
of August.

Among the 144 letters received
by then, 125 commented on stan-
dard No. 8 governing foreign cur-
rency translation while 44 ad-
dressed No. 5. The overwhelming
majority of letters objected to the
standards. Nearly all the financial
executives who wrote to the board
on No. 5 asked that the standard be
amended to permit accruals for
self-insurance reserves. Insurance
company executives tended to pe-
tition for the right to accrue catas-
trophe reserves.

The few who asked the board not
to amend standard No. 5 included
the Reinsurance Assn. of America
and the National Assn. of Indepen-
dent Insurers. One risk manager
conjectured the reinsurers want in-
surance companies to buy reinsur-
ance against catastrophes instead
of being premitted to accrue re-
serves to cover them. The NAIl ap-
parently appreciates the standard
as an accounting deterrent to self-
insurance among corporations,

even though the standard prevents .

insurers from accruing catastro-
phe reserves, he said.

But treasurers and controllers of
some of the largest corporations in
Americarepeatedly criticized stan-
dard No. 5 for not recognizing an-
nual charges against income for
self-insurancereserves asvalidasa
charge against income for insur-
ance policies. They asked that the
accounting treatment be consis-
tent regardless of whether losses
are insured or self-insured.

“Whether a company buys insur-
ance or self-insures its risks is irrel-

evant,” maintained B. F. Goodrich -’

Co. controller Stephen A. Willey.
“The decision to self-insure rather
than purchase insurance is an eco-
nomic decision, not an accounting
decision.”

“The accounting distinction fails
torecognizethe only differenceisa
financing one in which the self-
insurer has the use of funds priorto
claims settlement instead ofthein-
surance company,” argued Ho-
ward Johnson Co. treasurer Edgar
L. Andlauer. “In. either case, the
losses will be paid by the enter-
prise and the cost should be recog-
nized in the same accounting pe-
riod regardless of the method of
loss settlement.”

The method of accounting for
self-insurance dictated by stan-
dard No. 5 so unfairly penalizes the
self-insured, the corporate execu-:
tives complained, that it forces
companies to buy insurance.
“Statement No. 5 has abolished
self-insurance,” declared Ameri-
can Express senior vp Allen B.
Richards.

When a company has a “reason-
able dispersion of risk and a rea-
sonably predictable pattern or ex-
pectation of loss, it is often finan-
cially advantageous to selfiinsure
rather than to buy purchased in-
surance,” explained E.I. DuPont
comptroller C.R. Minix. “When
companies are prevented from ac-
cruing self-insurance reserves un-
der these conditions, they must re-
cord the losses as they occur, indis-
criminately.”

Companies want to avoid the sig-

nificant fluctuations in earnings

from one period to the next that
can result from this accounting
procedure because “this diversity
can be misleading. to financial
statement users who prefer the
more stable earnings that would be
reported by a company which pur-
hased insurance,” explained a

statement from Stauffer Chemical
Co. “The resulting effect upon the
market price of self-insurers secu-
rities may force that company ‘to
purchase insurance coverage even
though, aside from FASB 5, this
g;zrchase isnot economically feasi-

e-”

It would be more accurate if the

self-insurer could charge each pe--

riod for its proportionate share of
the cost of self-assuming risk in-
stead of paying for a self-insured
loss as it oceurs since “large losses
oceur in a frequency that tran-
scends more than one accounting
period,” suggested American Ba-
keries’ Mr. Lesieutre.

This change in the accounting
standard would also improve the
comparability of financial state-
ments of insured and self-insured
companies, executives said. “We
see no reason that comparability
between enterprises should suffer
since these transactions do not dif-
fer in economic substance,” said
Citicorp vp James M. Hoppe.

Corporations aren’t asking for
an amended standard just for
convenience’s sake, but out of
necessity, it was pleaded. “Self-
insurance accounting can be a ne-
cessity when one cannot obtain
coverage from an insurance carrier
due to loss history or extreme
risk,” said H.C. Knortz, comptrol-
ler for International Telephone &
Telegraph. :

Since corporations are permit-
ted to reserve, for example, for bad
debts, they should also be allowed
to reserve for property and casu-
alty losses, it was reasoned.

These same points were argued
by financial executives when the
board released a draft of standard
No. 5, but the board was not per-
suaded then to amend the stan-
dard. “It sounds like they haven’t
accepted or read the board’s ra-
tionale for the standard,” observed
an FASB staff project manager
who has read the letters. “Many
have not addressed the board’s ra-

business insurance, September 4, 1978/ 55

tionale for the standard.”
“Basically, these are the same
comments I made before,” agreed
Howard Johnson’s Mr, Andlauer.
“I still. think there is a fallacy in
their reasoning that if you insure
you can spread the cost of losses,

.but if you self-insure you can’t.”

Howard Johnson is not self-
insuring risks on its 700 restau-
rants as much as it wants becausge
of FASB standard No. 5 Mr.
Andlauer said. However, it is mov-
ing toward self-insuring workers
compensation, a risk that is not
subject to the standard.

Even under its current deducti-
bles, Howard Johnson could suffer
losses that would affect its profit
and loss statement, Mr. Andlauer
admitted. “It takes a lot of guts to
maximize costs over the long run
through = self-insurance because
you have to consider the stock-
holders who look at earnings per
share,” he observed. A stockholder
who sees a drop in earnings in one
year because ofa loss isn’t going to

remember the higher earnings in
Previous years when there weren’t
any losses.

But FASB standard No. 5 holds
that self-insurance does not pro-
vide the same protection from loss
that the purchase of insurance
does. “Earnings fluctuations are
inherent in risk retention and they
should be reported as they occur,”
the board said in an appendix to
the standard. “The board cannot
sanction the use of an accounting
procedure to create the illusion of
protection from risk when, in fact,
protection does not exist.”

Howard T. Weber, director of.a
heavily self-insured program at 3M
Co. in St. Paul, agrees.

The purpose of the standard is to
prevent a corporation from stash-
ing away profits in good years to
use in bad years to smooth earn-
ings and to mislead stockholders,
Mr. Weber noted. “Whether it’s
concerning operations or an unin-
sured loss, it's just as wrong to mis-

Continued on following page

The most up-to-date “how to do it” working tool for financial officers,
risk and insurance managers of corporations and others involved in
the field of risk and insurance management.

risk mana
reports

Here is the information service that answers the reference
needs. of everyone in the risk management field.

Risk Management Reports are
brought to you by experts in the field.

The editor of Risk Management Reports

is H. Felix Klaman, president of.his own

consulting firm, Risk Planning Group. He

is assisted by Myrna S. Briskin, assist-

ant editor and an editorial advisory

board including Jean-Paul Decottig-

nies, Risk Factoring, S.a.r.L.; Peter

Downes, American Trading & Produc-

tion Corporation; Paul B. Ingrey, Pru-

dential Reinsurance Company; Peter

Law, U.S. Industries; Stanley. R. Tarr,

Rutgers University; - Stefan -J. Valovic,

Stone & Webster Engineering Corpora-
tion. Other experts from insurance coms-

panies, brokers and safety consultants
will, from time to time, participate-in the
preparation of specific reports.

gement

published by BUSINESS INSURANCE

¢ Exposure Identification/Risk Analysis
* Risk Management Administration

Risk Management Reports—six times a year—hones in on
topics of current, critical concern in four major risk manage-
ment categories:

® Risk Control
e Risk Finance

Each topical issue is thoroughly researched with information
drawn from the writers and their staff's close contact with a
broad spectrum of companies and institutions in the U.S: and
abroad.

Within these comprehensive one-subject reviews, practical
suggestions and techniques put solid theory into workable
practice.

You'll find this practicality evident in new subjects and in up-
dates on tdpics of long term interest which require reapprais-
als, rethinking. You'll find it, too, in the Current Comment sec-
tion- with its-wide-ranging reports on all facets of risk man-
agement. Here in many cases, you'll be alerted to developing
exposures . .. before financial loss.

Risk Management Reports comprise an invaluable library of in-
formation you need and you'll use. For this reason, a sturdy
vinyl binder accompanies your first report-and a.cumulative in-
dex is part of the service.

Mail to: Risk Management Reports
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FASB . . .

Continued from preceding page
lead thestockholders,” heinsisted.

However, FASB standard No. §
actually improves the reserving
posture of a corporation, Mr. We-
ber stressed. “A close, technical
adherence to FASB 5 will require
the establishment of far more re-
serves than most companies ever
have maintained or now main-
tain.”

There isn’t anything else 3M
would self-insure or take a higher
deductible on than it does now ifit
could reserve against the un-
known, Mr. Weber said. But, he
noted, 3M takes advantage of in-
surance company subsidiaries and
participates in the reinsurance fa-
cility CIRCL. “Without those, I
might have adifferent opinion,” he
admitted.

In addition, it seems not every
company that abandons a self-
insured program is doing so out of
an aversion to FASB standard Neo.
5. Don Hansen, director of insur-
ance for United Airlines, for exam-
ple, dropped its $10 million aggre-
gate hulldeductible this July to the
minimum deductible of $100,000
for narrow-bodied crafts and
$200,000 for wide-bodied crafts pri-
marily because of the improved
markets.

This is quite a different view
from that presented in a le:ter to
the FASB by former United risk
manager Waller Smith. Now avp of
Rollins Burdick Hunter Co., Mr.
Smith said in his July 19 letter that
FASB standard No. 5 “in a single
blow destroyed a plan in operation
for 30 years . . . the ultimate goal of
which was total self-insurance of
aircraft by United.”

Mr. Smith maintains that when

United eliminated its $32million in
accrued reserves in 1976 as adirect
result of FASB standard No. 5, the
self-insurance program was effec-
tively killed.

Although United apparently did
not shift to a nearly fully insured
programuntiljust two monthsago,
the airline made in 1976 what Mr.
Smith describes as ‘“‘significant re-
visions” in its insurance program.
United negotiated a plan with its
London insurers that he won't re-
vealthedetails of except to say that
it involved lower deductibles than
the $16 million retention pre-
viously held.

The comments submitted to the
board will be reviewed by the
FASB staff. The staff analysis
won't be sent to the board until at
least early November. The board
then could decide the standard
should stand as written, or that it
wants more information oritcould
amend the standard. =

Tenerife. . .

Continued from page 1

amounts to be awarded in the re-
maining lawsuits, according to Da-
niel F. Hayes, an associate of the
Krause law firm.

By comparison, a total of
$62,268,750 was paid to 1,123 claim-
ants for the deaths of 340 persons
in the 1974 crash of a Turkish Air-
lines DC10 near Paris, previously
the worst airline disaster.

The claims settlements in the
Tenerife crash have moved
quickly, aided by several agree-
ments among the parties involved.

For instance, Pan Am and KLM
have decided not to contest their
liability and therelatives of victims
have agreed not to press for puni-
tive damage awards.

Therefore, settlements have fo-
cused only the amount of damages

classified advertising

RATES AND CLOSING TIME: $3.00 per line, minimum charge $15.00. Cash
with order. Figure all cap lines (maximum—two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago office not later than noon, Friday, 10 days preceding publica-
tion date. Published every other Monday. Display classified takes card
rate of $33.25 per column inch, and card discounts on size and fre-

quency. Mail ads to Business Insurance, classified advertising dept., |

740 N. Rush St., Chicago, Illinois 60611.

HELP WANTED

HELP WANTED

INSURANCE AGENCY—P&C SALES
Multi-Line Agency needs experienced
Commercial Property & Casualty orient-
ated person for account service and de-
velopment. Salary open compensation de-
pends upon experience. Excellent em-
ployee benefits. Send resume to: P.O.
Box 6717 Duluth, MN 55806. Replys Con-
fidential.

INSURANCE MANAGER
Excellent career opportunity with a
Fortune 500 company located in a maijor
midwestern city. You should be degreed
with a minimum of 5 years property and
casualty insurance experience. Company
offers a competitive salary based on
experlence and accomplishments and a
comprehensive benefit program. Send
resume including salary expectations in
complete confidence to:

Box 179, BUSINESS INSURANCE
740 Rush St., Chicago il 60611

CLAIMS ADMINISTRATOR

With underwriting experience for heavy-
haul motor carrier located in the Midwest
with an annual volume of approximately
8-million. Will work out of Corporate
Office coordinating activities with inde-
pendent adjusters. Benefits ineclude profit
sharing. Salary commensurate with ex-
perience. Send resume and salary history
to:

Personnel Director
International Transport, Inc.
2450 Marion Road Southeast
Rochester, MN 55901
An Equal Opportunity Employer
Commercial Property Supervisor
Large agency in Rochester, N.Y. area has
an excellent career opportunity for an
experienced property underwriter. Liberal
benefits. Salary based on experience. Send
resume to:
Bex 180, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 40611

()

Buffalo Reinsurance Company

Los Angeles
Chicago
New York City
San Francisco

Our expansion has created the need for Casualty
Facultative Reinsurance Underwriters in these offices,

We are seeking individuals with three years direct primary
underwriting experience with a large company or five
years of such experience with a smaller company.
Experience should be in underwriting, not brokerage or
production. Reinsurance underwriting experience is
helpful but not required. Salary for these positions is

open.

If you meet these requirements and want to join a
dynamic, highly motivated staff, please submit your
resume with salary requirement to:

Ralph W. McMahon
Personnel Director
Buffalo Reinsurance Company
4201 Wilshire Blvd.

Los Angeles, CA 90010

An Equal Employment Affirmative Action Employer

CHARTER
FOR SALE

Insurance Company Charter, (Liabil-
ity Free) for sale. Company presently
licensed for all lines except life and
title in MNo-th-eastern home state
only. <
Seller can provide managing services
at option of buyer.

Box 178, BUSINESS INSURANCE
740 Rush 5t., Chicago, Ill. 60611

e e
CORPORATE INSURANCE
CLAIMS MANAGER

This is an excellent career opportunity
with United Airlines for an individual
who has strong legal expertise in the
insurance claims area. Qualified candi-
date will coordinate appropriate defense
efforts for third party legal liability
claims and direct our self-insured work-
er's compensation program in twenty
states. To qualify, you should have a
degree (LLB or JD preferred) and an
extensive background in third party
liability and worker’'s compensation
claims. Located in an attractive suburb
of Chicago, this position offers excellent
compensation and benefits (including
travel benefits for employees and their
immediate families). Send detailed res.
ume with salary history, in confidence
to:

Ray W. Peacoe
Employment Manager
UNITED AIRLINES

P.0. Box 66100

Chicago, Ill. 60666
An Equal Opportunity Employer

Account Executives
Commercial Underwriters

Producers

We specialize in Agency & Brokerage
personnel recruitment and placement
nationwide. Numerous openings exist.
Please write or call us for further
information about opportunities. Your
name would not be released to clients
without your approval. All our fees

are paid by client companies.

INSURANCE PERSONNEL RESOURCES
2970 Peachiree Rood N W + Suite 622
Aanta, Georgre I0305 « (404) 2622972

ATTENTION
INSURANCE
PROFESSIONALS

Southeast Risk Management and
Consulting firm seeks an insurance
professional with strong Casualty
and/ar Property background to serv-
ice present clientele and develop
new ones in and around a large
Southeastern city. Mandatory re:
quirements incilude a minimum of
8 years experience in the Business
and Commercial Casualty or Proper-
ty field as well as some successful
sales experience. Position requires
unquestioned integrity and an inven-
tive mind. Salary open; Excellent
Benefits; Ownership  opportunity.
Resumes in confidence to Glen E.
Pehl, President, Industrial Insurance
Management Corporation, P. O, Box
18308, Charlotte, North Carolina
28218.

finance would be useful.

opportunity.

fidence.

RISK MANAGEMENT
INSURANCE CLAIMS

A basic materials Fortune 500 company in Ohio re-
quires an INSURANCE PROFESSIONAL to manage all
property and multi-line casualty claims including
some workers' compensation.

An educational background in business administration
and law would be ideal, while other business experi-
ence in loss prevention engineering, accounting or

Here is an unusually good assignment for an experi-
enced insurance person to handle all fortuitous busi-
ness claims. Someone who has negotiated contracts
for a major insurer, a broker, or a corporate risk orga- |
nization would be very interested in this rewarding

We need a resourceful, pleasantly assertive communi-
cator who can establish a close working relationship
with all levels of management. The company offers
an excellent salary and exceptional benefits. All in-
quiries are protected. Please send your resume in con-

DIRECTOR OF RISK MANAGEMENT

Box 177, BUSINESS INSURANCE

740 Rush St., Chicago, lll. 60611
an equal opportunity employer

to be awarded rather than contest-
ing who is to blame.

In a related agreement, the par-
ties involved have tentatively
agreed to share blame by paying
the claim settlements based on a
fixed percentage.

According to a KLLMlegal source
in New York, KLM will pay the
greatest percentage of the settle-
ments, 40% Pan Am's share is 30%,
while Spanish air control authori-
ties will pay 20% and Boeing Co.,
which builds the 747 aircraft, 10%.

The disaster occurred 1% years
ago in Tenerife, when the two
planes were preparing for depar-
ture to Las Palmas, a Carnary Is-
land. They had been diverted from
landing there because a bomb had
exploded at the Las Palmas air-
port.

The Pan Am jet was taxiing into
position when it was hit broadside
by the KLLM 747, which was travel-
ing down the runway at its full
takeoff speed of 165 miles an hour.

Air traffic controllers had told
the Dutch KLM pilot not to begin
takeoff. It has been speculated that
the Dutch pilot may not have un-
derstood the English spoken by
the controllers, although English is
the international language for air
traffic control.

Liability insurance coverage for
the two airlines is based chiefly in
Lloyd’s of London.

For KLM, Lloyd’s is the lead un-
derwriter and the “heaviest” car-
rier involved, said Sarah Me-
Donald, insurance supervisor in
KLM's New York office. The Bo-
wring London brokerage firm
placed the insurance.

A Dutch underwriting pool is
also believed to share some of the
KLM liability risk.

For Pan Am’s liability insurance,
Lloyd’s provides 45% of the cover-
age, according to Pan Am’s broker
James Goulard, a vp at the Parker
Aviation division of Frank B. Hall.
The two largest aviation pools in
the U.S., Associated Aviation Un-
derwriters and U.S. Aircraft Insur-
ance Group, each had a 20% share.
The remaining 15% was written by
Paris-based Robert Malatier, a part
of the French group La Concorde.

.Limits of liability insurance for
either airline were not disclosed.

The possibility of further litiga-
tion arising among the insurers af-
ter the claims have been paid has
been raised by several parties.

Stephen Feron of Condon & For-
sythe, the law firm that repre-
sented KLM in the Johnson trial,
said it was a “good possibility” that
insurers would sue each other
based on belief that their share of
the payments was in excess of their
fault.

But broker Mr. Goulard dis-
counted the possibility, explaining
that the aviation insurance market
is “acting as a worldwide commu-
nity and that all are involved in the
same pot.

“They're just trying to settle it as
effectively and efficiently as poss-
ible,” Mr. Goulard said.

All lawsuits resulting from
Tenerife have been consolidated
under Judge Robert Ward in fed-
eral court in the southern district
of New York. Pre-trial business,
such as the taking of depositions,
will take place in New York. After-
ward, however, the cases will be
transferred to their respective lo-
cale.

Most of the lawsuits will be tried
in the central district of California.

The next case to be tried involves
a 26-year-old single girl.

Although the awarding of puni-
tive damages has been ruled out,
most of the passengers were from
either California or Oregon, where
state law prohibits the awarding of
damages in such cases.

The Krause law.-firm had re-
quested that punitive damages be
considered for a Massachutsetts
resident killed in the crash, but
Judge Ward overruled the
request. [
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Experts fo probe latest communication methods

CHICAGO—A roster of 22 ex-
perts including benefits consul-
tants, communications specialists
and corporate benefit managers
highlights the second annual Busi-
ness Insurance Employe Benefit
Communications Conferenceto be
held here Nov. 13 and 14.

The conference is designed to
provide those involved in benefit
communications with working
sessions and problem-solving
meetings on the latest communi-
cation techniques being used to ef-
fectively convey employe benefit
messages to workers and to help
managers take home ideas useful
in tackling their own benefit com-
munications problems.

To these ends, Business Insur-
ance has scheduled 16 concurrent
sessions led by 13 outstanding em-
ploye benefit communications
consultants to analyze and discuss
in smaller groups materials being
used by the registrants them-
selves, who will be invited to sub-
mit their communications pro-
grams ahead of time. Participants
will also be able to compare their
programs to those of similar firms.

Concurrent sessions will probe
and analyze the different media
that can be used to transmit benefit
information to employes, includ-
ing audio-visual techniques, book-
lets, personalized correspondence,
computerized statements and spe-
cial projects.

One group of concurrent ses-
sions will involve small-group
problem solving, using a case
study approach to planning and
implementing an effective benefit
communications program.

Registrants will be invited to
participate in two audio-visual
screening and critique sessions
where they will judge the effective-
ness of several audio-visual com-

Program

® Supervisors—yourkeys
to effective communica-
tion?

® Surveys—how to tap
employe feedback.

® Developing a winning
audio-visual program—how
we did it.

® Howdoes your program
stack up? Bring itand see ...

® You be the judge I.

® Can you solve this prob-
lem?

® You be the judge IL

® Media close-up: How to
best use your tools.

¢ Developing a winning
print program—how we did
it.

® White vs. blue—effect of
collar color on communica-
tions.

TPF&C, Stennes

plan merger

NEW YORK—International
management consultants Towers,

Perrin, Forster & Crosby will.

merge with Stennes & Associates,
an actuarial consulting firm head-
quartered in Minneapolis.
TPF&C has offices in 22 cities
while Stennes has operations in

Des Moines, Iowa, and Lincoln,.

Neb., in addition to Minneapolis.
Stennes employed astaffof70. The
move is designed to increase
TPF&C’s ability to provide ser-
vices to the insurance industry.
The combined firm will operate
under the TPF&C name. s

munications programs. Discus-
sion will be led by Herbert Zeltner,
a New York City-based communi-
cations expert who heads his own
consulting company in the market-
ing and communications field.
Several corporate benefit man-
agers with differing views and a
benefit consultant will debate
whether employe benefits should
be communicated differently to
hourly and salaried employes.
Squaring off on this subject are
David C. Wineland of Armco Inc.,
D. Bruce Sidebotham of General
Tire & Rubber Co. and George F.
Way with Buck Consultants Inc.

Presenting and discussing their
winning audio-visual and print
communications programs will be

Harold L. Hudson of Revlon Inc.
and Meg Franklin of Levi Strauss
& Co.

Several general sessions are
planned to discuss two subjects of
broad concern to benefit com-
municators: Using supervisors to
inform employes about their bene-
fit programs and surveying em-
ployes to determine attitudes
about benefits and to determine
the effectiveness of ongoing com-
munications programs. Clay Hurst
of Olanie Hurst & Hemrich will be
Jjoined by Kelly Coy of that same
firm to discuss techniques of com-
municating with supervisors and
encouraging communications be-
tween employes and supervisors
where benefits are concerned.

John Kerney Jr. of Kwasha Lip-

ton will present alternative ap-
proaches to surveying employes
on their attitudes and knowledge
about benefits. He’ll discuss the
importance of getting accurate
feedback from the workforce.

Concurrent sessions during the
two-day conference will be led by
consultants from around the coun-
try, including R. Craig Fulford of
Southern Employe Communica-
tions, Dennis B. McKoy of John-
son & Higgins, David M. Glad-
stone of Hazlehurst & Associates,
Gary L. Bradshaw of Wyatt Co., Pe-
ter A. Danielson of Benefit Consul-
tants Inc., Russell J. Alberding and
Dorothy D. Zinck of A.S. Hansen
Ine., Nanci A, Healy of Frank B.
Hall & Co., Donald L. Sheppard of

William M. Mercer Litd., Ira Kerns
of The Creative Establishment
Inc., Lee A. Carlson of the Benfo
division of M&R /Services and Ju-
gith A. Karam of Martin E. Segal

0.

The registration fee for the con-
ference is $295, Attendance is lim-
ited. Group discounts are offered
for companies sending more than
one representative; after the first
registration, the fee is 10% lower
for others registering at the same
time. The conference is to be held
at the Marriott Motor Hotel near
O’Hare Airport.

For more information or toregis-
ter, contact Taylor Lucas, Crain
Education Division, 740 N. Rush
St., Chicago, Il1. 60611, or call (312)
649-5242. .

Before they ask you about

dental care

programs, ask us. Last year

4,114 benefit managers did.

Last year thousands of employee benefit
managers contacted the American Dental
Association for information on dental benefit

plans. Why?:

Dental care plans are a rapidly growing
employee benefit—from two million people
covered in 1965 to an estimated 48 million today.
Employers and union officials recognize dental
plans as a worthwhile employee benefit.

Further, the American Dental Association has
experience gained from longstanding cooperation
with the nation’s largest carriers and purchasers

of dental insurance.

We can help you better understand dental care
and make the right decisions for your company

and your employees.

Return this coupon, and we'll send you a
package of useful background information-on

dental prepayment.

If you are considering a dental plan for your
company, or presently have coverage, we believe
you will find this information important. Please

send the coupon to: James Y. Marshall, Council
on Dental Care Programs, American Dental
Association, 211 East Chicago Avenue, Chicago,

Illinois 60611,

r-———-----—-—---ﬁ—---—--ﬂ—--

For your information kit send this coupon to; Bl 9/4/78

James Y. Marshall
American Dental Association

211 East Chicago Avenue
Chicago, lllinois 60611

Name

Council on Dental Care Programs

a
a

Title

Phone

Company

Address

City State

Zip

Number of employees

Presently have a dental plan? Yes

rﬁ---_--—-- G S e
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Missouri upholds

forced retirement

JEFFERSON CITY—The Mis-
souri Supreme Court has upheld a
state statute requiring mandatory
retirement for magistrates and pro-
bate judges at age 70.

The court said a mandatory re-
tirement age is a legitimate at-

tempt to insure the fitness of the
judiciary as well as the continued
competency of the judicial system.
In -addition, mandatory retire-
ment increases the opportunity for
qualified persons to become a part
of the judiciary and permits or-
derly attrition through retirement.
The retirement provision also
eases establishing and adminis-
tering judges’ pension plans.

disaster-proof.

anyone else.

Frelinghuysen livestock insurance
keeps YOU and YOUR customers

Disaster—proof!

With the costs of livestock what they are these days,
customers can't afford to take chances on anything
less than Frelinghuysen livestock insurance. And
neither can a broker! Frelinghuysen keeps you both

You want to deal with a livestock insurance company,
a company who specializes in livestock insurance.
. Frelinghuysen just about invented it. Livestock in-
surance is all we write, so we handle it better than

And we're fast! We get out policies within 48 hours

after we're notified. Settle claims fast too. That's be-
cause we back our know-how with the best in service.

Which is why, we suppose, that in livestock circles
the name for insurance is Frelinghuysen.

P.0.Box 185, U.S.Route 22, Whitehouse Station, N.J. 08889

s ":;o The Frelinghuysen Livestock Managers,inc.
Telephone: (201) 5344027

people

Bowman joins LA authority
CBS promotes 2 in insurance

Robert W. Bowman, formerly
risk management administrator
for the Eas: Bay Municipal Utility
District in Qakland, Czlif, has
been named risk manager of the
Southern California Joint Powers
Insurance Authority in Los An-
geles courty. He will report to
the board of directors. Mr. Bow-
man had been with the East Bay
Municipal Utility District since
1974. Previously, he was liability
claims supervisor with the Com-
mercial Union in both Los Angeles
and San Francisco.

* * ok

At CBS Inc. in New York,
Beverly P. Critz, 31, has been ap-
pointed assistant director of insur-
ance, respcnsible for administra-
tion of the company’s general in-
surance program. Ms. Critz has
been manager, general insurance.
Replacing her in a reorganization
of the department is Dorothy Be-
live Griffith as manager of insur-
ance. She develops and imple-
ments asset protection controls,
underwriting data, safety recom-
mendations and loss prevention
reports. Ms. Griffith previously
was an insurance analyst. That po-
sition hasn't been filled.

* & ok

In a newly created risk manage-
ment post in Pinellas County, Fla.,
Robert J. Ellis, 40, has been ap-
pointed risk and loss prevention

manager. He's in charge of de-
veloping a self-insurance program
for most coverages except for
boiler machinery and property in-
surance. In addition, his responsi-
bilities include risk financing tech-
niques; risk treatment alterna-
tives: risk retention levels; funding
for workers compensation, lifeand
health coverages, and manage-
ment of safety and fire protection
programs. Mr. Ellis reports to Jo-
seph C. Elliot, director of the gen-
eral services department. Pre-
viously, Mr. Ellis served in a simi-
lar position in Seminole County,
Fla., where his former position
hasn’t been filled.
* ¥ *

Robert Doyle, 36, has joined
Amax Inc. in Greenwich, Conn.,as
insurance supervisor, reporting to
Robert Ryan, corporate insurance
manager. Mr. Doyle previously
worked for NL Industries in New
York as workers compensation
manager. John J. Kennedy, 53, has
been hired to replace Mr. Doyle.
Mr. Kennedy reports to John H.
Harrington, director of risk man-
agement.

* & &

James P. Weichert, 30, has
joined Moore Business Forms Inc.
in Glenview, Ill., as compensation
manager. The company has ex-
panded from its Midwest base toa
national company, creating a need

executive suite.

That's why it's sO

important to protect
yourself from damaging
losses at all employee
levels with Honesty
Insurance from F&D. 1
Ask your agent or B
broker to get you all the
facts. Do it now.

10

Can you spot an embezzler

by the color of his collar?

Embezzlement losses
are estimated in the billions
of dollars and they occur
in every department from
the mail room to the

Fidelity
and Deposit Co.

Nation's pioneer bonding experts >
Baltimore, Maryland 21203

for this position. Mr. Weichert is
responsible for the design, devel-
opment and administration of all
wage/salary programs and em-
ploye benefits. He previously was
staff assistant-compensation and
benefits for FMC Corp. in Chicago,
where he hasn’t been replaced.
* ¥ ¥

Richard A. Siegrist, 33, has left
Owens-Illinois Inc. in Toledo as
manager of insurance and claims
to join Marsh & McLennan Ine. in
Houston as an account executive.
Owens-Illinois hasn't hired a re-
placement yet.

* % %

John E. Hogue, 43, has joined
Johnson & Higgins in Houston as
an account executive after serving
as director of casualty insurance at
Farmland Industries in Kansas
City, Mo. Farmland Industries
hasn’t replaced Mr. Hogue.

* %k %

Allan H. Bader, 32, has left his
position as property analyst at Jo-
seph E. Seagram & Sons Inc.,
where his job hasn’t been filled.
Mr. Bader joined Frenkel & Co. in
New York to set up arisk manage-
ment services department for the
brokerage firm.

* kK

At Gulf State Utilities in Beau-
mont, Tex., Dennis A. Wales, 26,
has been hired as risk analyst. He
reports to Olice Steward, director
of risk management. Mr. Wales
previously was employed by Asso-
ciated Milk Producers in San Anto-
nio as an administrative assistant.
At Associated, Barbara Bessey, 35,
has been hired to replace Mr.
Wales. She reports to Leo Flies, di-

‘rector of employe relations and in-

surance.
* * *

Jerry A. Luttrell, 31, was named
insurance and regulatory compli-
ance administrator at Kolmar Lab-
oratories Inc. in Port Jervis, N.Y.
He replaces an insurance and ben-
efits manager who left in late 1977
for another job. Mr. Luttrell, who
reports to the vp and general coun-
sel for the private label cosmetics
manufacturer, is now in a restruc-
tured job in which he handles all
insurance work; product liability
claims and defense, and benefits
supervision but not benefitadmin-
istration. Mr. Luttrell worked for
just over four years for Nabisco
Inc. in East Hanover, N.J., where
he was manager of casualty insur-
ance and insurance attorney. Na-
bisco hasn’t yet named hisreplace-
ment. At Nabisco, he was also
heavily involved in product liabil-
ity claims management and de-
fense as well as contract-related
work.

% * *

Erin Oberly has been named a
consultant for Warren, McVeigh &
Griffin in San Francisco. Ms.
Oberly had been assistant director
of risk and insurance management
for Levi Strauss & Co. in San Fran-
cisco for the last three years.

*

We’d like to report on staff
changes in your risk management
or employe benefits department.
Just drop a note to Rebecca A.Fan-
nin, Business Insurance, 708 Third
Ave, NY., N.Y. 10017 or call
212-986-5050.

Beneficiaries

Over 34 million Americans will
draw benefits from Social Security
this year, says the American Coun-
c¢il of Life Insurance.



- What are
Specialty
Risks

and why will Business Insurance
publish a new highlights:
issue about them?

Many businesses-are faced with Specialty Risks situations, requiring extraor-
dinary risk management expertise and insurance Coverages. There are such

Don’t miss the boat . . . reserve your advertising space now to assure your par-
ticipation as a supplier of Specialty Risks insurance coverages in the October
30 highlights issue of Business Insurance.

business insurance

New York.. z Chicago: - Los Angeles
708 Third Avenue 740 Rush Street : 6404 Wilshire Bivd.
New York 10017 lllinois 60611 California 90048 -

(212) 986-5050 (312) 649-5275 {213) 651-3710



Ifyourpolicys
biggest feature is the bill,
that’s un-American.

At American Mutual, a major policy-service feature
is helping you train your people to spot job hazards—and
reducing losses reduces the real cost of your insurance.

We don’t duck t1e main issue: giving you total value
ininsurance. That's the American way, the American

~~ Mutual way.

A merican

ARutudl

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880
We want tc keep you safe, and sound.




