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Actuarydoubts 111'1 '
validity of U.S. :19jb
step-rate plan Al A

-NEW YORK A major con-
sulting actuaries firm has writ-
ten to the Commissioner of In-

ternal Revenue disagreeing with
proposed regulations for inte-

grating qualified step-rate pen-
sion plans with Social Security.

The Treasury proposes to set a
rate of 30% as the integration
level, instead of the 37.5% as at
present. It also proposes inte-

grating at a level which differs
by age of an employe until the
year 2006. Such a plan would

provide benefits on average 'pay
in excess of 39 different levels,

instead of $4,800 as at present.
In its letter, Arthur Stedry

Hansen Consulting Actuaries

Inc., said that the validity of the
suggested approach "seems to be
doubtful on both social and

mathematical grounds."

 review of the mathematical
p: emises, the letter says, "per-
suades us of the unsoundness

of both the assumption as to
the relative value of the em-

ployes' taxes and the assumption
as to the relative value of sup-
plemental benefits. The former is
premature, and the latter is
shown by computations to be
substantially higher than as-
sumed."

For a great many of its clients,
the letter continues, the actuar-
ial firm would have to make ad-

justments to comply with the
suggested rules and yet retain
one formula for both past and
present; future service would en-
tail "two undesirable alterna-
tives.

"It would unduly increase the
benefits of those earning less
than the Social Security wage
base in order to maintain exist-

ing levels for those earning
more, or it would decrease the
benefits of those earning more
than the social security base."

The cost of the first alterna-

tive would be substantial, the
letter points out, and for com-
panies with negotiated plans, in-
curring the cost would in effect
be mandatory, because it would
noe feasible to withdraw from
previous commitments.

It is questionable that this ap-
proach is a fair and workable
implementation of Congressional
intent, the letter states. It then
suggests alternative concepts
"which merit consideration" for

inclusion in pension integration
rules.

These proposals are to allow
employers to supplement Social
Security. •
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Repub/icans covered
A<  4I by three-/ayer po/icyr but bias risk excluded

"The GOP protected itself
from the fire perils," said Mr.
Gallagher, "by leasing the con-
vention. hall and signing an en-
dorsement releasing it from any
subrogation claims.

"The insurance companies
agreed not to sue the GOP in the
event of a fire, extended cover-

Continued on page 24
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Delegates to the Republican national convention in Miami Beach last week
were protected with a three-layer aggregate liability limit totaling
$10,300,000 written by Travelers Insurance Co. and American Home
Assurance Co. Wide World photo

GOP asks automatic

cost-of-living boosts
MIAMI BEACH-The Repub-

lican platform, hammered out at
the party's national convention
here, pledges to strengthen the
Social Security system and the
Railroad Retirement Act by pro-

viding automatic cost-of-living
adjustments.

In addition, the GOP would
permit the elderly to increase
their earnings without loss of
Social Security benefits and
would provide for post-age 65
contributions to Social Security
with deferred benefits.

The Republican plank on the
elderly also would restore the
former 100% income tax deduc-

tion for medical and drug ex-
penses for people over age 65 and
would gradually reduce the age

for universal Social Security
coverage from 72 to 65.

The Republicans would "take
steps to help improve and extend
private pension plans," but no
further details were given.

In the plank .on health, the
GOP pledged "to encourage the
broadening of private health in-
surance plans, many of which
cover hospital care only, and to
review the operation of govern-
ment hospital care programs in
order to encourage more patients
to utilize nonhospital facilities."

In a section on the poor, the
Republicans said they "support
action by the state, with Federal
reinsurance, to help provide cov-
erage for homes and small busi-
nesses against damage and fire
caused by riots."

President Johnson, however,
may have lessened need for this
proposal by signing a bill to set
up federal reinsurance pools. •

MIAMI BEACH-While thou-

sands of frenzied conventioneers,
accompanied by brass bands and
marching elephants, huddled
with political bigwigs, the insur-
ance industry, with far less en-
thusiasm, quietly counted its cap-
ital and made coverage available
for the 1968 Republican national
convention held here last week.

As far back as last November,
long before the political hordes

converged here to nominate a
flagbearer, underwriters and
GOP planners were bargaining
for coverage for the quadrennial
spectacle.

Travelers Insurance Co., Hart-
ford, and American Home As-
surance Co., New York, with an

aggregate liability limit totaling
$10,300,000-far in excess of the
$3,000,000 required by the City of
Miami-placed the coverage for
the GOP, effective in June.

According to Phil C. Gallagh-
er, exec vp of D. R. Mead & Co., a
local agency which worked out

the coverage with the GOP and
the insurers, a primary layer of
$300,000 bodily injury and $50,-
000 property damage was pro-
vided by Travelers, with the first
excess layer of $5,000,000 written
by American Home.

. THE INSURANCE was ex-

tremely difficult to place," said
Mr. Gallagher, "because of the
nature of the risk and a lack of

interest by most U.S. insurance
companies."

The liability insurance, which
cost the GOP about $17,500 for
the period from June through
Sept. 1, includes coverage for the
basic bodily injury, property
damage and personal injury per-
ils such as libel, slander and in-
vasion of privacy.

The three-month general lia-
bility policy specifically excludes
coverage for discrimination suits
to which the Republican party
could be exposed.

A typical risk covered in the
liability policy was the marching

elephants which greeted the con-
ventioneers at the airport or on
Collins Ave., a Miami Beach

thoroughfare lined with some of
the world's most plush hotels.

While liability insurance
proved to be the biggest problem
for the GOP, the Republican ar-
rangement committee also
worked out an agreement with
the Miami Beach convention

center releasing the committee
from any subrogation claims

filed in the event of fire loss to
the building or its contents.

The hall does not have sprin-
klers.

Amphitheatre
asks Dems for

hold harmless
CHICAGO-Coverage for the

Democratic national convention,

which opens here Aug, 26, is still
up in the air.

The management of the Inter-
national Amphitheatre, site of
the convention, has separate fire
and liability umbrella coverages

with policy limits to $20,000,000.
The Union Stock Yard &

Transit Co., owner of the giant
hall, has coverage for the entire
one-square-mile area surround-
ing the hall, including the stock
pens and plants to the west.

The company requires a min-
imum $1000,000/$300,000 liabil-
ity and $25,000 property dam-
age cover from Amphitheatre

tenants. For example, sponsors
of Print '68 carried $4,000,000
in liability coverage for their
show in the Amphitheatre earlier
this year. The tenants are re-
quired to name the Amphi-
theatre management as an addi-
tional insured and to hold it

harmless.

It is understood that the Dem-

oerats may have purchased li-
ability coverages in excess of

the minimum requirement for
the period they will occupy the
building, beginning July 25 and
running until three days after
convention ends.

The Amphitheatre manage-
ment requires certificates of in-
surance and hold harmless

agreements from news media
that have installed a great deal
of equipment in the hall.

SOME INSURANCE experts
feel that perhaps the Democrats
have been unable to obtain high
limit insurance protection simi-
lar to the Republicans ( see story
on GOP coverages above). A

spokesman for the Democratic
National Committee, in town to
arrange the convention: said the
insurance policy would be sent
from Washington.

Continued on page 24
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Sett/ement for duPont workers' kin

raises questions concerning /iabi/ity
NEW BRUNSWICK, Me.-A

settlement of $365,000 for an ac-
cident which took the lives of

two workers at an E. I. duPont

Corp. plant here left doubt over
how much liability, if any,
should be assumed by a principal
after he has handed over a proj-
ect to a subcontractor.

The workers' widows will be

paid by duPont, B. F. Shaw &
Co., a plumbing contractor, and
Fred C. Weller & Sons, an equip-
ment leasing firm.

The loss was shared by the
three firms, although duPont,
which is self insured for liability
up to $2,500,000, will pay only
$75,000.

A spokesman for the chemical

company said that $75,000 is be-

0

ing paid only because legal costs

to defend the case would proba-
bly exceed that amount.

"DuPont will not admit negli-
gence to any degree and is in-
volved in the settlement only be-
cause the accident occurred on

duPont property," he said. "It
has not been proven, or sug-
gested, that actions by any du-
Pont employe, or that conditions
at the plant, showed the com-
pany to be negligent"

BEFORE THE settlement in

Middlesex County court, Mrs.
Joseph Charmello and Mrs. Ken-
neth Bailey, who will receive
$200,000, and $165,000 respective-
ly, were paid workmen's com-

pensation insurance by Aetna

Life & Casualty Co., insurers for
Wallace J. Wilck & Co., which
employed the two workers and
was the general contractor work-
ing for duPont.

ACCORDING TO Harold A.

Sherman, a Perth Amboy attor-
ney who represented Mrs. Char-
mello, the workmen's compensa-
tion payment will be returned by
both wi(lows,

Wilck] which was not directly
involved in the settlement, was
said by Mr. Sherman to have
made a payment to duPont for
its share of the loss.

Originally, according to the at-
torney. duPont initiated a third-
party claim against Wilck which
was withdrawn. It was not

the key to Royal Globe's TOTAL ACCOUNTCONCEPT.

Special Risks experts evaluating.
Commercial Lines specialists planning.
Accident and Loss Prevention engineers
investigating. Foreign Department

personnel programming. Special

Account Controllers coordinating.

Personnel - taking a personal interest,
getting the job done. Effectively.

Efficiently. Completely.

Involvement...that's what it takes

to make Royal Globe's

TOTAL ACCOUNT CONCEPT work.

And work it does.

ROYAL»GLOBE
INSURANCE COMPANIES i You,91 nddent 1

\ *suBM //AGENT j
-=VES * F- /

known how much was paid by
Wilck to duPont.

The accident occurred when

a backhoe, a clawlike device
used to dig trenches, ran out
of control and knocked over a 48-

inch concrete pipe which fell on
the men,

Fred C. Weller & Sons, which
leased the backhoe and an opera-
tor to duPont, was held liable
together with duPont, although
there was some haggling over
whether the operator of the
backhoe was, in effect, an em-
ploye of duPont after he was
subcontracted.

According to Mr. Sherman, it
was not clearly defined in court
whether' duPont or Weller was

liable for the actions of the oper-
ator of the backhoe.

B. F. Shaw Co., the plumbing
contractor, was transporting
pipe on the backhoe. The pipe
eventually struck other pipe.
which hit the two men.

Shaw was negligent, according
to the court, because the eom-
pany did not take steps to clear
the area before transporting the
pipe. •

Air passenger
death rate up

CHICAGO-The air passenge.
death rate, computed by the So-
ciety of Actuaries on the basis of
hours flo w n by passengers
aboard domestic flights, in-
creased in 1967 to 10 deaths per
10,000,000 passenger hours. This
compares with 3 deaths in 1966.

A single disaster, however,
caused more than one-third of

the 1967 deaths when 77 passen-
gers and 5 crew members were
killed in a crash near Hender-

sonville, N.C.

The airlines had an unusually
good safety record in 1966, ac-
cording to the society, and the
1967 record actually equals the
long ternn average of 10 deaths
since 1955. The 1967 fatality rate
is slightly lower than the aver-
age of 11 deaths per 10,000,000
passenger hours during the last
nonjet years of 1955 to 1958

The actuaries' study indicates
that pilot fatality rates are much
higher in other types of civilian
flying than those for scheduled
airline pilots. •

J & H acquires
Lipscomb-Ellis

NEW YORK-Johnson & Hig-
gins, in its second merger move
in the last month, acquired the
70-year-old insurance brokerage

firm of Lipscomb-Ellis, Atlanta.
The broker will be a part of
Johnson & Higgins of Georgia.

Last month J&H merged with
Baker-Cockrell in Richmond,
Va., to form Johnson & Higgins
of Virginia.

The major national account of
Lipscomb-Ellis, it was learned, is

Coca-Cola Co. In May J&H
snared another big Atlanta . in-
sured when it got hull and liabil-

ity coverage of Delta Air lines.
Rutherford L. Ellis, chairman

and chief executive of Lipscomb-
Ellis, continues to serve J&H
in an advisory capacity. Beverly
M. DuBose, president and direc-
tor of J&H of Georgia, becomes
chairman and chief executive.

Sims Bray, president of Lips-
comb-Ellis, has been named pres-
ident of J&H of Georgia. Mr.
Bray and Joseph L. Collins, vp of
J&H of Georgia, have both been
elected to the board of J&H of

Georgia.

Frank L. Shoppe, vp of Lips-
comp-Ellis, has been named vp of
J&H of Georgia, and Lamar H,
Ellis Jr., secretary of Lipscomp-
Ellis, was elected assistant vp.

In the deal with Baker-Cock-

rell in Richmond, Thomas L.
Cockrell, formerly president of
the firm, moves up to chairman
of the new J&H of Virginia. Rob-
ert V. Hatcher Jr. is president of
the firm and James G. Baldwin is

vp and secretary. E. Massie Val-
entine is assistant secretary.

Baker-Cockrell was started in

1932 by Howell M. Baker. The
merger gives J&H its 17th U.S.
oflice; it has 37 worldwide.

Up to now J&H serviced its
Virginia clients (among whics
the Ethyl Corp, in Richmond)
out of its Philadelphia office. In
addition to Atlanta, the other
southern office of J&H is in New

Orleans.

The merger with Baker-Cock-
rell puts J&H head-to-head with
Marsh & McLennan in Rich-

mond. Several years ago Marsh
& Mac acquired the Davenport
Agency there. •

HERBERT L. JAMISON & CO.

Insurance Survey, Audit,
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Cardiacs, business interruption,
liability discussed at ABA meeting

PHILADELPHIA-A plan to
take some of the burden off em-

ployers who hire cardiac patients
gained support at an American

Bar Assn. meeting here last
week.

In advocating such a plan,
Newton Gresham, a Houston at-
torney, said employers are often
reluctant to hire heart patients

because of possible workmen's
compensation claims. that could
arise from an attack suffered

while the worker is on the job or
even away from work.

The plan backed by Mr. Gresh-
am would protect the employer
from excessive liability for sec-
ond and third attacks while still

giving the cardiac adequate bene-

fits. Under his proposal-a form
of the so-called "second injury
law" which covers loss of a sec-

ond limb in many states-the
employer would be liable for
compensation for no more than
100 weeks.

ANY ADDITIONAL benefits

would be paid out of a special
state second injury fund. New

York already has a form of this

system of recovery in operation.
Roy J. Bell, administrative di-

rector of the division of indus-

trial accidents of the California

department of industrial rela-
tions, supported the second in-
jury plan. Mr. Bell said that with

the aid of second injury funds,
which are supported by general
state revenues, heart patients
now getting benefits from such
state-supported funds as wel-
fare and aid to the handicapped

would be given much wider em-
ployment opportunities.

In discussing business inter-

ruption claims, Attorney James
I. Teague said that determining
loss of profits should always be

based on "a practical approach,
and you should remember that
included in a computation of an-
ticipated loss of net profits there
is invariably involved an antici-
pated loss of gross profit, and

gross profit brings into play fixed
charges and continuing ex-
pense."

AS AN EXAMPLE, he said,
there are times when deprecia-

tion will be a necessary element

in the computation of net profits.
Sometimes inventory write-
downs should be considered, he
explained.

"I know of no hard and fast

rule of law or rule of thumb, nor
do any of my friends in the ad-
justment business know of any
hard and fast rule of thumb, that
can be applied to every busi-
ness," Mr. Teague said. '

Regarding the expense of re-
ducing loss and res,imption of
business, almost all business in-
terruption policies provide that
the insurer would be liable, in
addition to lost profits, for fixed
charges, continuing expense and
expense necessarily incurred to
reduce the loss, Mr. Teague said.
"The only issue that could possi-

bly arise is whether or not an
expense was necessary under the
wording of the particular polify
provision," he added.

IN GENERAL, Mr. .Teague
stated, coinsurance is computed
on the same basis as is the ordi-

nary coinsurance clause, "once a
total gross loss under the busi-

Continued on page 23

Employe benefits liability cover
of Nncreasing concern' to firms

PHILADELPHIA-Employers
are showing an "increasing con-

cern" over their potential liabil-
ity involving employe benefits,
according to a Wausau, Wis., at-
torney.

As employe benefit plans con-
tinue to grow in size and scope,
more and more personnel will be

required to administer the plans,
"with the inevitable result that

more mistakes will be made and

more disputes will arise concern-

ing the rights of those covered by
the various plans," R. J. Wen-
dorff told an American Bar Assn.

meeting here.
"It can readily be seen that

these employe benefit plans and
employe counseling programs
can lead to involved claims with

potentially substantial recover-
ies against the employer," Mr.
Wendorff said. The landmark

Gediman VS. Anheuser-Busch

Inc. and other court decisions

"indicate that when a court is
confronted with one of these sit-

uations, it will react in favor of

the employe or his beneficiary."

MR. WENDORFF SAID many
employers are surprised to learn
that their ordinary comprehen-
sive liability policies don't cover

employe benefit claims. He said,
however, that such coverage is
afforded through employe bene-
fits liability insurance, which is
being written by "an increasing-
ly larger number" of insurance
cornpanies.

"Standard" forms for this type
of coverage have not yet been
developed, Mr. Wendorff noted.
Insurance for employe benefits
liability exposure is provided

either by an endorsement at-
tached to a standard liability pol-
icy or by a separate policy.

Mr. Wendorff said that a typi-
cal agreement for this type of
coverage will provide that the
insurer will "pay. on behalf of
the insured all sums which the

insured shall become legally ob-

ligated to pay as damages be-
cause loss sustained by any em-
ploye of the named insured

caused by and arising out of any
act, error or omission of the in-
sured in rendering or failing to

Continued on page 23

Riot /aw called most important
insurance /egis/ation of century

PHILADELPHIA-One of the

architects of insurance legisla-
tion designed to relieve the crisis
in the cities, signed into law by
President Johnson last week,

was Prof. Herbert S. Denenberg
of the University of Pennsyl-
vania. Mr. Denenberg has just
been appointed to the new Harry
J. Loman chair of property and

liability insurance at the Whar-
ton School of Finance and Com-
merce.

In an interview with Business

Insurance, he discussed such
topics as an automobile compen-
sation plan recently adopted by
Puerto Rico, the need for more

burglary and theft insurance in
the ghettos and group automo-
bile insurance as a union benefit.

Mr. Denenberg said that he
considered the insurance provi-
sions of the new housing law the
"most important insurance legis-
lation of this century."

Herbert S. Denenberg

The importance of this law,

he explained, "is that the burden
of placing insurance will now
fall on the industry rather than

the property owner."
In addition, Mr. Denenberg
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continued, state insurance com-

missioners and regulators will
now realize that their major re-
sponsibility is finding adequate
markets for their citizens-and

not rate structures or the sol-

vency of insurance companies.
Not everyone considers the

new legislation to be so benefi-
cial. Drew Pearson, for one, re-
cently described it as a bill the
insurance lobby helped push
through the Senate to better it-
self "in the guise of helping the
poor." He named Mr. Denenberg
as one of the lobbyists.

"AT THE SAME TIME I was

being blasted by Drew Pearson, I
was, for opposite reasons, being
bawled out by the industry for
my role as a draftsman in the
recent Puerto Rican legislation
on automobile accident compen-
sation," Mr. Denenberg said.

This law, called a social pro-
tection plan, provides benefits to

. all victims of automobile acci-
dents, whether drivers, passen-
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Le Crosse, Wis., fire depart-nent officials inspect the pulley system of a
scaffold thal fell, killing a bov, 16. and iniuring another at the Trane Co. A
window washing firm had conTracted for the iob, and as part of the pur-
c-ase 3gfeement, The wind,)0, washing company provided certificate of
irsuranc€ ard a hold harmless al,-cement, a Trane spokesman said.

Wide World photo

Blues get USW maior
medica/, up /ife $1,000

PITTSBURGH-Substantial

increase: in pensions, group life
ir.surance and medical coverages
were among the benefiss gained
by the Uni.ed Steelworkers in a
recent sett12ment with 11 major
companies. Extra vacation ray
and another annual holiday were
also part of the package

Effective August 1, 1969, pen-
si)n credits will be increased

from $5 a month per year of ser-
vice to $6.50, with a minimum
monthly pension of $195 for a
worker with 30 years' service,
regardless of age.

In the case of an enforced

plant shetdown, workers age 55
oi more will need only 15 years'
service to qualify for a full pen-
sion.

Group life insurance for all
members will be increased by
$1,000, effective August 1,1970. A
union spokesman said that "al-
though we use all the major life
insurance companies af various
locations, Metropolitan at U.S.
Steel and Equitable at Beth le-
hem Steel are probably about
tte biggest."

A NEW lIAJOR medical bene-

fit paying 30% of covered ex-
penses will be superimposed on a
bosic hcspital pclicy, efective
August 1, 1970. This coverage
w.11 be written by Blue Cross-
Blue Shield, which has the basic
printrn,·t

Commenting that this move
was "unusual," a union spokes-
man at UAW headquarters ex-
plained that "the Blues are much

more realistic and competitive
than they used to be and want to
hold their own with the major
insurance carriers."

The daily room and board rate
will also be increased from $12 a
day, on the base hospital plan, up
to the going rate for a semipri-
vate room.

LIMITED PSYCHIATRIC

care will also be included in the

major medical, "although the de-
tails haven't been worked out

yet."

However, the union spokes-
man said that details would have

to be agreed upon before the end
of this year "because we've set a
deadline for issuing descriptive
booklets of spring 1968."

A , prescription drug plan,
gained by the United Auto
Workers last fall, was not in-
cluded.

The unions won an eight-day
paid holiday per year, with the
exact date still to be determined.

A $30 vacation bonus will also be
paid for each week of regular
vacation. The unions will, how-
ever, permit the steel companies

to schedule vacations on a year-
round basis rather than during

423, 1y, n-u-1.
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Iliiiiwashington watch
Federa/ f/ood back-up may pave
-ay in other capacity prob/ems

WASHINGTON-Early this
' month the Federal govefnment

made a landmark move into the
insurance field with the estab-

lishment of a reinsurance pro-
gram for riot and ftood losses.

The program does not include
a provision to provide tax defer-
ral measures allowing insurance
cornpanies to accumulate catas-
trophic loss pools, as the Presi-
dent's panel on riot insurance
had proposed.

Nevertheless, it should still be

studied carefully 6y risk manag-
ers since it might just lay the
groundwork for such a plan or
for some other means of solving
the increasingly serious capacity
problems being faced by the
American insurance industry.

As expected, enactment of the
riot-flood reinsurance proposal
brought on the usual cries of
"creeping federalism" and lam-
entations about the insidious
crumbling of the present state-
oriented insurance system.

The real tragedy, however,
escaped most onlookers. That
is, that such moves in Wash-
ington are taking place almost
entirely without the counsel or
views of the largest insurance
consumers in the country, the
corporate insurance buyers.

A look at the record will show
that the riot-flood plans were de-
veloped with little or no testi-
mony from large insurance buy-
ers-people who, in the final
analysis, have a very large stake

in the question of the Federal
government's role in insurance.

A major question which
should be considered is whether

the Federal government could
help alleviate the increasingly
serious capacity problems being
encountered by American indus-
try. And, if so, what type of pro-
gram would be best suited for
the needs of the corporation.

A good place to start would be
to study the recently enacted riot
and flood reinsurance programs.
To be sure, these plans are not
aimed at capacity problems in
the usual sense, but they are ex-
cellent examples of programs
possible within the present fed-
eral-state-industry relationship
pattern and indicate the areas
where the various factions are

willing to give ground.
The key to the establishment

of the Federal reinsurance pro-
gram for riot-prone properties
was the fair plans idea because it
provided an acceptable means of
running a Federal reinsurance

.
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program within the framework
of the state-oriented system.

Under the new law each state
must establish a fair plan-Fair
Access to Insurance Require-
ments-in order to qualify for
the Federal reinsurance. Plans

may vary in detail from state to
state but all must meet certain

Federal requirements designed
primarily to assure access cover-
age to all inner-city properties
that can meet insurability stan-
dards, or can reach these stan-
dards after an inspection has de-
termined repairable shortcom-
ings.

THE FAIR PLAN idea was

recommended by the special
Presidential riot insurance panel
and was never seriously ques-
tioned as the basis for the final
reinsurance program. However,
the question of how much power
the Federal government would
have over these plans was a hot-
ly debated issue.

The House version of the bill
had called for complete adminis-

* tration of the FAIR plans by the
Federal government under the
secretary of Housing and Urban
Development (HUD). It had also
given the secretary the power to
cancel reinsurance rights with-
out consulting the state insur-

, ance authorities if he found that
programs other than the FAIR
plans were needed and had not
been implemented.

The final bill provides that the
FAIR plans be administered un-
der the supervision of the state
insurance authorities, and re-
quires that the secretary consult
with the state insurance author-
ity in determining the need for
additional programs. It also re-
quires that the secretary request
the views of the state insurance
authority before denying rein-
surance to an insurer on the
grounds that he is not fully par-
ticipating in the FAIR plan pool
or other program.

The FAIR plans must include
, insurance industry placement

facilities which operate along the
lines of automobile insurance as-

signed risk programs. The plans
will be backed up by statewide

' insurance pools, state funds and
a Federal reinsurance facility
which will provide coverage in
the event of catastrophic losses
caused by civil disorders.

ADMINISTRATION OF the

Federal end of the program is in
the hands of a Federal insurance

' administrator within HUD with
a rank equivalent to that of as-

, sistant secretary. It will be fi-
nanced by allowing HUD to bor-
row up to $250,000,000 from the
Treasury in the event that the
riot reinsurance fund is not able

to pay claims out of premium
income.

The ftood plan is more simple.
Under the direction of the new
HUD Federal insurance adminis-
trator, the Federal government
will provide reinsurance to a
syndicate of property insurers
that has been set up and ready to
go since both houses of Congress
first passed flood reinsurance
bills late last year. These bills
were stalemated because of fi-
nancing provisions.

Besides providing the reinsur-
ance, the government will subsi-
dize the difference between the
actuarial rate and what is deter-
mined to be a "reasonable" or
"chargeable" rate.

Initially, coverage is limited to
one-to-four family dwellings and
small business properties, but
HUD has the discretionary au-
thority to extend this to other
residential and business proper-
ties.

HUD will be able to borrow

$250,000,000 from the Treasury to
back the ftood program until the
reinsurance fund is sound. •



r<:;=,Agip We teach. Point
K-Fi 3- 2 Out defects. Show
*2*rs*> causes. We're an
R*0**;><> insurance com-
1 pany. And safety

is on our mind.

But safety ideas alone do not control
accidents. It takes knowledgeable
leadership from our clients. That's why
we initiated a program that deals with

specific responsibilities of supervisors.
Our seminars explore communica-

tions, decision-making, authority,
standards of performance, counseling
and a lot more. Like we did for Scott

Paper Company and 312 other clients
last year.

In the past four years, we've trained
about 15,000 supervisors. And said,
"Psssst, pass it on." They have. To
hundreds of thousands of others.

It's just our way of trying to make
insurance more than a necessary ex-
pense. And that's what we do.

rrr--11"--
1 '781

SWINGT//t78 SUPEAVISORY
C *USE f

D. A. Weaver of Employers leads a
seminar on strengthening supervisory
skills at Atlanta. It's just
one of the positive and productive
treatments we give to insurance.

We're the people who know business
insurante like nobody else in the busi-
ness. And we share that knowledge
with our clients. Give them "a piece of
our mind," if you will.

Employers Insurance
of Wausau.

··e

.

Get the educational

Wausau story for yourself.
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Riot /aws...
Continued from page 3

gers or pedestrians, regardless of
fault. Benefits include medical

and hospital care, death, dis-
memberment and disability.

The plan will be financed
through payment of $35 for any
vehicle registered in Puerto
Rico, Mr. Denenberg explained,
"and as you can imagine, it
had some industry opposition.

"I sometimes think that part

of the insurance industry's prob-
lem is the lack of a critical

and aggressive trade press," he
continued. "Generally, it relies
too much on printing ready-
made news releases and ignores
its responsibility of asking tough
questions and reporting unpleas-
ant as well as pleasant answers."

"ALTHOUGH front page news
in Puerto Rico for over a year, in
both languages, the U.S. insur-
ance press, to my knowledge,
didn't devote a single article to a

--· _.j,!*-eim,nr--===5=
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,:SZs....z - FlETCHER PAPER COMPANY 
Alpena, Michigan ,

IRM SERVICE KEEPS

POLICYHOLDERS SOLD
Fletcher Paper Company... and thousands

of other discriminating managements of large properties...

have found that "It Pays to Insure with IRM."

IMPROVED RISK MUTUALS
15 NORTH IROADWAY WHITE PLAINS. N Y 10601

BRANCH OFFICES: ATLANTA• (HI(AGO •DETROIT •LOS ANGELES • SAN FRANCISCO

Contact o Member Company
American Mar.ufacturers Mutual Inwrance Co.

Centret Mutual Insurance Company

Employers Mutual Colwolly Company

Gmin Dealers Mutual Insuronce Compony

Indiona Lumberment Mulwol Inwronce Company

Iowa Kemper Mutual Insurance Company

Iowa National Mutual Insurance Company

lumberment Mutual Casualty Company

The Lumberment Mulual Insuronce Company

Michigan Millers Mutual Insurance Company

Michigan Mutual liobil;Iy Company

The Miller Mutual Fire Insurance Company

Northwestern Mutuol Iniurance Company

Penniytvonia lumbermens Mutual Insurance Co.

Pennsylvania Millen Mutual Inwrome Company

Utica Mutual Insurance Company

discussion of its implications."
However, on occasions the in-

surance industry can move very
quickly, he conceded, and the
housing law is an outstanding
example. "The report by the
President's National Advisory
Board on the insurance crisis in

our cities only came out in Jan-
uary, and here we have national
legislation already in existence."

THE CONTRAST WITH other

industries is "amazing," Mr.
Denenberg continued, because
other people are still in the talk-
ing stage about what needs to be
done.

When serving on the Presi-
dent's advisory panel Mr. Den-
enberg said, "I noticed that most
industry representatives were
more interested in fire and ex-

tended coverage than they were
in burglary and theft insurance
-yet this protection is equally
important for a ghetto mer-
chant."

Rates for this coverage are
very high, he continued, but so
are commissions. "Maybe these
could be reduced to bring pre-
miums into line." Another

method of rate reduction for

this class of business, "might be
the formation of group associa-

tions of merchants," Mr. Denen-
berg suggested.

THE INSURANCE industry al-

ways prides itself as being in
the forefront of the free enter-

prise and private property sys-
tem, Mr. Denenberg continued,
"so it ought to be in the lead of
activities demonstrating that city
problems will respond to treat-
ment by private industry and
enterprise."

However, he said, "I'm afraid

that many people in the lower
income groups have become very
negative towards the industry
because of its long-standing op-
position to Medicare, and other
programs deemed essential by
broad segments of the popula-
tion."

In addition, Mr. Denenberg ob-
served, government officials are
increasingly convinced that in-
novation and new ideas "simply
will not and cannot come from

the industry," and that perhaps
government insurers are the best
hope for providing expertise and
innovation.

YOUR
CORPORATE INSURANCE

PROBLEMS NEED

PROFESSIONAL ATTENTION!

CORPORATE INSURANCE BROKERS SINCE 1919

PHONE: WEBSTER 9-7000/ 111 WEST JACKSON BOULEVARD · CHICAGO 60604

Correspondents Throughout the World

1, 1

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to

its readers. The complete
name and address of each sup-

plier of information is listed
so that readers can write di-

rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-

mit items for inclusion in this

column. A sample of the li-
terature should be sent to:

Info for Buyers, Business In-
surance, 740 Rush Street, Chi-

cago 60611.

• "Introductory Guide to Ex-

porting" is a 42-page booklet de-
signed to explain aids offered by
the U.S. Department of Com-
merce to those going into the ex-
port business. One entire chapter
is devoted to discussion of how to

finance and insure sales and an-

other lists useful reading ma-

terial on the subject of export-
ing. The booklet is for sale by the
Superintendent of Documents,
U.S. Government Printing Office,
Washington, D.C. 20402 for 40¢.

• "A Picture Story of Emer-
gency Service for You" uses 29
close-up photos to capture the
urgency of fire and of actual fire
causes. Another booklet, "Are
You Ready for a Fire?", lists sev-
en fire emergencies with step-by-
step actions. These, plus a list of
necessary emergency tools, are
available free on a sample basis
from Dray Publications Inc., Fire
& Accident Div., Deerfield, Mass.
01342.

• Cardox Division of Chemetron

Corp. offers two special reports
free of charge. The first is on
"Fire Protection for Electrical

Cable Trays and Associated Fa-
cilities." It discusses what can be
done from a fire protection and
engineering standpoint to help
keep vital systems in operation.
The second report, "Fire Fight-
ing Foam," explains foam pump
systems, foam quality, applica-
tion techniques and foam stabili-
zers. Both are illustrated and

may be obtained by writing Car-
dox Division of Chemetron

Corp., Fire Equipment Dept., 840
N. Michigan Ave., Chicago.

• "Fire Attack 2-Planning, As-
signing, Operating" is written by
Warren Y. Kimball, chief fire

service specialist for the Na-
tional Fire Prevention Assn. The
240-page book is especially for

company officers, training offi-
cers, chiefs and their deputies
and discusses the best possible
decisions in organizing and oper-
ating their forces. The illustrated
book is hard bound and is a

sequel to "Fire Attack 1-Com-
mand Decisions and Company

Operations." Chapters are de-
voted to fire flow under various

conditions, initial attack opera-
tions, effective organization and
design and arrangement of
equipment. Copies are available
from the association at 60 Bat-

terymarch St., Boston 02110 for
$6.50.

• A quick, easy way for the
health insurance purchaser to
evaluate his present plan plus
some eye-opening facts are pro-
vided in "The Ten Point Test for

Employe Health Plans." The
check list is part of the New
York Blue Cross/Blue Shield
program and complimentary
copies are available from Mr.
George L. Goodlett, vp commu-
nication, Blue Cross/Blue Shield,
80 Lexington Ave., New York
10016.

• The Insurance Information In-

stitute offers a pamphlet entitled
"How to Save on Fire Insurance

Costs when You Build or Re-

model." A check list of construe-

tion mistakes and an explanation
of the function of the fire insur-

ance rating bureau are included.
The pamphlet is free by writing
the institute at 110 William St.,
New York 10038.

• An illustrated, 27-page book-
let, "Safe Schools," is available
from the American Insurance

Association for 20¢. It explains
specific fire hazards in new and
existing buildings and lists rec-
ommendations for their elimina-

tion. Details of necessary fire
protection equipment are given
and it is recommended that fire

drills be conducted monthly. A
program for accident prevention
and rules for precautions in vari-
ous types of classes are provided.
Write the association at 85 John

St., New York 10038.

• "Social Security Amendments
of 1967" has been published by
Huggins & Company Inc. Its 18
pages analyze the Social Security
Act as amended to date with a

detailed summary of benefits,
eligibility requirements and cal-

culation rules, with accompany-
ing tables and examples. A spe-
cial section refers to Medicare.

Copies are free by writing the
company at 1401 Walnut St.,
Philadelphia 19102.

• "A Modern Concept in Em-
ploye Relations for the Forward-
looking Employer" is informa-
tion compiled by Northwestern
National Life Insurance Co. It

explains why some fringe bene-
fits are appreciated and why
some are not and is designed to

educate employes both to their
benefits and to their employer's
costs. The solutions presented

are now being used by nearly 50
employers coast to coast. For
your free copy write Mr. George
Kirscht, Northwestern National

Life Insurance Co., Box 20, Min-
neapolis, Minn. 55440.

• A pamphlet outlining steps
that can be taken by business-
men to protect their employes

and property in times of civil
disorder has been published by
the American Insurance Asso-

ciation. "Riots" contains sug-
gested loss prevention proce-
dures for both large and small
properties, including protection
of store fronts and merchandise,
provision for fire-fighting equip-
ment, maintenance of vital book-
keeping information and com-

munications procedures. Single
copies may be obtained free by
writing the association at 85
John St., New York 10038.

• "You and Emergency Fire
Control" is an illustrated em-

ploye educational folder released

by the National Fire Protection
Association. It urges Employes to
be prepared for any kind of
emergency which might hit their
business and advises giving pri-
ority to learning how to operate
portable extinguishers and other
fire fighting equipment and to
knowing fire exit routes. Anoth-
er booklet, "Here's Your Inspec-
tion 'Tool' Kit," provides a check

list for ridding work areas of
common but dangerous fire haz-
ards. Sample copies of both are
free by writing Mr. Deuel Rich-
ardson, Public Relations Mngr.,
National Fire Protection Assn.,
60 Batterymarch St., Boston,
Mass. 02110.



• "The A B C's of Product Lia-

bility Loss Control" explains the
need for accurate advertising
and warranty, better quality
control and coordination of cus-
tomer complaint handling. The
pamphlet is free by writing Miss
Mary Biwer, Adv. Dept., Em-
ployers Insurance of Wausau,
2000 Westwood Dr., Wausau,
Wis. 54401.

• The Defense Research Insti-
tute has gone into its second
printing of "Excessive Medical
Treatment in Personal Injury
Cases." Based on the writings of
physicians in the fields of sur-
gery, neuropsychiatry, neuro-
surgery and orthopedic sur-
gery, the monograph examines
the relationship of overtreat-
ment of patients and their subse-
quent seeking of compensation
for accidental personal injuries
through lawsuits in the courts.
Copies are available for $1 each,
prepaid, upon request to the DRI
at 1212 W. Wisconsin Ave., Mil-
waukee, Wis. 53233.

• "Engineer Your Employe Bene-
fit Dollar for Maximum Em-
cieney" is a 12-page brochure
covering several cost areas of
providing employe benefit pro-
grams. It emphasizes self-insur-
ance for corporations with 200 or
more employes and includes a
typical case history. For a free
copy write Executive & Employe
Benefit Plans, Inc., 225 E. Broad
St., Columbus, Ohio 43215.

• Hewitt Information Service,
Inc. has revised their edition of
an employe handout entitled
"How the Stock Market Affects
Your Profit Sharing Account."
The 12-page booklet answers
questions on investment securi-
ties and their changeable prices
through charts, graphs and anal-
ogies. Sample copies are free by
writing Hewitt Information Ser-
vice, Inc., Libertyville, Ill. 60048.

• The newly revised "World-

wide Directory" has been re-
leased by the American Interna-
tional Underwriters Agency, Inc.
This booklet, valuable when
handling overseas coverage, is
free by writing the agency at 175
W. Jackson Blvd, Chicago 60604.

• "Accident Analysis and Re-
medial Action" is a worksheet

designed to provide a method of
classifying the various types of
information about individual ae-

cident cases. The 30-page book
. stresses the importance of a well

prepared-•accident investigation
report. The book is for sale by
the Sup&intendent of Docu-
ments, U.S. Government Print-
ing Office, Washington, D.C.
20402 for 25¢.

• Based on a series of studies
prepared by the Bureau of Labor
Statistics, "Private Pension Plan
Benefits" deals primarily with
the types and levels of benefits
available for normal, disability,
and early retirement. It also cov-
ers vesting provisions, supple-
mentary pension plans and death
benefits. The 104-page book is
available for 55¢ from the Super-
intendent of Documents, U.S.
Government Printing Office,
Washington, D.C. 20402.

• The California State Psycho-
logical Association is currently
conducting a comprehensive sur-
vey to evaluate the range of in-
dustry mental health provisions
and to deterrnine for its mem-
bership which of the 1,800 com-
panies underwriting health bene-
fits will reimburse qualified elin-
ical psychologists for services. A
copy of the results of the indus-
try-wide survey is available for
$2.00 from John E. Armer & As-
sociates, 4401 Wilshire Blvd., Los
Angeles 90005.
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Tria/ /awyers hear ca// for /aw on transp/ants
WASHINGTON-Members of

the legal, medical, business and
learning communities called on
attorneys to increase their voice
on the national scene regarding
auto safety, the law of the sea
and air, crime control, consumer
protection and product safety.

During the annual meeting of
the American Trial Lawyers
Assn. here, members heard a
Boston trial attorney urge the
establishment of a national stan-
dard by physicians and lawyers
to determine when death occurs.
He outlined a five-point program
to keep pace with the scientific
world in the field of body trans-
plants.

Edward M. Swartz, who han-
dles product liability cases, rec-
ommended establishing stan-
dards for determining death and
protecting the rights of the

donor, creating standards for the
selection of the heart recipient,
establishing central organ reg-
istries to properly match a suit-
able donor with a potential reci-
pient, developing standards to
protect the physician and creat-
ing an education program
through the news media to in-
form the public.

MR. SWARTZ CALLED on

the legal profession to "deal with
the problems of setting up stan-
dards or establishing the ma-
chinery for determining death.

"Science's increasing capabil-
ity to cope with the problems of
immunology and rejection of
foreign tissues must be matched
by the law's capacity to accom-
modate and regulate, where
necessary, this progress," he
urged.

A Puerto Rican lawyer called
for passage of federal statute au-
thorizing direct action suits

against insurance carriers in ad-
miralty cases. He pointed out
that in Puerto Rico and three
other U.S. jurisdictions there are
direct action statutes.

Harvey E. Nachman, San
Juan, prefaced his remarks by
calling for equal treatment be-
fore the law. He illustrated his
remarks by pointing to Puerto
Rico where "on one -hand we're

treated better and the other
hand worse."

He reminded that in almost
every admiralty case the insur-
ance carrier is brought in and
under a direct action suit the in-

surance carrier is sued directly.
He pointed out that certain

personal defenses available to

the assured are not available to

the insurer except for statute of
limitation.

Henry E. Howell, Jr., Norfolk,
acknowledged that it is now
possible for counsel to assert
claims of injured shipyard work-
ers against the owners of vessels
upon which they are working-
or in whose behalf they are
working-where the negligence
of the shipowner's duty to fur-
jury, "without having to prove
conceptualistic distinctions em-
bodied in the common law."

Using case histories, Mr.
Howell traced the development
of the shipowner's duty to fur-
nish a reasonably safe work area
to shipyard workers and others
expected to board the vessel

Continued on page 16

Give allyour
employees
one free.

GTO stands for one of the most desirable em-

ployee benefits you'll ever find for your company.
And one of the most attractive to your employees.

GTO stands for Group Term Ordinary Insurance.
It's a combination of the traditional term group
policy that you most likely now offer employees-
plus the saying attractions of ordinary insurance.

Group Term Ordinary is relatively new and
made possible by an IRS ruling that you might have
missed. The ruling lets you include permanent values
in Group Life Insurance for employees. They, not
you, pay for it. And it will not be taxed as employee
incorne.

What you're offering them is a plan which
lets them buy permanent protection at bar-

- gain rates and under group insurability

rules-protection they keep even when they retire or
when they terminate.

Make Group Term Ordinary available to your
employees and you've helped them solve the problem
of supplementing their retirement benefits.

And, as in other employee benefit programs,
your contribution for Group Term is fully tax de-
ductible.

INA will show you how to make the best of this
attractive fringe benefit. For your company and
for your employees. Who wouldn't like a GTO?

Call your INA agent or broker.

Life Insurance Company of North America INA-Life Insurance Company of New York Pacific Employers Life Insurance Company
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5* f :f: Profit-saving
ZSS Isj*»2{5:, business

insurance

programs

for companies
··...Erc.szis.·... throughout Ohio

We can tailor a cost-cutting commercial coverage program
for you from offerings of the world's leading underwriters.
And we're close enough to keep your protection plan
economically sound with periodic reviews of your risk ex-
posures. For our brochure--A FAST LOOK AT ATKINSON-
DAUKSCH-Clip this ad to your letterhead and mail today.

lAIDI Insurance and Surety Bonds

Atkinson-Dauksch Agencies, Inc.

40 W. Gay • Columbue. Ohio 43215 •(814)228-5841

' FIA denies Wisconsin ASIM bid

to discuss business interruption
RACINE, Wis.-The Factory

Insurance Assn. has refused to

answer a request by the Wiscon-
sin chapter of the American So-
ciety of Insurance Management
to discuss the FIA's denial of

business interruption claims fol-

lowing ricts last summer in Mil-
waukee.

The Wisconsin chapter, in a
letter written by E. L. Boyle,
chapter president and insurance
manager of J. I. Case Co., here,
decided tc write FIA requesting
a statement of policy on the
FIA's action on several business

interruption claims.
The letter states: "Most of the

discussion (by chapter mem-
bers) has centered around the

interruption by civil authority

clause as opposed to the riot, civ-
il commotion and vandalism

clause (in FIA policies). Many of
our members have discussed the

coverage at length at our meet-
ings.

"IT DOES SEEM that a satis-

factory explanation for the refu-

sal to pay must be furnished to
their managements, and so far
this has not been received from

representatives of the insurers,
nor have our members been able

to determine the logic resulting
in the denials."

In a written reply, J. W.

Cates, FIA western regional
manager, said, "It is impossible

to discuss generally the specific
coverage or lack thereof that

If you brought a Unigard home with you,
would your wife...

E] Put out a bowl of milk?

E] Want to exchange it for the red
one with the white polka-dots?

E] Demand to smell your breath?
E] Raise the roof?

[3 Make you take it out to the
kitchen and clean it?

E] Or, being a wise and farsighted wife,
would she know a Unigard is an independent
insurance agent who handles Unigard. And
Unigard is a new label for our 67-year old
family of firms with young ideas...and
coverage for everything, from people to
people's stuff! Sure, she would.

A Unigard Insurance Group
Northwestern Mutual Insurance Company 0 Northwestern Security Insurance Company
Olympic National Life Insurance Company 0 Home Offices, Seattle, Washington

might be provided under this en-
dorsement for any individual as-
sured because of the variances in

circumstances applying to each
assured.

"We would be more than hap-
py to discuss with any of your
individual members their cover-

age and situation during the riots
of last year. We feel this is the

only way in which this can be
handled."

It is understood that at least

three insureds in Milwaukee are

debating whether to file suit for
payment of business interruption
claims.

PABST BREWING CO. has al-

ready collected $245,000 for a
business interruption claim re-
sulting from a curfew imposed
by the mayor of Milwaukee July

31, 1967, and several days follow-
ing

Pabst incurred no physical
, damage but claimed it lost seven

work shifts because employes
could not get to work. Pabst was
insured under a manufacturer's

output policy which provides
somewhat broader coverage

1 than standard contracts.

It is understood that several

buyers in the Milwaukee area
are disturbed at the lack of ac-

tion by insurance companies on
their business interruption
claims, neither denying the
claims formally nor paying them,
rather leaving them "in a state of
limbo," as one insurance man-
ager told Business Insurance.

The insureds with business in-

terruption claims inspired the
Wisconsin chapter's letter to the
FIA.

Most business interruption

, contracts have now been
amended to exclude payment of
claims for curfew when there

was no physical damage to the
insured or no damage within a

certain specified area. Insurance
company spokesman say this
modification was necessary to

clarify the original intent of the
' coverage.

They say that the business in-
terruption form was never in-
tended to cover claims stemming

from riot damage or curfews
imposed by local officials. •

Army gets
sheep c/aim

SALT LAKE CITY-An initial

claim of $376,685 for the deaths
of more than 6,000 sheep in
Utah's Skull Valley last March

has been approved by the Army
Claims Service and sent to the

Secretary of the Army for con-
firmation.

The claim, filed in behalf of the
Anschutz Land and Livestock

Co. of Denver, covers the loss of
5,727 ranch ewes, 142 purebred

' Suffolk ewes, and 380 bucks. The
sheep were not insured.

After the Army passes on the
claim, it will be submitted to the
Bureau of the Budget, reported
U.S. Sen. Wallace F. Bennett (R.,
Utah).

1 Other possible losses include
the diminution of the value of

the ranch where the sheep deaths
occurred and the reluctance of

 buyers to purchase other sheep
, raised in the area.

1 The sheep started dying March
14, a day after the Army tested a
deadly nerve gas at its Dugway
Proving Ground, some 27 miles
west of the grazing lands. The
test was a gas drop from a "high

I performance aircraft." •



And besides the gold watch, Wilson, here's the $100,000
you won in your employee benefit law suit against us.

It could happen to vour  we'11 also sell it as an endorsement if yo
firm, you know. The legal

wish. We'd hate to let exclusivity stand in
precedent was set 5 years

the way of a sale.)

ago in a now-famous case
Pertinent. Salient and other facts.

where a retired employee's
Employee benefits now amount to about

widow wasawarded $73,00[.
25 % of most payrolls . . . a hefty piece of

Why? Because the courts
change to be responsible for in any com-

saidyearsbefore his employer had not properly pany. Since the $73,000 precedent-setting case,
informed him of the benefits available through there have been even bigger claims. And, in this
the company's pension plan.

age of acquisitions and mergers, the chances for
That's when a St. Paul agent called on us

error are greatly magnified. Yet. . .
You 're Uable if 1,01£ fail to advise an employeeand in a fiash of business insight we invented-

you guessed it-Employee Benefit Programs as to what benejits :rre Guaitable.
Liability Insurance. Obvious invention, may-
be, but still comforting. And still the only

You're liable for incorrect interpretation of a
benefit program.

policy of its kind offered, except as an endorse-
ment to regular liability policies. (Naturally,

You're /iable if you fail to emoll an emplovee.

46

You're liable for errors in handling records.

You're LUCKY thougn. because 14021 cel'n pro-tect your company against all these habiN'ties
ittexpensit·el.y (i.e. cheap) 1ith 01*r Employee
Benefit Programs Liao:liLy Insurance.
How inexpensively (i e. cheap) ? An agent
can probably tell you over the phone. We
are sure it will be much cheaper than a
$100,000 retirement banquet.

THE ST. PAUL
INSURANCECOMPANIES

Serving you around the world... around the clock
St. Paul, M nnesota 55102
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MER / 29 product liability suits
oHer dramatic /essons to buyers

WASHINGTON-In April 1960
the Wm. S. Merrell division of

Richardson-Merrell Inc. received

Food and Drug Administration
approval for an anticholesterol
drug thought to be the answer to
atherosclerosis or hardening of
the arteries. Two months later it

began marketing the drug under
the name MER/29.

Last month, more than eight
years after the company was
convicted on criminal charges
and defendant in more than 1,500
civil law suits-Richardson-Mer-

rell announced that costs arising
from the litigation are "substan-
tially behind the company."
Thus, the closing c}fapter begins
in one of the most fascinating
and dramatic stories in the his-

tory of product liability law.
The MER/29 story deserves

special consideration by corpo-
rate risk managers for several
reasons. One of the most impor-
tant is that it superbly highlights
how an unsafe product can reach
the market despite knowledge
by one or more of the manage-
ment group that it may be dan-
gerous-a possibility all risk
managers should be aware of.

Secondly, it tragically points
up how much liability can be in-
volved in a relatively short time
with just one product in our
mass-merchandised society. A
conservative estimate places at
more than 5,000 the number of
persons inj ured by the drug in
the two years it was on the mar-

ket. Some twenty-five to fifty suf- |
fered inj uries-usually operable
cataracts in both eyes, loss or 1
thinning of hair and severe skin 1
reactions-to such a degree that '
they received out-of-court settle- i
ments of between $100,000 and ,
$125,000. 1

And thirdly, it is a classic ex-
ample of the effect of the increas- 1
ingly-prevalent banding togeth- |
er of plaintiffs' attorneys in mul-
ticase product liability situations.

IN THE CASE of MER/29
some 288 lawyers and law firms
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v* 1 have thor-

oughly enjoyed Business In-
surance.... the format isvery
attractive and the articles well

written.

-the "MER/29 Group"-pooled
their resources in an unprece-
dented close relationship.
Among other things the group
contributed some $70,000 to fi-
nance a discovery program, pay
for medical consultant advice,
and print a newsletter which in-
formed each member of the de-
velopments in trials, settlements,
the proof being assembled by the
group, new medical knowledge
and current developments in the
industrial and regulatory fields.

In a series of articles Business

Insurance will trace the develop-
ment, marketing and subsequent
litigation connected with MER/
29 and attempt to point out the
importance to risk managers.

Harry F. Bremer
Assistant Treasurer

The Borden Company
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This first article will deal with

MER/29's journey to the mar-
ketplace, an astonishing example
of how a dangerous product was
marketed despite the supposedly
close scrutiny of both manage-
ment and the Food and Drug Ad-
ministration.

MER/29 was developed at the
Merrell laboratories in 1956 after

many years of research directed
toward discovering a method of
either lowering the level of, or

eliminating altogether, a fat-like
substance called cholesterol in

the blood stream.

It has never been proven, but
there was then and there is to-

day, a large school of thought

holding that cholesterol in the
bloodstream is a major cause of
hardening of the arteries, which
in turn leads to heart attacks.

If true, then a product which
could check the amount of cho-

lesterol in the blood stream

would, of course, be a tremen-
dous boon to medical science and
also to the coffers of the firm

which develops it. The market
for such a drug is estimated to be
at least $25,000,000 annually. This
would be much higher, it is rea-
soned, if the drug's use could be
extended beyond those persons
who have either had a heart

attack, or are in apparent dan-
ger of having one, to all men
and women past a certain age-
say forty-five-as a preventive
rn.easure.

With this in mind, a number of
large drug firms had devoted
considerable time and money
in the early 1950s to developing
such a product, hoping to be
the first on the market with it.

In 1956, the Merrell scientists
patented a series of compounds
which did appear to reduce cho-
lesterol levels in lower animals

by interfering with biosyn-
theses. And, after almost four
years of testing in humans and
animals, Merrell in June 1959 ap-
plied for FDA permission to
market the product, MER/29
(triparanol).

The testing period for MER429
was crucial, for it was during
this time that evidence was
found-and concealed-that the

drug was not entirely safe. The
public will probably never know
how far up in Richardson-Mer-
rell's management this knowl-
edge went. But, it is clear that a
mistake in judgment was made

somewhere along the line for
which no check had been pro-
vided in the management chain,
an omission to which risk man-

agers should pay heed.
Prior to the 1962 New Drug

Continued on page 20

What business do we have teaching
radar to tugboat captains ?

It started in 1965, when some of our southwestern cli-
ents were plagued by accidents in the Port of Houston.

Probably many insurance carriers would have de-
cided the risk wasn't worth k.

We decided to begin a series of training schools for
these clients' operating and shoreside personnel. The
subject was offshore-inland radar navigation. The
faculty was MOA men.

Todav these lectures and on4he-soot training in all

facets of radar operations are still going on. Basic
theory, principles of operations, transmitting and re-
ceiving-the course covers everything.

The radar school is perhaps an extreme example of
the lengths to which we'll go to provide service to
clients and producers.

Another example is our nationwide system of 30
departmental and service offices. These are staffed
with men who have the authoritv tn hind largpr rivt<q



Ward uses Mr. Benny Fits, small
group /ectures to te// benefit story

By LOUIS HAUGH
CHICAGO-Montgomery

Ward & Co. adopted what it calls
"a total communication effort" to

announce a series of sweeping
changes in its protection and
security plan for employes in
1963 and has maintained this ap-
proach for all new employes
since then.

That the introduction was suc-

cessful is evident in the enroll-

ment for the voluntary and con-
tributory plans. According to
Reuben Berry, Ward corporate
personnel manager and employe
benefit manager at the time of
the revision, 93% of Ward's em-
ployes signed up for the retire-
ment plan, 88% for the profit-
sharing and savings plan and

80% for the group coverages.
"There is no question about

the success of the entire benefit

plan, and the way employes are
told about the benefits," Mr.
Berry said.

Bruce E. Matthews, Ward cor-
porate employe benefits and
compensation manager, con-

firmed that enrollment levels for

the benefits have been about the

sanne since the introduction.

Ward had 90,000 employes in
1963, and the number has since
grown to more than 103,000 in

495 stores, 875 catalog stores,
four regional offices and three
merchandise offices.

MR. BERRY voices the com-

pany's employe benefit philos-

l
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and bind them a whole lot faster, than field men from
other marine insurance carriers.

Then there are our 15 marine engineers, who know
their business so well that they are able to give you
loss prevention advice on the spot.

And we provide service all over the world-through
the loss-settling arrangements we have with foreign
correspondents in more than 2,000 locations.

Maybe all this is why MOA wrote more marine insur-

ophy, saying it centers around an

interest in providing a level of
benefits that is competitive and
will provide adequately for em-

Last of three parts
ployes. He said, "The company
has found that employes have
greater interest in the company's
growth when they are asked to
contribute toward part of the
cost of the benefits."

Mr. Berry said that present re-
tirement levels are aimed at 40%

of final income for higher sal-
aried employes up to 60% for
lower paid ones. The benefit lev-
els are integrated with Social

Security.
Mr. Mathews said that the

company feels that the general
trend is to less contribution by

employes and higher benefit lev-
els. "And I see nothing in the fu-
ture that might change this," he
said.

It is understood that Ward

is currently reviewing its en-

tire benefit package with a
view to possibly updating it. It is
not known whether the merger
with Container Corp. of Ameri-
ca will have any immediate
effect on the review, but the two
companies are to maintain their
separate identities.

The 1963 changes included in-

troducing profit-sharing and up-
grading retirement and group
benefit levels.

The retirement plan is for reg-
ular, full-time employes with
five or more years of continuous
service, either full or part-time,
with a maximum contribution of

1.5% of the first $4,800 of earn-
ings and 3% of earnings over
that amount.

ance business last year than any other underwriter.
And that's the business we have teaching radar to

tugboat captains.
To get more of the MOA story, write Walter T. Wells,

V.P., Marine Office of America, 123 William Street,
New York, N.Y. 10038. Aviation Insurance through
Associated Aviation Underwriters.

Marine Office of America maa
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Normal retirement age is 65,
but there are early retirement
provisions for employes between
55 and 65. Vesting is complete
when the employe has 15 years
continuous service.

FOR EXAMPLE, if a Ward
employe joined the plan at age 35
and averages $6,000 annually for
30 years, his retirement benefit
would be $135 per month.

In the Ward savings plan, em-
ployes may deposit 3 % of their
salary, and the company adds at
least 25¢ for each dollar con-
tributed by the employe. The
company contribution is based
on current or accumulated

profits. For example, if Ward's
earnings are $34,000,000 or more,
the contribution is hiked to 50¢
for each employe invested dollar.

Employes may elect a fund of
corporate and government bonds
or various common stocks ex-

cluding Ward stock. The com-
pany portion is invested in Ward
common.

Benefits are paid in a lump
sum or in monthly installments.
The investment trust funds are

administered by a group of com-
pany trustees and the Ward
board of directors.

IN INTRODUCING the 1963

changes, Ward used materials
provided by the Equitable Life
Assurance Society plus two con-
sultants, Marsh & MeLennan and

Towers, Perrin, Forster & Cros-
by. Towers, Perrin was the re-
tirement consultant.

In updating the plan, Ward ap-
proached the carrier and consul-
tants for a series of recommen-

dations. "From these, an overall
plan was devised, " Mr. Berry
said, "based on the needs of the
employes and what Ward could
afford."

The company used a teaser
campaign to lead up to the intro-
duction of the changes. Giant
streamers and posters with the
words "three giant steps" were
used to catch attention, Mr. Ber-
ry said.

In addition, Ward sponsored a
"find me a name" campaign for a
schmoo-like character used as a

symbol of the benefit program in
the company's newspaper and
various film strips and static dis-
plays.

A Ward employe won ten
shares of Ward common stock

for his suggestion, "Mr. Benny
Fits."

THE BENEFIT program was
explained to groups of 30 to 40
employes on company time, us-
ing slide presentations and pre-
pared scripts.

Twenty-five employes from
the four regions were brought
into Ward headquarters here to
bd trained to explain the pro-
gram to others. These 25 trained
an additional 350 employes. In
addition, the program is ex-
plained in detail in five color-
coded booklets passed out to em-
ployes. A similar indoctrination
campaign is carried on for all
new employes.

The benefit program's value to
employes is dramatized with an
annual "benefit statement day"
in which employes are given a
computerized statement "Your
Other Earnings." Each employe
is given a personalized tabula-
tion of benefits accrued in his

savings, retirement and group
insurance plan for the past
year. .

Geisler, 69, dies
E. Walter Geisler, retired

chairman of Fred S. James & Co.,
died in Boca Raton, Fla. July 17,
He was 69. Mr. Geisler joined the
brokerage firm in 1922 as an in-
spector in Chicago. In 1931, he
opened a Pittsburgh office, and
he was chairman and director
from 1960 to 1964.
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opinions DISABILITY IN WORK FORCE

U S WORK FORCE 103,850,000
letters

SEVERITY '1 don't agree'Financia/ services
OF DISABILITY To the Editor I have read

again, with interest, the com

as fringe benefits SEVERE . 5.9% ments of Carl J Vogt concern
ing self-insurance I do not fully

Marketing pattei ns in the insurance business are sure to undei go NON agree with the statement, "It is
DISABLED OCCUPATIONAL . 4.9%

severe changes in coming years as msul ers act on the idea that what less expensive for a business to

they're really selling is jinancial seTrulce 82.8% spend its own dollar than to em-

SECONDARY . . 6.4% ploy some outside enterprise to
And, we submit, the concept of employe benefits will undergo an spend it for them " I feel that

equally radical change as cot porate executives realize that lots more this statement is contrary to the

than just insurance can be offered to employes on a payroll deduction TOTAL DISABLED 17.2% basic economic philosophy of this
basis country in which specialization

has played an extremely impor
It's ali eady old hat, of course, for carriers to mai ket auto and tant part in developing improved

homeowners Insurance to employes on a group basis In fact, we'11 efficiency
wager a bet that in the next few yeais an ever-increasing percentage With respect to the handling 01

of insurance firms' total business in such lines will be written as a workmen's compensation, spe

Source Social Security Bulletin cialized legal personnel are
fringe benefit for employes-with both the employer and the em-

More than one-sixth of the U S population of working age, or 18,200,000 necessary to represent an em
ploye picking up a portion of the tab of those between the ages of 18 and 64, were limited in their ability to ployer before the board having

Insurance companies are also moving into the area of mutual work because of a chronic health condition or impairment in 1966 More jurisdiction over workmen's

funds, and as Elliot Beiei discussed in our last issue, several firms than 6,000,000 working age persons (5 9% of the total work force) were compensation cases Specialized

are readying plans to sell the funds to employes on a payroll severely disabled-unable to work altogether, about 5,000,000 working industrial safety engineering
age persons (4 9%) were occupationallv disabled-able to work regularly personnel are required to make

deduction basis This move certainly makes sense, and will help
but not the same work as before the onset of the disability, or unable to sure that all physical hazards

insurei s more firmly establish themselves as financial expei ts work full time, and 6,600,000 adults (64% ) had secondary work limita-
have been either reduced or min

But why stop therei Meigel discussions between American Ex- tiors-able to work full time, regularly and at the same lob but with limi- imized, and employes have been

press and Fireman's Fund conjure up mtriguing possibilities Might tations in the kind or amount of work performed properly educated with respect
to safety

not the firms offer vacation plans on a payroll deduction basis, with Specialized investigation 15
employes paying a few dollars a week for nine days in Miami Beach Auto insurance and buyers needed to make sure that em

01 a two-week ski vacation in SwitzeilandO ployes are not malingering It is

Actually, First National City Bank offers such a service to corpo- In the July 29 issue, Business Insura71Ce reported on the plans of possible that there are individ-
uals capable of handling these

ration employes, and othei firms, such as Douglas Aircraft and three major propeity-hability insurance tiade associations to re- duties in addition to their othei

Continental Insurance Co, run then own tour plans and internal vamp the present system of compensatmg auto accident victims corporate duties, however, I do
ti avel bureau One association, the American Mutual Insurance Alliance, is cur- not feel that they will be as em

Continental National American Group's proposed purchase of rently testing a "guaranteed benefits" plan in several counties of cient in the performance of their

duties as people who perform
General Finance Corp also presents a new area for expansion It New York and Illinois Under this plan, victims of auto accidents

these duties individually for
wouldn't surprise us if executives of the two firms are considering would receive assured benefits up to $12,500 while retaining their either an insuranc company or a
the possibility of offeiing loans on a payroll deduction basis to money- rights to sue for larger sums under the present tort liabillty system service organization

It is very possible that tremen-short employes Because there would be no possibility of nonpay- We reported that another associaton, the National Assn of Inde-

ment ( unless the employe quit), pethaps the loans could be taken pendent Insurers, is tentatively considei ing testing an "inverse
dous good will can be created as
a result of the prompt and Just

out at less than the standard interest charges liability" plan under which victims would be compensated by their payment of true workmen's
We'd like to put forth at least one other area for expanded hinge own insurers for medical expenses and wage loss while retaimng the compensation claims However, I

benefits, and the insurance carriers, with their vast holdings of real right to sue with the understanding that court recoveries would be feel that it is more difficult for an
estate, should be just the ones to offer the service offset by payments from other sources employer to handle the injured

employe who takes advantage
Since today's business executive is a highly mobile creature, we'd The most radical departure from prpsent practlces is tentatively of the structure of the work

hke to see corporations offer a transferi ed employe a real estate offered by the American Insurance Assn whose pi oposal of no- fault men's compensation laws by
service which would dispose of his old house and get him set up in a compulsory first-party insurance closely follows the Keeton- mahngering after an accident
new house hundreds or thousands of miles away O'Connell plan offered by two law professms James H. Doyle

Weymouth, Mass
The insureis could meet with the transferred employe, find out AIA's pilot plan proposes that every motorist be compelled to pur-

what type of area he likes, how much he wants to pay, how far from chase first-party coverage that would cover medical payments and ,Most valuable'
the office he u ants to be and then set him up with local real estate loss of wages for the driver and his passengers and any liability the To the Editor We consider

agents ( who Just happen also to be insurance agents) drivei might mcur Involving pedestrians Bustness Insurance to be the

The important thing to note, fi om our point of view, is that an For risk managers, the meaning of these plans goes deeper than most valuable of the periodicals
increasing amount of insurance and other financial services is being the efTeet they may have on fleet auto insurance premium levels we receive Please keep it com

funneled through the employer in the form of fringe benefits Without conclusive tests, apparently the burden of auto Insurance
1ng

Frank H. Barbarin

This development means, in effect, that more and more Insul ance premiums under alternate auto victim compensation plans would Insurance department, The
is becoming business insuiance, and why we feel our pubhcation is reduce premiums of heavy road users from 15% to 20% Nestle Company, White Plains,
aptly named to respond to the challenges of the coming years NYWhat risk managers must also consider is the effect of such auto

victim compensation programs on the whole society Will they assure

business insurance 'Don't choke up'
more equitable payments? Will payments come more promptly'i

To the Editor I am quite
Will the proposed plans aggregately reduce auto Insurance premium

for buyers of emploge, property and hability protection payments °
pleased that you have chosen to
speak out on this necescary gun

RANCE CRAIN, Ed*to, RICHARD C BJORKLUND, Managing Editor It is important that every thoughtful risk manager follow closely control legislation, which cerSenior Editors ?Veto York-WILLIAM A GUEST Chicago-LOUIS HAUGH

Associates New York-GEORGE YOUNG, ROBIN MENZ Chicago-TERESA NORTON, the results of tests of these alternatives And it is also important that tainly is required if we are to
San Franctsco-KENNETH R MACDONALD Corre:pondents m alt prtncipal cittes reduce the homicidal madness
BURTON ROVENS, art director the insurance trade associations that conduct the tests be frank with

that appears to be sweeping our
Contributing Editors DONALD BERRY, insurance manager, Borden Co, New York risk managers and the public about the actual=ial and social effects of beloved country
JOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVINSON, in-
surance manager, Port of New York Authority, ELLIOT BEIER, manager of pension their experiinents Don't choke up because of the
and profit-sharing services, Nuveen Corp, New York J E BENOIT, vice president, Harry misguided or hate-filled resis
Price, Hilborn In%trance Ltd, Montreal CRL J VOGT, supervisor of workmen's compen-
sation, General Tire & Rubber Co, Akron H CHARLES KWASHA, partner, Kwasha

tance to a call for individual

Lipton Co, Englewod Cliffs, N J HOWARD L PECK, partner, Hewitt Assciates, Liberty- How not to se// /ife insurance responsibility
ville 111 BION H FRANCIS, corporate director of employe benefits, Crucible Steel, Chandler G. Ketchum
Pittsburgh J P OLSEN, insurance manager, Inge.01!-Rand Co, New York NED
MILLER, partner, Romm, Miller & Lazarus, New York One way not to sell a hfe Insurance policy lS to pawn yourself off President, Babb & Co, actu

aries and insurance brokers,
MYRON A HARTENFELD, publishing director as a pubhe relations expert for a life insurance company

ALFRED MALECKI, advertising director Pittsburgh
THOMAS J DELLAMARIA, production manager This was the approach used by one hfe salesman who tinagled a

District managers New York-CHARLES A HORVATH
Chicago-LAMAR R LEAHY Business Insurance 1 eporter into believing he had story material Reprint

Southern representative-WILLIAM B CARR, which would be of great interest to our readers To the Editor I would appre-2500 N E 48 Lane. Fort Lauderdale, Fla 33308

Assistants BERNICE STELTER, ANN SPADONE Breezing into our offices later, unannounced and unmvited, the clate it very much if you would
Published by Advertlsing Pubbcabons, Inc, Chicago, publisher of Advertising Age, masquerading salesman repeated the same "public relations" story send me a copy of article en-
Industnal Marketing, Advertising & Sales Promotion, Marketing Insights titled "EDP growth forces buy-
G D CRAIN, JR, chairman S R BERNSTEIN, president During zhe pitch he went so far as to offer a story on his son who
M. A HARTENFELD, oice-pres,dent and bustness mancger G D LEWIS, vice-preadent,

ers to look at new risks "
44

sales J J GRAHAM, J V O'CARA, S E COHEN, D. J CLEARY, JR, nce-presidents vvas badly inJured in a car accident My company is going to pay Robert French
G. R CRAIN, secretary and treasurer. I H TERRY ass,stant secretal¥ and ass,stant
tieasuTer more than $4,000 for the hospital expenses," he said "This is un-- Wm H MeGee & Co, Inc

Cable address ADAGEAPI precedented in the insurance industry " Dallas regional office

Published at 740 Rush St. Chicago 60611 ( 337-5200). Offices at 630 Third Ave. New Unfortunately, he had little else to offer in the way of "hot and Editor's Note The article ap-
york 10017 ( YU 6-5050), National Press Bldg., Washington, D C 20004 ( RE 7-7659)
1018 Fisher Bldg, Detroit 48202 (TR 2-7211), 6404 Wilshire Blvd, Los Angeles 90046 unheralded" news, and it didn't take long for the life pitch to ease Peared in Business Insurance,
(OLive 1-3710), San Francisco (GR 4-8532) , Fort Lauderdale (564-1850)
35 cents a copy, $8 a year m US, Canada and Pan Amenca Elsewhere $4 a year extra ltS way into the conversation with an offer of a 4,

computerized May 6,1968, page 4 Bus,ness In-

WILLIAM STRONG, circulation director Four weeks' notice required for change of surance wdL honor requests for
address Address all subscnptton correspondence to ELOISA D'OVIDIC), circulation survey of our reporter's present insurance setup repnnts as Zong as the supply
services manager
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Slum insurance report labeled
'absurd and false' by insurers

BOSTON-A report released
here claiming that half of the
city's disadvantaged and pre-
dominantly-Negro area homes
and businesses are uninsured has

been labeled as "absurd and
false" by the Massachusetts in-
surance industry.

The survey, part of the nation-
wide report from the President's
commission on insurance within

riot areas, also charged that 61%
of ghetto-area businessmen and
homeowners have great diffi-
culty obtaining adequate cover-
age.

The report, released here by
the Harriet Tubman House, a
neighborhood center affiliated
with the United Fund, showed
that 15% of the businesses in-
sured are either underinsured or

paying more than the standard
rates.

THE STATE insurance indus-

try, led by Arthur C. Conley,
counsel for the American Insur-

ance Assn. and Joseph P. Heg-
arty Jr., counsel for the Amer-
ican Mutual Alliance, took strong
exception to the survey.

"The statement that half of

Roxbury's homes and businesses
are uninsured is false and plainly
absurd in the face of the superior
underwriting record of proper-
ties covered at standard rates in

recent years under the voluntary
all-industry inspection program
in cooperation with residents of
the area and the Massachusetts
division of insurance," they said.

"Not only the validity but the
good faith of these preposterous
figures must be challenged in the
light of the actual underwriting
record," they added.

In blasting the report, Conley
and Hegarty asserted that since
the inception of the voluntary
inspection plan nearly eight
years ago, 26,851 properties have
been inspected and 32,711 pol-
icies have been issued for a total

of $220 million in standard rated
fire insurance in Roxbury and
the city's South End.

"MOREOVER, 96% of all prop-

erties inspected were written at
manual or standard rates," they
said.

Herbert Fajors, president of
the Tubman House's Citizens

Advisory Council, said, "Insur-
ance is the key to the rehabilita-
tion of the ghetto. Without ade-
quate insurance coverage busi-
nesses are not going to build,
homeowners are not going to re-

pair."
Fajors, in outlining the results

of the survey, said 47% of Rox-
bury homeowners report they
have no insurance at all due to

prohibitive costs; 33% consider
themselves underinsured, and

37 % reported serious problems
of getting fire insurance.

A similar survey of Boston's
South End showed that 61% of

business establishments and

36.9 % of dwelling units are
either uninsured, underinsured

or paying more than normal
rates; 48.2% of business estab-
lishments reported they are un-
insured because of excessive

costs or unavailability bf cover-
age.

IN ADDITION, the Tubman
House is conducting a series of

mass meetings for people from
all core city areas on the prob-
lems of obtaining insurance. The
organization is attempting to
mobilize support for House Bill
695 which would create an urban

area insurance placement facil-
ity to provide basic property in-
surance to all in urban areas.

The group also favors several
amendments to the proposed leg-
islation which would extend cov-

erage to include provision of a
state-regulated uniform code of

standards for insurability; the
provision of homeowners poli-
cies in addition to fire insurance,

and a provision which would set
insurance rates.

Observed Fajors, "You can't
get a mortgage without insur-
ance." He said state insurance

companies have ruled certain

districts uninsurable and out-of-

state companies have moved into
the vacuum and are able to

charge exorbitant rates for in-
adequate coverage.

HOUSE BILL 695, filed by
Rep. Michael Dukakis, reported
out of the insurance committee

favorably, is currently being re-
drafted. Under the proposed bill,
all insurance companies provid-
ing basic property insurance in
the state would be obliged to

provide basic property coverage
to all "eligible" applicants.

The insurance placement facil-
ity, composed of these insurance
companies, would apportion this
basic property insurance in ac-
cordance with the amount of in-

surance written by that company
in the state.

The bill would also provide the
right of appeal by those denied
insurance to the state insurance

commissioner or his delegate and
finally to the superior court.

The insurance spokesmen
maintained that the very bill
that Faj ors' group is supporting
is the product of the cooperative
effort by the insurance industry
here, the legislative committee
on insurance and the Massachu-

At the top of American industry you find

companies like these. d CHRYSLER Re,171 CORPORATION

Companies known far and wide.

 ZINIROYAL

Companies whose products and services

are household words. Lipton E!
Food companies, clothing companies, distillers,

$18 -Arrow+ .Schenlell

heavy industry, office equipment and glass.

business insurance, August 12, 1968/13

setts division of insurance.

Taking issue with the report's
criticism of uninsurable proper-

ties in Roxbury and the South
End, they said the division of in-
surance and the fire insurance

industry inaugurated the all-in-
dustry program in 1960 to make
coverage more available in these
areas.

"It came to be known as the

'Boston Plan,' and over the years
has been used as a model for sim-

ilar programs in urban areas
throughout the country." The
New England Insurance Rating
Association here serves as a

clearinghouse in carrying out
the plan and virtually all fire in-
surance companies doing busi-
ness in the state take part. •
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Building products, chemicals, books, !£1 1. 
air conditioning, retailing, textiles and toiletries.

 !5nnENS (§ lite 2 (.(cplb

All these giants have at least one thing in common...

the risk of enormous loss which towers above the limits stated

in their primary insurance contracts. Protection against this "above and beyond"

loss is called Excess Lines. For all these companies...

for one out of four of America's top 500 companies... *Excess Lines insurance is provided by 4¥h , T H E
1 HOMEIs your company insured by The Home?

If not, there's room for you to rest assured, right here.
- INSURANCE

COIVIPANY

59 Maiden Lane, New York, N. Y 10008
Affiliates: The Home Indemnity Company
Peoples-Home Life Insurance Company
of Indiana
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Con dec consolidates :ite, hea/th
coverage at Connecticut Genera/

By WILLIAM GUEST

OLD GREENWICH, Conn.-
londec Corp. has consolidated

group life and health coverages
at all seven of its locations with

Connecticut General Life Insur-

ance Co., resulting in a net sav-

ings of approximately 10%.
"This saving could have been

substantially higher," explained
Robert H. Keane, director of em-
ploye relations, "only we decided
to share a major portion of any
saving with our employes in the
form of increased benefits."

When the insurance executive

joined Condec, 18 months ago,
coverage for some 3,500 employ-
es of the various divisions was

spread among three insurance
carriers and various Blue Cross

and Blue Shield plans.

. THE NET RESULT was con-

fusion in claims handling, billing

and coverage," Mr. Keane said.
For example, he pointed out that
some Ohio employes were cov-
ered by a Blue Cross and Travel-

ers plan in Connecticut. "I real-
ized at once that this was an ex-

pensive way to do business," Mr.
Keane commented.

Corroon & Black Co., the bro-

ker on the entire casualty ac-
count, was asked by Mr. Keane
to make a survey of employe
benefits and their costs at all

seven locations. As a result, it
was recommended that all cov-

erages be consolidated under
one carrier.

The next stage, explained
John F. Miller of Corroon &

Black's group and retirement
plans department, was to put

specifications out to eight insur-
ance carriers-including Conti-
nental Assurance, Travelers and

Aetna-the existing carriers. Al-
so invited to bid were the Con-

necticut General, John Hancock,
Liberty Mutual, Massachusetts
Mutual and Pacific Mutual insur-

anct companies.

"WE PLACED GREAT em-

phasis on claims procedures,"
continued Mr. Keane, "and one

of the questions asked all the
companies was the locations of
their regional and local claims
offices, relative to Condec's var-
ious divisions."

Another question Mr. Keane
considered important was

whether the companies were
prepared and equipped to have
claims representatives personal-
ly call on each Condec division at
intervals of two weeks, on a con-

tinuing basis, and to submit
monthly reports to Condec's cen-
tral office on these matters.

The objective in setting up an
overall plan was to establish a
standard benefit structure, Mr.

Keane said, "but at the same
time we wanted our divisions to

maintain their autonomy.

"THEREFORE," he continued,
"each division indicated, and
was permitted to eliminate, any

coverages felt to be unneces-
sary."

Local autonomy is a strong
point at Condec, a diversified
manufacturer of aircraft and

missile ground support equip-
ment, power and supply units,

research and development sys-
tems, and military vehicles,
which increased sales by 64% in
1967 to $75,000,000.

Because of this corporate insis-
tence on each general manager

making his own decisions, Mr.
Keane personally traveled to
each location, selling the advan-
tages of one plan.

By now, the choice of carriers

had been narrowed to four, and
representatives of the insurers
met with Mr. Keane at Corroon

& Black's New York office. "The

Connecticut General and Travel-

ers survived," Mr. Keane said.

THE PROGRAM WAS refined

further, and Mr. Keane took to

the road again, visiting all plants
and inviting final comments. As a
result, the Connecticut General
emerged as the final winner.
"The whole process took be-

tween six and eight months," Mr.
Keane said.

Condec chose the Connecticut

General because of its claims

control methods, Mr. Keane ex-

plained, "since my philosophy is
that an employe should get the

maximum he's entitled to-but

not one cent more." Another fa-

vorable point, he added, was that
the projected net employer's cost
of funding the group plan
worked out to be lower over a

three-year period.
Medical coverage for salaried

employes is written as a base
plan with a superimposed major
medical. The daily room and
board rate varies with each loca-

tion, geared to local costs and

practices, "but runs as high as
$50 in El Segundo, Cal.," Mr.
Keane said.

THE MAJOR MEDICAL, in
general, runs up to $25,000 max-
imum per illness, subject to a de-

ductible consisting of the base
plan plus a further $100 per ill-

ness. The co-insurance factor is

80%/20%, and the daily service
charge maximum is the full cost
of a semi ·private room.

Maternity benefits are $250 for
a normal birth, $400 for a caesar-
ian and $150 for a miscarriage.
The daily allowance for a doc-

tors in hospital visit is $5, subj ect
to a maximum per disability of
$600.

Surgical expenses also vary
and are written on a relative

value scheduled basis, which Mr.
Miller described as the "modern

concept of determining charges."

BY THIS METHOD, he ex-
plained, surgical charges are de-
termined by the medical profes-
sion itself, based on its own esti-
mate of the time and skills re-

quired by a doctor to perform an
operation. These estimates can

vary by localities.
Group life insurance coverage

was also consolidated at the

same time, and in general, cover-
age is one times annual salary,

You manage labor costs,

raw material costs

subject to a limit of $50,000.
Mr. Keane has also installed a ,

new long term disability plan for
salaried or nonunion hourly paid ]4
employes. Benefits start after six 1
months' total disability, and con- 4
tinue to age 65 for both accident 1
and sickness.

THE COMPENSATION is 60% 1
of an employe's basic earnings, f
subject to a maximum monthly +
indemnity of $1,500. The defini- "
tion of total disability is broad t
enough to include the inability to
engage in every gainful occupa- 1
tion for which the employe is z
fitted "by reason of education, 0
training or experience."

Condec has also established -

pension and profit sharing plans, '
Mr. Keane said. The pension

plan, which covers all salaried ,
employes, is trusteed and. con- :
tributory.

If an employe leaves Condec
and doesn't elect to withdraw his *,

accumulated contributions, he t
Continued on page 15 ,

and sales costs beautifully
You know exactly where you stand.

Congratulations.
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ost corporate buyers resist
picking up tab for group auto: prof

ATLANTA-Although most ers and employe benefits manag- why they are not eager to branch
corporation insurance buyers are ers, group automobile coverage out into other coverages," said

apparently opposed to group au- is opposed for the following rea- Mr. Webb.

tomobile coverage for employes sons: According to the Georgia edu-
in which the employer picks up • Fear that unions will force cator, who testified on group
all or part of the tab, Bernard L. corporations to pay the full pre- auto last month before the Sen-

, Webb, professor of insurance at mium; ate subcommittee on antitrust

Georgia State University, be- • It would start a trend toward and monopoly, neither state stat-
lieves such a development is in- further extending benefits into utes nor government regulations
evitable. homeowners and mortgage in. have had a serious effect on re-

Of 290 firms which answered surance; ducing the solicitations for col-

questionnaires sent out by Mr. • It would add to the insur- lective auto coverage.

Webb as part of a study on col- ance department's overhead "At least 36% of the corpora-
lective insurance merchandising, costs by increasing administra. tions surveyed had been solicit-

. only six indicated they would tive expenses such as claims han- ed," he said.
consider paying all or part of the dling. Mr. Webb contended that the

premium for group automobile development of group merchan-
coverage, he told Business Insur- "MOST CORPORATIONS in- dising is dependent on the will-
ance. dicated they are bogged down ingness of the employer to pay

According to Mr. Webb, whose with group medical and life in- all or a substantial part of the
survey included insurance buy- surance, which is another reason premium for the employe.

If you've ignored corporate
insurance cost analysis, we un-
derstand why. Who wants to sort
through a mess of gobbledy-
gook?

So we did something about it.
We came up with a system

called IRIS* that makes the gob-
bledy-gook plain talk.

In other words, IRIS translates
complicated numerical data into
understandable information.

IRIS answers questions: \A/hat
is your loss frequency by location?
The average claim age? What lo-
cation has the highest loss record?
The lowest? Why? Are there any
patterns, trends, relationships be-

State restrictions, he contin-

ued, discourage group and mass
merchandising, although a few
like Utah and Vermont state

that mass merchandising is legal.
Initially the movement toward

group automobile is expected to
be pushed by labor organiza-
tions. "The efforts of labor orga-

nizations are by far the most im-
portant," said Mr. Webb.

"If the current tort liability

system is retained, if employers
do not pay a part of the pre-
mium, and if unions do not take
an active interest," he said,
"about 10% of private passenger
insurance will be sold through
group and mass merchandising
methods by 1975."

On the other hand, he pre-
dicted a no-fault system coupled
with union interest and the addi-

tion of auto insurance to corpo-
rate fringe benefits could see
more than 20% of the market

covered by group merchandising
by 1975. •

tween one claim and another?

Where? Why?
IRIS tells you when and where

your insurance costs are out of
line, in language you understand,
in time to do something about it.

Simple, isn't it?
It could be IRIS is exactly what

you need to manage insurance
costs as efficiently as you manage
other corporate expenditures.

Another thing: We can inte-
grate IRIS into your present cost
analysis system, so you can see
a relationship between insurance
costs and other business factors.

If you d like more information
about IRIS, call your insurance
agent or drop us a note.

We 11 help you find out where
your insurance money is going.
And, most important, why.

*Industrial Risk Information System

Now what about insurance costs?

VPCONTINENTRL NATIONAL RMERIGRN GROUP
Dept. 1€WX, Continental Center, 310 S. Michigan Ave., Chicago, Illinois 60604

Continental Casualty Co; American Casualty Co. of Reading, Pa.; National Fire Insurance Co. of Hartford;
Transcontinental Insurance Co.; Transportation Insurance Co.; Valley Forge Insurance Co.; Valley Forge life Insurance Co.
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Pick Crowley,
Middelboe for

posts at Ford
DETROIT-Paul W. Crowley

Jr. will join Ford Motor Co. as

supervisor of the domestic insur-
ance section later this month,
Business Insurance has learned.

Mr. Crowley was insurance
manager at Crucible Steel Co.,

Pittsburgh. Earlier this year,
when Ford announced it was set-

ting up an off-shore captive in

Paul W. Crowley Jr.

Hamilton, Bermuda, Ford sent R.
A. Cover, foreign insurance su-

pervisor, to Bermuda as presi-
dent and managing director.

To replace Mr. Cover here,
Ford imported Ulrik Middelboe,
the insurance manager of Ford

of England, as manager of for-
eign coverages. Mr. Middleboe
managed the insurance risk of
Ford's giant plant in Dagenham,
reputed to be the world's largest
exposure to a single loss.

Mr. Crowley had been with
Crucible for five years; prior to
that he had been with several

insurance companies. Mr. Crow-
ley is a graduate of Clark Uni-
versity, Worcester, Mass.

Mr. Crowley's replacement
has not yet been named at Cruci-
ble.

Mr. Crowley replaces Thomas
A. Duffeld at Ford. Mr. Duffield

is now director of insurance at

Northrup Corp., Los Angeles. •

Condec...
Continued from page 14

becomes entitled to a deferred

vesting retirement benefit, com-
mencing on his normal retire-
ment date. He must, however, be

at least 55 years old and have
completed 15 years of credited
service.

ALL SALARIED employes be-
come eligible for the profit shar-
ing plan on the July 31 (Condec's
fiscal year) after they have com-

pleted one year of service. Funds
paid into the plan are based on
the profits of each individual di-
vision, "which gives local em-

ployes a sense of participation."
It took Mr. Keane, accompa-

nied by Lawrence J. Higgins, se-
nior account executive at Con-

necticut General's New York of-

fice, three weeks to install the

new group plan. Both men vis-
ited each plant and reviewed the
net costs with the general man-
ager, personnel director and con-
troller.

"We also had employe meet-
ings to introduce the new bene-
fits," Mr. Keane said, "but at all

times the local management in-
troduced the plan."

Having one common plan is
beneficial to the whole corporate
image, Mr. Keane feels, "because
employes can now be transferred
between divisions without hav-

ing to worry about their fringe
benefits." •
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Signal revamps insurance
department; other changes

LOS ANGELES-Signal Com-
panies Inc. has organized a new
corporate insurance department
to be headed by Charles H.
Porch. Mr. Porch, who has been
with Signal since 1932, will be
director of corporate insurance.

The new department is con-
ducting a policy review over the
next 30 days.

Manager of the new corporate
department is Waldo W. Powers,
insurance specialist with Signal
Oil and Gas Co. since 1936 and

insurance department manager
since 1958.

M. Rex Pearson, former risk

manager at TRW Systems, has
been named assistant manager of
insurance. Mr. Pearson was re-

placed at TRW by John Smith.

At Consolidated Leasing Corp.
John F. Daly was named insur-
ance manager to replace Don
McCarthy. Mr. McCarthy went to
Petersen Publishing Co.

At Douglas Aircraft Co., a di-
vision of McDonald Douglas,
Santa Monica, the insurance
manager's post has been filled by
John L. Dewey, formerly a bro-
ker. Mr. Dewey replaced Bob
Butler, who is now with Lock-
heed Aircraft Corp., Burbank. •

Name surety head
James F. Darby has been ap-

pointed account executive and
head of the surety department of
Miller & Ames-Forsgren, Port-

land, Ore.

Meticulosity
. . . is the word at Donnelly. It
sums up our attention-to-detail

approach to detecting hidden

and unnecessary costs in your
corporate insurance rates.
While we can't make any
promises beforehand, we can
report that for many of our
clients, our "meticulosity" has
paid off in reduced premiums,
i ncreased coverage, even i n
refunds on past premiums.

We can also report that

Donnelly now carries out
underwr,ting of major
companies through an

association of professional,
independent brokerage firms.
Equally meticulous represent-
atives overseas enable us to

handle your corporate

insurance needs anywhere in
the Free World.

Are we really meticulous?
The procf is in the bid.
Just ask.

A SUPERIOR jNSUAANCE SERVICE -

Sh
6 INSURANCE AGENTS AND BROKERS

24 Lackawanna Pl., Millburn, New Jersey 07041 / Phone: 379-6000 / Cable Donbro.
Complete Brokerage Facilities in: Atlanta • Boston • Chicago • Cleveland • Dallas
• Detroit • Indianapolis • Jacksonville • Kansas City • Louisville • Los Angeles
• Milwaukee • New York • Oakland • Philadelphia • Pittsburgh • Portland
• Saint Paul... and Foreign Affiliates in: Amsterdam • London • Milan • Paris
• Rome • Toronto • Zurich
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Coming...

September, 1968

Lawyers...
Continued from page 7
case of Union Carbide Corp. v.

Goett, a shore-based worker was
denied recovery.

The fourth circuit court of ap-

peals held that the barge was
"out of navigation" and, there-
fore, the shipowner owed no
warranty of seaworthiness to the
decedent, based on the U.S. Su-
preme Court "dead ship" cases.

Eight years later in a case
involving another shipyard
worker, the fourth circuit re-
jected the shipowner's argument
that because control had passed
to the shipyard, it could not be
held responsible for injuries and
the central inquiry was whether
the shipowner had control "at
the crucial time-the creation of

the dangerous condition."

THE ABOVE CASE, Mr.
Howell said, re-established a
cause of action available to ship-
yard workers against negligent
shipowners when they are in-
jured by reason of conditions
existing on the vessel at the time
the vessel is turned over to the

shipyard for repairs.

During a workmen's compen-
sation session, John V. Thornton,
Whitman, Ransom & Coulson,
New York, and associate dean of
the New York Law School, de-
scribed some limitations imposed
by the various states and the
findings of a committee which
studied the effect of strain and

trauma on the heart and great
vessels. He also reviewed several

heart case decisions.

Limitations imposed by cer-
tain states include whether the

heart attack was an "accident-

al injury" or an "injury by
accident" arising out of and in
the course of employment, while
other states subscribe to either

the unusual strain rule or the

usual strain rule.

The findings of the strain and

trauma committee, he said, con-
cluded that there was no known

"method, either clinical or patho-

, logical, of determining the causa-

 given event and typical coronarytive relationship between any

thrombosis with infarct

(scars)." This was the majority
opinion.

EXTRA GROUP ORDINARY

Thoughtful observers will perceive

that there is something extra-ordi-

nary about NWNL's Group Ordinary

Life Insurance plan.  NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

HOME OFFICE MINNEAPOLIS MINNESOTA

The minority opinion, one dis-
senting doctor, according to Mr.
Thornton, said "the evidence at
hand favors the verdict that un-

usual physical exertion or emo-
tional stress-may be the pre-
cipitating factor, not only of
acute coronary insufficiency (as
is admitted in the majority re-
port), but of acute coronary oc-
clusion as well."

Mr. Thornton reviewed a

number of heart cases in which

the decisions both disagreed and
agreed with the majority and
minority opinions.

A possible solution proposed
by another professor follows
along the lines of the New
York approach in heart cases.
Prof. Arthur Larson suggested
that if there is some personal
causal contribution in the form

of a previously weakened or
diseased heart, a heart attack
would be compensable only if
the employment contribution
takes the form of an exertion

greater than that of non-employ-
ment life.

However, Mr. Larson further
suggested, that if there is no per-
sonal causal contribution, that is
if there is no prior weakness or
disease, any exertion connected
with the employment and causal-
ly connected with collapse as a
matter of medical fact would be

adequate to satisfy the legal test
of causation.

Prof. Samuel B. Horovitz, Bos-
ton, said he thinks that in work-
men's compensation "we are way
behind many countries."

FOR INSTANCE IN Israel,
workmen's compensation covers
a person from "portal to portal."

He urged his listeners to see
that in their states there is per-
manent total disability and med-
ical coverage available.

One speaker advised post mor-
tem examinations in all work-

men's compensation cases and
another speaker warned at-
torneys not to be sloppy in the
preparation of expert witnesses
because "they are very impor-
tant to you."

He advised lawyers to spend
plenty of time with experts and
during the medical testimony, at-
torneys should give the experts a
hypothetical question.

Noah C. A. Walter, deputy
commissioner, bureau of em-
ployes' compensation, U.S. De-
partment of Labor, described the
workings of workmen's compen-
sation in the District of Colum-
bia. Medical treatment for in-

jury, he pointed out, must be
provided by the employer: how-
ever an employe is not given a
free choice of physician. Each

Management Consultants

employer is required to maintain
in his place of business a list of
physicians from which the in-
jured workman selects a treating
physician.

There is no limit on amount of

compensation payable for per-
manent total disability and fatal
cases in the district; compensa-
tion for temporary total disabil-
ity and permanent partial dis-
ability is limited to $24,000. Tem-
porary partial disability is lim-
ited to five years.

Further, he described, a pro-
gram of rehabilitation with pro-
visions for supplementary allow-

ances not to exceed $25 per week
during the period of training
and/or treatment is provided.

As administrator of the dis-

triet's workmen's compensation,
he said his concern is how to

ameliorate the plight of the in-
jured, their dependents and/or
survivors by assuring them at
least partial compensation for
wage loss suffered and com-
petent medical services in accord
with the law and foster their re-

turn to gainful employment
within their physical and educa-
tional capabilities.

Donald Madole, Washington,
D.C., told his audience that there
is a tremendous amount of in-

formation available for discov-

ery in airline accident cases. He
referred to the Trans World Air-

lines crash near the Cincinnati

airport and made reference to
the specific government informa-
tion sources that he reviewed

and what he found.

One of the first questions he
was concerned with in this ac-

cident was whether the length
of the runway was sufficient
for Boeing 707 takeoffs and

whether there had been previous
accidents involving this particu-
lar aircraft and runways.

He pointed out that Federal
Aviation Agency flight manual is
available in the technical li-

brary. He found that in civil
aviation there is on file specific
test data.

Milton G. Sincoff, New York,
listed a number of manuals

which are basic in the operation
of aircraft. He said that in a com-
nlercial accident the federal

agency can compile an accident
package organizing such things
as charts, transcripts of radio
conversations, etc.

In referring to the recent de-
lays in the New York area, Mr.

Sincoff said that when regula-
tions are followed, the airports
can't accommodate the aircraft

in the sky but "we should wel-

come this strict compliance be-
cause we can't afford to lose

lives." •

COMMONWEALTH SERVICES INC.

NEWYORK, N. Y.
300 PARK AVE.

(212) 688-1800

JACKSON, MICHIGAN

WASHINGTON, D.C.

Insurance and Pensions:

insurance audits,

management of corporate insurance programs,

evaluation and planning coverage for specific application,

analysis of pension and employee benefits programs.

Commonwealth diversification helps
management solve complex problems.

Its strength is reinforced by its ability to
draw upon the resources of its various companies.
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business insurance/perspective

Now that some bad risks have been canceled,
will lines on business with good
experience be increased?
by Charles F. Levinson
insurance manager
Port of New York Authority

Charles F. Levinson

Whatever opinion one has of the wide-

spread cancellation program in slum
areas instituted by the Royal-Globe
Group, one must admire their courage in

bucking the tide of public opinion to run
their business the way they see fit.

There has been too much me-tooism

in the insurance industry. Organiza-

tions that control changes in policy of
their member carriers have catered to the

more conservative elements of their

Giles on the law

membership. Conservative as an adjec-
tive is defined by Webster as "tending or
disposed to maintain existing views or
conditions." Certainly this is the way the
insurance business has been run in the

past.
Granted certain leaders have emerged

from time to time, such as the Insurance
Co. of North America, which almost
single-handedly launched the multiple
peril policy with its homeowners filings.
The Factory Mutual Group and the Fae-
tory Insurance Assn. also deserve credit
for their continuing excellent service
geared to prevent any losses rather than
pay claims.

The American Insurance Assn.,
' through its engineering and safety de-

partment, has literally thousands of ex-
perts in commerce, industry and govern-

ment working without fanfare and pub-
licity on making exposures to life and
property less hazardous through the es-
tablishment of standards. Some excellent

experimentation is being done by a few
carriers' interesting variations of the
Keeton-0'Connell type of auto coverage.

HOWEVER, BY AND LARGE, control

of policy for the individual carriers is in
the hands of my generation, who were
raised in the depression, said a fervent

"thank you" when they got their first job
and are ready to run for cover every time
a storm cloud of new conditions appears
Recently, a leading insurance executive

told me of the possible impending pur-

chase of a large insurance group by a
corporation not in the insurance business.
My friend's big concern was that the pos-
sible purchaser had a 28-year-old presi-
dent. In deference to my friend, who is
one of the elder statesman of the busi-

ness, I did not express my personal opin-
ion that perhaps the objective examina-
tion of the insurance group involved by
outsiders might strengthen its operation.

Perhaps all insurers might organize a
"junior management planning council" so
that the "conservative" attitude of those

in policy control of American carriers
might be balanced and tested. The Amer-
ican insurance industry has so many
problems for which no real solutions have

been put forth by carriers and which the
government will attempt to solve in its

own way, possibly to everyone's detri-
ment.

This is why it is refreshing for me as an
insurance buyer to see some carrier take
individual action of some type.

PERHAPS THE ROYAL, while it is
getting rid of the poor risk where losses
are uncontrollable, might at the same
time take steps to increase its lines on
business that has had good experience.

This would help to solve some of the
capacity problems of the larger risks.

Best's for 1967 lists the Royal-Globe as
17th largest in the U.S. with total premi-
ums of $373,000,000. Also listed are assets
in the U.S. of more than $780,000,000. Cap-
ital and surplus, on which the maximum

When is an accident an accident?

by John W. Giles
attorney-at-law
Washington. D.C.

When you are insured against injury or
destruction to property you caused by an
accident, what does the policy mean?
What is an accident within this type of
coverage? There are many cases on this
subject, but the latest expression of the
Maryland court of appeals concerns the
liability of the insured for extensive
smoke and soot damage caused to prop-
erty by a fire ignited by the insured.

The insured was engaged in the busi-

ness of clearing and excavating land.
Cleared trees were placed in piles and
burned. The piles were located at a dis-
tance of 300 or 400 ft. from the nearest

building. Fuel oil was poured on the piles
and they were set fire. Due to a high
wind, the fire produced a heavy black
smoke which damaged nearby homes and
their contents.

The insurance company took the posi-
tion that this was "no accident" under the

policy. Its position was sristained by the
Maryland court of appeals. The court said

that the insured took no precautionary
measures to prevent the damage. A con-
tractor who piles trees and underbrush in
10 and 12 foot piles, adds fuel oil and

rubber tires and permits the fire to burn
for 36 hours before it is extinguished,
should be charged with the responsibility

of foreseeing that a pall of smoke and
soot will result, which may damage adja-
cent properties.

We agree with this result and observe
that in these policies against accidental

damage to property, you cannot go ahead
blindly and injure property and then

claim "accident." While you may be cov-
ered, in any situation where there is a
possibility of damage to other property,
the utmost precaution must be exercised
by the insured. An accident in these poli-
cies means an event that takes place
without one's foresight or expectation.
You are not insured here against lack of

reasonable foresight. It seems very diffi-
cult to get away in this world from the
criterion of the "reasonable man" and get
paid.

*****

It is not a case of "let the buyer be-

ware" but "let the builder beware" in a

recent decision by the supreme court of

Texas. That court rejected the theory
that the doctrine of caveat emptor applies
to the sale of a new house by the builder
who was the seller. The court held that

the builder, when he sells a house, im-

pliedly warrants that the house was con-
structed in a good workmanlike manner
and was suitable for human habitation.

The purchaser claimed that defects in
the fireplace and chimney had caused the
house to partially burn. The fact that the
fireplace had been constructed by an in-
dependent contractor did not preclude
the purchaser from recovering from the
builder-vendor.

This decision is another indication of

the increasing trend on the part of the
courts to extend the doctrine of products
liability and hold the manufacturer lia-
ble. Builders may well consider the
necessity for adequate insurance protec-
tion.

****

"Just follow the directions !" You have

seen and heard these words many times,
but if you expect to hold a manufacturer

permissible single commitment subject
to loss would be based, reflect a legal

ability to write more than $20,000,000 on
any one risk.

This potentially gives this one group
about half the capacity that is available
through the entire Lloyd's of London
market. Yet, their participation in the av-

erage large line subj ect to one loss prob-
ably does not equal 10% of this potential
on any one risk. I'm not singling out the
Royal-Globe Group, since they are only
one of many of the followers of conserva-
tive practices in underwriting typical of

what has limited the capacity on large
lines. If the Royal has taken the lead
individually to run its business with the
profit motive foremost ( as I believe it

should), then let us hope they will lead
the rest of the carriers in raising their par-
ticipation on the large profitable lines to a
point where the increasing capacity prob-
lems of buyers with large exposures are
covered. m

Charles F. Levinson, insurance man-

ager, the Port of New York Authority,
holds a B.A. degree from Columbia Uni-
versity and a CPCU designation. He was

former'V associated with a number oj
Midwest stock insurance companies as
insurance underwriter and field man. MT.
Levinson served as insumnce manager of
Magnavox Co. from 1954-57, subsequent-
tV becoming insurance consldtant to In-
surance Audit & Inspection Co.

in strict liability for injury to you by one
of his products, you must, says Texas law,
"follow the directions."

The U.S. court of appeals for the fifth
circuit recently considered a case in
which a driver sought recovery from a
tire distributor when the tires failed and

the car turned over, injuring him. The
driver purchased the tires from a gasoline
station. He wanted 900 x 14 tires, but was
advised that 800 x 14 was the largest tire
that should be used on his car.

Finally, he compromised by buying 850
x 14 tires, against the advice of the seller.
The tire manuals recommended 24 to 26

pounds of pressure for these tires. This
driver knew it all, and carried 35 pounds.
He even, for variety, drove the car with
15 pounds of pressure and he pushed the
car over unpaved roads on camping trips.

While he was driving 60 m.p.h., one of
the rear tires blew out. He slowed down

to 35 mph and at this point one of the
front tires came off the rim and caused
the car to roll over.

On appeal, after the distributor won in
the lower court, the court of appeals held
that the driver had consciously purchased
an improper size tire; in addition, he
drove the car with air pressure either
above or below that recommended in the

published manual and he drove the car at
excessive speeds over rough ground. The
decision for the distributor on appeal,
was grounded on Procter-Gamble Manu-
facturing Co. v. Langley, 422 S.W. 2d.
773. •
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doubt, it is imperative that an agent or

Self-insurance and deductibles broker be consulted

Is the program soundO Can K be done
in the present insurance market 9 There

during a profit squeeze are many exceptions to the overall pro-

gram that should be considered, particu-
larly if the exposures are extremely high

by Clyde Beaumont, CPCU and the cost to insure low Data process-

manager, sales department
ing and accounts receivable are exam-

E H Crump & Co
ples After this, the next factor to con-
sider is whether or not the corporation

Memph,5 can in fact provide this program The
one shown Transit values should be state, and the corporation is required to dollars savings amount with a $20,000 or
listed with maximum exposures Finally, provide a program of protection in ac $25,000 deductible should be consider-

4 there may be property belonging to cordance with these requirements able

others in the care and custody of your After we have analyzed in detail all of
li, 'i 4 corporation that should be specifically the exposures with which our corpora- THERE ARE many administrative

listed by location tion is faced, we ai e now ready to design costs that will increase It is absolutely
In addition, there are several other an overall program of insurance We

17
necessary that statistics be maintained to

specific types of property that should be .have all of the pioperties that the cor administer the deductible and self-insur-
studied and actual values determined poration owns listed in front of us show- ance PI ogram that are required This will

1 li This specialized property should be listed ing the buildings, contents and special- obviously necessitate employing addi-
in column form opposite the locations ized property We know the income ex- tional clerical personnel to maintain
Automobiles, trucks, motorized equip- posures that have to be protected and these records
ment, watercraft and aircrat. owned by have an understanding of the overall A larger technical staff for engineering
the corporation are examples In addi- operations and loss control programs will also have
tion, all boilers should be separately con- to be established Engineering and loss
sidered, because this machinery repie- IF OUR BASIC and primary objective control is unquestionably the key to sue-
sents a substantial investment The 15 to protect the corporation assets from cessful self-insurance or deductible con-

money and securities exposure for all large catastrophic losses, then this pro- cepts In fact, an effective engineering and
locations should be specifically consid- gram will be designed around this for- loss control program is the key to any
ered particularly where there are any mat The list of property will give us the successful insurance program Engineer-
retail outlets Data processing equipment maximum amount of all properties situ- ing can be provided by employing your
owned by the corporation or for which ated at any one location own staff or it may be purchased specifi-
the corporation is responsible should be This then will give us an indication of cally from an outside source
considered Any valuable papers should the overall catastrophe limit that is Claims will have to be administered by
be specifically analyzed In other u ords needed at one location We also need to the corporation This can be done by em
any specialized equipment that lS highly study the earnings and surplus of our ploying a staff adjuster, some agents or
valuable should be specifically listed and firm to establish the amount that the cor- brokers can provide this service, or an
included in the overall property list The poration could pay as a deductible

Clyde Beaumont
outside claim service firm can be en-

income statement provides excellent ref- Some firms consider as rough guideline gaged It ls absolutely important that all
erence for determining various types of 1 % of the net profit of the last five years' compensation claims, for example, be
property owned by the corporation capital surplus Regardless of the method paid in accordance with the specific state

(Thts M a transenpt of a speech Mr Beau- used, a figure will have to be determined law required Therefore, a qualified com-
mont made at the Houston Society of In- THE SECOND MAJOR exposure cate- which will be large enough that the cor- pensation adjuster will have to supervise
surance Management annual spring tn. gory to be considered is income Actual- poration can easily afford any loss in this these claims

Surance conference ) ly, all risks of a corporation involve loss amount In our program we simply will The corporation attorney will need to
of income since income will have to be strive to provide tOtal all risk protection be consulted to determine whether or not

It is reasonable to assume that as an used to replace property or satisfy liabil- on property in excess of this established a fund should be established out of which

insurance manager you have received in ltY Judgments, but for simplification, we limit self-insured claims will be paid This
the past year a memorandum from the will discuss income as that exposure re- This would mean that all physical loss fund creates a tax problem as moneys
executive department of your company sulting from the inability of the company to property would be self-insured up to deposited in the fund cannot be deducted
emphatically stating that lt lS now abso- to normally operate due to the destruc- our limit and all losses in excess of this as insurance expense, however can be-
lutely necessary that all managers make tion or loss of property All property limit would be protected come a substantial factor in the overall
a detailed study of their departmental groups having a replacement value and The income exposure has been deter- operation of your insurance department
expenses The profits are not increasing potential loss can be specifically mea- mined and, similar to property, catas-
in direct proportion to the expenses, and sured trophic exposures are the main concern SINCE YOUR employes are closer to
your written recommendation to control We are chiefly concerned in analyzing The income statement is studied for the the overall operations and exposures
your departmental expenses for the com- loss of income which results from de- determination of the amount the company than an insurance company, and pro-
ing year is requested Or to put it another struction of buildings Any peril that can can pay as a deductible, similar to our vided the corporation can provide all of
way, the profit squeeze has been felt by totally destroy a building has to be con- property limit. All possible sources of
us all

the administrative services usually ad-
sidered including the fire, windstorm, as income losses have to be considered ministered by the insurance company, It

There are many factors to be consid- well as boiler explosion, ear:hquake and when the loss could be in excess of our ean be stated that the cost of these ser-
ered, but there are two initial points to collapse We also consider the loss of in- retained limit Such exposures as extra vices will generally be somewhat lower
be made First, if we evaluate and come that resulted from destruction of expense, loss of income by fire, wind- if you handle them This, however, is not
analyze our risks, we cannot and should customers' property particularly if these storm, flood, or earthquake, employe dis- always true and will have to be studied lf
not be concerned with insurance as such firms are a maJor source of supp-y or honesty, forgery, and accounts receivable the corporate account is currently under
The place for the insurance program will sales are considered In addition, one should the retrospective plan
be discussed later Secondly, I am assum- Loss of income resulting from accounts consider the possible loss of income re- These administrative costs can be eas-
ing that all risks that can be eliminated recelvable is considered in this cate- sulting from curfew, especially if your ily determined if using the basic factor of
have already been removed gory as well as income resulting from building or the adjacent building could the insurance company as a guide and

There are several ways to begin our dishonest acts of employes Employe dis- not be damaged by a riot Loss of income adding to this the claim handling charge
evaluation I would like to recommend honesty lS the first exposure we have from a strike should also be considered I (loss conversion)
that we consider our exposures in four discussed in which the potential loss is un- repeat that a program should be studied The market place will have to be
maJor categories property, income, lia- measurable I cannot over emphasize the without any consideration of what can analyzed to determine whether your
bility, and employe benefit programs importance of studying this exposure and cannot be placed in the insurance overall program can be sold to the insur-

We are all aware that this lS the fastest market These will be considered later ance company Catastrophe insurance
FIRST, PROPERTY To evaluate this growing crime in the country today has to be purchased and the cost of these

exposure, it is necessary that we know Finally, there 15 an element of income THE LIABILITY exposure can be de- programs with anticipated losses will
how much we have To determine this, it exposure that has to be considered if one termined primarily by total evaluation of haye to be studied, with the many alter-
is suggested that we make a complete list of the key officials of the firm is removed the parent, each subsidiary, and their natives that might accomplish basically
of all of the buildings that our corporate by accident or death and there is no assis- particular operations and products By a the same program
entity owns Then in column form we list tant that could readily move into his po- complete study, we develop an underly- In summation, the profit squeeze
the replacement value of these buildings sition The loss of income resulting from ing program with total all risk excess makes it essential that large corporate
with a secondary list reflecting deprecia- hiring a new top manager can be sub- program Since all liability is catas- buyers consider cutting expenses Setting
tion or actual cash values The second stantial trophic and unmeasurable, all possible up this type program could be a good bus-
step is to list any buildings that you do liability exposures have to be protected iness decision, and through the scientific
not own but because of leases and other THE THIRD maJor exposure group to The employe benefit program is almost use of self insurance and a fund, large
arrangements are responsible for the ln- be considered iS liability or the effects of mandatory Workmen's compensation profits might result from this insurance
surance These should be listed with val- adverse Judgments of law In developing and group coverages are required in operation without Jeopardizing the pi es-
ues indicated as above an analysis of this exposure for your cor- most cases by either state or labor, and ent insurance program or the corpora-

The second step in determining our poration, an approach is to list every sub- the program is usually written to coin- tion's assets

property expenses is to list all of the sidiary and chart their functions and op- cide with this requirement
stock, furniture, fixtures and miscellane- erations in detail This will give a good In summary, our sample program then
ous types of machinery owned by the overall description of corporation opera- could be divided into two categories
corporation Obviously, this type of prop- tions All operating functions have to be First, property and income exposures Clvde H Beaumont joined the Travel

erty will be located in all of the buildings considered such as products manufac- could be combined where you could ers Insurance Co as a eld supervisor M
listed above, and lt lS quite probable they tured or handled, operation of equipment, carry, for example, $25,000 deductible 1956 In 1960, he was transferred to the
will also be located in other places, for automobiles, aircraft, boats, as well as em- with total all risK protection above that home ofice m Hartford as an instructo
example, public warehouses and in trans- ployer liability Since all liability expo- level Secondly, we would combine habil- for Aeld men and agents In 1962, he came
it The values of this property should be sure is unmeasurable, it is necessary that ity and compensation with a $25,000 de- to Memphis as the manager of the local
listed in another column opposite the catastrophe protection be afforded on the ductible with all risk protection in excess Travelers oflice and three vears latel
specific locations Public warehouses reg- total all risk concept of losses of that figure Joined E H Crump & Co Mr Beaumont
ularly used should be separately shown The final maJor exposure group is em- At this point, we are ready to bring in ' acquired his CPCU designation in 1965
with maximum values stored and miscel- ploye benefits In today's economic arena, a local agent or broker As an agent, I and ts the immedzate past president o j
laneous storage locations should be workmen's compensation and group cov- v,ould hope that we would be considered the Memphts chapter of CPCU Mr Beau
crrnlinprl unth ynovirntlyn Irslinpe st inv Arn¢YAC grA rlirtntpri hv lehnr nnri tho thrnlisshrnit vruir evAhi:Ition Withntit A ninTit 20 marned nii d haf three rhildren



Bankers does it better
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ACCIDENT

LIFE

HOSPITAL

DISABILITY

r

"r MEDICAL

We'll
SSURGICAL

custom-build .19/01

any or all of these into your
Bankers Payroll Deduction Plan
and shoot for 91%, 95%, 99%

sign-up.

with custom·made plans for these flexible coverages...

Voluntary Payroll Regular Group Plans
Deduction Plans • Hospital · Medical · Surgical

• Long Term Disability • Major Medical
• High Limit Accident • Life

• Cancer and Dread Disease 0 Travel Accident

Dealer and Distributor Plans

Credit Card Plans

Over 100 out of America's 500 largest companies as
listed in FORTUNE carry Bankers Employee Benefit Plans.

Ask Your Broker
or call or write us.

You can expect a 91%, 95%, 99% enrollment in a Bankers Payroll

Deduction plan for your people because we custom-build the

plan to your measurements. Our flexible coverages fit everyone's

needs for broad, high-limit protection. Employees are quick to

recognize tile big value they get with our low group rates. And we

custom-build our pre-tested enrollment plans to help you get the

greatest number of people to sign up. Call us for a fitting!

GROUP AND SPECIAL RISK DIVISION

BANKERSf LIFE & CASUALTY CO.

MULTIPLE LINE INSURANCE CO.
4444 WEST LAWRENCE AVENUE, CHICAGO 60630, PHONE: 312·777-7006
BRAICH OFFICES IN MAJOR CITIES • AFFILIA-ED COMPANIES: Constitution Life, Chicago • Gotham Life, New York

Certified .ile of California · International Life, Louisville · Marquette Life. Chicago
State Life of Colorado · Union Bankers, Dallas • Southeast Title, Lake Park, Florida
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There are 16 pages
in this informative

Guide to Oespard Services ==
but they all boil down to a concise description
of the insurance services and facilities

that can help you achieve two things:

1. Keep out of trouble

2. Be well protected if trouble comes

Glad to send you a copy;

no obligation on your part.

A!1 foims ot insufance

161 William Street, New York, N. Y. 10038
Telephone 012) 964-9/00

Police air patrol grounded;
ask $25,000,000 coverage

SAN FRANCISCO-Problems

in obtaining $25,000,000 in liabil-
ity insurance have grounded this
city's new police helicopter
patrol.

The city specified it wanted
liability coverage for two heli-
copters it borrowed from the
Army. The highest bids it could
get were for $3,000,000.

Mrs. Ora Scheel, of Mund, Mc-
Laurin, the city's insurance con-
sultants to San Francisco, ex-
plained that the helicopters are
13 years old.

"There have been some prob-
lems of balance with them in the

past," Mrs. Scheel said, "and
since they were built there have
been considerable changes in
helicopter design and construe-
tion."

Five policemen previously had

been named by Police Chief
Thomas Cahill to fiy the helicop-
ters. All were pilots, but only one
had experience with helicopters.
They are to receive 40 hours of
helicopter training.

City purchaser T. F. Conway
had advertised for bids for insur-

ance for the police helicopters
and now will seek advice of the

police department and city con-
troller.

The original deadline for sub-
mitting the insurance bids had
been mid-June. The deadline was

extended when only one bid
came in. Five additional bids

were then presented by local
brokers.

Mrs. Scheel said the quota-
tions received "either did not

comply with the specifications or
contained errors." •

Caught in
the pensin
squeeze .

Call in a Continental

Assurance expert

Who says you can't keep everybody happy?
Yoir insurance man working with a Continental
Assurance group pension expert can show
you how it's done-even when you're trapped

between demands for bigger employee
benefits and bigger profits.

What is the ideal answer to the "pension
squeeze"? Hard to say. Because everyone's
problems are just a little different. For one

company a split funded plan may be best.
For another business, perhaps a form

of profit sharing.

Whatever your pension problem, you'll find
a Continental expert can tailor a plan to deliver

a g*eater return on your investment. It may
even reduce the size of the investment. And

wouldn't that keep everybody happy?

Continental's Group Marketing Specialists
are nearby in 34 sales/service offices, coast-to-
coast. Or, write Robert M. Powell, Asst. VP,

Dept. 109, Continental Assurance Co.,
310 S. Michigan Ave., Chicago, Illinois 60604.

LUe
ONTINENTAL rfiSSURANGE G.

Creators of more different contracts lor pension
funding than any other company.

Embarcadero

Center cover

contract set

SAN FRANCISCO-A $5,000,-
000 contract to provide work-
men's compensation and general
liability insurance during con-
struction here of the $150,000,000
Embarcadero Center, has been
awarded to Fireman's Fund

American Insurance Cos.

In addition, Fireman's Fund
will be the lead company in pro-
viding property insurance cov-
erages on the first phase of the
project, a 45-floor $24,000,000 of-
fice building scheduled for com-
pletion by mid-1970.

The insurance was written

through the company's San
Francisco branch office. The

Fred S. James Co. placed the
coverages for the proj ect de-
velopers, David Rockefeller,
New York; Trammel Crow, Dal-
las; and John Portman. Atlanta.

The Embarcadero Center also
will include a 25-floor office

building, a 60-floor office tower,
an 800-room hotel, three thea-
ters, shops, stores and enclosed
parking for 2,000 cars. It will
cover 8.5 acres. s

AAer/ 29...
Continued from page 10
Amendments, it was only neces-
sary to prove, by animal and hu-
man testing, a drug's safety-not
its effectiveness-to get FDA ap-
proval.

As was the usual pattern, how-
ever, Richardson-Merrell con-

ducted its tests with an eye both
to what the FDA required and
what would be useful in later

promotion of the drug.

THE RESEARCH department
studied the degree to which the
drug lowered cholesterol, how it
worked and the toxic effects it

had on tissues and organs when
administered in different dosages
:o rats, dogs and monkeys. Later,
the drug was tested in humans
by doctors hired by the company
to act as clinical investigators.

Richardson-Merrell did not re-

port to the FDA the development
of cataracts in both dogs and rats
being tested with MER/29. It al-
so did not report, according to
the suits against the firm, that
one of the monkeys being tested
with the drug lost 25% of its
body weight. Instead, according
to the suits, the firm redrew a
chart showing monkey weights
to indicate that that particular
monkey actually gained weight.

And, while the drug was on
the market, Richardson-Merrell,
the suits allege, failed to inform
the FDA of reports from another
drug company, Merck & Co., that
cataracts had developed in ani-
mals tested by Merck scientists
with synthesized MER/29.

In testing involving humans,
when doctors asked whether

MER/29 might be causing such
side effects as cataracts and loss
of hair, the firm allegedly re-
ported no knowledge or prior re-
ports of such effects in humans
or animals.

And, despite mounting evi-
dence of the drug's potential
harm, the company allegedly
promoted the drug as "entirely
safe" and free of side effects right
up to the time it was taken off the
market.

In its next issue, Business In-
surance will discuss the FDA's

three of its scientists.



Birth rates decline in
industrial countries

NEW YORK-Birth rates in

most industrialized countries

have been on the decline, accord-
ing to Metropolitan Life Insur-
ance, but rates in most of Asia,
Africa and Latin America have

remained high.

In Europe, for example, seven
countries have reported record-
low rates. The Soviet Union's
birth rate has decreased from

25.4 per 1,000 in 1957 to 18.2 in
1966. The 1966 birth rate in Ru-

mania was 14.2 per 1,000-the
lowest in the world.

In Northern Ireland, Ireland
and Spain, however, birth rates
exceed 20 per 1,000 population
and are still close to their post-
war peaks, Metropolitan said.

JAPAN HAS MARKEDLY re-

duced its fertility during the 15
years following World War II. Its
birth rate dropped from 30.2 per
1,000 in 1945-49 to 23.7 in 1950-54
and continued downward to 18.2
in 1955-59.

The birth level has since re-

mained about the same, except
for 1966, when the birth rate
dropped to 13.7 per 1,000. That
was the Year of the Fire Horse,
considered by Orientals to be a
bad time to bear girls.

Group plan
pays bill for
quadruplets

TORRANCE, Cal.-Harvey
Aluminum Co. picked up most
of an approximately $8,500 hos-
pital tab for quadruplets born to
the wife of an employe.

Part of the hospital bill will be

picked up by the company's ma-
ternity benefits underwritten by
the Prudential Insurance Co. of

America. The welfare benefits

provided by Prudential include
medical, surgical, hospital, dis-
ability income, accidental death
and dismemberment and x-ray
laboratory.

Medical, hospital, surgical, x-
ray and major medical are of-
fered to both the employe and
his dependents. Approximately

4,000 employes are covered by
the contributory plan.

During the year ending Oct.
30, 1967, the company paid out
$954,316 in premiums and had
claims of $888,764. The remain-

ing $63,260 was used for taxes
($20,688), commissions ($9,543)
and expenses ($32,899).

Marsh & MeLennan Inc. of

California, Los Angeles, received
$7,949.59 in commissions and
Dave X. Marks, Los Angeles, re-
cieved $1,593.57.

At the end of the year $2,292 #
was paid back to Harvey in divi-
dends or retroactive rate re-

funds.

Premium costs to the company
were $732,640 and to the em-
ployes, $219,384.

The California firm carries a

fidelity bond on the plan in the
amount of $500,000 underwritten

by Pacific Indemnity Co. How-
ever, it reported that last year
there were no losses to the plan

caused by fraud or dishonesty of
any administrator, officer, em-
ploye of the plan or other person
CO.

Grubbs Merges
Miller, Mason & Dickinson Inc.

has expanded its consulting staff
through a merger with Grubbs &
CA

t
f

Birth rates in other parts of
Asia-notably Formosa, Hong
Kong and Singapore-have also
begun to decline. In Formosa the
rate is now down to 28.5 from a

level long above 40. Hong Kong
and Singapore are now both
about 25 per 1,000.

Most other countries of Asia,
Africa and Latin America-

which include about two-thirds

of the world's population-con-
tinue with high birth rates. In
such countries as Mexico, Peru,
the United Arab Republic, Iran
and the Philippines, current
rates exceed 40 per 1,000.

In India, where good statistics
are lacking, it's estimated that

the birth rate is about 39 per 1,-
000-or about 20,000,000 births

Kenney named
benefits manager

RUTHERFORD,N.J.-
Thomas E. Kenney has joined
Becton, Dickinson & Co. as
manager of employe benefits.

Mr. Kenney was formerly
corporate employe benefits
supervisor at Warner-Lam-
bert Pharmaceutical Co. Prior

to that, he was group pension
supervisor for the Prudential
Insurance Co.

per year. The annual number of
births in China, Metropolitan
estimates, may be as high as 25,-
000,000.

The U.S., in contrast, has a
birth rate of 17.9, down 28% from
the 25 per 1,000 population in
1957. Canada's rate has de-

creased 36%, from 28.1 to 18 in
the same period. Last year's rate
was the lowest on record for

both countries. •

f

B/ue Shie/d to I
use national /D '

CHICAGO-The National
Assn. of Blue Shield Plans will
offer "certain national accounts"

an identification card for em-

ploye members of a nuinber of
local Blue Shield plans.

The associations said the new

card will speed up the processing
of claims by facilitating determi-
nation of benefit eligibility. The
host Blue Shield plan determines
the proper allowance for physi-
cians' services within its area,
the association said, from a regu-
lar claim form.

The card may be used with a
central certification and adminis-
trative system to provide a uni- 1
form set of benefits, the associa-
tion said. In addition, the card
will be valid when employes
move from one Blue Shield area

to another. •
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4 If you don't know
 ASK McGEE
TAILOR MADE FORMS

PERSONAL SERVICE

THE MULTI-LINE

MARINE OFFICE

Wm. H. M€Gee & Co., Inc.
MARINE UNDERWRITERS

111 John St., Now York, N.Y. 10038

Baltimore• Boston • Chicago • Columbus,0.
Dallas • Detroit • Houston • Los Angeles
New Orleans • Philadelphia • San Francisco

Seattle • Montreal • Toronto

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

This operating engineer
is insured by Pacific Mutual Life.
So are100,000 other men and
women in the building trades.

All over this country, people who build our
roads, dams, power plants, skyscrapers and
homes are insured by Pacific Mutual Life. PML
policies provide them with the protection of life,
short and long term disability, and medical insur-
ance as well as retirement benefits. Trade unions

representing carpenters, roofers, joiners, plaster-
ers, cement masons, operating engineers, dump
truck drivers and electricians are among our
group policyholders.

As one of the largest group insurance com-
panies in the nation, we understand and welcome
the special insurance needs of associations and
unions. Our net cost position relative to both
group and pension benefits is very competitive.
And our retirement programs show a continuing

high investment rate of return. We've worked out
transfers from other funding mediums to the com-
plete satisfaction of trustees who felt that a
medium offering a higher return was in order.

The advantages of service, cost, and coverage
enjoyed by our building trades clients and other
customers are worth looking into.

Pacific Mutual Life
The West's largest mutual life insurance company
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Role of public adiustor discussed
at Dallas-Ft. Worth ASIM meet

DALLAS-"After the Fire," a
film produced by the National
Assn. of Public Insurance Adjus-
tors, was viewed by members of
the Dallas-Ft. Worth chapter,
American Society of Insurance
Management, at their meeting
last month. Making the presenta-
tion was Robert G. Beneke, head
of R. G. Beneke Co., Dallas-based
public adjustor.

The film, which dramatized a
typical situation in which a com-
pany, having suffered fire dam-

How long
must you keep
important
papers?

1- 1
1 -- 1

Write for free booklet, 81-812
RECORD RETENTION

TIMETABLE, describing
Retention Periods as allowed

by government authorities,
and how to dispose
of them safely without
loss or worry !

W ELECTRIC WASTEBASKETco

145 West 45th St., New York, 10036
Selected dealers all over the United States.

Wells

age, was faced with the difficul-
ties of preparing proof of loss
and negotiating a settlement
with the insurance company. The
company transferred the bur-
densome and often complex mat-
ter to a public adjustor, who as-
sembled the item-by-item inven-
tories and estimates, saw that the
roof and windows were boarded

to prevent rain damage, and
negotiated a settlement, subject
to the insured's approval.

"I have the greatest respect for
insurance companies and their
adjustors," Mr. Beneke said as a
preface to his comments on the
development of public adjustors.
Loosely organized from its start
in the U.S. in 1849, the national
association was formed in 1951.

He noted that there are now 33
states that examine and license

all adjustors. Texas is not one of
them. He urged that legislation
be passed, requiring the exami-
nation and licensing of adjustors.
"We need controls to weed out

the few-and I emphasize there
are very few-adjustors who
bring discredit to the industry,"
he declared.

Established two-and-a-half
years ago, R. G. Beneke Co. is the
first and only NAPIA affiliate in
Texas.

Answering questions from the
floor, Mr. Beneke explained that
his firm operates on a graduated
fee basis of from 5% to 10% com-
mission of recovery, with his
company assuming all expenses
necessary to the evaluation and
adjustment of loss, such as engi-
neers, architects, etc. Represen-
tation is contracted for on a per
case, not a long term, basis. •
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Inflation policy is for
homeowners; not
commercial property

HARTFORD-A new con-

cept in property coverage
which is geared to compensate
for inflation applies to home-
owners but not to commercial

property.
Devised by the Hartford In-

surance Group, the optional
feature automatically in-
creases property coverage on
homes by 1 % every three
months, or 12% in a three-year
policy term. The policy, first
of its kind, is available in 32
states.

Cost for the added 12%

coverage is about 6 % over the
standard premium for a $25,-
000 house, Hartford said.

With the new feature, cov-
erage increases to a point
where the insured is nearer to

full replacement value for his
home, it was explained.

City provides- cover for
'bike-lending' library

OAKLAND-This city's pack-
age insurance program, carried
in large part by Lloyd's of Lon-
don, has made possible the con-
tinuation and expansion of a
mail truck driver's hobby...
providing bicycles for neighbor-
hood kids who don't have the
money to buy their own.

Henry Perry, 52, who rides a
bicycle after work for exercise,
felt sorry for the kids without
wheels. "So, I bought a couple of
pieces of junk, repaired them,
and started lending them to the
kids," Mr. Perry explains.

Now Mr. Perry's free bicycle
"lending library," housed in an
abandoned city-owned building,
includes nearly 200 bikes.

Mr. Perry calls it Bikes Unlim-
ited No. 1 and hopes eventually
to have a dozen such centers

California high court rules
health plan is insurance'

SAN FRANCISCO-The Cali-

fornia supreme court has modi-
fied a prior court decision to de-
clare that under some circum-

stances a health plan is insurance
and thus is subject to provisions
of the state's insurance code.

In this ruling, the supreme
court declared that "in those in-

stances in which the providing of
indemnizy plays an important
role in the health plan opera-
tions" it is insurance and subject
to state insurance regulations.

The action reverses a lower

court ruling which had denied an
injunction to state insurance
commissioner Richard S. L. Rod-
dis. The lower court had ruled a

health plan was not insurance.

INVOLVED WAS the Southern

California Health Plan, estab-
lished in 1962 essentially to serve
labor union members.

The supreme court referred to

Removed on

city's policy
ROCHESTER, N.Y.-Frank R.

Camelio, the city's insurance
broker since 1962, has been re-
moved as the agent of record on
a policy renewed earlier this
year.

An omcial of Travelers Insur-

ance Cos., which underwrites
most of the city's insurance, said
a letter from Comptroller Joseph
E. Silverstein directed the com-

pany to issue the renewal with-
out specifying an agent.

Mr. Camelio, 15th Ward
Democratic leader, was ap-
pointed the city's insurance
broker by Henry R. Dutcher Jr.,
the first city manager in the
Democratic administration that
took office in 1962.

City Manager Seymour Scher
said the handling of the city's
insurance is left to Mr. Silver-

stein's office and that he is "not
aware of" any change.

"I h ave no reason to believe

the city is changing the handling
of its insurance," Mr. Scher said.

Richard A. Williams, manager
of the casualty property under-
writing department at Travelers,
said he received a letter from
Mr. Silverstein in early Febru-
ary instructing Travelers to issue
the city's renewal policies with-
out specifying an agent.

The workmen's compensation
policy was so issued in March. •

its 1946 decision in the case of the

California Physicians' Service.
In that case the court ruled

health plans are simply arrange-
ments for the rendering of serv-
ice.

The court declared that "in.

surance necessarily involves the
element of indemnity...an ele-
rnent not present in the 1946
case.

"In determining the nature of
a health plan," the current ruling
declares, "we are cognizant of
two policy considerations. Where
indemnity features exist, the
member bears the risk of per-
sonal liability for medical
services.

"This is an insurance risk

which can be protected against

by financial reserves to assure
that the member will receive the

benefits for which he has paid.
"On the other hand, there is a

strong social policy to encourage
the services which health plans
provide the public. Any work-
able test must be a compromise
of these two policies." •

throughout Oakland.
He provides the newly-re-

paired, newly-repainted bikes,
one-by-one. Over the months his
project has grown, and the city's
insurance program covers liabil-
ity or loss.

"Without the city's insurance,"
Mr. Perry said, "the project
would have stopped because lia-
bility insurance would have cost
me $11 per bike per year."

Only one of his bikes has ever
been missing, and a group of
youthful borrowers formed a
posse to get it back quickly. •

/nsurance to

protect home
prices asked

NEW YORK-A city council
member has proposed an insur-
ance program to protect home-
owners against any "real or
fancied" drop in property value
when Negroes move into a
neighborhood.

Edward I. Koch's proposal has
been incorporated into a resolu-
tion before the city council call-
ing on Mayor Lindsay to estab-
lish a task force on Negro hous-
ing opportunities.

Mr. Koch said he believed the

fear of many white persons that
their property values would fall
if a Negro family moved in was
"absolutely groundless."

"But whether or not the fear is

fancied," the councilman said, "a
state and federal program of in-
surance which would protect

present homeowners against a
drop in property value after the
integration of a neighborhood,

would allay the fear and make
anti-discrimination laws easier

to implement."

In addition to the property-
value insurance, the task force
would study and recommend a
massive neighborhood rehabil-
itation program for federal,

state, city and private action. •
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Continued from page 3
ness interruption policy has been

"In this connection I would
warn you of one thing. A number
of companies and states some-
times use coinsurance clauses
and sometimes use an average
clause, which is frequently
called by the nickname of 'con-
tribution clause:

"The coinsurance clause basi-
cally requires each policy to be
considered in relation to all oth-
er policies, but the average or
contribution clause lets each pol-
icy stand on its own, and in case
of a non-concurrency the guiding
principles must be referred to
where the coinsurance clause is
involved," Mr. Teague explained.

THE ATTORNEY WARNED
his audience to "be on your
guard against formulas in book-
keeping." He said it is "astonish-
ing to me how many times a
careless bookkeeper, particular-
ly in a small business, will have
set up a formula, usually for de-
preciation and new acquisition,
and will have carried that for-
mula through, especially on in-
ventories, for years without ever
having adjusted to an annual
physical inventory."

The result, he said, is that his
formula figure on an inventory
for insurance purposes bears
"absolutely no relation to his ae-
tual physical inventory taken

Emp/oye...
Continued from page 3
render services and advice in the
administration of the named in-
sured's employe benefits pro-
gram."

COVERAGE, Mr. Wendorff
explained, is not limited solely to
the named insured, but extends
to protect executive officers, di-
rectors, stockholders and em-
ployes of the named insured, and
even includes outside consult-
ants. As far as the definition of
'employe' is concerned, coverage
extends to retired personnel,
heirs, personal representatives
or beneficiaries, Mr. Wendorff
added.

Where coverage is afforded
under standard policies, certain
exclusions apply. For instance,
there is a specific exclusion with
respect to malpractice, error or
omission of any physician or sur-
geon because separate malprac-
tice insurance can be had.

"Therefore," Mr. Wendorff ex-
plained, the policy will not cover
the employer or the company
doctor for injury arising out of
the malpractice of the doctor in
performance of professional ser-
vices."

ALSO, EMPLOYE benefits lia-
bility insurance won't cover em-
ployes if the insurance company
involved in any of the programs
goes broke, Mr. Wendorff said.
"If it were otherwise," he said,
the employe benefits insurance
"would, in effect, guarantee the
solvency and integrity of all the
various insurance programs in-
cluded in the employe benefits
program."

Because it's hard to determine
exactly when the error or omis-
sion occurred, some of the compa-
nies writing this policy have
"triggered" the coverage on
when the claim is brought
against the insured and not when
the alleged act or omission took
place, Mr. Wendorff said.

He stated that most such poli-
cies are being written on a $1,000
deductible basis. •

annually."
Several attorneys who ad-

dressed ARA's section of insur-
ance, negligence and compensa-
tion law dealt with the problems
arising from product liability ac-
tions.

THE CONCEPT OF strict lia-
bility, according to Peter J. Mc-
Breen, a Chicago attorney,
"places an additional burden
upon industry to care for and
subsidize the negligent and in-
competent" and is an attempt by
the courts to legislate rather
than interpret the law.

He said an overall limit must
soon be put on the doctrine of
strict liability. It is in the field of
implied warranties that the prin-
ciple has evolved, Mr. MeBreen
explained, and many courts have
eliminated the defense of con-
tributory negligence by "stretch-
ing the rule of liability still fur-
ther" to culminate in the strict
liability principle.

The doctrine, which has been
adopted in 21 states, was at first
limited to the field of food and
drugs: where it seemed reason-
able, Mr. MeBreen said. But in
the case of Greenman vs. Yuba
Power Products in 1963. Califor-
nia became the first state to
adopt the strict liability rule on
the part of a manufacturer to a
plaintiff who was not the pur-
chaser-and therefore not a di-
rect party to the contract.

"IT IS TO BE particularly
noted," Mr. McBreen said, "that
the defendant manufacturer who
sells an assembled product, such
as an automobile manufacturer,
a boat manufacturer, a machine
manufacturer or an aircraft

manufacturer, is liable for any
defect of any part which may
have been purchased from a sup-
plier or an independent manu-
facturer and which has been in-
corporated into the finished

product."

In the 1961 case of Boeing Co.
us. Brown, for instance, the cir-
cuit court of appeals in Washing-
ton held that a manufacturer
who buys component parts and
installs them in his product
"stands in the shoes" of the mak-
er of the parts and assumes full
liability for the products.

Only in Colorado, Louisiana,
Minnesota, New York and Utah
does the defense of contributory
negligence apply, Mr. MeBreen
noted.

James W. Benjamin, a Kan-
sas City trial lawyer, said the
best way for arriving at "the
ultimate truth" in product liabil-
ity cases is to safeguard the ac-
tual product involved in the aeci-
dent-the "offending instrumen-
tality."

The attorney suggested that
any claim which will eventually
involve the manufacturer should
be defended by the manufacturer
or his insurer. m
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In recent years the risk manager has
assumed a role of increasing importance
in over-all company administration. His
assignment of responsibility. often com-
plex and challenging, is casting him in a
new light as a corporate executive. He
has adapted himself to both men and
methods. In small and large firms alike,
he is emerging as a profound student of
the business, carefully selecting those
business risks to be assumed (and hence
variable)-those to be fixed (by payment
of a premium).

Sound risk management achieves its
highest objectives in this climate of pro-
fessionalism with its profound effects on

Concept of
professionalism

is making
impressive
strides...

the operating statement and balance sheet.
Often the complement to these standards
is the support of an organization like Fred.
S. James & Co. Its ability to analyze, eval-
uate and recommend appropriate plans
and coverages can give the risk manager
a head start in serving his company with
greater wisdom and decision as manager
and technician; student and teacher; plan-
ner and salesman. Could we help you
achieve better insurance.management?

Chicago · New York · Philadelphia · San Francisco
· Seattle · Pittsburgh · Minneapolis · London •
Portland, Oregon · Oklahoma City • Los Angeles

 FRED. S. JKMES &(30.
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.Seaboard covered m ASIM conference Trade associations claim they
review available

F/orida train wreck NEW YORK-The Ameri- are still studying auto programs
can Society of Insurance
Management has compiled a NEW YORK-The American first-party insurance PI ogram

WINTER HAVEN, Fla -The ployes Liability act, which gives review of concurrent sessions Insurance Assn has at least four while the NAII spokesman pre-
crash of two high speed Sea- them the right to sue their em- at the group's annual confer- subcommittees working on an sented an "inverse liability" plan
board Coast Line trains carrying ployer ence in Chicago last February auto hability reparations scheme under which victims would I e-hundreds of tourists to and from There was no estimate on how Copies of the 200-page re- -including one on commercial tain their right to sue after col-
Florida's vacation resorts is ex- high passenger liability injury view are available, prepaid, vehicles-T Lawrence Jones, lecting scheduled benefits, Busi
pected to result in an avalanche claims could go At least 21 per- from ASIM, Rm 501, 8 W president of AIA, told Business ness Insurance reported .

of personal inJury claims and sons were admitted to a local 40th St , New York 10018, at Insurance
propeity damage in excess of hospital and 81 others were $10 a copy for members and Mr Jones said that a news
$1,000,000 treated and released $12 for non-members story in the July 29 issue of this

Spokesmen for Seaboard de- Some railroads carry liability publication gave the impression Democrats...
clined to comment on the acci- limits as high as $10,000,000, with that the group had approved a no
dent, which occurred when a deductibles of at least $100,000 Continued from page 1

fault compulsory insurance plan,
northbound express plowed and usually higher Although Metropolitan's but he said that AIA was "still The theory that the Democratshead-on into a southbound train Seaboard remained silent on the

studying that proposal and oth- have been unable to get high lim-waiting on the main track for the question of insurance coverage,
other train to switch to a siding sources maintained that the rail. group life off ers " it cover is given even greater

Mr Jones said that "a number credence in the face of the re-
A source, however, pointed out road probably carried a deducti- of member companies were con- peated threats of demonstrations

that Insurance on the Seaboard ble of at least $100,000
risk was placed with domestic Seaboard 15 also said to carry

62% in 1st half cerned" about the Bunness In- by various peace and ethnic
surance story because "they felt groups Mayor Richard J Daley

and foreign carriers property insurance to cover the N E W YORK-Metropolitan that they hadn't yet made a deci- and other top city officials have
15 cars, including nine passenger Life's group insurance sales for sion, which is exactly the case " played down these threats, but in

THE LARGEST personal in- coaches, which were tossed off the first six months of 1968- However, he admitted that the the light of strict security pre-
Jury liability claims are expected the rails Deductibles on prop- $793,837,000-d ecreased 62% no-fault plan has "support, obvi- cautions, Democratic officials arefrom three Seaboard trainmen erty coverage are usually lower from the same period in 1967 ously " Mr Jones said it was obviously not taking any
who were trapped and badly in- than on liability, Business Insur- In that year the company's drawn up by a subcommittee of chances
Jured in the cab of the demol- ance was told group sales Increased 105% for underwriters and lawyers and The Amphitheatre manage-ished diesel engine One railroad source valued the the first six months and rose that other subcommittees involv- ment spent $60,000 to install a

According to the source, the replacement cost of a diesel loco- 135% by year end ing actuaries and claims men had sprinkler system in South Hall,
workmen, who could file claims motive at $250,000 and passenger A share of the credit was given yet to turn in their suggestions a giant open area adJacent to
of more than $300,000 each, are cars at a minimum of $100,000 to the updating of the Federal Once all proposals are in, an- where the convention delegatescovered under the Federal Em- each

employes' benefits in 1967 Met- other committee will meet to will be seated There will also be
ropolitan is the direct writer for hammer out one overall AIA po- a fire truck manned on an

N.Y. bill would require gun this account, and reinsures lt sition Mr Jones said he was around-the-clock basis and sta-
among 107 companies "hesitant to make a forecast" as tioned ln the building

"The group business ftuctuates to when the AIA proposal would The Union Stock Yard Co has

owners to buy liability cover wildly," said a source at Metro- be ready, but he hoped it would a small regulat security force,
politan ' If a big company in- be available in two or three and it is expected that lt W111 be
creases the principal sum by $1,- months increased to 100 men

NEW YORK-A New York firearms and the registration of 000 for each employe, it can

City councilman has proposed shotguns and rifles, goes into ef- make a big difference " ROGER DOVE, vp of the Na- ALL CONSTRUCTION for the
that gun owners be required to feet Aug 12 tional Assoc of Independent In- Democratic convention must ad-
carry the same sort of liability surers, responded to the Buslness here to city codes, an Amphithe-
insurance as do car owners

City Councilman Edward A& A acquires Repub/icans Insurance article with this state- atre spokesman said, for exam-...

ment "The NAII has for many ple, fire resistive draperies are re-Koch filed a bill requiring that Riall Jackson Co. Continued from page 1 months been vigorously study- quired by the city building code
each gun owner be required to ing all of the proposed plans for and all temporary construction
buy $10,000 of personal liability of Baltimore age or vandalism loss," he said

The convention hall, valued at indemnifying the victims of traf- must be fire resistive and ap-
coverage BALTIMORE - Alexander & fic accidents and providing pro- proved by the city fire depart-

Under the proposed measure, Alexander has acquired Riall $7,000,000, confronted U S insur-
ers with a capacity problem, ac- tections for motorists legally li- ment

every person who applied to li- Jackson Co, 64-year-old insur- able for those accidents No A J Horan Insurance Agency
cense or register a firearm would ance broker here The 25-man cording to Don Kaplan, president

be required to show proof that Jackson firm will move into of the Flagler Insurance Agency definite conclusions have been placed some of the coverage for
here, which arranged the fire reached by the NAIL and no electrical work done prior to the

he was insured against negllgent A&A's Baltimore headquarters
coverage on a new three-year -orogram has been finahzed The convention

use of his gun, loss and ultimate Carle A Jackson, managing association Iss continuing to give During the 1956 convention in
use of the weapon by another partner of Riall Jackson, has contract, effective Sept 23

The coverage, which will be the highest priority to this re- the Amphitheatre, the Republi-
person, and use by the owner been elected a vp of A&A Mr
when he was mentally incom- Jackson's father, the late How- written exclusively with Contl- search and study " can party arranged for $10,000,-

Neither Mr Jones nor Mr 000 in liability coverage, and the
petent or under the Influence of ard S Jackson, was a partner in nental Casualty Co., Chicago, is

currently shared with Commerce Dove specifically referred to the Democrats used a $2,000,000 pub-alcohol or narcotics the brokerage firm and then Business Insurance report that lie liability policy carried regu-
New York City's new gun law, served four terms as Baltimore's & Industry Insurance Co,NY

Mr Gallagher explalned that representatives of the two as- larly by the Los Angeles Memo-
which requires the licensing of mayor .

Commerce & Industry Insures sociations appeared before the rial Sports Arena

the convention center building American Bar Assn committee During the Democratic con-

for $3,500,000 and contents for on reparations in the O'Hare Inn vention, that year, a piece of fty-
--..-..A SAVE OLD ROOFS - $300,000 Continental, which will in Chicago and presented de- ing cardboard caused severe in-

take over the full risk on an 80%lill*ill£< IIIIIVi REDUCE COSTS
tailed descriptions of proposed Jury to former Postmaster Gen-

coinsurance basis after the Corn. auto victim compensation pro- eral James Farley's right eye He
merce & Industry policy expires, grams The AIA representative underwent two operations and

now insures the building for $2,- outlined a no-fault compulsory regained 83 90 0 f his vision
000,000 and contents for $180,-of Ranco Plastic Sealant

which permanently waterproofs 000

weatherworn roofs. You can When -he new Continental
borrow Ranco Roof Spray policy becomes effective, Mr
Equipment and USE IT FREE Gallagher said it will have a
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1 ks -1-
insurance companies invited to
bid on the new three-year insur- , Chicago ollice not later than noon, Monday 7 days preceding pubitcatton..i- Ranco Magic Floor® patches
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of McCormick Place were all fac-with a lift truck and use im-
Insurance Manager-10 years experience,
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SOME OF THE 1968-style
"pirates" are able to offer hand-
some sea craft at cut-rate prices,
complete with choice of make,
style and color.

Richard Blake, marine insur-

ance supervisor for the Fire-
men's Fund of American Insur-

ance Co., Boston (one of New
England's largest underwriters
of marine insurance), remarked

that his company has experi-
enced a rash of non-accidental

losses. Moreover, there are an

alarming number of suspicious
cases on the company's books.

Robert Cates, claims investiga-
tor for the same Boston-based

company, attributes the mush-
rooming increase in claims to
botli theft and vandalism.

To date in 1968, Boston in-
surance companies have re-
corded some 500 cases of boat

theft. Claims have averaged
$200.

That figure, understandably,
does not explicitly indicate the
full amount of thefts, since many

incidents are not reported (be-
cause of deductible clauses-$250
for cabin cruisers and larger
boats, $100 for smaller craft-
and other elements).

Significantly, boat owners are
too easy a target for vandals and
thefts. He maintains that not

enough people give sufficient
care and attention to their prop-

Improved law enforcement

methods-i.e., more frequent pa-
trolling of harbors and other vi-
tal areas are being urged by the
insurance companies.

Too few boat owners, more-

over, are able to provide ·com-
prehensive details of stolen craft
and equipment.

Prevailing state measures per-

mit an all-too-easy changing of
boat registration number. This
hurts law enforcement people
when trying to move quickly in
quest of criminals

4

Traffic in stolen boats reaching
critical stage' in New England

By ALLEN WIDEM

BOSTON-Like it or not, the
coastlines of the five New En-

gland states abutting the At-
lantic Ocean (Maine, New

Hampshire, Massachusetts,
Rhode Island and Connectiicut)

are witnessing a markedly in-
creased activity in stolen plea-
sure boat traffic and insurers are

at a loss to explain how to cut the
thefts.

Ensign Henry R. Qualman of
the Boston law enforcement di-

vision of the U.S. Coast Guard

admitted that "business" in the

black marketing of stolen craft

has become big time in recent
months.

Pleasure boat theft and loot-

ing, progressively worse in coas-
tal areas of the New England
states, is fast approaching the

critical stage, stated Ensign
Qualman.

ENSIGN QUALMAN com-
mented that thieves in Rhode

[sland, for example, could be
stopped abruptly if the state in-
sisted on a permanently en-
graved registration number on
boat hulls.

Rhode Island at the moment

permits a painted number. This
can be changed in minutes.

And when it comes to actual

prosecution, it is admitted there
[s sonne degree of overlapping
between law enforcement agen-
:ies. Major elements are state
police, local police and the Coast
Guard. There are also private pa-
trols maintained by larger, more
responsible yacht clubs.

Local-level authorities, who
are concerned with boat thefts,
find themselves involved with

other matters during the sum-
mer, it is noted by Arthur Buch-
wald of the Massachusetts state

division of motorboats.

THE STATE POLICE and

state fire marshal's office will

move in for an explosion or sus-
pected arson.

The Coast Guard has primary
jurisdiction in the event of loss
of life at sea or outbreak of fire

beyond two marine leagues from
shore (in layman's terms, slight-
ly over two miles).

Lt. Thomas F. MeGrath III of

the Coast Guard marine inspec-

tion division, Boston, said that
his safety inspection officers
have often found safety equip-

ment is missing on many boats.
Upon inquiry, they learn this
equipment has been stolen.

Still other boat owners have

locked up lifesaving equipment
instead of making it freely ac-

cessible, as required by law.
They contend that if left exposed
such things as life jackets will
be pilfered.

Some New England shore
communities have cut down on

theft and vandalism through the
admittedly expensive action of
employing more people for har-
bormaster and police boat pa-
trols.

Getting down to the specifics
of crime prevention, the Hing-
ham, Mass., police department
has assigned patrols on a 24-hour
basis to help protect some $2,-

000,000 worth of craft normally
moored in the harbor.

AT COHASSET HARBOR,
Mass., the Cohasset Yacht Club is

providing a boat for the police
depart ment's three-nights-a-
week patrol in the aftermath of
stepped-up theft and vandalism.

Beverly, Mass., has a new

patrol boat on 24-hour duty, but
Harbormaster Joseph Celentano
admitted malicious damage has

been reported in the anchorage
areas. Radios have been looted.

In another case, thieves took a
lobster boat, complete with
traps.

Beverly has had vandalism
damage this summer to date of

some $12,000, involving nine
boats.
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High-priced craft-in the $75,-
000 to $100,000 category-are
moored in Marblehead, Mass.,
harbor. As a crime deterrent, the

police department has added
three new 30-foot patrol boats.
Two operate day and night, the
third is an all weather craft.

Law enforcement agencies not

only want to cut down drastical-
ly on vandalism and theft. They
would like to reduce night-time
hit-and-run collisions. •

North American names

McNally assistant vp
Christopher A. MeNally has

been elected assistant vp of the
North American Reinsurance

Corporation. Mr. MeNally joined
the New York-based corporaton

in 1963 and is now manager of

the facultative department.

THIS NEWS PHOTOGRAPH DOES NOT NECESSARILY DEPICT AN ACTUAL CLAIM BUT ONLY THE TYPE OF MISHAP COVERED BY UTICA MUTUAL.

BUSINESS UPSET This was the scene yesterday in the office of ,
a local realtor after a boiler exploded in the room below. Floor and roof collapsed,
destroying office equipment. There were no occupants in the building at the time of
the accident. Nlll•ilill) (bfw638594/8571kp) 1967
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We hope younever havetosee how good wecan be.
We hope that disaster never strikes

your business. That you never have to
see how quickly we pay claims; how
far we go to get things back to normal.

We'd rather have you discover Utica
Mutual is the kind of company that
gives you the most attention when you

need it most. Before anything happens.
We'll provide a free safety and fire

prevention survey. And offer you
"Select-A-Pak," the new kind of pack.
age insurance for business. It lets you
select the protection you want in the
amounts you need. A policy made for

UTICA MUTUAL INSURANCE COMPANY PRINCIPAL OFFICE UrIC.A. NEWYORK

you. Against fire, storms, robbery, leak- overlapping policies. And how our div-
ing pipes, exploding boilers. You name idends can reduce costs even further

it and we'll provide it. every year.

We'll also show you how you can Give Utica Mutual a lot of thought,
save up to 20% on your
present insurance costs by your insurance.
eliminating duplicating or UTOCA We'll give you a lot also.

whenever you think about

M JTUAL INSURANCE THAT STARTS WITH YOW.

ALSO GRAPHIC ARTS MUTUAL
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F/orida funera/ home Grasshopper Rule employe paid work comp
can't sue employer's carrierhas specia/ prob/ems invasion not

HARTFORD-The Connecti- fendants in a court action

ST PETERSBURG, Fla- covers building contents, furni- insured risk cut superior court has ruled that

Funeral homes here face special ture, fixtures, and a variety of an employe who gets workmen's JUDGE GRILLO said that the

insurance problems because potential claims which might CHEYENNE, Wyo -State offi- compensation for a job-con-
breakdown of the purpose of

thousands of senior citizens have arise through the implied con- cials have declared war against nected injury cannot turn these Informal hearings-to ex-
made this part of Florida a re- sent when the funeral home hordes of grasshoppers which around and sue his employer's pedite claims-would also result,

tirement refuge starts its chain of services for a are devastating rangelands in insurance carrier for pain and I
and the machinery employed by

Norman Doherty, director of fLJmily Fremont county suffering resulting from the the commissioner that has so

the C James Mathews Funeral The multiper 11 insurance Gov Stan Hathaway has au- same injury well served the workman for

Horne, points out that more than Policy probably is unique in that thorized the state department of Judge Anthony E Grillo de- more than a half century would
7,000 "remains" are sent back to it is designed especially for the agriculture to spend $8,000 to nied a $1,000,000 personal injury be clogged "

other parts of the country each problems faced by funeral direc- "bomb" from the air about 30,000 suit filed by Sinal Barrette, Dan- He commented that to con-

year through Tampa Interna- tors," Mr Doherty said "We acres infested by the insects with ielson, injured while working strue the law, as Mr Barrette

tional Airport, which also serves have been fortunate in that we a chemical malathion two years ago at the Two Rivers interpreted it, would work an in-
St Petersburg have never had any claims However, the Fremont county Dyeing Corp justice to the workman since it

"Courts have held that there is against this policy, but the possi- mfestation may only be part of a Mr Barrette sued Travelers would result in delay in obtain-
no value on grief," Mr Doherty bilities always are there " grasshopper invasion in Wyo- Insurance Cos and the Greater ing compensation "and thrust

said, "but we recognize the prob- ming this year Last month Wai- New York Mutual Insurance him in a mire of litigation-a re-
lems which could result if an air- AMONG THE POTENTIAL ter H Patch, state entomologist, Cos which underwrite liability sult hardly envisioned or desired
plane were to crash while carry- claims listed by Mr Doherty, predicted that the hoppers will and workmen's compensation by (the state) legislature and in

ing casket and remains As a re- ones which he says have oc- invade more than 1,400,000 acres policies for the Two Rivers firm conflict with the spirit of the

sult, each time we send them currea elsewhere, are those of of rangeland in 15 Wyoming Mr Barrette contended that workmen's compensation act It
back to a hometown in another improper use of cosmetics and counties this summer he had a right to bring a negli- would open a Pandora's box of
part of the country, we take out sui gery in the preparation of re- The infestation, if serious gence action against the insur- ills detrimental to the welfare of
special insurance mains for final rites enough, strikes at the pocket- ance carriers because, although the worker and his dependents "•

"Of course we all have state book of -Wyoming stockmen If the workmen's compensation
"IT ISN'T AS SIMPLE as most laws to follow Funeral homes enough forage lS destroyed, then law insulates employers from p

people might think Cost of send- which follow standard practices feed for cattle grazing on the common law liability, it fails to rarm workers
will probably never run into rangelands is reduced and con- shield the insurance carriering casket and remains runs

about 175% higher than normal claims which would be similar to sequently the cattle don't fatten

rates, and of course the airlines malpractice claims made against as they should MR. BARRETTE, who sus-
want work

have their own insurance cover- some physicians from time to Apparently there is no insur-
tained a fractured skull and

time," he explained "But we still ance available to stockmen toing everything aboard But we other injuries when a metal rol- comp inclusion
still feel it is wise to take out the have to have the coverage " cover damages suffered by insect

ler fell on his head Nov 8, 1966,
Other insurance carried by infestationsindividual policies each time " collected workmen's compensa- OLYMPIA, Wash -Petitions

Types and amounts of the in-
Mathews includes workmen's "I think lt lS safe to say that

„ tion benefits but felt he should be seeking inclusion of farm work-

surance may vary from one case compensation and comprehen- such insurance is not available, permitted to sue for additional ers under the state s Industrial
sive liabillty, all underwritten by commented state insurance com-to another, Mr Doherty inch- damages on the grounds that his insurance law have been pre-

cated He did point out that,
Aetna • mlssioner William G Walton "I

employer was negligent m fail- sented to Harold Peti ie, state la-
while many families still prefer

know of no source from which

this type of insurance can be
ing to inspect the allegedly dan- bor and industries director, ac-

to have the remains sent back to Detex introduces new
procured, nor are we able to find

gerous machine from which the cording to the State Labor Coun-

home town for burial, there is a

growing trend to have *nal dis- telephone dial system
metal roller fell cil, which is supporting the

any filings of this type in our
A former Connecticut work- move

records "
position made here to aid watchmen men's compensation commis- The council said Tomas Villa-

He said that several years ago A new automatic telephone- sioner, Judge Grillo cited the nueva, head of the United Farm

the percentages would have been dialer system is being marketed New owners questions of the suit Workers Co-operative of Top-
much higher, but today about by Detex Corp, New York The In construing the law, he said, penish, presented the petitions
one third of the cases brought to system, which its maker says is of Cunard ship "emphasis must be accorded the The workers, most of them
the Mathews Funeral Home are designed to supplement, protect social and economic factors giv- from the central Washington

ones in which the remains are and supervise security guards ing rise to the legislation and the area, sought a hearing on the
sent to other cities while they're on solitary patrol, plan U.S. cover efTect that a possible interpreta- question of whether agricultural

acts as a surveillance system at lion will have upon society " work should be declared extra

THE INDIVIDUAL CASE in- predetermmed check points PHILADELPHIA-The new To allow Mr Barrette's action hazardous labor
surance covering the period of If a guard does not reset the owners of the Queen Elizabeth to prevail, he added, would re- That would bring farm work
shipment is only a part of the instruments along his route with have tentatively agreed to place Sult in destruction of the 1nfor- under provisions of the indus-
insurance package carried by the a turn of a key within the sched- insurance for the ship in the do- mality of workmen's compensa- trial insurance law and permit
Mathews Funeral Home uled time, an alarm is automati- mestic market tion hearings since parties-if injured farm workers to collect

Chief coverage comes under a cally sent out The alarm system The luxury liner was sold to a the insurance carriers were open workmen's compensation
"multiperil" policy for general dials preselected telephone num- group of Philadelphia business- to negligence suits-"would be Joe Davis, president of the
hability underwritten by Aetna bers and transmits a recorded men for $7,750,000 by Cunard reluctant and wary" of making council, in a letter to Mr Petrie,
Insurance Co of Hartford With message to law enforcement au- Lines and will probably be 10- statements that might jeopardize said the council supported indus-
a limit of $300,000 this policy thorities cated in Ft Lauderdale, Fla their positions as plaintiffs or de- lon of farm labor

However, according to a source
involved in the purchase the ex-
act location hasn t been decided

and this will have a bearing on

SE <,A#,OVAL the final insurance coverage
He said that temporary cov-

erage for the ship has been ar- YOURS IS DIFFERENT
ranged in London and that final
coverage will be worked out by Many factors play on every flrm's insur- No two insurance programs are the

27
the beginning of November ance needs. Even with nearly identical same. Some cost more than others. And

95* 1]81**j©1-*3 The ship will terminate her operations, companies in any given in- some are better than others. EBS
final voyage at Southarnpton dustry have varying insurance costs. MANAGEMENT CONSULTANTS fur-

@IF Ill***S©0113)
around November 15

These Agures-all within the same in- nishes independent insurance advisory
Queen Elizabeth's sister ship,

dustry-tell the story. services to industry from a background
the Queen Mary, was sold to the

liM] city of Long Beach, Calif
of more than 50 years.

STEEL We can help you design a program to

(]I}[*Im}fIE @Il· Seven courses Corporation Insurance Cost meet your specific imurance need$,
Case History As % of Sales coverage-wise and cost-wise . . .

 60*8*- I offered buyers #1 00.30 advise you in such problem areas as
coverage evaluation... cost reduction

#2 00.24 studies bid and proposal analyses
NEW YORK-The College of . self-insurance feasibility studies

Insurance, evening division, will #3 00.15 . . . Employee Benefit reviews and nre
offer seven courses of particular safety engineering programs.
interest to buyers of employe,
property and liability protection
this fall ESS is experienced Write joy jree copy oj article

SOUTHERN ARI*t & AVIATION "The Insurance Department
The courses are casualty rat- in your industry.

ing plans, analysis of insurance In Tbe Corporate Structure"
ESS Sell: no insurance

functions survey of interna-
tional insurance, commercial

UNDERWRITERS, INC. multiple lines, time element cov-

erages, pension planning, and
EBS MANAGEMENT CONSULTANTS INCORPORATED

610 POYDRAS STREET • TELEPHONE 524-4131 • NEW ORLEANS 70130
principles of risk management 100 CHURCH STREET, NEW YORK 10007 • TEL (212) 344-4400
Basic courses will also be offered

BRANCH OFFICES IN ATLANTA j HOUSTON j LOS ANGELES Courses are taught by practic- Other ERS Management Consultants o#ices

ing insurance professionals Reg- Chicago Washington, D. C Dalle$ San Francisco

Service avadab/e #hrough insurance agents and brokers only istration is Sept 4 to 6 and Sept 135 So LaSalle Street 1625 Eye Street, N W 211 N Ervay Street 120 Montgomery Street

9 to 12 at the college at 150 Wil-
ham St



Suppose you make a product.
And something goes wrong with that product.
And you have to get it off the market. Fast.
You've got pains. Withdrawal pains.

The kind that hurt where it really hurts:
in your wallet.

But today you can insure against these costly
pains with Product Withdrawal Insurance
-a new kind of protection available exclusively
from Fireman's Fund.

It pays the cost of notifying all your
customers. And all their customers.

It covers necessary overtime for regular employees
-and extra help to ease you through the

crisis. It even pays for tricky disposal problems,
such as getting rid of aerosol cans.

Product Withdrawal Insurance is available to

practically any manufacturer, for virtually
any product. The sky's the limit on coverage.
And you can save money with our deductible
and co-insurance features.

Want to know more?

Just check the Yellow Pages for the
independent agent who represents
Fireman's Fund. He'll explain everything.

Painlessly.

FIREMAN'S FUND AMERICAN INSURANCE COMPANIES
*S'  Home Office: San Francisco, California
\=-0/ 4£21.J

Howtoavoid
withdrawal
pains:
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Is there a Group-Purchased Franchise Plan
for a business with fewer than 10 employees?

Yes •
Zurich-American writes it.*

The name is Under 10.

If you have between five and nine em-

ployees and want to offer fringe benefits

comparable to those of larger companies,

consider this: You can arrange for dis-

ability income, hospital, surgical, med-

ical, and catastrophe coverage-and in

most states, also, life insurance-all

from Zurich-American.

You can arrange such coverage for

your employees only, or for employees

and their dependents.

We'll start with you now... take care

of you and your employees as you go
national...or even international. Of

course, lots of small businesses are al-

ready international... and, f you are,

Z-A's Around-the-Clock, Around-the-

World Claim Service will in:erest you.

ZURICH·AMERICAN
INSURANCE COMPANIES

\1IUIN,0AGENT /

Z-A is one of the comparatively few

companies writing Under 10 employee

coverage. Z-A is one of the outstanding

specialists in the Group Eeld. Ask your

Independent Agent or broker.

*Z-A also writes groups of 10,000 or

more.

ZURICH INSURANCE COMPANY
AMERICAN GUARANTEE AND LIABILITY IVSUFANCE COMPANY

ZURICH LIFE INSURANCE COMPANY
ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd., Chicago. Illinois 60634, Prone: 922·3124

OFFICES IN: New York, Boston. New Ha,en, But-ato, Latham, N,Y,,
E. Orange, Philadelphia, Pittsburgh, Baltimore, 3reensboro, Savannah,
Atlanta, Richmond, Canton, Cleveland, Cincinnati Tcledo, Detroit, Grand
Rapids, Minneapolis, Milwaukee, Chicago, Jackson, Aew Orleans, Dallas,
Houston, Des Moines, St. Louis, Kansas City, Seattle, Sacramento,
San Francisco, Fresno, Los Angeles, Phoen,x.

01968 Zurich·American Insurance Companies
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