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Fleet operators blast plan
. to make trucks'strictly liable'

Kansas City Southern freight train cars that exploded at Noel, Mo., left
a huge hole in the railway roadbed (left). The propane tank (upper
right) was vented by two employes of the Empire Gas Co. after a leak
when the tanks started to burn. -Wide World photo

Primary insurance will
cover Noel train blast

NOEL, Mo.-Primary coverage
written by Railroad Insurance
Underwriters will probably take
care of the damage caused by a
Kansas City Southern freight
train that blew up and made a
shambles of this town.

A spokesman for the General
Adjustment Bureau here said that
there is close to $1 million in

Steelworkers get
automation benefits

PITTSBURGH-Major
steel companies have agreed
to provide compensation for

400,000 United Steelworkers of
Grnerica union members whose

wages are cut because of auto-
mation.

Workers who make less in a

three-month period than they
did during the same quarter

of the previous year will be
paid about 85 % of their lost

wages, according to the plan.
"This is undoubtedly the

most massive coverage provid-
ed by any program designed
to protect they paychecks of
union members confronted

with fast-changing technol-

ogy," I. W. Abel, union presi-
dent, said when the agreement
was announced.

The plan is retroactive to
Aug. 1,1969.

insured damages. One person was
killed and 40 others were injured;
20 homes were destroyed, 30 more
suffered extensive damage and
about 200 were also marred.

· Kansas City Southern's primary
public liability coverage has a
$100,000 deductible and a $3 mil-

lion limit, according to George E.
Kellogg, vp of the railroad. Its
rolling equipment coverage has a
$250,000 deductible and a $5 mil-
lion limit.

FRANK AHERN, of Railroad
Insurance Underwriters, said that
damage to Kansas City Southern's
own equipment probably won't
exceed the railroad's deductible.

"We're still trying to figure out
what the exact loss is and what
the cause of the explosion was,"
Mr. Ahern said.

The explosion occurred when
the crew of the 115-car Kansas

City Southern freight discovered
a fire aboard one car. They tried

unsuccessfully to extinguish the
fire, but the car exploded just as
the train pulled through the town.

Shortly thereafter a second ex-
plosion occurred. Five railroad

cars were destroyed and huge,
jagged pieces of metal were

hurled several blocks through the
center of town.

The force of the second explo-
sion left a hole in the roadbed 15

feet deep and 50 feet wide. •

NEW YORK-The American

Insurance Assn., in an effort to
blunt criticism of its "no-fault"

auto insurance reform plan, has
proposed that operators of com-
mercial vehicles be held absolute-

ly liable for accidents involving
private passenger cars.

The proposal, if adopted by state
legislatures, would mean that com-
mercial vehicle operators would
meet the costs of injuries and prop-
erty damage incurred by private
passenger cars and their passengers
involved in collisions with trucks
and commercial cars. AIA has of-

fered the plan to an automobile
insurance study commission in
Massachusetts.

Opposition to the AIA absolute
liability proposal has come from
the American Society of Insur-
ance Management, many of whose
1,600 members are risk managers
of companies that operate motor
vehicle fleets.

William S. Mortimer, ASIM
president and insurance director
of Norton Simon Inc., Fullerton,
Cal., told Business Insurance that

ASIM has filed with the Depart-

ment of Transportation auto in-
surance study committee a state-

ment that opposes the "absolute
liability" rule. Instead, Mr. Morti-
mer suggested, an "equitable pre-
mium formula" be worked out if

the no-fault auto program is
adopted.

MR. MORTIMER said that

ASIM members whose companies
operate rnotor fleets are disturbed
because figures used by the AIA
to justify its proposal were gleaned
from a limited sample that does
not include most large truck fleets.
"The AIA's own figures do not
include many major truck fleets,"
he said.

AIA contends that under its

"no-fault" auto insurance plan
private passenger car operators
would save 35 % while commer-

cial vehicle operators would save
55 % on present premiums be-
cause of reduced claims handling
and litigation costs. In a meeting
this month with ASIM represent-

atives, AIA officials contended
that the "absolute liability" pro-

posal would bring about parity
between private and commercial

vehicle insurance premium reduc-
tions.

An ASIM representative doubt-
ed this assurance and recalled an

old saying, "Figures don't lie, but
liars figure."

Risk managers who met with
AIA acknowledged that they were
assured there would be further

discussions and that they would
be provided with additional infor-
mation, including actuarial studies
of the effect of the "no-fault" plan
on commercial vehicle operators.

MEMBERS OF THE ASIM

group that met with AIA includ-

ed, in addition to Mr. Mortimer,
Edward Lalley of Kraftco, chair-
man of the ASIM group; Robert
Wiltshire, Bangor Punta; Richard
Bland, Panhandle Eastern Pipe-
line Co.; Bill Hollingsworth, Olin
Ma thi eson Corp., and Richard
Lander, Merck & Co.

One risk manager who attended
said that the "absolute liability"

proposal would shift the emphasis
of fleet vehicle safety programs to
"defensive driving." "It might, in
a sense, help our safety efforts,

Continued on page 12

Food blaze losses top $15 million
BOSTON-A $15 million dollar

fire that destroyed a New Eng-
land supermarket chain's ware-
house, virtually wiping out one-
third of the company's food re-
serves, was completely insured,
Business Insurance has learned.

Furthermore, New Englanders
will not go hungry while the com-
pany refills its bins.

Stop & Shop Inc., considered to
be the number one retailer in the

Boston area and number two in

all of New England, suffered the
loss Aug. 5 at the Hyde Park
warehouse here. It's believed to

be the biggest such loss ever in
the industry.

PAUL C. KELLY, assistant to

the president, confirmed the $15

million figure and added that it
could conceivably go much higher
because of business interruption
factors. Interruption clauses are

written into Stop & Shop's poli-
cies with both domestic carriers

and Lloyd's of London, he re-
vealed.

"It is my understanding," Mr.
Kelly said, "that they ( the insur-
ers) will repay us for losses sus-
tained because of an inability to
use the asset," the asset being the
warehouse. He added that the

company also expects that its pol-
icies cover "the added expenses
we incur while waiting for a new
warehouse to be built."

It will take the chain about a

year to 18 months to rebuild the
destroyed warehouse, Mr. Kelly
estimated. Meanwhile, the compa-
ny's major suppliers are shipping
goods to stores in the Stop & Shop
chain on a direct basis. "This in-

volves additional expense," Mr.
Kelly noted, "and that should be
fully insured if we read our poli-

Late news
Pay $7.7 million for trapped ships

LONDON-British underwriters have agreed to make hull settle-
ments totaling $7.7 million for two British flag ships among 15 vessels
trapped in the Suez Canal since June, 1967. The two ships are the Port
Invercargill and the Scot:ish Star. According to the settlements, the
United Kingdom War Risk Mutual Underwriting Assn. is to pay on the
basis of what the indus:ry calls "constructive total loss." Scottish
Star is valued at $4.32 million and the Invercargill $3.36 million. Cov-
erage excludes cargo.

Industry ho hums Franc devaluation
NEW YORK-The devaluation of the French franc will have no

appreciable effect on the insurance industry, according to several sources
involved in the international market polled by Business Insurance. In
the words of one, who noted that the French insurance market was prac-
tically nil in this country, "The devaluation of the British pound didn't
affect us much, so we're not getting overly concerned about the franc."

cies correctly." Major suppliers
now serving Stop & Shop outlets
on a direct basis include General

Foods, Scott Paper and Procter &
Gamble.

Also lost in the blaze were 60

trailers that were unloading at
warehouse bays and 14 railroad

boxcars pulled up at the building
unloading.

CAUSE OF THE fire has not

been determined, Mr. Kelly said.
Arson has been mentioned as a

possible cause, he said, and the
Massachusetts State Fire Mar-

shal's office is still investigating.
The warehouse is located in a

remote section. Some children had

been seen in the area shortly be-
fore the fire broke out, according
to reports. Stop & Shop is not
experiencing any labor difficulties
other than the "usual problems"
at the moment, Mr. Kelly said.

The chain is generally consid-
ered to be the second largest re-
tail food outlet in New England.
"In states where we do business

and in the greater Boston area
we're first," the executive said,
adding that the company does not
have any stores in Maine and
Vermont. No one is quite sure
where A&P and First National

stand in the area. Both chains

have been phasing out some
stores in New England without
building new ones to replace
them.

Mr. Kelly added that it was
business as usual after the ware-

house fire. "There are a couple of
holes in the shelves," he said,

"but we're doing well consider-
ing." m



Hartford joins mass merchandising
game with a UAW local proposal

HARTFORD-The Hartford In-
surance group is jumping into the
mass merchandising swim amid
some reports that another compa-
ny is finding that the water tem-
perature varies from pool to pool.

Hartford has negotiated a re-
duced rate auto insurance con-
tract with a United Automobile
Workers local at the General Mo-
tors Buick division in Flint, Mich.
Twenty-six thousand employes
will be eligible for auto coverage
under the plan, which was

worked out with the Lake Insur-
ance Agency in Flint.

Hartford is the second large in-
surer to get a toe hold in the rnass
merchandising field. Travelers In-
surance Co. introduced similar
programs with two aircraft manu-
facturers earlier this year. Re-

ports now, several months after
these were begun, indicate that
auto insurance under the program
is selling faster at one than it is at
the other.

GRUMANN Aircraft Engineer-
ing Corp. started offering some
1,000 employes at its Savaninah,
Ga., plant a package of insurance
and financial services Feb. 1. The
package, written with Travelers,
includes alfto insurance, ,individ-
ual life policies and homeowners
insurance. (Grumann eventually
hopes to offer mutual funds in the
same fashion, but has set no s:art-
ing date.)

A source at Grumann told Busi-

ness Insurance that they were
"more than gratified 'with re-
sponse" to the program in the

Savannah plant. "Between Feb. 1,
whan we made this offer, and
July 5 in excess of 28% had
signed up for auto insurance un-
der the payroll deduction plan,"
he said.

, This is rather remarkable con-
sidering the fact that people natu-
rally don't want to cancel existing
policies just to sign up with us. In
a given six-month period we can
only nope to reach 50% of the
employes," he added.

At Grumann, individual life
and homeowners policies are also
being offered under the mass mer-
chandising concept. :'About 10 %
have taken advantage of the for-
mer, while closer to 4% have
signed for the latter." he said.

"IN SAVANNAH." the source

Harold just brightened the blackout period for 100 employees. He's reading his first thank-you note.

For years, Harold has been
concerned about the blackout

period the gap in Social Se-
curity payments that starts the
day a widow's youngest child
turns 18. And doesn't end until
the widow reaches 62.

That's why Harold was glad to
learn recently that Mass Mutual

had an answer to the problem.
Not only for his employees, but
for his own family. too.

Briefty, it's a new group in-
surance provision under which
the surviving husband or wife
receives a guaranteed percent-
age of the wage-earner's income
through the entire blackout

per.od A plan that Harold could
add to his existing Mass Mutual
Group Life coverage at once.

He did. And now he's reading
his first thank-you note. It's from
Marjorie, widow of one of Har-
old's best shop foremen. Her
blackout period has just been
brightened by a Mass Mutual

continued, "we ran into a situa-
tion in which the homeowner pol-
icies weren't selling too well. Ap-
parently the problem was that
lend.ng institutions were insisting
that premiums be paid at least a
full year in advance and sorne-
times three years in advance."

(A spokesman for Travelers
said that they "are working on
the problem" and have in fact
recently asked the Federal Hous-
ing Administration for an opinion
that rhonthly payment of prem-
iums does constitute evidence of
insurance. He said that there is
noreluctance at Travelers to ac-

cept homeowners premiums in
this manner.)

Ai Lockheed Aircraft Corp,
Burbank, Cal., only about 10%
have signed for auto insurance
under the mass merchandising
plan :ince it was first offered in
three Lockheed plants four months
ago. About 60,000 employes come
under the program.

"We think it's a little too early

Survivor Benefit check. Ask a
Mass Mutual Agent to throw some
light on the Social Security black-
out fc·r your employees.

Massachusetts Mutual G
Life Insurance ComDany G
Springfiek, Massachusetts. O,ganized 1851 1

to tell," a source at Lockheed said
when asked if the response there
had been discouraging. "Of course
you can never hope to sign up
100%. One fellow came to me and

said, 'No, I can't do that. I get all
my insurance from my brother-
in-law. '.

A SPOKESMAN at Travelers

rationalizes the difference be-

tween response at Grumann and
that at Lockheed by the approach
being used at both companies.

"At Grumann," he explained,
"we are using the classic ap-
proach. Some 13 enrollers are al-
lowed on the premises and are
able to sit down with employes
and do our own promoting.

"At Lockheed we were faced

with a unique situation. We nego-
tiated with the Machinists' Union
and the plan is being offered

through them," he added. Lock-
heed employes may also get life
insurance, disability income and
accidental death and dismember-

ment coverage on the payroll de-
duction plan, but these are writ-
ten through group techniques, he
explained. Auto insurance is the
only form being written under the
mass merchandising scheme.

Travelers, meanwhile, has had
a legal monkey wrench thrown
into the works in Georgia, al-
though it has not yet interrupted
implementation of mass merchan-
dising in that state.

The Georgia Assn. of Independ-
ent Insurance Agents has filed a

suit against Travelers Indemnity
Co. claiming that the insuror
charges its policyholders higher
rates for automobile insurance
than they would have to pay for
the same protection from Travel-
ers Corp. subsidiary.

THE INDEPENDENT Agents

contend that individual pelicy-
holders who buy their auto insuit»
ance from Travelers Indemnity
are charged up to 132% more
than those working at Lockheed
and Grumann plants where the
subsidiary, Standard National In-
surance Co., offers policies.

They cited two examples. A
20-year-old with a 1969 Stingray,
for instance, would pay $695 for

full coverage from Travelers if
they policy was written by an
independent agent. If he worked
at Grumann and could buy from
Standard National, however, the
policy would only cost him $300.
Similarly, the agents say, a two-
car family would pay $440 for
coverage from Travelers but only
$313.20 from the subsidiary.

A spokesman at . Travelers said
that his company feels there is
"no violation of any discriminato-
ry laws," adding that under the
mass merchandising concept costs
of the insurance product to the
consumer can be conveyed less
expensively. •
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Media message:
SAN FRANCISCO--Advertising

agencies and radio and tv media
concerned with protecting them-
selves against lawsuits should
think of errors and omissions in-

surance as the "eraser" needed

when someone using a pencil
makes a mistake.

Garrett Redmond, manager of
the special risk division at Fire-
man's Fund American Insurance

Cos., described the coverage as
being "designed to protect radio
and tv stations and ad agencies,
as well as printed rnedia, against
a multitude of risks generated by
the tremendous growth of crea-
tive service industries."

Mr. Redmond pointed out that
national expenditures for such cre-
ative services now exceed money
spent on manufactured goods. Thus
there is a close analogy between
products liability insurance and
errors and omission insurance.

"SERVICE IS mostly an intan-
gible product," explained Mr.
Redmond, an assistant vp of Fire-
man's Fund. "To provide errors
and omissions insurance there must

be a way of measuring the service
performed by an organization or
individual.

"Just as a product manufacturer
insures against damage caused to
third parties by his operations or
by what he makes for public con-

sumption, creative groups need sim-
ilar insurance," he said.

This insurance is written to

protect broadcasters and agencies
against third party claims arising
out of a negligent act, an error or
omission in performance of a serv-
ice when the failure is brought
about through a breakdown or mal-
function in the established code,
human method or mehanical sys-
tem.

"'Ihis type of coverage," Mr.
Redmond makes clear, "can be
written only for established pro-
fessions which recognize certain
canons, ethics and stipulations as
to means and methods to be fol-

lowed-often prescribed by laws
or control agencies such as the
FCC-and a generally accepted
procedure for carrying out a pro-
fessional service."

MR. REDMOND pointed out
that "even a chance remark"

might be the basis for a lawsuit
involving even the best run agen-
cy or radio or tv operation.

He cited a case involving the
secretary of an ad agency account
supervisor" who picked up the
germ of an idea while chatting
with another guest at an informal
cocktail party.

The secretary passed the idea
on to her boss who, in turn,
brought it up during an agency
brainstorming session to work up
a presentation for a house ac-
count. The idea sparked an addi-
tion to the overall ad campaign,
which the client bought.

Soon after the ads broke into

print media, the secretary's chance
acquaintance at the now long for-
gotten cocktail party, brought suit
against the agency, alleging that
his offhand conversation constituted

a valid suggestion and was made
only in anticipation of payment if
it was adopted and used.

"THIS CASE," Mr. Redmond
said, "falls under the heading of
breach of implied contract and is
one of the many possibilities of
loss covered by the e&0 policy for
ad agencies."

The product of almost any cre-
ative group, be it photos, music,
jingles, slogans or an advertising
presentation, Mr. Redmond as-
serted, can be the subj ect of
claims if someone contends prior
ownership or origination.

"Safest course for an agency,"
he added, "is to insure against all

get errors, omissions coverage
these risks, including exposure to
copyright infringement, misappro-
priation of ideas, defamation of a
client's competitor, his product,
his premises... invasion of pri-
vacy and the ubijuitous risks of
libel and slander."

The policy for advertising agen-
cies is offered in Limits as high as
$1 million, with even higher limits
available in those special cases in
which the situat.on warrants a
greater arnount.

FIREMAN'S Fund's policy has
a "built-in flexibility" in that it
can be written with or without a

deductible and provides automatic
defense coverage.

Mr. Redmond also emphasized
that the defense feature can prove
to be the most important benefit
of the coverage.

"A properly handled claim," he
noted, "in many cases will never
reach the courts. However, it
takes money to manage the back-
ground investigation of each claim
and our policy takes care of that."

Another feature of the policy is
protection against action brought
in response to any advertising
statement or claim that was unin-

tentionally false or defamatory of
another's products or services. It
6 oes not apply to the type of
statement which would suggest
that a certain product offers a

specified benefit to the user,
when, in fact, this might not be
the case.

THE COST of protection usu-
ally is based on the gross billings
during the prior year.

The broadcasters program covers

all risks instead of just named
perils as in the usual libel and
slander policy and Fireman's Fund
provides defense of all claims made
against the insured station, even
when the policy is written under
an optional deductible provision.

Mr. Redmond cited several case
histories to illustrate the growing
need for such coverage:

A station which broadcast a

musical show was sued for piracy
of the program idea. Plaintiffs
sought $50,000 and, although the
case was settled before it reached

court, it still cost nearly $3,000!

IN ANOTHER instance, a tele-
easter made some unwise refer-

ences to a local society and certain
of its personnel. As a result, the
station faced a $2 million defama-
tion suit. This cost some $45,000

before it was settled.

Again, copyright infringement
was charged during a telecast of a
dramatic program. The suit was for
$500,000. As with the other cases,
this was settled for far less, but
the loss was not easy to take.

"Radio and tv stations that spe-
cialize in fast-breaking, live local
news," Mr. Redmond said, "face
severe hazards. The more the sta-

tion concentrates on this coverage,
the more chance there is of a claim.

"For example, a newscaster
may say something highly critical
of a national political figure and
not involve the station in any
trouble.

"BUT LET him say the same
thing about the operator of a local
hotel, restaurant or supermarket

Continued on page 10

If your Employee Benefit Plan isn't also a Company Benefit Plan, something's wrong. It's not
being managed as effectively and imaginatively as it could be.

Our goal in managing pension fund money is to make all of it grow. Not just the

equity portion. To do this, we abandon many of the traditional forms of fund management
and work within a framework of prudently balanced risks and rewards.

Example: We believe a pension fund should be balanced by straight bonds, only if
they represent an attractive investment alternative. In the past several years, our policy of
substituting convertible debentures and certain common stocks of companies with moder-
ate but stable growth has benefited both our client companies and their employees.

We have a sound history of investment management coupled with a progressive,
flexible, current investment policy carried out by officers who are young, aggressive and
fast-acting. Why not talk more about it with our Mark Saulnier, V. P. in charge of our Em-
ployee Benefit Trust Group, at (212) 530-1351. The Bank of New York. The bank that manages
benefit plans.

The Bank Of New York. The bank that manages money.
Main Office 48 Wall Street, New York, N. v. 10015 Member Federal Deposit Insurance Corporation

A member of The Bank of New York Company, Inc.
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Illililll washington watch

WASHINGTON-The likelihood

)f Congress eventually expanding
Social Security from the "floor of
protection" type plan it supposed-
Ly is now into a full-fledged re-
tirement program for all Ameri-
cans has caused much speculation
on the future of the private pen-
sion plan system in the U. S.

Many businessmen fear that
despite its huge, seemingly invul-
nerable size, the private pension
plan system could eventually pass
from existence if Congress un-

wisely boosts Social Security to the
point where it stifles the incentive
for private savings.

While it is sometimes hard for

Americans to realize the implica-
tions of such a highly socialistic
development, foreign countries
that are dependent to a large de-

gree on U. S. capital for growth
have no trouble at all recognizing
the dangers. Fears have been ex-

pressed time and again by foreign
businessmen · that the trend to-

ward a completely Federal retire-

Touiste-Rulls

Tootsie Roll Industries

enjoys the good taste
of an insurance

package from
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ment system in the U. S. would
create a serious drain on invest-

ment capital so badly needed both
here and abroad for continued

economic growth. At the end of
1968, private non-insured pension
plansn the U. S. had assets total-
ing $80.5 billion.

IN AN EFFORT so extend the

private pension plan benefits to
more Americans, Senator Ted
Stever.s (R., Alaska) introduced a
bill that would grant the same tax

tl

benefits of the Self-Employed In-
dividuals' Tax Retirement Act

(Keogh plan) to all employed
Americans not now covered under

an employe retirement program.
And, the Administration an-
nounced plans to issue a new guar-
anteed security, which it hopes will

attract pension and trust funds into
housing mortgages where funds are
badly needed.

Senator Stevens pointed out
that his bill is a logical extension
of the Keogh plan, which makes it
possible for self-employed indi-
viduals such as doctors and law-

yers to build a retirement fund
with tax advantages previously
available only to corporations.
The Keogh plan was passed in
1962 and was substantially liber-
alized by a 1966 amendment.

Senator Stevens quoted statis-
ties showing that at the end of

1967 some 30.8 million employes
did not have any private pension
coverage. This compares to about
27.6 million workers covered by

, ff

Last year Tootsie Roll Industries completed its big move to a new,
highly automated plant in Chicago. With the
vastly increased capacity, lower direct costs Paige
and plenty of room for further expansion, the OBrion
future looks sweet. Tootsie Roll's insurance

calls for packaged protection by... Russell
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private pension and deferred pro-
fit-sharing plans, he said.

Supporters of the bill point out
that if only a fracti6n of the
workers that would benefit from

the bill take advantage of it, the
public's vested interest in the pri-

vate pension system would be
substantially increased and the
need for a dramatically expanded

Social Security program would be
substantially diminished.

THE NIXON Administration's

proposed new security is designed
to correct the fact that only 5% of
the assets of the non-insured pen-

sion plans are currently invested
in housing mortgages.

Proponents of a strong private
pension system point out that the
system should welcome the new
securities, both because of their
obvious attractiveness from an in-

vestment standpoint and because
they will help the system to fur-
ther establish itself as a living,
vital part of our growing nation.

The new security has been ex-

pected for some time; however it
was thought that it would be a
bond-type, fixed-interest rate in-
strument. Instead, it is a "pass-
through" type security that will
be sold in minimum lots of $5
million by the issuer, probably a

mortgage banker, who has pooled
holdings of home mortgages backed
by the Federal Housing Adminis-
tration, the Veterans Administra-
tion and the Farmers Home Ad-

ministration.

The security will be drawn so
that new principal and interest
(after administration and service
expenses) will be paid to inves-
tors as they are collected monthly.

The word "pass-through" refers
to this monthly pass-through of
principal and interest payments to
the investor.

The Government National Mort-

gage Assn. will guarantee the
monthly payments of principal
and interest to the investor. Term

of the security is to be for the
calculated life of the mortgage
pool. Interest rate on the securi-

ties will probably be "competi-
tive" with 8%. •

Washington
studies work
comp change

OLYMPIA, Wash.-Revision of
Washington's unemployment in-
surance law will be placed before
a special session of the state legis-
lature which Gov. Dan Evans has

indicated he will call in January.
The controversial issue has

been added to the agenda of the
legislative council's labor commit-
tee at the request of House
Speaker Don Eldridge, Mount
Vernon Republican and chairman
of the council.

The labor committee also plans
a study with the legislative agri-
cultural committee of bringing
agricultural workers under the
workmen's compensation insur-
ance law by classifying their work
as "extra hazardous."

The two committees also plan a
two-year study of all aspects of
workmen's compensation. •

Drivers eschew cash
Rising insui ance costs and the

safety of drivers were two factors
considered in adopting the new
system that beer and wine truck
drivers in King County, Wash.,
were not to accept cash for deliv-
eries. Local 174, Teamsters' Un-
ion, and employers have agreed to
discontinue truck drivers' collec-

tions of cash for deliveries in a

move to counter increased robber-

ies. Payment now will be made by
check, it was reported.



Touchy
Question#
How come more and more men are refusing

to be directors of big corporations?
Simple.
Their titles are becoming targets.
Today a man who accepts company

responsibility is fair game for any stockholder
who doesn't like what's going on. And stock-
holders are suing company officers for any-
thing and everything. The general areas in
which most claims fall are:

m Wrongful use of his position, by the
director or officer, for special advantage or
private gain to himself or others.Il Failure to use "good business judg-
ment."

m Failure to discov-
er and prevent misconduct ..
by another or others.

e Violation of Fed-
eral Securities Laws.

7 4*4'

Mere failure to attend
1/474,!>

a director's meeting has been
ruled admissible in evidence
to show "failure to discover
and prevent" an unwise act

by the rest of the board. So heaven help you
if you had the flu that meeting.

Now, what kind of leadership can be
expected from men who have to be ducking
dangerous suits ? You can't look ahead and
over your shoulder at the same time.

So Employers offers Director's and
Officer's Liability Insurance. Not so much as
a rear guard protection against hostile share-
holders, but more affirmatively, to free your
prize officers to do the jobs you've groomed
them so long to do.Employers Insurance will be glad to

talk to you and fashion a
real "freedom policy" for
your officers. No matter
how many calls it takes, or
hours expended, It's The
Wausau Way. When you can

- _, breathe easier we can all
breathe easier.

Why not put us to
work right now ?

Employers Insurance of Wausau

We think insurance
ought to work

for a living.
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Torrey Canyon claims
talks begin in Britain

With Despard you ge. the very same
top-level men who apply their brains
and experience to the insurance re-
quirements of some of the largest
companies in the world.
Meet them and read about them in

our "Guide to Despard Services";
your request will b-ing a compli-
mentary copy by return mail.

The "personal service" insurance broker

161 William Street, Neu·York, N.Y. 10038

Ph: 212-964-9100

LONDON-Talks have begun to
settle Britain's $15,000,000 claim
for oim -slick ravages to its West
Coast Deaches around Devon and
Cornwall two years ago. The

Ameriean-owned tanker Torrey
Canyo-1 has been blamed for the
disaster since it grounded on an
off-shore reef with a cargo of
crude oil (estimated at 117,000

English tons) in March, 1967.
Claims that were filed by both

the British and French govern-
ments for coastal damage at the
time are now under review by
lawyens. It is hoped that lawsuits

set for hearing next year will now

be settled by agreement between
all the parties involved.

Underwriters engaged in the
compensation claims against the
U.S.-contro:led Barracuda Tanker

Corporation believe there may be
a decision in the fall.

The tanker was wrecked off

Land's End, with wide-spread pol-
lution caused on both sides of the

English Channel as its Kuwait-
loaded oil dispersed.

Its sister ship Lake Palourde
was arrested under maritime law

in Singapore four months later so

This aerospace machinist
is insured by Pacific Mutual Life.
And s, are all the other IAM

memkiers in ever 400 companies.

Plcnning group insurance for
multi-employer negotiated trusts,

unions, and associations is always
a complex assignment. But one that
PML elcomes.

The case -r. point is our plan for
thousands 015 members of the Inter-

national Asscciation of Machinists

and Ae:ospcce Workers and their

depend-nts.
These men and women work for

over 400 diHerent employers, all
over -he .ocltry.

For the trustees of the IAM Nat-

ionalHealth and WelfareFlan (rep-

resenting both labor and manage-
ment), we put together a package
of life, accidental death. disability
and medical insurance.

It provides the same level of
benefits for employees wherever
they work.

The package is flexible. offering
seven basic plans with numerous

options. PML offers to tailor a spe-
cial plan for companies with more
than 100 employees. Employers'
contributions can be leveled for

periods of one. two or three years.

Our computers enable us to cut

the cost of insurcnce, speed claim

service, and provide policyholders

with quarterly minagement infor-

mation reports :dentifying paid
medical claims, utilization and

trends.

Look into the advantages of
service, cost and coverage avail-

able from PML. Fhether you have

ten employees or :en thousand, call
your PML group insurance repre-
sentative, agent or broker.

Pacific Mutual Life
The West's largest mutual life insurcmce company

that Britain could begin litigation
against the owners.

.**

BRITAIN is showing its deter-
mination to deal with internation-
al oil poLlution because of the
threat it poses to coast resorts and
fishing interests.

Top legal brass at its govern-
ment-controlled Board of Trade

has asked the Panamanian gov-
ernment to take action against a
tanker under its maritime flag
that was spotted dumping oil in
the English Channel.

The tanker was chased by Royal
Navy helicopters after it seemed
to have left a ten-mile long oil
slick in the English Channel. It
proceeded to Rotterdam and sci-
entific experts analysed traces of
oil that were fished from the sea

by one helicopter crew. They hope
this ingenious method of proving
the source of dumped oil by labo-
ratory analysis of the oil's chemi-
cal make-up will satisfy interna-
tional law, even though tankers or
other suspect vessels may have
escaped from territorial waters
before they can be stopped.

To prove that it will back up its
word to support world-wide mari-
time law, Britain is bringing a
court action against one of its own
cruise liners, the Royal Mail Lines
ship Andes (26,000 tons), after a
French complaint that it dis-
charged oil wrongly last January.

***

REFORMIST lawyers in Britain
are urging that the whole of em-
ployers' liability for industrial ac-
cidents should be taken over by
social security services.

Insurance firms that specialize
in this business may have to rally
to meet the concept because there
are some quite influential Mem-
bers of Parliament backing it.

Current practice is for most
firms to insure against any major
liability 'for accidents involved in
lawsuits. But under a state-run
fund there is a partial payment
for any injured worker so that he
can meet his immediate bills.

This provides for $40 a week
for a family man, who might nor-
mally be earning about $55, if he
is off work for about a month
with a minor injury.

THE FUND is financed jointly
by employers and workers, through
weekly deductions from pay pack-
ets, plus a government contribu-
tion of 20%.

Insurance companies take over
responsibility for major accidents,
with an estimated premium in-
come from industry of more than
$150 million a year. But now law-
yers are urging that the two
should be merged, and any re-
course to lawsuits to get damages
should end.

One report suggests that the
Canadian system in which injured
workers are automatically enti-

tled to compensation should be
introduced in Britain, and another
urges that New Zealand's pro-
posed scheme to end lawsuits for

personal injuries be adopted.
Safety expert C. Curson, of the

government's Factory Inspecto-
rate Department, estimates that
one million people are hurt at
work in Britain every year. He
believes that too little is spent on
prevention or research work and

suggests that the whole field of
industrial injuries would gain from
a cost-benefit analysis study. The
average time absent by workers
through injury is three-and-a-half
weeks, though naturally many are

off for only a few days, and fatal-
ities total 2,000 a year. But because
so much of the loss is covered by

insurance, he believes there is a
lack of positive financial incentive

for firms to improve safety mea-
sures. •
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The catastrophe business is picking up.
And the biggest ones often come in the
form of enormous liability judgments
against small or medium-sized com-
panies. ButnotMerriweather'scompany.

Although he's somewhat awed by the
spectacle, Merriweather is ready. As a
keen and clear-eyed insurance buyer for
his firm, he saw to it that his company
had The St. Paul's Umbrella Excess

Liability Policy to take over where their
basic liability insurance ended. They'd
been a pioneer with the coverage. Be-
sides, reasoned Merriweather, they had

G
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EXPLOSIVES

Your catastrophe
has arrived,

Mr. Merriweather.

been stable and solvent for 115 years,
and the frst 100 are the toughest.

For most hazards, Umbrella Excess
Liability coverage starts after the first
$100,000 or so of lawsuit misfortune,
and goes on up to $5 million, which we
considermoreontheorderofacataclysm.

It has a combined single limit, so you
don't have to guess exactly what kind of
disaster is most likely to hit your com-
pany. You're covered for personal in-
jury, property damage, auto and product
liability-even advertising offenses.
(Don't write, we're covered.)

THE ST. PAUL
INSURANCECOMPANIES

....

Serving you around the world... around the clock
St. Paul. Minnesota 55102

l

Join Jack Merriweather and us in a

good thing: The St. Paul's Umbrella
Excess Liability Protection. Your catas-
trophe may be delivered tomorrow, if
someone gets the order processed in time.

Send for free catastrophic brochure*

DF- See all the bad things that could happen
and you'd still be protected.

DV- See a complicated chart that shows you
the limits of each type of coverage.

*Please write on your letterhead. Wedidn't want
you to have to print your name on a tiny line
in an ugly coupon.
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Study portends railroad safety law
WASHINGTON-Recent release

of the Railroad Safety Task Force
Report with no dissenting minority
views is thought to be conclusive
evidence that there will be a rail-

road safety bill passed this Con-
gress, maybe even this session.

The only drawback observers

see now is if key legislators seek
to stiffen too much the forthcom-

ing Administration draft proposal,
which will be modeled after the

task force suggestions. The possi-
bility of this happening is dimin-
ished by the fact that both the
House and Senate committees that

will be handling the legislation
have representatives at the draft-
ing, which is expected to be com-
pleted very soon.

The key provision in the draft
bill will ask that the Secretary of
Transportation, through the Fed-

eral Railroad Administration, be
given authority "to promulgate
reasonable and necessary rules
and regulations establishing safety
standards in all areas of railroad

safety."

AMONG THE BILL'S other

provisions will be a call for an

expanded program of grade cross-
ing safety, utilizing established
Federal and state agencies and
advisory grougs to set uniform
procedures and standards. New
sources of funding will be pro-
vided for this program.

Significance of the task-force-
advised proposals is that they
represent the first time that state
and local governments and rail-
road labor and management have
been able to get together on a
program for solving the increas-

ing problems of railroad safety.
Congress has been ready for

legislation in this area for some

time and has recently had this
readiness primed by public uproar
over the continuing rise in derail-
ments and accidents involving
hazardous materials.

During the week the task force
repert was released, two spectac-
ular train wrecks occurred. There

are, on an average, 100 derail-
ments each week.

A passenger-train derailment
outside Washington, D. C., killed
one person and injured 100. The
apparent cause was a buckled
rail.

And a freight train carry-

ing 750-pound bombs caught fire
in the Nevada desert, blowing
15-foot holesin the roadbed and

Continued on page 11

Keeping your fingers crossed
is apoor substitute for insuring
your overseas orcoastal shipping
with Fairfield & Ellis.*01

State Street Bank Building, 225 Franklin Street, Boston.
New York. Montreal.
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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 lit-
erature should be sent to:

Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

. U.S. Trade Expansion through
FCIA Export Credit Insurance is
a free brochure explaining the
services offered by the Foreign
Credit Insurance Assn. and what

FCIA insurance covers. Also in-

cluded is a brief discussion of re-

cent program innovations. To ob-
tain a copy, write the association
at 250 Broadway, New York, N. Y
10007.

e The Mutual Benefi. Life In-

surance Co., 520 Broad St., New-
ark, N J. 07101, has released a
12-page booklet free to corporate
insurance buyers, employe benefit
plan managers, insurance brokers
and consultants. Developing the

Company's Retirement Plan ex-
plains in non-technical terms the
essential elements involved in es-

tablishing a corporaze pension
plan. It covers tax advantages

from the standpoint o both the
company and the employe, stand-
ard and optional provisions that
can be included, factors responsi-
ble for short- and long-term costs,
and the different contracts and

services provided by a life insur-
ance company for underwriting
the plan. Several auxiliary pam-
phlets are included. Write the
director of group pension sales at
the company on your letterhead.

. Exploring New Insurance Ho-
rizons presents the history
and philosophy of Eliel and I.eb
Co. In its booklet, the brokerage
firm lists case-history type sum-
maries of work completed for
various kinds of companies. For a

0

1.

d

free copy write the company, in

care of David L. Glueck, vp, 175
W. Jackson Blvd., Chicago, Ill.
60604.

• An eight-page item of interest
to captive insurers, self-insureds,
brokers and consultants has been

offered by Eastman Kodak Co.,
Business Systems Markets Div.

Rochester, N. Y. 14650. Informa-
tion Systems for Insurance Com-

panies explains the use of micro-
film systems for effective, eco-

nomical information management.
The item is free on request.

• The Industrial Policy is an il-

lustrated brochure from the Home

Insurance Co.,59 Maiden Ln., New

York, N. Y. 10008. The literature
disects the policy in terms of
property damage, business inter-
ruption, automobile liability, crime
and fidelity, excess and catastro-
phe coverage, workmens compen-
sation and ocean marine insurance.

• Buyers of benefit plans will be
interested in two booklets pub-
lished by Charles D. Spencer &
Associates Inc., 222 W. Adams St.,
Chicago, Ill. 60606. Under the
heading of Understanding Bene-
fits, the two informational items

cover group disability benefits and
group term life insurance. For in-

formation on quantity prices, con-
tact the publisher.

• Notifier Co. offers guidance in

planning protection systems that
are designed into building plans.

An engineer follows the progress
of each system and provides any
assistance needed from conceptual
planning through installation to
final check-out. For information

on this service write the company
at 3700 N. 56th St., P.O. Box 4584,
Lincoln, Neb. 68405.

• A report examining the rea-
sons for the influx in products
liability exposures, claims and
procedures has been prepared by
John L. MeMahan, consultant and
president of Exemplar-MeMahan.
For a free copy, write Exemplar-
MeMahan, on your company sta-
tionery, at Exemplar Bldg., 116£
Teaneck Rd., Teaneck, N. J. 07666

EBS RISK MANAGEMENT specialists can give you another
view an independent and competent evaluation of your idea or
problem an analysis by people who are experienced, unbiased,
respected.

EBS experts also have ideas for improving your corporate
insurance and risk management programs ideas which involve

methods and approaches not experienced by your staff ideas

which are too involved or too time consuming for your technical
staff to undertake.

EBS services-available at offices across the country-are
specifically designed to provide professional outside assistance in
all areas of corporate risk management programs.

< EBS Deals in Management Ideas. No Insurance Sold.
EBS MANAGEMENT CONSULTANTS INCORPORATED

A Subsidiary of Ebasco Industries, Inc.

NEW YORK CHICAGO SAN FRANCISCO

100 Church Street 100 S. Wacker Drive 44 Montgomery Street
New York, New York 10007 Chicago, Illinois 60606 San Francisco, Calif.

(212) 425-0500 (312) F16-3438 (415) YU 2·3463

WASHINGTON DALLAS CLEVELAND

1225 Conn. Avenue, N. W. 211 N. Ervay Street 21330 Center Ridge Road
Washington, D. C. 20036 Dallas, Texas 75201 Rocky River, Ohio 44116

(202) 293-1950 (214) R17-3533 (216) 333 7350

MEMBERS OF ASSOCIATION OF CONSULTING MANAGEMENT ENGINEERS, INC.



• A catalog illustrated with dia-
grams and photographs explains
Honeywell Fire Alarm Systems
and Components. It is free from
Honeywell Automation, 2701 4th
Ave., S., Minneapolis, Minn.

55408.

• A six-page brochure and ac-
cessory list is available from the
Alarm Lock Corp. concerning its
Series 2000 Monitor Console.

Write the corporation at 33 Pow-
erhouse Rd., Rosyln Hts., N. Y.
11577. The unit is connected by
low-voltage wiring to the doors in
question and unauthorized opening
of a door or cutting of a wire
results in a buzzer alarm or flash-
ing light on the unit.

• A concise, 12-page glossary of
reinsurance terms is free from J. H.
ka & Co. Inc., 111 W. Jackson
Blvd., Chicago, Ill. 60604.

• Safety Color That Shouts is a
30-minute, oral-visual presentation
featuring numerous accident-pre-
vention applications for fluorescent
color. It is offered by the Day-Glo
Color Corp. The presentation shows
how color can contribute to in-
creased safety, explains what fluo-
rescent color is, demonstrates its
uses and explains application pro-
cedures. Contact the corporation,
4732 St. Clair Ave., Cleveland, 0.
44103, regarding presentation dates
available.

. Combined Insurance Co. of

America offers a brochure of spe-
cial interest to association officers
or brokers who deal with associa-
tions. It details the company's at-
titude that high membership parti-
cipation is achieved by tailoring
programs to individual association
needs. Insurance and the Associa-
tion includes comments from asso-

ciation officers. Write the company
at 5050 N. Broadway, Chicago, Ill.
60640, for a copy.

• Social Security and "Employe
Benefit Plans in Europe answers
questions related to insurance leg-
islation, supervisory authorities,
contracts and rules, and tax regu-
lations encountered while estab-
lishing multi-national insurance
plans. The item is published by
the international division of Win-
terthur Group, associated with the
insurance subsidiaries of CNA

Financial Corp. For a copy, write
Communications Dept., CNA Fi-
nancial Corp., 310 S. Michigan
Ave., Chicago, Ill. 60604.

• An eight-page outline entitled
Advantages and Disadvantages of
Various Methods of Financing
German Pensions is free from
Swiss Life Insurance and Pension
Co. International Dept. Topics
covered include book reserves,
pension funds, support funds, and
direct and indirect group insur-
ance. The company is at 40 Gen-
eral Guisan Quai, CH-8022 Zu-
rich, Switzerland.

• International Insurance and

Employe Benefit and Pension
Management offers seven sepa
rate articles highlighting various
phases of international insurance
Published by American Manage
ment Assn., copies are $4.50 to
nonmembers and $3 to members
Write: American Management
Assn., 135 W. 50th St., New York
10020.

. Are Your Company's Assets
Abroad as Safe as Those at Home?
is a booklet on international in
surance and employ e benefits,
from Alexander & Alexander's
international division. It empha
sizes that foreign laws and cus
toms need not create a mystery
about insuring foreign risks. It is
free by writing Public Relations
Dept., Alexander & Alexander
Inc., 225 Broadway, New York,
N. Y. 10007.

Ad agency benefits grow with billings
CHICAGO-Advertising agency

employes are not only enjoying
larger salaries these days but they
are also taking comfort in the fact
that insurance benefits including
salary continuation plans-have
increased as well.

That word comes from the Ru-
bel Service, a quarterly manage-
ment service for advertising agen-
cies, which has completed a sur-
vey of current agency practices
relating to employe insurance
benefits.

Based on information secured
from questionnaires answered by
nearly 400 agenies, the report fur-
ther concludes "that an advertis-
ing agency can afford to spend
between 2.75 % and 5.05 % of its
gross income ( commissions, fees,
percentage charges) for employe

welfare (group insurance) and re-
tirement benefits. Of this amount,"
the survey adds, "about .75 % to
1 % of the gross income should be
spent for employe benefits."

Basic hospitalization, according
to the Rubel service, is the type
offered by the greatest number of
agencies, with major medical and
group life almost as widely of-
fered. Salary continuation is the
least common.

THE REPORT notes that the
larger the agency the greazer the
chance of its offering employe in-
surance in all four basic types and
that a vast majority of all agen-
cies billing more than $2 million
do offer all four types.

One of the more surprising
findings of the Rubel survey is

that 65 % of all agencies ques-
tioned offer their employes salary
continuation, although larger agen-
des provide this coverage most
often. For example. 75% of all
agencies billing more than $20
million offer contknuation, while
only 29.5 % of agencies billing less
than $1 million follow suit. The
smaller agency is more likely to
pay the entire co: of zhe pre-
mium, however, and the larger
agency some of the cost.

The study also revealed that
"there is a tendency for smaller
agencies to pay mere of the prem-
ium than do larger agencies."

FOR EXAMPLE, it states, 42 %
of agencies billing less than $2
million pay the entire premium for
hospitalization, whereas only

about 25% of agencies billing
more than $10 million pay the
entire premium. Agencies billing
in excess of $40 million pay the
least amount of the premium. At
leas; part of the premium for hos-
pitalization coverage is paid by
48.5 % of the agencies, although ' in
one size group i those billing $2-5
million) 21% pay no part of the
cost.

The premium for major medical
is paid by 45 070 of all agencies,
witt 46% paying part and only
9 % paying no part. ( In the very
large agencies, 28% pay no part.)

A majority of agencies of all
sizes (except the very largest)
pays all the premium for group
life coverage; practically none of

part of this coverage. •

Who says,"Accidents can he controlled?"
Kemper Insurance does!
That's why our Loss Control Engineers use
computer data in analyzing accident potential.
This helps policyholders reduce the severity
and frequency of accidents.

Computerized accident control, from Kemper
Insurance, is one way to help you reduce the
amount you pay for Workmen's Compensation
insurance. Our computers help pin down the
exact locations and causes of accidents in your
plant. They tell you what those accidents are
costing you, too. When these facts are compared
with experience of similar businesses, we have
a sound basis for a joint program to help you
make your business safer . . and bring down
your Workmen's Compensation insurance
premium.

Our Loss Control Engineers have years
of experience in a variety of industries
and in such specialized areas as
industrial hygiene, technical
engineering, occupational health, 2 'All.
and educational training. These ' @1
services, combined with
computerized accident
control, have proven 4&.

that "Accidents can

be controlled." 4 p.,9 , -;
To learn more *, ' - /Y.'·

about this program,4 . r« -4
see the Yellow 4. \{t' ..

Pages listing of
your local independent
Kemper Insurance Agent,
or write Walter White, , *
Vice-President, Kemper I a

Insurance, 4750
Sheridan Road, Kwi i

Chicago, Illinois 60640. v *9

UM.p58.

Kemper Insurance
You can count on Kemper care

P



Giles on the law

Ice cream vendor must caution

child about passing car, says court
By JOHN W. GILES

Attorney-at-law

WASHINGTON-When a five-

year-old child can't borrcw popsi-
cle money from her sister to give
the ice cream vendor, she is
crushed, but if in addition she is
injured by a passing car, js the ice
cream vendor who lost the sale
liable?

In this case, the Tennessee ven-
dor selling ice cream from a vehi-
cle parked in a public street was
held under a duty to warn chil-
dren of approaching traffic. This,
in spite of the fact that the child
was not an actual customer.

The court said that having in-
duced the child into the street, the
invitor bears a duty to warn an
invitee of a dangerous condition
existing on a public street or side-
walk adjoining his business, which
because of the invitor's special
benefit, convenience or use of the
public street, creates a danger.

The presence of children is in
itself a warning requiring the
exercise of care for their safety.
Since it was forseeable that the
lives of children would likely be
endangered by moving traffic un-
less the vendor undertook some

precaution to prevent ini uries to
them, he should have anticipated

that such an accident as did hap-
pen, with or without some degree
of negligence on the part of pass-
ing motorists would occur.

Therefore, the negligence of the
driver of the automobile which

struck the child does not excuse

the negligence of the vendor. Un-
der this extraordinary doctrine,
can you imagine the potential lia-
bility of Santa Claus standing at a
busy intersection? (Tenn. Sup. Ct.
Hastings v. Smith 6/23/69.)

:.*

IF YOU HAVE excess automo-

bile insurance, and your primary

insurer and you reach a settle-
ment with the injured party, does
that relieve the excess insurer of

liability?
A New Jersey court has re-

cently considered this question.
The decedent was killed when the

car in which he was riding as a
passenger, was involved in a colli-
sion. The decedent's wife, the ex-
ecutrix of his estate, sued the
owner of the car and the driver

for damages under the New Jer-
sey Wrongful Death Act.

The owner of the car carried

$50,000 primary insurance with
the Allstate Insurance Co., and
$10,000 excess insurance with an-
other insurance company. The
widow and executrix settled with
ALlstate for $46,500, and then exe-
cuted a "covenant not to sue on
claim."

This covenant released only the
owner of the car and the driver

and Allstate Insurance, but re-
served the right to proceed against
the excess insurer. The covenant

Wouldityou prefer
an income protection plan
that covers employee and

employerneeds -
and is tax deductible?

Long-term disabilities occur 21/& times as often as death
during working years-and the average disability lasts
five years!

Bankers Security's Payroll Continuation Plan lets you
meet the responsibilities inherent in such disabilities-
lets you avoid nonproductive cash outflow-and gives
you a low-cost way to increase employee loyalty.

Bankers' PCP is one of today's most liberal and easy-
to-manage disability income plans. The plan is truly non-
cancelable. · Full and partial disability can be covered. ·
Waiver of premium. • Unaffected by employment change
or other insurance. • Premiums and policy provisions
guaranteed to age 65 • Full aviation and liberal world
travel coverage.

This new plan's advantages are available to both
large and small employee groups. Only five policies
needed initially. Officers and employee-owners may
also enroll in the plan.

Participants often pay the full premiums, or the
employer may assume part or all of the low cost. Either
way, the employer gains improved morale by having
made this income protection available. Note, too, that
any contribution by the employer to Bankers' Payroll
Continuation Plan is tax deductible. What's more, this
contribution is tax free to the employee-along with
benefits up to $100 a week after the first 30 days of
disability.

There are at least nine more good reasons why this
new and unusual disability income plan is right for you
and your employees. Call your insurance broker, and ask
him to contact us for full details. Bankers Security Life

Insurance Society. Licensed in all 50 states and the
District of Columbia. Executive Office, 1701
Pennsylvania Ave., N.W., Washington, D.C.
20006. Home Office, New York City.

Leaders in Insurance for Better Living.

Bankers Security

provided that the widow in no
way released the excess insurer
and no rights were waived against
the owner and driver as named

insureds in the policy of the ex-
cess insurer.

THE EXCESS insurer claimed

that the release to its insured dis-

charged it from all liability under
its excess insurance policy. The
widow then brought an action to
have her "covenant not to sue"

judicially construed. The superior
court of New Jersey held that
there were no reported cases on
the point.

The court said that there was a

strong public policy in New Jer-
sey favoring the availability to
insured persons of the liability in-
surance ofj those whose negligence
is the cause of their injury.

The court said that the partial
settlement, with the conditional
release, did not prejudice the ex-
cess insurer. The legal effect of a
release on strangers to the release
should be determined by the in-
tent of the parties to the release.
The parties to the release fully
intended that the excess insurer
should not be released. (Deblon v.
Benton. 247 At. 2nd 172.)

:**

YOU UNDOUBTEDLY know

that your X-rays in the files of a
hospital cannot be examined with-
out your permission. The rea-
son for this is that the law recog-
nizes the importance of respecting
the confidential nature of the re-

Continued on page 45

Media...
Continued from page 3

and the station will probably face
a lawsuit."

MR. REDMOND said it is not

only the man in the street who can
cause a radio or tv station legal
headaches. If the action reaches

court, he explained, "the station
must prove its conviction that the
allegations or statements they
made are true and they must also
prove that the news was carried
without malice."

He offered a few tips to broad-
casters on how to "minimize" the
chance of a lawsuit or loss:

• When generating spot news
of a serious nature, avoid disclo-
sures from sources which may be
unreliable, even if they are eye
witnesses. Quoting them or using
their remarks in a taped inter-
view does not necessarily free the
station of liability.

. Avoid use of preliminary
police reports, even from the ar-
resting officer at the scene. The
classic example of this involved a
man obviously under the influ-
ence of alcohol, involved in a
newsworthy personal injury auto
accident. The arresting officer
might say the man will be cited
for drunk driving. This allegation
may be repeated over the air by a
newsman. But if the driver is not

charged with drunk driving but is
booked for some other charge, the
station has left itself wide open to
a lawsuit.

BEWARE OF the disc jockey or
talk show type who, with lack of
sufficient information, becomes
entangled in local issues. He may
make some heated reference to

someone or something which is
not factual. If damaging, the next
stop may be the courts.

• Be cautious when using old
news as background for a fresh
approach to a long-term story.
Mr. Redmond cited the misfortune
of a radio station involved in a

series of broadcasts on organized
crime. The station - spliced in a
taped interview with a long ,<re-
tired and clean- ex-mobster.

Some of the taped material back-
fired and he sued, successfully,
for invasion of privacy. •



SAID A source at an airlfine due
to get delivery of one of the first
747s that roll off production lines,
"Sure, we're worried about capac.
ity. Everyone in the world is wor-
ried about ·insurance capacity. But
anything is available for a price.
In the meantime we're going down
the line programming liability cov-
erage for the 747 in normal fashion,
just like we would any other year."

He added that the biggest prob-
tem his company is faced with at
the moment concerns rates. "We
haven't found the answer to that
yet. In the early years of a new
aircraft there's always a problem
establishing rates," he said.

Another airline source was a
Little more concerned about the
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Here's the latest episode in the iumbo iet drama
NEW YORK-Will the airlines

soon to get delivery on the 400-
passenger Boeing 747 find ade-
quate liability coverage now that
the industry's captive insurance
operation has been postponed un-
til Jan. 1, 1971?

Will the captive operation get
off the ground in 1971-or ever?

Whatever the outcome of the

industry's latest daytime drama,
one thing is clear: People who
normally worry about such mat-
ters were not panicking last week.

THE SITUATION at a glance is
this:

The captive insurance company
formed by the major world air-
lines, Air Transport Insurance
S.A., which was to have gone into
operation Jan. 1, 1970, in time to
insure liability coverage for the
Boeing 747s going into service late
this year and next, announced it
was postponing the start of its
operation a year because of "in-
sufficient time" to complete prep-
arations this year.

When confronted with the an-

nouncement last week, airline in-
surance people-who were count-
ing on the captive company for
40% of liability coverage on the
mammoth new jets-did not seem
overly concerned.

Waller Smith, director of corpo-
rate insurance for United Air-

lines, said that he-along with
others-has been working on a
project to get life insurance mon-
ey to cover their passenger liabili-
ty. Airlines would buy death and
dismemberment policies and ap-
ply this coverage to legal liability
arising from the death or dis-
memberment of passengers.

He said that while $75 million
to $100 million is available to
most large airlines now, with an-
other $5 million to $10 million in
primary, "there's more coverage
available at the primary level."
With primary and excess big air-
lines would be able to get about
$110 million now. He described
this as "not inadequate" but "still
uncomfortable."

United won't get its first 747
until next June. "I hope some-
body else solves our problem by
then," Mr. Smith said.

Pan Am, which will get its
first 747 next month, has about
$110 million (primary and ex-
cess), sources estimated. The air-
line, however, will be flying the
planes on overseas flights only at
first, thus under the Warsaw and
Montreal agreements, which have
per passenger liability linnits. In
the case of the Warsaw agree-
ment, the limit is $8,300 per seat
and in the case of the Montreal it
is $75,000 per seat.

TWA, which gets its first 747s
shortly thereafter, has a greater
problem. It will be flying the
jumbos domestically, for which
seat liability claims have been
running $125,000 to $150,000. That
would mean primary liability
would run about $50 to $60 mil-
lion per plane.

problem, which must be consid-
ered the biggest one airlines now
face.

ALTHOUGH his company will
not put a 747 into service until at
least mid-1970, he admitted that
"we're studying the problem ac-
tively. The rnatter is in the hands
of our brokers and we're waiting
word from them." What might
happen if they couldn't find the
capacity by the middle of next
year? "We'll cross that bridge
when we come to it," he an-
swered. An'd if he does come to
it? "It's frightening," he said.

Some were guarded, saying
they weren't sure what was going
to happen. Others-and these
were in the majority-adopted a
"what the heck... the insurance
will come from somewhere" atti-

D

tude. The "somewhere" they indi-
cated was not from thin air-or

necessarily from the captive-but
from the existing world insurance
market.

A source at Boeing Aircraft,
however, told Business Insurance
that he would "hardly say we're
unconcerned. We're exploring
various possible solutions to the
problem but I cannot comment on
them at this time. Obviously every-
one is interested in what Boeing
is going to do," he added.

ASKED WHETHER the solu-
tion might come from th eexisting
world insurance market, again he
said he would rather not com-
nnent.

"I don't think the capacity is
there that everyone might like for
full coverage of the craft," he

said. Asked whether that might
mean 747s might be going into the
air without full coverage, he add-
ed, "No, I wouldn't say that."

(Boeing insures with U.S. Avia-
tion Insurance Group and the
London market and was able to
obtain hull coverage of about $21
million each on five test 7475.)

ONE SOURCE within the avai-
ation insurance industry said that
he "doesn't see why" it should af-
feet present schedules to put the
747 into service. (Pan American
World Airways and Trans World
Airlines are scheduled to have
747s in service late this year.) "It
(the liability coverage) will come
from the existing market," he
predicted.

Another insurance source looks
on the situation more pessimisti-

.
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cally.
"I really don't know," he said

when asked if it was a safe as-
sumption that all 747s going into
service within the next year

would be ·able to get adequate
liability protection. "People in the
business are working with the
problem, but it's going to' take all
the capacity in the world to cover
these aircraft."

HE ADDED. however, that "in
a month or so this should be clari-
fied." A "new and unique" ap-
proach to the problem may be in
the works now, the source said,
but refused to bend when prodded
further on the subject.

While the problem of getting
liability coverage for the 747s
going into service initially does

Continued on page 38
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There is a
better way..?

( COMPREHENSIVE CATASTROPHE LIABILITY INSURANCE
can avoid the worry of extra large liabilities.
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SATELUTE and(1)*M*% coverage forcom-
mercial, industrial and institutional accounts. 
/|Wald protection for personal and professional
exposures. Each offering liability limits that can
range from one million to ten million dollars. With
both the Defender and Medalist providing addi-
tionally for the costs of legal defense, when not
available under other policies.

() satellite, Defender, and Medalist. The most
protective liability umbrellas on the market.

Your local independent ) agent or the broker of
your choice can give you full information about
these vital insurance coverages.
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participate fall roughly in the them in for shares of restrictedHeinz hopes top=level incentives $20,000 and up salary range, and stock, and those participants not
the incentives can amount to from not eligible for the new incentive
0% to 70% of base pay, with most plan have been compensated by

-ill motivate corporate execs incentive payments expected to an upward salary adjustment Mr
fall in the 30% to 50% of base Foltz said

pay range, Mr Foltz said. The more limited Incentive pro-
PITTSBURGH-H J. Heinz Co steps measure corporate perform- last fiscal year frorr overseas op- The amount of each incentive gram, developed after consulta-

has replaced its management ance against annual goals, six erations, Mr Foltz said, award will be calculated at the tion with the Hay Co, Philadel-
profit-sharing program with an measure the subsidiary or profit The giant food company is cel- close of the fiscal year, after re- phia, executive compensation spe-
incentive plan that measures mdi- center performance and six the ebrating its 100th anniversary this sults are m, and payment will be cialists, reflects an effort to zero
vidual, division and corporate performance of the Individual. year and has had overseas instal- made annually in July The indi- on those key executives with a
performance against goals estab- lations for the last 50 years, Mr vidual may elect to receive pay- direct Influence on corporate re-
hshed at the beginning of the fls- ALSO CONSIDERED are the Foltz said Almost all overseas ex- men: in cash, deferred cash or sults and offer them a perform-
cal year position the individual holds, ecutives to participate in the shares of restricted stock ance incentive, Mr Foitz said •

The management incentive or which iS expressed in numerical management incentive plan are The incentive award will be

MIP plan lS designed to motivate rank, and the location of the cen- nationals of the countries where treated as additional income for 0
some 200 top executives world- ter where he is employed Mr. the _ndividual installation iS 10- group life and pension benefits Liability ...
wide in a pomtion to have a direct Foltz said The incentive award lS cated where legally possible, Mr Foltz

Conttnued from page 1impact on corporate performance, to conform with local practices The final formula for determin- said,

according to James A Foltz, and will vary considerably from ing the amount of the incentive The plan replaces a wider man_ but it would lessen the effect of
director of management develop- one country to another award is: agement profit-sharing plan that safety messages on private pas-
ment at the company's world H J Heinz, with 13 major sub- • Total number af performance had distributed quarterly pay- senger car drivers, whose safety
headquarters here sidiary compan_es m the United steps ments based on ccrporate earn_ record is much worse than that of

The amount of the incentive States and Europe, Australia, • Point rank of the individual ingE per share to some 500 man- commercial drivers," he com-
award is to be calculated on the South America, Japan, Mexico • Pricing formula for the indi- agement members Participants in mented
bams of 15 "steps" or points, Mr and Canada derived almost half vidual country this plan were offered the choice Mr Mortimer added that he
Foltz explained. Three of these of its $790 million earnings for the Those exec uti ves eligible to of retaining their shares or cashing presented statistics to AIA that

showed that Norton Simon's driv-

ers were at fault in only 10% of
l .1 44
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.

11 I 8 their accidents In 70 % of acci-
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1 dents involving the company s
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.
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i
* ... 1 € drivers, the Norton Simon driver

1 .*: . 4. was neither at fault nor could

.1 have he prevented the collision,
Mr Mortimer contended, and in
80% of the fatal accidents involv-

ing Norton Simon drivers, the
A..

. :, A. company's driver was neither at
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fault nor could he have prevented

... the mishap
4..' 4 .4

4

Mr Mortimer said, "that we
- 7.f .

.

r their 'absolute liability' plan and

"It was the position of AIA "

:j its inequities because we would
4

save money anyhow
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7 2*'f f ONE CRITIC OF the AIA plan,
Z who had pointed out the disparity

between savings for the public
- l versus savings for commercial ve-
.X fa p hiele operaten s, said

-17* 1 'For months, AIA has been
t. wrestling with an insoluble prob-

*2' 49.0*481· 8.18· / I 4/ lem-that of allocating equitably
-1, the cost of automobile in] urles in

4, a first-party, no-fault system The3*2& ' hil y -- - problem is exemplified by the rel-

-- - --7 ative reduction in premium to
lillil. .-... , h--' Sfi---/,4.*Al.. - f which a commercial user of the

highways, such as a long-haul
truckman, is entitled if pure

''. 4 i first-party rating is used It is not

6 2 3 8 u
surprising that no better solution

'41 -1, has been found than the AIA sug-
gested in its original report Their

I.:0. /1 ....19,1 1 solution is the unjust and proba-
bly unconstitutional provision that

MIR. . a 2.*A
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car with which lt collides "

Another observer said, "This
when the insurance industry asked for total protection shows the weakness of the AIA

plan They don't really want to
in commercial kitchens. shift entirely to a first-party sys-

tem of auto victim compensation

Further, AIA's proposal raises the
Then we went to work-and came up with tne answerl question of what is a commercial

vehicle, a question that may be
difficult to settle in specific acci-

That's right. Only Safety First provides total fire protection for all commercial dent situations "

cooking hazards Complete rangetop coverage-all appliances too! T Lawrence Jones, president of
AIA, revealed the "absolute ha-

With Safety First in your corner you can write restaurant insurance- bility" proposal in an interview,
apparently using it as a trial bal-

and relax. loon to test the reaction of com-

mercial fleet operators at the time
Our automatic dry chemical systems are UL listed to cover upright broilers,

the Massachusetts auto insurance
real charcoal broilers, pumice charbrollers, deep fat fryers, griddles,

study commission
gas and electric stoves...as well as hoods and ducts. Mr Jones last year categorical-

ly denied a Bustness Insurance

Statistics prove that anything on a stove can start a fire. Tfat's why you need story of July 29, 1968, that said

total protection - and only Safety First has itl
the AIA would propose a "no-
fault" insurance plan He denied
the story several days after the

Send for your free Restaurant Fire Protection Manual today. executive committee of his asso-

ciation voted to support the "no-
fault" principle and to introduce
lt as a refornn rneasure in state

legislatures
world's largest line of automatic dry chemical sysfems

I J SAFETY FIRST
Report group sales

Metropolitan Life Insurance Co,

New York, has reported a 52%

PRODUCTS CORPORATION • ELMSFORD, N.Y. 10523 decline in group hfe sales for the
first six months of the year
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NASA indemnification law still bogged down
WASHINGTON - "Indemnifi-

cation problems are never brought
home to legislators until something
unfortunate happens. It's hard to
get action on this thing, let's face
it."

So said Herbert Roback, staff
director of the House military op-
erations subcommittee, about

chances of enacting legislation to
gain government indemnification
for contractors involved in the
space pfrogram.

Mr. Roback told Business In-
surance he didn't think the Na-

tional Aeronautics & Space Ad-
ministration's highly succussful
Apollo 11 moon landing would
improve the prospects of allowing
NASA to indemnify against un-
usually hazardous risks.

THE HOUSE military opera-
tions subcommittee has held hear-
ings on a bill to set up a commis-
sion authorized to study military
procurement-including various

government indemnification prac-
tices. During June th6 subcom-
mittee heard two days of testimo-
ny on the indemnification prob-
lem specifically.

At the hearings in June, Paul G.
Dembling, general counsel of
NASA, said the space agency "for
ten years has sought authority to
assure adequate protection to the
public and to government con-
tractors for widespread · injury,
death or property damage that
may arise out of certain acci-
dents."

Such accidents, he said, were
those that might occur as a result
of activities which involve space
vehicles, toxic fuels, "and other
equipment and materials that
have the potential to cause wide-
spread destruction."

Mr. Dembling noted that three
bills were introduced during the
87th Congress to provide NASA
with authority to indemnify
against third party liability and
property loss or damage arising
out of contracts with NASA

which involved unusually hazard-
ous risk.

HEARINGS were held in the
House and the Senate, but only
one of the bills was passed by the
House, while the Senate took no
action.

In 1963, Mr. Dembling said, a
report was issued by Columbia
University entitled: "Catastrophic
accidents in government pro-

grams." A key recommendation of
the study, he explained, is that
provision should be made in any
legislation for interim relief under
which "prompt and effective com-
pensation would be paid while the
specific liabilities and damages
were being settled in the courts."

But he pointed out that right
now injured members of the
public have an "uncertain reme-
dy." This uncertainty, Mr. Dem-
bling said, "is increased by the
fact that available insurance pro-
tection is limited in amount and

does not approach the amount of
coverage required to protect a
company against a very large in-
cident where claims in the aggre-
gate might run into the hundreds
of millions of dollars.

"Not many companies would be
able to survive such a liability,
and the injured public would, in
such event, not be able to collect
damages.

"INSURANCE coverage in

Reiects 1% tax
The Massachusetts State Legis-

lature has rejected a proposed
measure that would have levied a

1 % tax on employers, the revenue
to have been used to help defray
Medicaid program costs.

No insurance

on moon samples
HOUSTON-NASA spokes-

nnen here report that no spe-
cial insurance will cover the

moon samples either while in
transit or in the possession of
universities or scientists.

"What price tag can you
put on the moon samples-
the cost of the whole Apollo
program?" a spokesrnan
asked. "There's no way to in-
sure something that's irre-
placeable."

amounts above $10 million is ac-

quired by relatively few compa-
nies. Whatever the maximum

amount of insurance obtainable

by the very largest companies to-
day may be, it is evident that it
falls far below the potential lia-
bility of companies engaged in
hazardous government programs,"
Mr. Dernbling told the subcorn-
mittee.

He pointed to the fact that the
Department of Defense has had
available to it since 1952 authority
to indemnify its research and de-
velopment contractors against

claims arising out of direct per-
formance of their contracts which

result from "unusually hazard-
ous" risks. This authority doesn't
apply to NASA, however.

One alternative which may be
open to NASA-termed "better
than nothing" by Mr. Roback-is
a public law giving at least limit-
ed indemnification to NASA con-

tractors.

dirnBdiss€on
For strength an

But the law was watered down

somewhat by a phrase which pro-
hibits government indemnification
beyond available appropriations,
Mr. Dembling said.

"THE EXECUTIVE order limi-
tation in effect required agencies
using this authority to make any
indemnification agreement 'sub-
ject to the availability of appro-
priations.' Such a contractual un-
dertaking is quite unclear as to its
legal effect. In fact NASA adopt-
ed a policy against the use of
Public Law 85-804 for indemnifi-

cation purposes because of this
lack of clarity."

The Department of Justice, re-
sponding to a query by NASA and
the Department of Defense, has
held that deletion of the "restric-

tive language" in an executive

for indemnification of public con-

agencies.
However, Mr. Roback said that

the Budget Bureau is currently
"sitting on" the executive order,

the horizon to pry it loose.
The revised executive order, in

any event, wouldn't automatically
guarantee the assumption of lia-

plained. What the agency is look-
ing for is a law that "lays out the
ground rules" of indemnification.

Mr. Debling said that "at the
present time steps are under way"
to revise the executive order and
to draft regulations covering the
use of the public law for indemni-
fication purposes. •

\<no\N
MO\N

\Nor\»s 0009
20\G

for pa,.

What a combination
PACIFIC EMPLOYERS GROUPof Insurance Companies(A subsidiaryof Insurance Company of North America) 4050 Wilshire Boulevard, Los Angeles, California 90005



U.N. ponders liability questions
of fallout from outer space probes

NEW YORK-Although they
still haven't defined what outer

space actually is, the lawyers at
the United Nations are trying to
settle insurance problems arising
from man's exploration of the at-
mosphere.

For five years problems of lia-
bility and compensation for acci-
dents related to outer space have
been on the agenda of the legal
subcommittee of the U.N. commit-

tee for peaceful uses of outer
space.

One big question is: What is
the responsibility attached to a
rocket booster jettisoning improp-
erly and crashing to earth in a
populated region?

The nations most worried about

such hollocaust are small ones,
uninvolved in space gymnastics.
Special talks at New Delhi are
crystalizing desires for an unlirn-
ited liability to any "launching
state causing damage on the sur-
face of the earth" through its
spacecraft during "launch, transit,
or descent." The U.S. is pushing
for a ceiling of some kind, al-
though figures, in the hundreds of
millions, vary from source to
source.

SURPRISINGLY enough, the
Soviets have an equal desire for
an unlimited liability plan and
have joined the ranks of India,
Hungary, Beligum and Italy in
formulating a treaty that would

New England Life now has the
mostcomplete LongTerm Disability
plans money can buy for groups of
10ormoreemployees.Withallthe
special features you'd expect from
New England Life.

Like maximum monthly benefits
that go up to $2500. Benefit formulas of
50,60 or 70%.

A choice of options like our
family income benefits. And our Social
Security " freeze", which passes along

stipulate such compensation.
The procedure by which com-

pensation would be awarded is
another debated subject. Some
diplomats are asking the fault of
the launching state be definitely
proved before compensation is in-
itiated. Others are calling for ipso
facto awards of total damages for
any des-ruction wrought by a
launching state. However, the
majority of international lawyers
are seeking a plan of third party
compulsory arbitration, to be en-
forced by the U.N..

But the U.N. lawyers are not

restricting their dialog to earthly
catastrophes. The possitility of in-
space tragedy has commanded a
great deal of attention. Once again

the onus is being directed toward

the launching state, and repara-
tions have been spoken of in very
general terms.

In fact, according to one source

at the U.S. mission to the U.N.,
"For the past five years these
people haven't said anything but
general terms. They haven't got-
ten specific and there's no telling
when they will. But the trend is
toward responsibility for aN dam-
age stemming from a launching
state's activities."

Other recommended areas of

discussion touch the legal aspects
of direct broadcast from satellites

and spacaecraft, and accidents on
other celestial bodies (perhaps with
a foreshadowing that the same
traffic problems that sprung from
the single brave ocean-going ves-
sel, horseless carriage, or Kitty
Hawk aeroplane will att:ach to
outer space travel.)

Judging from progress seen, in-
surers and reinsurers won't have

any increase in benefits to the employee.
And the choice of buying LTD

as a separate entity, without having to
buy an entire group insurance package.

And, we have the kind

of flexible underwriting that's respon-
sive to individual needs.

NEL LTD.

From now on, that's New
the best way to spell Long Enmand
Term Disability insurance. life

Not yet available in all states.
New England Mutual Lift Insurance Company, 501 Boylston Street, Boston, Mass.

space liability headaches for quite
some time. And even when the

space lawyers finally agree on a
liability limit or the lack of it, as
one insurance source summed it

up, "This will be the absolute
limit. Any insurer who'11 be crazy
enough to underwrite outer space
explorations will not only be out
of his head, he'll be out of this
world."

Fidelity &
Casualty
pays loss

NIAGARA FALLS, N. Y.-The
Niagara Falls Urban Renewal
Agency has learned somewhat ab-
ruptly from URA Director Daniel
W. Collins that $140,000 worth of
loan notes issued last summer
have been lost.

Actually, no one from City Hall
had anything to do with the loss,
according to Mr. Collins, and the
indemnity firm retained by the
New York stock broker that lost

the loan notes has agreed in writ-
ing to cover the loss in case some-
one makes a redemption claim on
the negotiable securities, which
matured on August 8.

The chronology of the incident
is this: Last August, the URA is-
sued $816,000 worth of prelimi-
nary loan notes for financing of
Highland-Hyde Park and Allen-
Mackenna Industrial urban re-

newal projects-$605,000 on the
first project and $211,000 on the
second.

FIRST NATIONAL City Bank
of New York won the bid and

purchased the notes. The broker-
age firm of Hornblower & Weeks,
Hemphill, Noyes, purchased $140,-
000 worth of the notes-four

in $10,000 denominations-as a
custodial agent for one of its
clients.

On June 19, the Fidelity & Cas-
ualty Co. of New York advised
Mr. Collins that Hornblower &

Weeks claimed the notes "were
missing and believed to have been

accidentally thrown away in the
waste." Hornblower & Weeks

promised that the insurance com-
pany will furnish a bond to deliv-
er the notes, should they be
found, to the URA for cancella-
tion.

The insurer also agreed to in-
demnify the local agency, the
bank involved, and the Depart-
ment of Housing & Urban De-
velopment from "any and all
claims, actions and suits, whether
groundless or otherwise, and all
liabilities, losses, damages, costs,
charges, counsel fees, and other
expenses of any nature and char-
acter" which the URA, bank, or
federal government might incur
from loss of the notes.

IN OTHER WORDS, the URA

won't have to pay the $140,000
twice.

If Mr. Casey gets his money
from the insurer and the bonds

turn up later, according to URA
Counsel Benjamin Gold, the per-
son or firm with the original notes
will have to show how he ob-

tained the securities and prove he
did it legally.

HUD, says Mr. Gold, authorized
First National City Bank to pay
the broker the maturity value due

on the notes on August 8 as long
as the agency has the insurer's
bond. •

Ozark gets loan
Aetna Life & Casualty Insur-

ance Co., Hartford, has committed
a $2.6 million loan to Ozark Air-
lines, Inc., St. Louis, bringing the
insurance firm's total commitment

to $8.6 million. The airline will
spend $13.5 million on new equip-
ment.



HARTFORD-The long-await-
ed start of an intensive flood in-

surance program, a massive ven-
ture of some 77 companies pooling
$40 million, is under way, with
the insurers jointly participating
in expenses and loss-sharing.

The move, three years in the
making, has been nursed into
reality by the National Flood In-

surance Act of August, 1968.
In years past, the American in-

surance community has aided the

property owner in earthquake,
lightning, windstorm, rain and
hail loss, but flood was something
else again--an element delicately
avoided in view of staggering
damages that have hit as much as
$1 billion annually.

No so long ago, the insurance
community looked upon flood in-
surance as something with too
much of a locked-in risk factor.

Moreover, prohibitive premiums
would cause owners of flood-

prone land to refrain from seek-
ing coverage.

surveyed by the U. S. Corps of
Engineers-will be able to buy
broadly defihed flood protection
(up to $35,000 on structure, $10,-
000 on contents).

Government flood insurance program gets going

MUCH OF THE basic thinking

contained in this precedent-mak-
ing effort in flood coverage is at-
tributed to Dr. Don G. Friedman,
associate director of research, cor-
porate research and development,
Travelers Insurance Cos., Hart-
ford.

The $40 million figure is the
private enterprise share of initial
program participation, with the
Federal government functioning
as co-insurer, and also, in return
for a reinsurance premium paid to
the U.S. Department of Housing
and Urban Development, giving
reinsurance for catastrophe flood
losses.

The actual modus operandi
shapes up like this:

As each locality becomes quali-
fied, residential and some com-
mercial property owners-includ-
ing those in seashore, hurricane-
prone and river-bottom regions

Court ends

malpractice
suit limits

ALBANY-The New York court

of appeals has ruled that the state's
three-year statute of limitations on
malpractice suits is not applicable
in a case where a foreign object
has been left in a patient's body.

In a 4-3 decision the appeals
court reversed suprenne court and
appellate division rulings and
held that the three-year statute of
limitations would apply in all
malpractice cases except those in-
volving foreign objects.

Associate Justice Kenneth Keat-

ing, writing the majority opinion
for the court, stated "where a pa-
tient cannot discover that an act

of medical malpractice has taken
place in which a foreign object has
negligently been left in the pa-
tient's body, the statute of limita-
tions will not begin until the plain-
tiff could have reasonably discov-
ered the malpractice.

"THE UNSOUNDNESS of the

traditional rule as applied in the
case where an object is discovered
in the plaintiff's body is patent,"
Justice Keating held.

The decision leaves Mrs. Jose-

phine Flanagan, of the Bronx,
free to press a $1.5 million dam-
age suit against the estate of Dr.
Max Eisenstadt and Mount Eden

Hospital.
Mrs. Flanagan underwent gall

bladder surgery in 1958, and doc-
tors eight years later discovered
that surgical clamps had been left
in her body. Another operation
was necessary to remove them. •

EACH LOCALITY is surveyed
for premiums based upon the key

element of .rue exposure, but the
Federal government is expected
to absorb the bulk of premium
cost in the high-risk zones.

The national flood insurance

program has the equally impor-
tant task of encouraging local

communities to adopt sound land-
use measures, seeking to reduce
flooding hazards and damages.

All localities that seek to be-

come eligible for flood insurance
must enact appropriate zoning
laws to prohibit rebuilding in
low-lying, flood-prone areas by

June 30,1970.
A government spokesman told

Business Iizsurance that flood in-

surance policies are now being
written for homeowners in Fair-

banks, Alas. (site of costly quakes
two years ago), and in Metairie,
La. (a New Orleans suburb hit by

water on :he rampage dur,ng the
memorable Hurricane Betsy).

DR. FRIEDMAN started his re-

search fcr this project five years
ago; his past experience has in-
cluded application of simulation
techniques and high-speed elec-
tronic camputers to geophysical
hazards as related to insurance

operations.
Four years ago, his summation

of flood hazard and flood insur-

ance feasibility forcefully brought
home to the Johnson administra-

tion the need for action.

Dr. Friedman, working on com-
puters at the Travelers data cen-

ter here, developed a mathemati-

cal model, used to simulate loss
experience to dwelling properties
on both inland and coastal flood

plains. A second model simulated
operation of a National Flood In-
surance Program, eovering the
hazards-including various possi-
ble financial arrangements be-
tween industry and government.

Admittedly, little pertinent in-
formation on flooding exper_ence
has been directly available for
computer feeding. Dr. Friedman
based his findings on detailed
data from surveys conducted in
some 40 flood-prone areas of the
U.S. by the Tennessee Valley Au-
thority, U.S. Geological Survey
and Corps of Engineers.

He remarks: "Man's life span
is short and he can't afford to

wait for nature to produce all

of the possible combinations of
frequency, location and severity
of geophysical events.

"The mcdeling and simulation
approach provides one means of
approximating tne effect of these
combinations."

As a significant example: One
thousand years experience in
flood damage can be simulated in
less than 10 minutes on the UNI-

VAC 494 computer at the data
center.

These techniques are being me-
ticulously applied by Dr. Fried-
man.

And what he comes up with is
watched avidly by government,
insurers and reinsurers around

the world. •
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opinions
80

INVESTMENTS ABROAD letters
70 Errors and omissions

Does that make 60 To the Editor In your June 9,
1969, issue of Business Insurance

1/
there was a short article concern-

Bolton a bad guys 50 ing errors and omissions insur-

ance There is one very glaring

I
n the wake of Busmess Insurance articles regarding the investment

40 error that I hope you will correct

0 in a future issue The article indi-
practices of former Illinois Insurance Director John F Bolton Jr, a

30 cates that where there are 2,500
reporter for this magazine discussed with a Chicago precinct captain LL or fewer employes, the minimum
Mr Bolton's placement of $526,000 in claimants' funds in a small, 0

20 piemium is $42 for $100,000/$300,-
000 limits The correct amount is

politically-oriented bank Z $462 annually
The precinct captain, as expected, defended Mr Bolton, a veteran 0 10

It is also indicated in the first
political waihoise with strong City Hall connections Finally, the sentence that this coverage is to

m 0
reporter said, "But John Bolton sent more than a half million dollars

1950 1956 1962 1965 1967*
protect union trustees of pension

to his buddies' bank " The political worker answered, "Does that make and welfare funds Employer
trustees are equally protected un-

Bolton a bad guy9. *Latest year or which statistics are available
der the same policy

Later it was learned that Mr Bolton's wife was a charter stockholder
Insurance needs to cover U S investments abroad have grown in pro- Your assistance in publishing

in the depository he chose, the Civic Center Bank, the focal point of portion to the sharp rise in U S private direct investments abroad This these corrections will be appre-

an Illinois Judicial scandal that has led to the resignation of two justices- chart, prepared for Business Insurance by the U S Department of Com- ciated

Frank 0. Watt
of the state's supreme court merce, shows that investments in foreign enterprises with U S owner-

Mack and Parker Inc, Chicago
Mr Bolton denied any conflict of interest and stated the ethical ship interest of at least 10% have increased from $11 8 billion in 1950

to $59 3 billion in 1967, the most recent year for which statistics are
question this way "Since I had a duty to invest the funds of available How U S busness meets the insurance requirements of over- More on captive
liquidated insurers, is it incumbent upon me to avoid placing these seas enterprises is told in articles in the special Business Insurance,/ To the Editor In your publica-

funds in banks in which my family or I may hold stockp" We think International section tha- appears in this issue tion dated June 23 there was a

that the answer to this question is an emphatic yes In fact, the Source Office of Publications and Information for Domestic and more than usually interesting ar-
International Bus ness, U S Department of Commerce ticle, appearing on page 47, titled

question ought to be turned around to "Isn't lt Incumbent upon me to .

Engineers start captive for lia-
divest myself of interest in any bank in which I place claimants' funds Insurance Gualanty Corp might be a viable idea. or at least some- bility "
placed in my care9" thing that thoughtful risk managers and citizens might consider

Corporate buyers of insurance recognize the hazard of investing Debate on the measure, as well as testimony from representatives consult with Mr Edward B How-
claimants' funds in politically-favored institutions But they ought aIso of the public, business and the insurance industry should be enlighten-

ard whom you mentioned as being
president of the council's Risk

to recognize the hazard of having the insurance industry regulated by ing We doubt that Ccngress will enact such a law without ample Analysis and Research Corp and
appointees of Mr Bolton's type evidence both that lt 15 needed and that it offers a workable solution would appreciate your, if possible,

to a pressing problem supplying us with their address so
that I might communicate with

Is this law needed? them directly

Are we asking too much? Herbert Hauth

President, H C Hauth Co Inc,

N
ot long ago we received an urgent plea from a major insurance

r t is easy to buy insurance, easy to study the type of claims that your New York, N Y
association to call attention to the proposed Federal Insur- 1

1 company may be sub]ect to, easy to talk about the general principles Editors Note You may con-
ance Guatanty Corp The bill, introduced as S 2236 in the current

session of Congress, would require insurers to participate in a Federal mam offlce of the council at 1155
science of preventing lit-gation against your particular corporation9

insolvency fund covering all lines of insurance except life i Sth St, N W, Washington, DC
Of course you need insurance, but what you need more is the secret

We cannot be suie of the woikability of such a fund, but we share 20005

of preventing claims from being filed against you The fewer the
the concern of the general public about the number of auto accident

claims, the lower your -nsurance cost Yndebted'
claims that go unsatisfied because of failures among auto insurers

So may we suggest that while your purpose is to insure your To the Editor Business Insur-
Legitimate insurance companies have stressed their willingness to

company against all types of claims that you can reasonably foresee, ance has been a most welcome
meet all reasonable claims And some have backed up this assurance and valued addition to our .work-

the insurance buyer can increase his value to a corporation immeasur-
with such things as uninsured motorist provisions in auto insurance Ing tools" slnce its inception and

ably by suggesting Increased safety measures for employes, more
policies that assure compensation for those who suffer injury or we look forward to each issue We

careful dealings with agents and brokers, more careful attention to had thought it your plan to send
damage at the hands of motorists supposedly covered by insolvent

manufacturing processes, more careful examination of products before it without charge until you had us
companies

they leave go into distribution, more careful examination of premises
''hooked" and, frankly, we have

Nevertheless, we believe that there is a sufficient gap between oeen prepared to ante up for some
from the standpoint of potential fires, and more carefully drawn time now The news that insur-legitimate public expectation and insurer performance that a Federal
contracts with officers, employes and third parties ance managers of companies with

In other words, the insurance buyer should regard himself as the more than 150 employes receive
the book without charge makes us

business insurance guardian of corporate assets in the realm of potential claims, and his
that much more indebted to you

major thoughts should be (1) how can I prevent the claim before it Robert W. Butler

for buyers of emplove, property and hability protection happensp And (2) if a claim is made, do I have adequate protection

RANCE CRAIN, Editor RICHARD C BJORKLUND, Managing Editor from a reputable insurance company? But the first consideration is Corp, Detroit, Mich
STEPHEN D GILKENSON, Eastern Editor Associates New York-CAROL RAT-
ISHER Chicago-TERESA NORTON, THOMAS E LUTZ Washington-STANLEY undoubtedly the more important, as we see it
E COHEN San Francisco-KENNETH R MACDONALD Hartford-ALLAN M. Are we asking too much9

Needs address
WIDEM Mmneapolzs--ROBIN MENZ SUHRBIER Correspondents m all pnnicipal
cities BURTON ROVENS, art director To the Editor Please advise the

Contnbuting Editors DONALD BERRY, vice president, C B Lilly Inc , East Or- mailing address of the American
ange, N J JOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVIN-
SON, insurance manager, Port of New York Authority ELLIOT BEIER, manager of Mr. Farmer is right Risk and Insurance Assn Inc,

pension and profit-sharing services, Nuveen Corp, New Yoik J E BENOIT, J E which your publication listed as
Benoit & Assoc, St Leonard, Quebec CARL J VOGT, supervisor of workmen'scompensation, General Tire & Rubber Co, Akron, HOWARD L PECK,    e welcorned and agree wlth some ideas proposed by James Farm_ having a forthcoming meeting at
partner, Hewitt Associates, Libertyville, Ill BION H FRANCIS. manager of V V the Sheraton Gibson, Cincinnati,

er, on appointee to the department of health, education and wel-
benefits planning. Colt Industries, New York J P OLSEN, insurance manager, on Aug 25-27
Ingersoll-Rand Co, New York NED MILLER, partner. Romm, Miller & Lazarus, fare and founder of the Congress of Racial Equality (Business Insur- Seymour I. KawallerNew York JAMES J ANDERSEN. insurance manager, Squibb Beech-Nut Inc,
New York HAROLD A CLARK, manager-planning, employe benefits. Sperry ance, August 4) Albi Manufacturing Co Inc,
Rand Corp, New York JOSEPH GULLO. vice president of insurance, D H
Overmyer Co New York PAUL C JOHNSON, insurance manager. Sea-Land Mr Farmer urged some 600 Negro delegates at the 49th annual Rockville, Conn

Service Inc, Elizabeth N J M REX PEARSON, insurance manager, Signal Cos,
Los Angeles ROBERT ABRAHAMSON, insurance manager, Control Data Corp, conference of the National Insurance Assn in Miami to become actively
Minneapolis WILLAM J JONES, assistant treasurer, overseas chemical division, Involved in pressuring government to aid black insurance companies

the assoczation concerning its an-
W R Grace & Co. New York nual meeting through either Mi-

MYRON A HARTENFELD, publishing director And Mr Farmer made some excellent points For example, he told
ALFRED MALECKI, advertising director chael W Colhns, informatzon dz-

RONALD R WALINDER, production manager his Negro audience *'White businesses get large sums of money to rector, 2621 Carew Tower, C:n-
District managers New York-CHARLES A HORVATH. THOMAS J O'MARA

Chicago-LAMAR R LEAHY train people for management. You should be getting money too " annatl, O 45202 or the executive
Southern representative-WILLIAM B CARR, secretan/, Wdham T Beadles, 112

2500 N E 48 Lane, Fort Lauderdale, Fla 33308 Black-operated firms are lomng trained black employes to white-
Assistants BERNICE STELTER, DIANA SOAVE E Washington St, Bloomington,

operated insurance companies that feel "they must have a showcase
Published by Crain Communications Inc, Chicago, publisher of Advertising Age, Ill 61701

Industrial Marketing, Advertising & Sales Promotion, Marketmg Insights Negro" and make some ovation of compliance with equal opportumty
G D CRAIN, JR , chairman S R BERNSTEIN, premdent
M A HARTENFELD, executive vice-president, RANCE CRAIN, KEITH CRAIN, employment guidelines, the civil rights leader said Eli' gets second look
J J GRAHAM, J V O'GARA, S E COHEN D J CLEARY, JR, vlce-presidents
G R CRAIN, secretary and treasurer J H TERRY, asststant secretary and asstst- "That's all right," Mr Farmer added "Black men must keep getting To the Editor Bustness Insur-
ant treasurer Cable address ADAGEAPI Jobs wherever they can get them But you (the Negro insurance ex- ance is an excellent paper It af-
Published at 740 Rush St, Chicago 60611 ( 337-5200) Offices at 630 Third Ave. New
York 10017 (YU 6-5050), National Press Bldg, Washington, D C 20004 (RE 7-7659). ecutlves) must build jobs into the companies which you have created

fords news and insight from the

1018 Fisher Bldg. Detroit 48202 (TR 2-7211), 6404 Wilshire Blvd, Los Angeles buyer's direction, a viewpoint not
90048 (OLive 1-3710) , San Francisco (GR 4-8532) , Fort Lauderdale (564-1850) It can be done, but cnly if you are well represented in Washington " expressed in any other periodical
45 cents a copy, $10 a year in US, Canada and Pan America Elsewhere $4 a year
extra WILLIAM STRONG, circulation director Four weeks' notice required for In conclusion, Mr Farmer told the black men involved in insurance, Every 1Ssue lS scanned, put aside,
change of address Address all subscription correspondence to ELOISA D'OVIDIO, u

What we must do lS to move minority groups into the mainstreamcirculation services manager
and then re-read

Murray Guth
Member of Business Publications Audit of Circulation

b& of American hfe"-which is m theory about as American as anything
Proprietor, Murray Guth Agen-

ABP that could be said
cy, Lincroft, N J
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The difficulty in selling our EBP plans is finding ways
to occupy your extra time.

With most individual policy pension or profit-
sharing plans, an agent really has to work for his money.
Before and after the sale.

But with our EBP marketing program, you can
leave the details to us.

The program contains the approach, the presenta-
tion, contracts, underwriting and services specially
designed to meet your client's needs. Our highly trained
staff at the home office is alert to all current develop -
ments and is readily available to answer all your
questions. Our staff tailors each plan and takes over

much of the detail work after the sale is closed, including
employee communications and IRS reports.

In short, Mutual Benefit's expert assistance is at
your disposal before, during and after the sale.

All of which should give you more time for other
business. Or for pursuing your outside interests.

For more complete information, contact your
nearest Mutual Benefit General Agent.

MUTUAL BENEFIT LIFE
THE MUTUAL BENEFIT LIFEINSURANCE COMPANY/NEWARK, N.J./SINCE 1845



Test for credit insurance measure
to come in fall, Senate aide says

WASHINGTON-The first cru-
cial test for a bill that would set
Federal limits on credit insurance

costs will come early in the fall
when the Senate banking and
currency committee meets in ex-
ecutive session to decide whether

to report the measure favorably
to the Senate floor.

A banking and currency com-
mittee source told Business Insur-
ance that the vote in committee is

expected to be close, and that if
the bill does clear the committee
it is expected to have smoother
going before the full Senate and
the House.

But another source reports that
the Federal Reserve Board,
charged with responsibility for

setting maximum credit insurance
rates under the proposed legisla-
tion, has been cool to the prospect
of assuming this additional bur-
den.

WHILE THE NIXON adminis-
tration has so far taken no official

position on the consumer protee-
tion measure, Mrs. Virginia
Knauer, the President's special
assistant for consumer affairs, has
declined an invitation to testify on
the bill.

Labor unions, which generally
support the bill, have determined
to keep credit insurance in state
hands, have successfully persuad-
ed the Nixon Administration to

keep its consumer spokesmen from
testifying in its favor and also

have pressured reputable insur-
ance companies and leading gov-
ernment officials not to testify for
the bill.

The measure is running into
strong opposition from some state
insurance commissioners who are

determined to keep credit insur-
ance regulation at the state level
and from a- powerful lineup of
banks, finance companies and in-
stallment stores.

Subcommittee chairman W i 1-

liam Proxrnire (D., Wise.) and
Sen. Philip A. Hart (D., Mich.) are
co-sponscring the bill, which would
direct the Federal Reserve Board
to set the maximum rate a consu-
mer could be charged for insur-
ance guaranteeing his creditor full

Then ·
rrimacy

Uuality
"lt's quality rather than quantity that counts.
(Lucius Annaeus Seneca) ... and quality service

is a major business objective of Towers, Perrin,
Forster & Crosby, international consultants to
management.

TPF/C accepted its first consulting assignment
outside the United States many years ago. It has
since worked with companies in Europe and
in cities like Manila, Santiago, Johannesburg,
and Tokyo.

Our goal is practical answers to your questions
about organizing international operations; devel-
oping effective pay and benefit programs; and
communicating with employees and important
external audiences.

Extensive research capabilities provide TPF/C.con-
sultants with up-to-date information to assist
them in client assignments. And TPF/C applies
American and overseas management techniques
that are sensitive to cultural differences and com-
pany needs.
Write (or call), John F. Abel, Vice President,
International. (215) LO 8-1200.

T TOWERS, PERRIN, FORSTER & CROSBY
international consultants to marlagement

 THREE- PENN CENTER, PHILADELPHIA, PA. 19102Atlanta Boston Chicago Cleveland

Los Angeles New York San Francisco

Montreal Toronto London Brussels Wiesbaden

payment of debt in the event of
his illness or death.

SEN. HART'S anti-trust and
monopoly subcommittee during
the last Congress held extensive
hearings on credit insurance ac-
tivities. The current bill is a re-

sult of those hearings.
Sen. Hart said in testimony be-

fore the banking subcommittee
that lenders and stores are often
offered commissions and rebates
by insurance companies on the
credit insurance they sell -0 bor-
rowers.

He stated that the overcharge
alone on credit insurance amount-
ed to approximately $220 million
annually, and that consumers were
charged at least 36% more than
the amount they rnight reasonably
have been expected to bay for the
coverage.

Some of the nation's largest
companies, he said, pay out as
little as 24¢ of each premium dol-
lar in benefits, while the profit
from the sale of credit insurance
provides the lender with 35 % of
total income from finance charges.

SEN. PROXMIRE, a: a subcom-
mittee hearing, said thai while
reputhble insurance companies re-
turn an average of 25¢ of each
premium dollar to the creditor as
commission, high-charging com-
panies return 50¢ on each prem-
ium dollar.

Witnesses testifying in favor of
the measure have charged that
some states' efforts to set limits on
credit insurance rates have been
overwhelmed by lobbyists for fin-
ancial, credit and installment in-
terests.

Iowa house minority leader
William J. Gannon said in testi-
mony that before a bill to regu-
late credit insurance rates was
defeated in the Iowa house in
1967, after having passed the year
before, "House members, and par-
ticularly commerce committee
members, were subj ected to some
of the most intense lobbying ac-
tivity and pressure I've ever
seen."

HARRY 0. MILLER, former
chief deputy insurance commis-
sioner of California, said the "po-
litical repurcussions were imme-
diate and massive" when that
state attempted credit insurance
rate limits in 1967. Legislation
was introduced to reverse the

regulations before the hearings

had been completed, he said.
"In one of the most progressive

states in the union with a tradi-
tion of consumer protection," he
said, "the auto dealers, finance
companies and their dominated 6r
owned credit life insurance com-
panies were able to easily Win a
victory that cost the consumers of
California millions of dollars a

year.

"I think it is  clear from our

experience in California that the
states, no matter how effectively
regulated, are unable to regulate
credit insurance," he stated.

Richard D. Barger, the new
California insurance commission-
er, told the subcommittee that
"we do not believe any Federal
action is necessary," because state
regulation "has been and will
continue to be effective in pro-
tecting the consumer against

abuses in the credit life and credit
health field."

ALTHOUGH THE National

Assn. of Insurance Commissioners

favors keeping rate control in
state hands and argues that the
states are doing an adequate job
of regulating credit life rates, not

Continued on page 46

TEXAS
JOINED THE U.S.

DEC. 29, 1845.

BUT MAYBE YOU'D

BETTER TREAT IT LIKE

ANOTHER COUNTRY.

When it comes to workmen's
compensation coverage,
anyway.

Why not let us explain the
advantages of handling
Texas workmen's compen-
sation as a special program,
apart from your coverage
nationally?

e
Texas Ernpl_oveRS,

insuRance Assoclarion

P. 0. Box 2759 Dallas, Texas 75221
EMPLOHRS INSURAIC[ Of 1[Ul TUAS EMPLOYIRS INSURANCE ASSOCIATION
EMPLOYERS NATIONAl It(SUNNCE COMPANY • IMPOYERS CAIUALTY COMPANY

EMPLOYERS IURONI LI[ INSURANLE COMPANY

Insurance Survey, Audit,

& Advisory Services

Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016
Area Code 212 - Oxford 7-6678



following the hinds

Big Board reviews possibility
of creating spot for big investors

By ALLEN M. WIDEM

HARTFORD-Informed insur-

ance industry sources here predict
savings in the millions of dollars
under a proposed New York Stock
Exchange rules change.

James Torrey, senior vp, Con-
necticut General Life Insurance
Co. commented:

"We're very happy to see that
the New York Stock Exchange
has not only approved public is-
sue of stock for member firms,
but that it is also beginning to
bend on the problem of tremen-
dous costs of institutional inves-

tors."

AT THE TIME the New York

Stock Exchange announced it
would finally permit member

brokerage houses to go public
(several weeks ago), the exchange
also remarked consideration was

being given the granting of some

form of exchange membership to
qualified financial institutions-i.e.,

mutual funds, pension funds and
insurance companies.

The objective would be a
marked reduction in brokerage

fees now charged to the institu-
tional investors concerned tradi-

tionally with multi-million-dollar
transactions," he said.

Mr. Torrey added: "It has been
difficult for us to see that the

services being performed are any-
where comparable to the fees
being charged."

Another observer remarked that

the special arrangement for insti-
tutions comes as a "small price"
for the brokerage houses' right to

raise capital through the means of
stock issues.

"AS PART OF its effort to keep
institutional business away from

competing markets, the Big Board
plans to institute another reduc-
tion in the commission charged on
large transactions.

"This probably will reduce the
income of some brokerage houses.
Some may even go out of busi-
ness. But the overall effect of

opening the spigots of public eq-
uity capital and reducing commis-
sions for the sake of competition,
could be to increase the Big
Board's share of market volume."

Convict two

in Besco fire

fraud case
PORTLAND, Ore-Albert Eu-

gene Hunt Jr., 46, former New-
burg insurance adjuster, has been
convicted here of obtaining money
and property by false pretenses in
an alleged three-year, $500,000
insurance swindle.

A jury in circuit court returned
its unanimous verdict after a 14-

day trial during which Judge
Charles Redding dismissed three
other charges against Mr. Hunt.

Mr. Hunt was charged with fil-
ing a fraudulent loss statement
with Farmers Insurance Group

after an April 13, 1968, fire which
damaged the Besco Construction
Co. warehouse.

He was accused of cooperating
with Evans Smith, 39, president of
Besco, in a fraud scheme involv-
ing verifying loss of 8,621 gallons
of paint in the fire. Mr. Smith
received $27,000 from the insur-
ance company for the loss. •

Institutional investors are an-

noyed over the fact that, until last
fall, huge stock transactions car-
ried the same brokerage rates as
much smaller ones.

It was argued by the institu-
tions that a single transaction for

100,000 shares could not possibly
be as costly to handle as, say, five
smaller transactions totaling 100,-
000 shares.

But the same rate of commis-

sion prevailed.

INSTITUTIONS' rate was

chopped considerably last fall, but

Hartford insurance people con-
tend "it is still about twice as

high as it should be."
It is noted here that the latter-

day stock exchange action hap-
pens as institutions become siza-
ble enough to bypass the Big

Board in large stock transactions,
thus escaping high prices of bro-
kerage houses.

The year 1969 has seen emer-
gence of a new breed of broker-
one specializing in the needs of
the institutional elements at "bar-

gain" prices.
For example, when an institu-

tion has 200,000 shares of General

Motors Corp. stock to sell, it can
work through a broker and com-
plete the transaction without the
added trials and tribulations of

going through the stock exchange.

ESCALATING costs of utilizing
the Big Board are serving to
threaten a move of key stock list-
ings-plus their volume-to other
exchanges.

Last year, in response to a
problem of similar proportions,
the element of "associate mem-

bers" appeared on the American
Stock Exchange.

A broker who is an associate

member of the American Stock

Exchange is not entitled to trade
on the floor-in the manner of

full members-but he does obtain

special commission rates on trans-
actions through the exchange.

Insurance and stock brokerage
news sources here told Business

Insurance that this has not had

significant impact to date on in-

surance investors since they deal
primarily in the bigger organiza-
tions represented on the Big
Board.

THIS TYPE of membership, it
now seems evident, may be ex-
tended by the Big Board to insur-
ance companies, mutual funds,
pension funds and other institu-
tional investors.

A Big Board spokesman re-
marked that the exchange's board
of governors will, in all probabili-
ty, choose between these two al-
ternatives:

( 1) Another sizable chop in
commissions without the creation

of special memberships.
( 2) Creation of special mem-

bership niches, eligible for low
rates, and, equally important, ob-
ligated to respect certain self-po-
licing rules of the exchange.

The decisions may occur as ear-

ly as Sept. 18-date of the New
York Stock Exchange policy com-
mittee's meeting. •

NOW
you can

retire thekey
to the

executivewashroom.
"The Key" - once a status symbol in some companies -
has had its day. Attracting and holding today's employees
requires more negotiable incentives. So fringe benefits have
become bigger and better... and more expensive!

But at least one replacement for "the key" puts extra
benefit in the "package" without putting extra cost on the

employer - the three new "Shared Dollar" programs from
Continental Assurance:

PERM-0-GROUP, another large-group cost-cutter

with lower-than-term premiums.

Shared Dollar is group-with-ordinary insurance, com-

bining renewable term with optional whole-life permanent.

Because you share the cost with employees, it can stabilize
your company's group insurance costs. It keeps them

within the limits of term insurance alone. And your pre-

mium is tax-deductible business expense.

When employees leave or retire, the permanent insur-

ance is theirs - in cash, paid-up insurance, continued

coverage or an annuity; and the term insurance can be
continued or converted.

For details, call your nearby Continental Assurance man
or independent agent. Or mail the coupon.

SOLO GROUP, with first-time-ever group insurance for
1-9 employees and a special ordinary life option.

TOP, the Term/Optional Permanent plan with partici-
pating life features for groups of 10 to 500, 1000, or
more.

CONTINENTALSSURANCE @.
'0- CNA FINANCIAL CORPORATION

DEPT. 109, 310 S. Michigan Ave., Chicago, Illinois 60604

YES, I'd like to cut costs while increasing fringe benefits.
Tell me how a Shared Dollar plan can do it.

Namp

Cnmpiny

Arlrirfc.

City Rt.tp

Titip

No of Employee.
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1 Great American can provide export- import
cargo insurance through its domestic and
world-wide facilities.

Whetheryou haveacommercial hull ora
pleasure boat Great American can insure it.
Liability protection may be included. All
at competitive prices.

For full details, consultyouragentor
broker.

GREAT AMERICAN INSURANCE COMPANY
99 John Street, New York, N. Y. 10038

A National General Company
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by Howard L. Peck,
partner,

Hewi# Associates.

Libertyville. Ill.

Howard L. Peck

A s business becomes more "internation-
alized" and as employe benefits play
an ever-greater role in the compensa-

tion pattern, there is increasing concern by
employers, both domestic and foreign, with
the way employes abroad perceive these
progranns.

Any examination of benefit communica-
tion needs to be undertaken against the
background of a changing pattern in per-
sonnel relations, especially in Western Eu-
rope. Philip Farish, editor of Industrial
Relations News, reports that at the Fourth
International Congress of the Eurcpean
Assn. of Personnel Management in Munich
last June, several speakers stressed the
enhanced role of the personnel officer and
the shift in the human-relations climate.
There was a heightened awareness of the
need for more participative, less authori-
tarian management styles. Farish quoted
Bertrand Halle of France: "It is ... the

business of modern management to diver-
sify participation through decentralizing
responsibility and better communication."

Even a limited survey of practitioners in

the international benefit field reveals that
when it comes to communicating benefits
there is work to be done.

SAYS JOHN C. ROBERTS, partner in
Hewitt Associates and a Fellow of the

Institute of Actuaries of Great Britain,
"Admittedly, there are certain aspects of
providing benefits that are more advanced
in the U.S. than elsewhere. Communication

is one of these. There appear to be several
reasons why this is so.

"For one, there has been little effort to
sell employers on the need for an adequate
job of communicating. As a result, in Eng-
land many employers are willing to settle
for insurance company standard materials,
or booklets put together by the consulting
actuary and the solicitor, neither of whom
is an expert on communication.

"Another deterrent to effective commu-

nication may be that many pension schemes
give the trustees (representatives of man-
agement) discretion to provide greater bene-
fits than those set out in the rules, provided
that these benefits do not exceed the maxi-

mum allowed by the Inland Revenue.
"One factor that may help stimulate bet-

ter communication in Europe is the law in
France that now requires employers to
provide profit sharing for their employes.
For example, IBM-France, one of the first
foreign companies to create an employe

which have developed extensive employe
communications programs is quite limited.
This is not to say that leading companies
like Shell and Philips are behind U.S. prae-
tice. There are firrns which utilize highly
sophisticated media to convey to employes
the importance of their total benefit package
as well as other aspects of employe relations.

"The current situation in Europe bears a
close resemblance to the period of the
early 1950's in the U.S. Progressive compa-
nies led the way in the development of
employe communications programs. Gradu-
ally other companies came to see the value
and the necessity in keeping employes in-
formed on the protection and costs involved
in the total compensation package."

One of the most vigorous exponents of
aggressive benefit communication in Latin
America is R. E. Kennedy of Asesores de
Pensiones, S. A., of Mexico City. Mr. Ken-
nedy reports, "Pension plan communica-
tion is a very special problem due to the
complexity of both the problem and the
solution of retirement incomes. In addition

to group meetings, we strongly urge our
clients to have an individual private inter-
view with each eligible employe, particu-
larly if the plan is contributory.

"AS EVIDENCE of lack of knowledge of
Mexican employes, it should be pointed
out that less than 1 % of the population in

'A limited survey of the international benefit field reveals
that in communicating there is work to be done.'

Mexico is covered. under individual per-
sonal life insurance policies. Mexican so-
cial security provides medical services and
the familiarity of the public with health

insurance plans is therefore even more
restricted than in the field of life insur-

ance. Profit sharing in Mexico is compul-
sory and most employes are under the
impression that the profits are distributed
to them by the government rather than by
the employer, and this of course tends to
provide no incentive to the employe to
improve his performance.

"We can generalize by saying that we
face the same problems as in the U.S., only
more so. In other words, the problem ex-

trust fund under the law, went to consid-
erable lengths to inform its 14,000 em-
ployes about the advantages of the new
trust fund."

JOHN ALAN James, managing director
of Knight Wegenstein, S. A., in Brussels,
sees European employers moving in the
direction many U.S. .companies took some
years ago.

"Fringe benefit costs (legal and option-
al) can run as high as 70% of basic pay-
roll in Italy," says Mr. James. "In Germany
and Belgium they are approximately 45 %
to 50 %. In spite of these sizeable expendi-
tures, the number of European companies

ists to a greater degree in Mexico due to
the basic lack of sophistication in personal
financial planning and in the concept of
profit-sharing and employe benefit plans.

"In general, we use the same type of
communication media as are used in the
U.S. For example, group meetings with
flip charts and color slides followed up by
question-and-answer sessions. We also urge
the use of illustrated explanatory booklets
for distribution to the employes as well as
articles in house organs and bulletin board
notices. The annual statement is also a very
useful and necessary tool in communicating
pension plans."

John F. Abel, vice president in charge of
international operations for Towers, Per-
rin, Forster & Crosby, Inc., was asked
about the essentials for successful commu-

nication with employes overseas.

"THE MOST IMPORTANT requirement
in communicating effectively with foreign
workers is sensitivity to the cultural, social
and other conditions which shape local
attitudes," said Mr. Abel. "These can dra-
matically affect the way any management
message is received and understood.

"A French worker may have an almost
inborn suspicion of all employers-partic-
ularly foreign ones-that exists to a much
milder degree in his German counterpart.
Of the same two, the German may be
much more interested in the workings of
his pension formula than the Frenchman.
You have to be aware of these differences

to communicate effectively; it's never safe
to generalize because attitudes shift mark-
edly from region to region, even in the
same country."

Mr. Abel cited the importance of having
the benefit communicator both aware of

local problems through on-the-spot expe-
rience and highly trained in modern com-
munication techniques.

The dangers of basing decisions on inad-
equate knowledge of the local situation
was stressed by another TPF/C man, Fritz
Hadrich of the firm's Wiesbaden office,
who said, "Introduction of a U.S.-style
benefits communication program in a eli-
mate where prior communications have
been limited or nearly nonexistent would at
least risk producing widespread confusion,
and it could generate serious worker dis-
trust."

risk programs of overseas subsidiaries
by Robert E. Abrahamson,
corporate insurance manager,
Control Data Corp.,
Minneapolis, Minn.

R isk managers of multi-national corpo-
rations invariably get involved, at least
to some extent, either by design or by

chance, in the property-liability insurance
programs of their foreign subsidiaries.
Some of them may be complacent in the

belief that worldwide difference in condi-
tions covers provide them with adequate
protection in the event of a fortuitous loss
or that the foreign subsidiary can run their
own insurance programs.

It is imperative, however, that they get
involved periodically in reviewing a for-
eign subsidiary's primary insurance pro-
gram. This is essential if they are going to
be able to provide valuable counsel and ac-
complish a smooth integration of locally
arranged programs within the scope of the

worldwide corporate insurance and self-
insurance programs administered by the
parent company in the U.S.

There are various and sundry risk man-
agement approaches taken by U.S. corpo-
rations for their foreign operations. Those
newer companies which have a wholly-
owned.or controlling interest in the foreign
operation and are already exercising a
great degree of control are fortunate in-
deed. Long-time foreign broker and insur-
ance company relationships are sometimes

Continued on following page

difficult to change and any proposed
changes should always be handled with a
great deal of finesse. Rapport with the
foreign subsidiary, when established, is vi-
tal to effective risk management and it
must be sustained in order to accomplish
the desired goals and objectives.

MOST FOREIGN countries are ·not as
sophisticated or educated in the area of
third party liability as the claim-conscious

Continued on following page
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with Metropolitan Pensions Assn where a One factor that has an influence on the Howard L Peck zs a partner in the

Peck new scheme is installed, an existing one cha=acter of benefit communication outside f,Tm of Hewitt Assoc*ztes, Libertvville,
... significantly altered or a subsidiary corn- the U S is the fact that in some countries IN, independent consulting actuaries, an-

A Briton with a lively mterest in bene- pany brought into an existing scheme It is there is less government regulation than alvsts, and advmers on pensions, proftt
fit communication is A R Escolme of also normal practice I believe with a num- we "enjoy" here sharing and emplove benefits He heads

Metropolitan Pensions Assn, Limited Mr. ber of other consultants but very rare with It is not unusual for British companies the firm s actlvittes in emplove Commum-
Escolme reports, "As you know, the United consulting actuaries Life and pensions to make informal increases in pensions to cation MT Peck, who has been actzve m
Kingdom is behind the U S, in the sophis- brokers rely on insurance company offi- offset increases in the cost of living Often the advertlang and communication field
tication and depth of benefit communica- cials, which results m no meetings at all or, the trustees hesitate to communicate this since his graduation from Grinnell Col-
tions Employe booklets are continuing to at best, meetings being held only when a flexibility for fear of implying a commit- lege. spent several years handling invest-
improve, but there are still far too many new scheme is put in ment they are unwilling Lo make ment seclinties advertising He was a

at the insurance company level of unima- The flexibility works in other ways, too program director for Wisconsin radto sta-
ginative printing, and other shortcomings "ONE OR TWO insurance companies pro- Mr Roberts commented on a discussion he tzons and for 15 vears was an account

"Also, we keep coming across self-ad- duce individual benefit statements cover- had with an official of a large English executlve and later v:ce president of a
ministered schemes where members are ing pension and death benefit plans but in brewery "How do you handle the problem Milwaukee advertlsing agency Since jom-
issued a copy of the rules and if anything my opinion they do not do the :ob very of long-term disability 9" he was asked ing Hewitt Associates 171 1952 Mr Peck
else, a one- or two-page badly written well A few employers produce the state- "We bend the rules of the pension has handled emplove communkation proJ-
summary poorly presented ments themselves but again only covering scheme," was his reply Try communicat- ects for many companies m vanous paTts

-Employe meetings are standard practice the pension and death benefit plans " ing that to your employes • of the country

Abrahamson... r-rr--
Whether a home office purchases total The international insurance broker and

admitted insurance in all foreign countries the insurance company normally play an
or for Just those few countries (Mexico important role in the management of for-

U.S is, and sometimes liability coverages, and France notably have the most severe eign programs They have the specialists
when purchased, are arranged in a hap- laws) that have stringent nonadmitted and the risk manager quite often will seek
hazard manner by local foreign manage- insirance laws is a matter of corporate their advice and counsel A combined team
ment The scope of the foreign operation policy or philosophy of the individual risk effort with the risk manager as captain
often seems to dictate the attention given manager, his international broker or the will qu-te often produce the desired re-
to liability coverage arrangements locally insirance company writing the risk It is sults
This is where the international risk man- quite often a combination of these factors The risk manager should utilize the
ager can demonstrate his true profession- U'19' 6- 9 and others services provided by the broker and insur-

alism by getting involved in foreign in- I ji The subJect of a worldwide insurance ance company to the greatest extent possi-
surance program arrangements, regardless prcgram is a big cne--and whether ble while still exercising the necessary
of the size of the operation ft or not one believes in the one broker, one degree of control over all aspects of any

The time and effort spent on any speci- insirance company, or the multi-broker international programs within his luris(llc-
fic country's insurance program, of course, and/or multi-insurance company approach tion The scope of his jurisdiction will sur-
is dependent on the extent of the compa- is not the most important consideration It prisingly quite often depend on just how

.-I

ny's operations there It also, sometimes is important to maintain a consistent yet aggressive or passive he may be .

unfortunately, is dependent on the time flexible corporate policy and to effectively
the risk management function can spend cornmunicate that policy to cognizant U S Robert E Abrahamson ts corporate insur-
on the international insurance scene. management and individuals within your ance manager oj Control Data Corporation

More often subject to direct control than i • foreign operations, whether it be to a plant wlth headquarters in Minneapolts, Minn He
foreign liability coverages are various manager, controller or marketing manager ts a graduate of the Unwerszty of Minnesota
types of property and marine insurance 6- There must be a close working relation- with aBA degree Prior to becoming a rtsk
This is because of the relative ease of a Robert E. Abrahamson ship between the corporate insurance de- manager, he was employed for a number of
true worldwide arrangement by the parent partment and the other international func- years by a major stock property- hablaty
company A number of progressive under- tional areas within the corporation such as insurance camer He 18 a member of the
writers are writing so-called worldwide finance, traffic, legal, marketing, manufac- board of directors of the Minnesota chapter,
property insurance covers for multi-na- to any deductibles) for the subsidiary or turing, engineering and construction and of the Amenean Society of Insurance Man-

-tignal corporations Prudent risk manage- are difference in conditions in excess of real estate, among others The proper rap- agement, a member of the American Man-
rnent dictates the purchase of these world- locally arranged property insurance, may- port may be difficult to establish, but once agement Assn insurance division, and ts
*,ide home-foreign programs whether they be because of the use of a nonadmitted accomplished becomes an essential part of assoczated with the Machtnery and Amed
provide total property coverage (subject carrier. managing the international risk Products Institute insurance councd

Risk management notes
at the figures at a charge of $1 50 a day,

you are paying an annual premium of $547
for $100 limits

.

Another point to emphasize at regular
intervals is the high cost of buying trip

prepared by Warren, McVeigh & Assoc, chasing representatives are examples of cations with the company's adjusters on all insurance from vending machines at air-

San Francisco, Cal such persons Coverage is not provided significant claims can develop a coopera- ports Most companies carry blanket travel
under the standard fidelity bond, though tire approach which should relieve most accident policies which provide all neces-

Fidelity such employes may be added by being problems, though procedurally it is not sary coverage Nevertheless, this irrational

Has your company failed to employ per- specifically named simple Second, liability insurance can be coverage has an emotional appeal Many
sons with pI ison records because of inabil- pi.rchased on a deductible basis, where travelers buy it and put it On their ex-

ity to get fidelity bonding'> If this is so, you Liability claims adjusting is done by contract with pense accounts, sometimes buried under

should be aware that fidelity bonding for Umbrella policies come in two forms independent adjusters This can lead not some other expense category If the scope

such persons-and others wno may not be which must be read carefully to be distin- only to more responsive claims handling, of blanket coverage is publicized, these
bondable for similar reasons-is available guished. The most common form has ltS

bit to lower total costs since insurance costs might be somewhat controlled

without cost in amounts up to $10,000 own insuring agreements alnd exclusions company overhead m excess of actual
' Funds are provided through the Federal Though it provides coverage in excess of claims and legal costs is eliminated General

Manpower Retraining Act, though policies underlying policies, lt does not automati- * A prominent insurance executive re-
are written by a private company, United cally provide excess coverage where the Have you checked the liability you are cently told a meebng of the American

M Bonding Co, Washington, D C underlying policy may have broader word- pizking up by contract when one of your Management Assn that the current prob-
* ing Unless you are certain your umbrella employes signs a rental car contract9 This lem of obtaining adequate amounts of in-

Along similar lines, manb corporate ex_ wording is broader m all respects, yOu varies widely from one rental car company surance will get worse in the months
ecutives are not aware of the standard could be confined to primary policy limits to another and is not li Kely to be a consid- ahead In fact, he expects it to be so bad

f bond provision that automatically cancels for som6 losses A better umbrella form eration in choosing the renter Some of the that U S investments overseas will be
coverage for any employe as soon as man_ automatically includes coverage as provided caveats are listed on page 12 of the April curtailed for lack of adequate Insurance If
agement becomes aware of his having by underlying policies by specific reference 14, 1969, issue of Bustness Insurance One you are planning foreign construction pro-
committed a dishonest act either m the to Inclusion of underlying coverage other point should be mentioned to protect grams, be sure that insurance in adequate

*course of current employment or previous- * employes and prevent possible involve- amounts can be obtained It may be that

-ly This iS one of the many aspects of risk All liability policies, except for certain
ment of their personal auto policy When changes in layout or fire protection facih-

management which should periodically be malpractice and professional liability pol- an employe signs a rental agreement, he ties could make a plant msurable

 brought to the attention of line manage- icies, provide that the insurer may settle
should sign with the company name first, i

ment Personnel people, in particular, „ then his own name This makes it clear
any claim or suit as it deems expedient " Are insurance requirements written into

2 -should be regularly advised of this cover- you as the insured have no control over that any liabilities incurred are corporate
all purchase orders and contracts for serv-

< . age restrichon how or when or to what extent the claims rather than personal
icesp If you require certificates of insur-

adjuster may decide to settle This could * ance to be submitted and properly check

1 - When making risk analysis surveys, be lead to a settlement prejudicial to your With respect to auto rentals, it is desira- them for adequacy and date of expiration,
-:sure to check the activities of persons who company's broader interests b.e to clearly communicate to all employes have you analyzed the cost of this adminis-

are not literally employes but who may be Several methods are possible for amello- the fact that they should reject the option- trative burden against the results to be
' in a position to embezzle Sales or pur- rating this situation First, close communi- a- waiver of the collision deductible Look expected'>

at.



More
businessmen

ought to be treated
like cattle.

When the average American Hereford
steps on the train, the value of his
insurance is as current as the last

pound he gained.

When the average American business-
man steps out on company business,
the value of his insurance probably
hasn't been upgraded since the day

-        he got it. If he got it at all.
At CNA, we don't think any
corporation should risk unsophisti-
cated travel insurance for their

people. (So many more businessmen
are traveling now.) That's why we
recommend our Group Travel
Accident coverage. It's as current
as the changes in your company.

For example, we've made a lot of
our coverage automatic.

Like insuring the businessmen
you didn't expect to be traveling
for you.

Like insuring businessmen
you acquired through a merger
or an acquisition.

And we've sophisticated
what we cover.

If you have men assigned
to a hazardous area,

including a war zone, we'll
, insure them. If we've

made arrangements with
you beforehand, we'll do it
automatically.

Some companies won't insure
that kind of risk.

But CNA does a lot of things other
companies don't.

Keeping your employees' travel
insurance as current as cattle's is the

least we can do.

Man deserves more.

Contact your agent. Or write to us
for a CNA Travel Exposure Analysis.

a *-CNA/insurance service
DEPT. 18WZ - 310 S. MICHIGAN AVE. • DHICAGO, ILL. 60604
CONTINENTAL CASUALTY CO. • AMER CAN CASUALTY CO.

NATIONAL FIRE INSURANCE COMPANY OF HARTFORD

TRANSCONTINENTAL INSURANCE CO. • TRANSPORTATION

INSLRANCE CO. • VALLEY FORGE INSURANCE COMPANY
VALLEY FORGE LIFE INSURANCE 30. • CNA INVESTOR

SERVICES. INC. 3.CmAF/NANGAL CORPORAT/ON
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Coca-Cola and the distinctive bottle are the registered Trade Marks ot The Coca-Cola Company.
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Why does The Cola
Export Corporation insure with AFIA ?

Because The Coca-Cola Export Corpo-

ration and their brokers knew they had

many unique problems which demanded
a foreign insurance underwriter knowl-

edgeable enough to understand the com-
plexities of theiroperation.

But that wasn't all.

They needed an organization capable

of offering a variety of plans for handling
their foreign insurance. One that knew
first-hand the problems facing an insur-

ance manager in developing and super-

vising an overseas program.

But knowledge alone wasn't enough.

They also needed an underwriter with
a worldwide network of offices to match

. their own far-flung operations. And the

AFIA

kind of local service they could count on
all the time. All over the world.

So, they chose AFIA. Because AFIA's
staff is considered to be the most highly
trained and knowledgeable group of for-
eign insurance people to be found any-
where. People who know the insurance
manager's problems and who, in concert
with the agents and brokers, find solu-
tions. And AFIA has the offices-more

than 200 of them worldwide-to provide
the local service needed, with plans flex-
ible enough to write the coverage needed.

These are just a few of the reasons why
The Coca-Cola Export Corporation is one
of 87 of the largest companies in America
doing business overseas that insures
with AFIA.

WORLDWIDE INSURANCE Wor/d Headquarters: 110 William Street • New York, N. Y. 10038
U.S. branch offices: Chicago • Dallas • Houston • Los Angeles • San Francisco • Washington, D. C.
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One of the world's largest ship loaders can transfer 8,000 tons of ore an hour to giant cargo vessels. Here,
the ship Osumi Maru is being loaded at Port Hedland, marking the first commercial shipment of Mt. Newman
ore to Japan on April 1,1969.

World's largest mining proiect
pays $2 million a year for covers

NEW YORK-Backers of one of

the largest mining ventures ever

undertaken, the Mount Newman

iron ore project in Western Aus-
tralia, are paying about $2 million

a year in insurance premiums, it
was disclosed here.

The project, with insurance val-
ues of some $200 million, involved
the construction of a 265-mile

railroad stretching from Port
Hedland on the Indian Ocean to

Mount Newman; construction of

ore loading facilities at the port;
dredging of a channelto acconn-
modate 1,000-ton ships; and the
building of two villages--one at
the port and the other inland at
the mine site.

Originator of the venture was
American Metal Climax Inc. here.

Joining AMAX in the consortium
are Colonial Sugar Refining Co.
Ltd., Sydney; Broken Hill Pty. Co.
of Melbourne; Selection Trust
Ltd. of London; and a joint conn-
pany set up by Mitsui & Co. Ltd.
and C. Itoh & Co., both of Tokyo.

UNDERWRITERS were asked

to come into an essentially primi-
tive area and insure risks which

were heretofore considered un-

insurable, according to Gerald W.
Wilson, who handles foreign in-
surance matters for AMAX.

Originally, he said, the partners
had discussed insuring the project
on a maximum possible loss basis,
and absorb normal recurring loss-
es themselves, but Mr. Wilson told
Business Insurance this procedure
wasn't possible "because nobody

could figure out what the losses
would be." Instead, the companies
decided to insure first dollar

losses.

"They decided to put insurance
at the bottom rather than at the

middle or the top," he explained.
Underwriters were especially

wary of the railroad, Mr. Wilson
said. "We thought we'd have dif-
ficulty getting any insurance at
all on the railroad due to the fact

that insurers have taken a terri-

ble licking on railroads through-
out the world."

THE CONSORTIUM took sev-

eral steps to make the railroad as

safe as possible. The contractor used
heavy duty rails, standard spans
for easy and fast repair and built
bridges on top of concrete piers to
guard against flash floods. ( Last

February the area recorded about
1,400 inches of rain-as against a

mean rainfall for the period of
365 inches.) Tunnels, another haz-
ard, were not used.

Even so, insurers nevertheless

demanded a $500,000 deductible
on rolling stock and $200,000 de-
ductible on other railroad proper-
ty-both for difference in condi-
tions perils-as part of a $10 mil-
lion all-risk policy written through

Lloyd's of London and Australian
connpanies.

Difference in conditions risks in-

clude floods, earthquakes, colli-
sions or upsets. The deductible for
fire and extended coverage for
railroad risks remained at $20,000
-the same as for other areas of

exposure.

To bring the DIC deductible

down to a more manageable $200,-
000, the consortium obtained two

"buffer" policies through an Italian
company and Lloyd's.

MR. WILSON said that the bro-

ker for the mining project, Price,
Forbes, Leslie, and insurance rep-
resentatives of each of the rnenn-

bers of the consortium were meet-

ing in Melbourne to work out sev-
eral matters "concern." AMAX's

representative is Raymond A. Sev-
erin, director of insurance, who
was instrumental in working out
details of the coverage.

One of the matters being dis-
cussed in Melbourne is the re-

quirement of insurers for certifi-
cation that the train will not ex-

ceed a certain speed or length.
The trains are required to carry

Hasler recorders to verify their
speed, which is "creating some
difficulties," Mr. Wilson stated.

The "crucial, key point" of the
operation is the port loading facil-
ities. The consortium has con-

tracted to ship 5 million tons of
ore this year-that works out to

20,000 tons a day-and, as Mr.
Wilson said, "you can't handle
tonnage like we're talking about
with wheel barrows."

The worst thing that could hap-
pen, from the consortium's view-
point, is that an ore ship would

sink, blocking the harbor. To
guard against this possibility the
backers are extending the pier
some 1,000 feet to take two ships
or a larger vessel.

Continued on page 36

Bahama islands get
first insurance code;
captives seek new home

By CAROL RATISHER

NASSAU-American offshore

captive insurance operation in the
Bahamas are quietly pulling out
for Bermuda and other places in
the midst of formal enactment of

the local government's omnibus
insurance act.

The Bahamas' Insurance Act of

1969 requires that all insurance
companies register with the gov-
ernment, maintain minimum cap-
ital reserves and annually publish
financial statements in an official

newspaper. It restricts borrowing
power and gives the government
certain other regulatory powers.

Although the measure is de-

signed to protect the public against
corrupt insurance operators and
in general clean up the insurance
industry in the islands, the cap-
tive insurance companies have not
been exempted. This is being tak-
en on many sides as a sign that
the government is tightening up

on controls of foreign insurance
and other companies in the colony.

TWELVE TO 15 American cap-
tives have left the Bahamas for

Bermuda or other places in the
year and a half since the measure
was first introduced in the legis-
lature, while another dozen or so
are now in the process of closing
their Nassau operations, according
to New York and Bermuda finan-

cial sources.

The new legislation-particu-

larly the sections calling for pub-
lie disclosure of income and gen-

eral government regulation of in-
vestments-"has scared hell out

of the captive insurance compa-
nies," according to one New York
tax attorney close to the Bahamas

captive situation.
One consultant called the meas-

ure "a nationalistic piece of legis-
lation," and it is being widely
interpreted as a harbinger of in-
creasing regulation of the foreign
business community on the part
of the local government.

Prime Minister Lynden 0. Pin-
dling's black liberal party govern-
ment approved the measure last
January. In power since January
1967, it is the first black govern-
ment in the history of the colony,
where blacks are an 80% majori-
ty, and it shares some powers
with a British colonial governor

and other appointed officials. In
Nassau, some observers think in-
dependence could be only three or
four years away.

FRED REISS, president of
American Risk Management, a

concern that sets up and manages
captive insurance companies
around the world, called the colo-
ny "an emerging underdeveloped
country" marked by "poverty, il-
literacy and the uneven distribu-
tion of wealth" and in need of

social welfare programs.
These conditions, Mr. Reiss

said, make taxes a possibility,
with the business community, and
particularly the foreign business
community, the only real source
of taxable wealth. He noted that

it tends to be easier for a govern-
ment to tax foreign concerns than
its own enterprises.

The Bahamas, unlike other pop-

ular nesting places for captives,
offers no tax treaty guaranteeing

certain foreign companies long-
term immunity from taxes that

might later be imposed. Bermuda,
for example, promises foreign
companies exemption from cur-
rency control and the transaction
of local business tax immunity
until 1996, the Cayman Islands
until 1994, and other places offer
similar guarantees.

The reputation the colony has
acquired in international insur-
ance circles as a base for scan-

dal-ridden insurance activities is

another reason corporations have
soured on Nassau as a base for

insurance subsidiaries.

"THESE SCANDALS never

happened in Bermuda," Mr. Reiss
noted. There, a new insurance
company is granted a charter in
the form of a private bill passed
by the colonial parliament after
close examination of capitaliza-
tion and assets and other condi-

tions. It is a procedure favoring the
well-established and well-fi-

nanced firm.

In addition to Bermuda, other

locations now being considered by
captives are the Cayman Islands,
the Channel Islands, Switzerland,
Lichtenstein, Malta, Aruba, Gran-
ada and others, Mr. Reiss said.

"The majority of American cap-
tives in the Bahamas have made

or are in the process of making
proper arrangements to leave for
other places," Mr. Reiss said. "I
would think that they would be
well advised to leave," he added.

At Alexander & Alexander, a
feasibility study on the creation
of an offshore captive prepared for
a client recommended that "cost

and ease of formation, . 44minimum

statutory supervision over opera-
tions and investments," "low taxes
for the present and future," and
"economic and political stability"
be considered in the choice of a

domicile.

THE LOCATIONS being con-
sidered "with some interest" by

that company were Malta, Ber-
muda, Panama, Lichtenstein and
Switzerland.

H. Felix Kloman, an exec at
A&A, noted in his appraisal of the
current Bahama situation that

"there are other locales which on

Continued on page 42

Commercial
crime losses
down: BIA

LONDON-Member companies
of the British Insurance Assn.

paid out $39.1 million in crime
losses in 1968, up about $960,000
frorn the previous year.

Business losses were the lowest

in four years, the association re-
ported, down to $11.5 million. The
figure compares with a peak of
$13.2 million in 1966.

Transit losses in 1968 fell 12 %

to $8.9 million.

Losses of personal property rose
17%, to reach a record $18.7 mil-
lion, the association said.

Kenneth Bevins, chairman of
the BIA crime prevention panel,
said that the insistence of insurers

on high security protection stand-
ards for commercial prernises
"seemed to be paying off." •



.u/ ..06".00 .'*0.'U..., £-1.5.0, 1., 1.U.

American woman broker seeks way to Israel
DURHAM, N. C.-"I know Is-

rael is in a war. But I want

to leave America, live in Israel and
do what I can to help build that
nation. And the thing I do best, is
in the insurance field. I want to

be a broker in Israel."

Hilda H. Tucker, a non-Jew
with 20 years' brokerage experi-
ence, told Business Insurance she

is making her appeal to brokers,
corporations with branches in Is-

rael and to anyone who can guide
her.

"I love those people, " she said,
"and only someone who has been

there, over in Israel, and seen
those people working, can value
the true sense of destiny and pur-
pose that so markedly is the at-
mosphere.

"BUT I THINK they're missing

Hilda H. Tucker

one thing. They've got an ade-
quate defense network that's real-
ly quite marvelous, and they have
a well-planned agricultural sys-

tem. But I think they're missing a
developed middle-class merchan-
try, and I believe [ have the
American know-how that can cut

through red-tape, establish a

working system, and spark the
merchantry to a new height of

activity."
Acecrding to Mrs. Tucker, the

problem facing much of Israel's
business community is a lack of
manpower. "These men cannot be
spared for things like company
accounts when they are needed
for defense. Either that or the

amount of talent that is permjtted
to stay active is nominal," said
the native Virginian insurance
broker.

So Mrs. Tucker is appealing
to American corporations, which
maintain operations in Israel, hop-

If you don't have
the right amount of
insurance, it can hit
you right in the profits

ing that she can handle a few
accounts for them in Israel. Said

Mrs. Tucker, "Since I have a fa-
miliarity with the American com-
panies: and speak English, I could
easily handle branches cf corpo-
rations. I would either set up my

own independent firm, or work
for a Hebrew brokerage, where
my background would make me
valuable to American accounts.

"This would free a man who is

badly needed to aid in the defense
program. I can do a man's work
in this field," said the 50-year-old
woman, "and I have been for 20
years."

THE MOTHER of two children,
Mrs. Tucker has efficiently man-
aged the insurance account of the
world-wide Nello L. Teer Co. To

Johnson & Higgins helps protect your profits in many
ways. By helping you eliminate risks. By keeping your
coverage on target-you pay for no more, you get no
less than you need. And by doing our best in today's
tight insurance market to buy you the right amount of
coverage at realistic prices.

A new problem hasarisen intheinsurancebusiness:
the proolem of capacity. Without quoting reams of
statistics and reasons why, it boils down to the fact that in-
surance companies are being asked to write an unprec-
edented volume of business at a time of heavy losses
and limited new capitalization. Consequently, some com-
mercial end industrial customers are finding it hard to
get the amount of insu-ance they need.

As b-okers, Johnson & Higgins has been
buying insurance for clients since 1845. We
work with reputable insurance companies
all over tie world. And if the coverage you
need can be found anywhere, Johnson&
Higgins will find it for you.

In addition toourbrokerage experience
and knowledge, Johnson & Higgins
offers services that are aimed at

improving your profits. We have a
staff of experts to help you elimi-
nate operational risks and reduce

expenses. This can recuce your premiums as well.
J & H can help solve other insurance problems profit-
ably, too.

Employee benef_Eipla-na PAY off_better for you with
»110-SoIl *Higgi.!15· Our methods for developing or revis-
ing a benefits program are unique. We set up a systems
approacn that can handle plans in a single plant or for a
company with operations all over the globe. We call it co-
ordinated consulting.

Worldwidijr35.wrince* centrally controlled, Johnson
& Higgirs makes it pcssible forT®u tocentralize control
of your overseas insurance and employee benefit plans.
Our International Departmentof more than 75 offices and
affiliates in 30 foreigr countries knows 1-ow to translate
the requirements and customs of foreign countries in the
light of your American requirements.

AA.brgkers, we are on ycur staff_butn*lgfl_yourpay:
roll. J6hnson & Higgins arrarges your initial contract on
{he best available terms of cost, security and coverage.
We work withyou in improving loss ratios, thereby improv-
ing your profits. Our staff of experts includes specialists
in property loss analysis, safety control, packaging and
containerization and nuclear energy-to name just a few.

We know of no other brokerage firm that provides
such services in such depth. If your firm is not profiting
in all these ways, it will pay you to get in touch with Seth S.
Faison, Vice President, New York. Or with the President
of the Johnson & Higgins subsidiary nearest you. There
are seventeen locations in the United States, five in
Canada and fifteen in other parts of the world.

Johnson & Higgins
63 Wall Street, New York, N.Y. 10005
Telephone: (212) 944-3160

increase her abilities she success-

fully completed courses for the
degree of Chartered Property &
Casualty Underwriter, and later
became a Chartered Life Under-

writer, "to be sure that I was

making the wisest possible deci-
sions for my customers at all
times regarding their life insur-
ance."

Having such accounts as Trian-
gle Research Institute, Duke Uni-
versity and the Terro account on
her record positioned Mrs. Tucker
as a force to be reckoned with,
and she eventually became presi-
dent of the Durham Insurance

Exchange Inc., in her home town

here. She has also been president
of North Carolina's CPCU chap-
ter, and president and state direc-
tor of the North Carolina chapter
of the National Assn. of Insurance

Brokers.

Mrs. Tucker reported that it
came as an unbelieveable surprise
to her friends, relatives, and col-
leagues when she began learning
to speak Hebrew and joined the
local Hadassah, a Jewish/Israeli
organization, preparing to switch
bases from Durham to Jerusalum.

"My boss doesn't believe this

under any circumstances," said
Mrs. Tucker, "and the people in
town can't see their way to this
either. I haven't told any of my
big accounts yet because I don't
want them to start looking for a

new broker, but I guess the cat's
out of the bag with this article."

THE FEMALE insurance broker

is willing to relinquish her Ameri-
can citizenship in favor of Israeli
citizenship. "This is a second life
for me; I've fulfilled my role as a
good American. I've reared two
fine children, been a prominent
businesswoman, and a law-abid-

ing citizen. Now I'm going to roll
up my sleeves and do whatever I
can to help a new nation striving
toward internal strength.

"I can wash dishes or dig ditch-

es if I have to. I think my great-
est contribution would be a busi-

ness contribution, but I'm willing

to bend my back and do anything
to help those people."

At first Mrs. Tucker thought
her notions little more than a sto-

ry-like yearning to travel to a
foreign country. Her impressions
were filled with the romance of a

new nation, building itself from
within. "But I've come to realize,"
says Mrs. Tucker, "that destiny is
truly in Israel. For that country is
destined to be a great nation one
day. And everyone who partici-
pates in that effort has an equal
destiny."

If there are corporations with
Israeli operations, or if there is
anyone with a contact who can
help Mrs. Tucker, write to her at
212 Corcoran St., Durham, N.C. •

City workers'
kin get cover

PORTLAND, Ore.-This city has
offered its employes a "pay pack-
age" that increases wages by
about 9 % but that also includes a

health insurance program cover-

ing employe and family rather
than just the employe.

The agreement, with the Dis-
trict Council of Trade Unions,
covers some 1,400 Portland city
workers.

The contracts also provide for
continuation of the previous city-
paid $1,500 life insurance cover-
age.

An option of additional life in-
surance in lieu of a health plan
will cease. Those who wish to

continue present maximum cover-
age of $15,000 will be permitted to
do so with payroll deduction. •
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Lloyd' s 'put faith in wrong people,'

By STEPHEN GILKENSON

PROVIDENCE, R. I.-Under-

writers at Lloyd's, the London
firm that insured Betty Grable's
gams but never had a claim, are
finding their own trusty legs shaky

in this country, said a Lloyd's
agent here.

Morton Smith, president of Mor-
ton Smith Inc. and its subs.idi-

ary, Medway Insurance Co., said
in an interview recently that
Lloyd's of London is not the U.S.

insurance power it was ten years
ago. Furthermore, he added, if its
mode of operation continues much
longer it will become a "third
rate" insurance carrier in this

country.

A Lloyd's represenzative in this
country since 1961 and a dealer
on a less formal basis for ten

years before that, Mr. Smith is in

a relatively good pos.tion to com-
ment on the situation.

HE IS THE ONLY Lloyd's
agent in this, the nat.cn's smallest
state, who writes every kind of
insurance available with the Brit-

ish insurers, from priiately owned
jewelry to retail stozes to a local
toy manufacturer.

He also makes frequent trips to
London where he maintains close

contact with his broker and mem-

bers of his syndicate at Lloyd's.
("I just got back from my 7 lst
two weeks ago.")

Mr. Smith attributes Lloyd's
conditicr- in this country to two
things, the second a result of the
first.

"They've had some horrible
losses in the last ten years--a ton
of money. And, as they've had
losses they have also 1cst valuable
'names' in the syndicate," he ex-

plained.
(Lloyd's is made ur of several

hundred syndicates of upwards to
6,000 individual underwriters who
pledge their personal assets to

cover policies their syndicates
write. Their capacity is their com-
bined total assets. Thus, as indi-
viduals leave the Lloyd's fold for

more profitable investments, ca-
pacity decreases.)

"LLOYD'S IS loaded with in-

tegrity. They've never tried to
duck a claim. In fact." he went

on, "they do business on faith.
The trouble is they have put faith
in some wrong people in recent
years. Some agents in this country
(there are in the neighborhood of
250) have given them wrong in-
formation. An agent would insure

a building for flood, for example,
and not tell Lloyd's the building
was located on a river with a

history of flooding. Until now
they have done little investigation
before writing a policy," he add-
ed.

There are indications that this

is all changing, that Lloyd's is
wising up and attempting to

streamline its U.S. operation.
However, the operation is still not
computerized, Mr. Smith said, and
as a result it is always three years

behind in paperwork.
"They're now looking at figures

from 1965. Hurricane Betsy is just
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being cleared from the books.

They had one loss in New Orleans
that cost them $20 million," he
said.

Lloyd's is very concerned about
its business in this country, Mr.
Smith went on. "Sixty-seven per
cent of its world premium income
comes from North America. If

they stop writing this kind of
business here, their income is
going to go to hell," he said.

ALTHOUGH PROFITS appear
to be better for this and last year
(no one will be sure until the
books are clear three years

hence), Mr. Smith feels the trend
Will not reverse itself until

Lloyd's adds more insurance ca-

pacity. "Names," in other words.

Until a year ago, he cited, a
Rhode Island retail store was

carrying an all-risk $40 million

policy with Lloyd's. Had been for
years. When renewal time came
last year, he said, the London in-
surer would not cover it.

"All they would take was
$250,000 of the first million. I
had to go to three domestic com-
panies for the other $750,000.
Then I went to another domestic

company for a $3 million policy
with the first million deductible.

Now we had $4 million covered.
Next I went to another company
and wrote $6 million with $4 mil-
lion deductible. Now we had $10
million covered. Then I went to

another and wrote a $10 million
with $10 million deductible . .
And so on. That's the way it goes.
Of course, the higher you go the
lower the premium because you're
playing with big deductibles."

HOPEFULLY, Mr. Smith said,
Lloyd's will add more names to
avoid this cumbersome-and more

expensive-method of insuring
U.S. companies for all risks. It
recently took a radical step in this
direction when it began inviting
those outside the United Kingdom
to become underwriters in its

syndicates-a radical move for a
British firm that had done with-

out foreigners since 1688. Ten
Americans, including one woman,
are now members.

Mr. Smith was among those in-
vited to join. He declined, invest-
ing instead in a 1969 Rolls Royce
Silver Shadow to replace his 1967

model. It is "probably the only
one in Rhode Island. ... No, I
think there's another," he says.
The automobile is not insured by
Lloyd's, by the way, since Lloyd's
does not insure automobiles in

this country. •

Farmer gets
trade secret

court award
JUNCTION CITY, Kan.-A Ra-

mona, Kan., farmer has been
awarded more than $85,000 in a

trade secret infringement decision
handed down by Geary County,
Kan., District Judge Albert Fletch-
er Jr.

Frederick W. Mann filed the

suit in 1967 against Gilmore-

Tatge Chemical Co., with plants
in Herington and Clay Center,
Kan., and Merwin Gilmore and
Harlan Tatge, of Clay Center,
owners of the chemical company.

MR. MANN alleged the com-
pany manufactured a device to

combat face fly in cattle after he
had shown Mr. Gilmore and Mr.

Tatge a similar device that he in-
vented on his farm.

He sought 10% royalty for all
such devices manufactured by the
firm.

In his ruling, Judge Fletcher
awarded Mr. Mann 5% royalty on
each device sold and on all future

sales. •



Using nonadmitted insurers is an intricate game
By RANCE CRAIN

NEW YORK-Two insurance

buyers-whose managements swore
them to anonymity-talked about
the delicate subj ect of using insur-

ance companies overseas that aren't
approved by local governments.

Up to now, most insurance ex-
ecutives have been unwilling-
either on or off the record-to

discuss the intricacies of bypass-

ing locally admitted insurance
firms in favor of "nonadmitted"

carriers.

But one buyer for a conglomer-
ate told Business Insurance that a

big reason for high international

premiums at his company-$6
million overseas vs. $3.5 million in

the U. S.-is that buying insurance
from admitted carriers costs about

"twice as much" as from nonad-

mitted insurers.

BUT THE INSURANCE man-

ager pointed out that because his
firm works closely with govern-
ments around the world, and is
under "close scrutiny" by them,
"we want to be legal."

He added that there are "sub-

stantial" penalties for buying in-
surance from nonadmitted insur-

ers in some countries. In Italy, for
example, the government exacts a
penalty of double the insurance
premium for buying from a non-
admitted carrier.

But he confided that he buys
crime insurance on a nonadmitted

basis, explaining that if he is
forced to produce a policy he can
get one through an admitted car-
rier that has a working relation-
ship with a U. S. insurer.

A financial executive for an

overseas chemical concern said

his company uses locally ap-
proved insurance firms to handle
most coverages, but he said that
"more control and better commu-

nications is best achieved by con-

solidation, especially now that in-
surance companies are getting
around the admitted, nonadmitted
business with the help of in-
sureds."

HE SAID, for instance, that he
is trying to interest a group of

U. S. mutual companies in writing
property insurance for his compa-
ny on three overseas continents
on a nonadmitted basis. The pre-
mium, he said, "would be consid-
erably less than I would pay any-
where else, partly because brokers
wouldn't be involved."

He said that "I don't know if

we can pull this off because of the

corporate relationship with our
brokers, but if we found there
was a considerable amount of

premium savings possible man-
agement might be swayed."

Both the conglomerate and the
chemical company maintain world-
wide policies with limits above
those needed in any country. The
chemical firm has excess liability
coverage of $50 million written
through ten different carriers. And
the conglomerate puts its overseas
fire and business interruption
through a pool of several U. S. in-
surers, with the pool writing $25
million coverage on any one loss

involving both types of losses.
The pooling arrangement is the

"only way" to handle the busi-
ness, the buyer explained, because
no one insurer is authorized to

write in every country his firm
deals in and also because no one

insurer has enough capacity to
handle the entire risk itself.

HIS COMPANY is currently in

the process of arranging a similar
pool setup for worldwide liability
coverage, but the executive said
"it's very tough to get the limits
We want at a reasonable price."
He indicated the company was

trying to line up liability limits of
$10 million.

He explained that liability lim-
its currently vary from a few
thousand dollars for one installa-

tion in a South American country
to over $10 million for a unit in
England. What he'd like to ar-

range is a minimum primary for
subsidiaries in all countries, with
excess coverage-"depending on

what the market will bear" over

the primary.
The biggest international insur-

ance problem facing the conglom-
erate is "gaining cooperation from
local people." He observed, "It's
purely a matter of salesmanship
-to convince them that what you
have is good." The buyer said that
foreign managers often like to
maintain relationships with local

carriers because it helps them ob-
tain financing.

Also, he suspects "an undertone
of nationalism has something to

do with some units refusing to
adopt the world-wide insurance
program of the parent."

CONSOLIDATION is the key
word for the overseas chemical
concern. The firm's assistant

treasurer is currently hard at
work trying to consolidate the
unit's comprehensive general lia-
bility, workmen's compensation
and some of its auto coverage
with one insurer.

The financial exec said he is

also consolidating a multi-country
group life and health program,
hopefully with retention costs af-

Continued on page 41
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Arranging complete cover complex
on Northern Trust's British move

By THOMAS LUTZ

CHICAGO-Arranging insur-

ance coverage for a new neighbor
of Lloyd's of Londonand the Bank
of England is more involved than
it might first appear. "We had no

difficulty placing the coverage,"
Thomas H. Lueck, an officer of the
Northern Trust Co. of Chicago,
told Business Insurance. "It was

simply a matter of making sure
everything was covered."

When Northern opened its Lon-
don office early this month, it
became the first U.S. bank to es-
tablish a branch operation on the
famous London financial street of

Lombard, joining some · 25 other
U.S. banks now in England to
service multi-national corporate
customers. It also became the first

state-chartered bank in Illinois to
apply to board of governors of the
Federal Reserve System for and
be granted the right to establish
an overseas branch. ( Illinois pro-
hibits branch banking in the U.S.
but approved the right of banks
to establish overseas branches in

1968).

Because Northern was estab-

lishing its first branch office, and
because it was embarking on its
first overseas adventure, Mr.

Lueck, who acts as the bank's
insurance manager, had to start
from scratch in developing an
overseas insurance program.

"rr WAS DECIDED at the start

that all insurance-property: lia-
bility and employe benefits-
would be handled here at the

Northern Trust in Chicago," he
said. Northern officials wanted
the officers who were sent to

London to concentrate on provid-
ing banking service and not be
burdened with the responsibility
of arranging insurance coverage.

With that decision made, the
first problem was to provide the
London operation with adequate
banker's blanket bond coverage.
Because such bonds have no terri-

torial limitations, Mr. Lueck ex-
tended the bank's Aetna Casualty
and Surety primary bond, a
standard $1 million-limit cover, to
protect the overseas branch.

The same extension was also

possible with Northern's excess
bond coverage, which is under-
written by Lloyd's, its public lia-
bility protection, which is also
provided by Aetna, and its em-
ployer's liability. Although Mr.
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Proof of loss is vital

when fire strikes. Be pre-

pared in advance with a

reliable appraisal of your

business property. Call or
write

COATS &

BURCHARD

COMPANY

appraisers

SINCE 1894

4413 RAVENSWOOD AVENUE

CHICAGO, ILLINOIS 60640

Thomas H. Lueck

Lueck declined to name the limits

on these coverage, it is thcught
that Northern, with about $1.4 bil-

licn in :ssess, would tuy between

$12 and $18 million in excess bond
coverage, $3 and 412 million in
liability protection. and about $1
m:llion in employee's liability.

Property insurancf was the
next major consideration. Mr.
Lueck expla'ined that Northern
acquired a fire insurance policy
underwritten by Phoenix that had
a £ 191,000 limit. rhis coverage,
which Northern wiu: d pay for,
came as part of the lease agree-
ment for the prestigious 38 Lom-
bard street building. But, Mr.
Lueck pointed out, it was neces-
sary for Northern to buy addi-

tional f .1·e insurance: and since
fire policies in the United King-
dom normally exclude riot and
earthquake protection, extra cover-
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38 Lombard Ec.

age was obtained for those risks.
Because a considerable amiunt

of work was dorie in connection

with the building-both inside
and outside-it was also necessary
for Mr. Lueck to arrange an im-
provements and betterments cover-
age. It is now estimated that be-
tween $250,000 and $300,000 will
be spent on these improvemen-3.

Mr. Lueck said that two cthei

types of special coverage were re-
quired in connection with the

building. These were boiler and
lift (elevator) insurance and
building contents coverage.

Cash in transit and valuable

papers coverage, except when
cash or paper are sent through
the mails, was provided by the
extension of the bank's blanket

bond. Northern's mail insurance,

however, presented some prob-
lems. Its registered mail coniact

through .the Hartford group pro-
vides world-wide protection, but
the first class mail policy held by

Continued on page 32



IBM's subsidiary spreads risks
across entire British market

LONDON-IBM is big business,
with its British subsidiary having
a growing turnover of more than
$300 million every year.

Its insurance demands are a vi-
tal factor in its financial account-

ing, with the need for close as-
sessment of every phase of its
operations being an equally im-
portant matter.

By now the assets of IBM Unit-
ed Kingdom Ltd., which began its
U.K. operations in 1951 and is the
offshoot of International Business
Machines Corp., have grown to
just about $250 million. This em-
braces plants in three centers, and
approximately 10,000 personnel in
35 locations.

DEREK K. England, its insur-

f. *

Derek K. England

ance manager, has been selected
from its finance division to super-
vise the insurance.

He took the job on after being
with the company for 10 years,
during which time he has dealt
mainly with financial matters.

The firm preferred internal
promotion for such a post, rather
than going outside to the insur-
ance industry, when it expanded
its insurance operation.

Mr. England was trained as an
accountant and was on the fi-
nance side of the Beecham Group
before moving to IBM.

BUT HE HAD been closely en-
gaged on IBM insurance matters
for some years, so that he knew
the insurance market well by the
time his department was formed.

He gave this assessment of his
job as U.K. insurance manager
within one of the world's biggest
industrial concerns:

"My basic philosophy is to
make sure that the company is at

all times fully insured, with no
exposures to major risks left un-
guarded. We do this by spreading
our risks in the normal way
across the Britishmarket.

"My approach at this point in
time is to employ a firm of insur-
ance brokers with specialized
knowledge who can provide first-
class service and expert advice and
who are attuned to our ever-chang-
ing needs.

"I KNOW THERE are different

schools of thought about this.
Some people place their insurance
direct; others may prefer captive
insurance companies. I am not
against captives. It depends on
the particular situation at the
time. IBM does not have one in
the U.K."

The rnajor aspect of his opera-
tion is the insurance of those
computers and other equipment
that the company both manufac-
tures and markets from its U.K.
base.

If you're still
depending on them to insure

your overseas shipments,
don't say

we didn't warn you.
U.S. businesses buying and selling overseas are get-

ting the short end of the insurance stick.
Right now, about 70% of the insurance carried on our

exports and imports is placed abroad.
Even that might be okay, if all things were equal. But

they're not. We'd like to warn you about the differences:
Warning: An "all risk" policy often doesn't mean

the same overseas as it does here. In some countries,
"all risk" isn't even available. In others, it may not be
what you think it is.

Warning: Unpredictable exchange rates may de-
preciate the value of a loss payment. If you're selling,
will your buyer have enough dollars to purchase a re-
placement shipment?

Warning: Is your shipment insured from ware-
house to warehouse? Are you sure exactly where the
overseas-placed insurance attaches? You may find your-
self a heavy loser because you assumed you had the
coverage you would have placed.

Warning: What do you know of the insurance com-
pany of your overseas supplier? For example, do they
have the capability and expertise to assist in preventing
damages and losses?

Warning: Insurance premiums are based on risk
experience. Are you paying a higher final price for your
shipment, a price inflated by insurance costs, because
of the poor risk experience of your overseas contact?

Warning: Do you have an absolute guarantee that
the proper marine and war risk insurance will actually
be placed on your shipment? Your buyer or supplier
may say that he will take care of the insurance and then
forget about it. Or he may insure only a fraction of the
value to save money on premiums.

Warning: Your buyer may be uncertain about his
loss liability and not authorize payment of drafts on
goods that are damaged or fail to arrive. You takethe loss.

Warning: Exchange coitrols of some foreign coun-
tries won't permit payment until customs clearance.
Damage or total loss prior to that time may prohibit
securing of payment and you, again, take the loss.

Warning: The financial risk on your exports is
switched to you during the period the money is out-
standing. Suppose your overseas buyer gets into finan-
cial difficulty while the shipment is en route and the
shipment is lost or suffers damage. His insurance pays
him, not you. And you become just another creditor-
instead of being reimbursed in full if you placed the
insurance yourself.

It's all a matter of control. Your company is in a better
position to know all the facts when it controls its own
cargo insurance. And, by insuring with American com-
panies, you help our balance-of-payments. Write Walter
T. Wells, V. P., Marine Office · Appleton & Cox Corpora-
tion, 123 William Street, New York, N. Y. 10038.

Marine OHice ·Appleton & Cox Corp.

This is Mr. England's concept:
"I do this throughout the United
Kingdon on an all risks basis,
with one all embracing policy.
The aim is to get the widest cov-
erage for all insurable contingen-
cies.

"I try not to be restrictive, and
aim to get very wide policy word-
ing.

"I find I have the market facili-
ties in U.K. to do this. It may be
that the same market facilities are
not available in other European
countries. Here in the U.K. I am
given a free choice of how to oper-
ate my insurance in the British
insurance market."

Employers' liability, public lia-
bility, plant risks, buildings and
contents, auto and other equip-
ment cover are naturally among
risks he insures.

As IBM United Kingdom Ltd. is
still rapidly expanding, he en-
sures that he gets into any new
construction projects at an early
stage with his brokers, as well as
with the construction team and
fire-hazard specialists, so as to
achieve the best possible premium

 rate, and to reduce any potential
risk to a minimum.

"It is no good making insurance
 representations when the building

has been completed," he said.
"You have to get in at the draw-

4 ing board stage." •

FCIA
AND

HOW IT PROTECTS
AND

EXPANDS
UNITED STATES

EXPORTS

If you're not depending on
FCIA coverage on your exports
-you may be doing business
in a very risky way indeed.
And perhaps not realizing the
full potential of your market.
Here's why we say this.

FCIA in cooperation with the
Export-Import Bank of the
United States, offers four
major classes of service
to exporters.

1. Protection against the
failure of the buyer to pay his
due date dollar obligation for
commercial or political
reasons.

2. Encouragement to offer
foreign buyers competitive
terms of payment.

3. Support in penetration of
high risk foreign markets with
due business prudence.

4. Assistance in securing
greater financial liquidity and
flexibility in the administration
of foreign receivables
portfolios.

In short, an FCIA policy
protects against any credit
loss not due to the fault of
the exporter.

Of course, we've only
highlighted some of the basics
of FCIA. It costs you only a
stamp on an envelope or a
phone call to get in-depth
information. Write or phone to:

FOREIGN CREDIT
INSURANCE ASSOCIATION
250 Broadway, New York. N.Y. 10007

Phone 212 349 2160; (TELEX 12-7887):
or contact our offices in Boston,

Cleveland, Houston, San Francisco.

Information also obtainable from
your insurance agent or broker, or any

Field Office of the United States
Department of Commerce.



Shippers to Israel contend spiraling
war risk rates are'uniustifiable'

TEL AVIV-Shippers to and
from Israel are expressing grow-
ing discontent here over what has
been termed by Israeli officials as

"a very unfair attitude on the
part of London underwriters in
determining war risk rates on
cargo flowing to or from Israeli
ports."

"It is very peculiar," said an
Israeli source near the Minister of

Finance, "that every time a shot
is heard in the Mid-East, London
must react with increased war

risk rates. Let me say that the
question of state supported war
risk insurance is a priority discus-
sion among the economic minds of
the government, and there will
come a time--soon-when London

will ask too much, and Tel Aviv

will respond with ran emphatic
no."

This statement followed a plea
by the Israeli Assn. of Maritime
Users for the Israeli treasury to
create its own war risk fund. Ac-

cording to an association spokes-
man, the latest premium hike will
add $3.6 million in costs to im-
port-export trade each year.

THE ASSOCIATION'S secre-

tary claimed that this increase

came despite an agreement
reached in London to maintain

the previous rates, unless "some-
thing unusual occurred to change
the situation." The accord be-

tween the association and the

chairman of the cargo rating com-
mittee was reached 1ast month,

with the understanding that an-
other meeting, this one concerned
with rate -reduction, would take
place in August. The group called
London's actions unjustifiable, and
submitted their formal request to

the Israeli treasury.
War risk rates for the Middle

East have been doubling since an
Israeli raid on Beirut Internation-

al Airport, which saw the de-
structicn of the entire Middle

East Airlines fleet. The increases

generally affect the entire Middle
East community, but one Israeli
economist maintained that "these
rates have a more serious effect

on Israel than its neighbors, for
they can still trade amongst
themselves, whereas Israel is to-
tally cut off from trading with

Weknowour
way around it.

her neighbors, and must rely en-
tirely on exporting and importing
from abroad."

Presently, Zim Inc., a merchant
marine concern, and El Al Air-
lines are the two firms burdened
the most, although the companies

said they hadn't suffered a war
risk loss within the last 20 years.
Despite this, war risk rates for

Zim for the week of July 20 were
quoted at 25¢ per $100 of cargo
valuation, and seven days later
premiums were increased to 50¢
per $ 100 of cargo valuation, ac-
cording to Zim.

ISRAELI OFFICIALS contend
that warfare has been restricted

almost exclusively to the Suez
Canal area, where there are no
cargo shipments. Israeli insurance
people complain: "I guess London
just doesn't believe the reports
when they say war is primarily
contained in the Suez area."

One Lloyd's representative not-
ed that "war risk rates are sub-
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We solve international insurance problems in 70 differentcountries.
And we specialize in uncomplicating employee benefit programs.

For one firm, we are arranging protection for 3,000 employees in
58 countries from Australia to Argentina. Premiums and benefits will
be paid in local currencies-from dollars to pesos.

We group-insure more businesses than any other company. Our
commercial casualty and property coverages are yours, too, if they're
needed.

Find out about our unique international tie line with Assicurazioni
Generali di Trieste e Venezia, like us one of the largest multiple-line
insurance companies in the world.

A single call to your closest £tna representative or your own broker
can solve a world of problems.

LI FE & CASUALIY

OUR CONCERN IS PEOPLE

ject to change without notice from
day to day. I have seen war risk
rates change as much as twice a
day. In fact, as far as the Israeli
conflict is concerned, we get the

- words 'To be advised.' That means

if they want a rate, we have to
apply to London.

"But you know," said the rep-
resentative, "we have similar war

risk rates in other parts of the
world. Look at Honduras and Sal-

vador; they've got a mess down
there now too. True, they're not
as high as Middle East rates, but
they don't have Russian Migs or
French Mirages down there."

An official at the U.S. War Risk

Re-Insurance Exchange said the
ten-man committee that sets rates
bases its decisions on news dis-

patches, United Nations reports
and observers from various gov-
ernments.

The answer to Israeli woes, as
that nation's insurance experts
see it, is to self-assume a greater
portion of war risk coverage-if
not the entire amount. The plan
urged by the Assn. of Maritime
Users calls for setting up a do-
mestic insurance program headed
by the government.

Right now, industrial complexes
in Israel pay approxirnately 55%
of their profit for income tax. A
surtax of .8 % automatically in-

sures firms against any war risk.
Manufacturers involved in export
activities pay only about 28% in-
come tax for the first five years,
receiving the war risk insurance
without paying the surtax.

Yuval Reinsuranee Co., fprmal-
ly owned by the state but later

sold to a private group, is the
Israeli reinsurer that absorbs part
of the loss for any destruction
incurred through war actions. "In
the 20 years the program has
been in existence," commented the
Ministry of Finance source, "we

haven't paid out a single claim.
And this also applies to our cargo
shipments to and from Israel. We
haven't had one enemy-responsi-
ble loss there either. When we tell

this to London, though, they say
we are fortunate. Of course, we
prefer the term, 'organized. '"

But right now Yuval isn't big
enough to carry the load of un-
derwriting or even reinsuring the
government for underwriting war

risks, said the finance official.
"Of course," he continued,

"This is a matter of time. Soon

Yuval will be big enough to take
on greater responsibility. And
then, if London quotes us a price
that we think is not warranted by
the action, and it proceeds in this
manner for a long time, we will
have an alternative. Right now
we have not." •

Bank...
Continued nom page 30
the bank does not cover mailings
outside the U.S. It was therefore

necessary for Mr. Lueck to ar-

range for insured shipments from
the London office to be sent reg-
istered mail.

Workmen's compensation pre-
sented no great problem, because
the U.K.'s National Insurance Act

is similar to the state funds in the

U.S. Mr. Lueek did, however, ar-
range for a supplemental volun-
tary compensation cover under Il-
linois law to provide Northern
employes from the U.S. working
in the London office with the

same coverage that Northern em-
ployes in Chicago have.

By and large, employe benefits
for the two operations are basi-
cally the same, Mr. Lueck said.
For U.S. citizens working in Lon-
don, the bank's benefits programs
include hospitalization and ma-
jor medical, life insurance and a
pesnion plans. A separate plan,
taken out in England, provides
the English nationals with basi-
cally the same coverage as em-
ployes in Chicago. •



Ackerman ioins Sheraton,
handles expansion abroad

BOSTON-Richard P. Acker-

man has joined Sheraton Corp. of
America as director of insurance,
a newly created post at the inter-
national hotel and motor inn sub-

sidiary of I'IT.
In his new position, Mr. Acker-

man will be responsible for creat-
ing insurance coverages for Sher-

aton's $1 billion overseas capital
expansion program. This duty will
involve buying coverages "from
conception to birth to the grave"

for the 120-hotel expansion pro-
gram, Mr. Ackerman told Business
Insurance. He is now arranging
builder's risk and other coverages.

Mr. Ackerman is also responsi-
ble for insurance coverages pro-
tecting Sheraton's 50 hotels and
90 motor inns in the U.S. At the

moment, Boit, Dalton & Church
Inc. is the Boston-based broker-

age firm that handles Sheraton's

90 % self-insured workmen's comp
program; American Mutual is the
direct writer of the hotel system's
liability coverage; Fairfield & El-

lis, another Boston-based broker-
age house, handles Sh era ton' s
property coverage; and Field &
Cowles, also of Boston, is the bro-
ker for the insurance coverage on
the 15 Sheraton locations now in

operation overseas.

IN ADDITION, the new direc-
tor of insurance will manage the
employe benefits insurance pro-
gram and coordinate safety and
security activities of the corpora-
tion. This responsibility includes
the operation of a $65,000 annual
safety contest.

Pror to joining Sheraton, Mr.
Ackerman was assistant to the
director of insurance for ITT

Continental Baking Co. His expe-
rience also includes employment
as an underwriter for several in-

surance firms and a credit man-

ager for Universal CIT Finance.
A native of Williston Park, New

York, Mr. Ackerman holds a B.A.
from Hofstra University and has
taken graduate courses at Brook-
lyn Polytechnic Institute. He is a
member of the American Society
of Insurance Management, Amer-
ican Management Assn., Greater
New York Safety Council and the
National Safety Council. m

Covenant

liberalizes
vacations

HARTFORD-The Covenant

Group, Hartford insurance organ-
ization comprised of Covenant In-

surance Co., Covenant Life Insur-
ance Co. and Mutual of Hartford,
has instituted what it terms is the

most progressive vacation policy
outside of the teaching field in
Connecticut.

Covenant is offering all em-
ployes hired prior to July 1 of any
year, three weeks vacation after
their first fulll year of service and
four weeks vacation after their

second and following full years of
service.

In addition, special "bonus
weeks" of vacation time are being
offered to long-term employes
(ten or more years of service).

Covenant employes are receiv-

ing one-extra week in their 11th
year, two extra weeks in their
16th, three extra weeks in their
2lst, and four extra weeks in
their 26th year of service.

Under the new plan, Covenant
is working a 3742 hour week, be-

ginning at 8 a.m. and ending at 4
p.m., with a 30-minute lunch pe-
riod and no earned days. •

Richard P. Ackerman

ASSETS in CANADA?
When in Canada do you do as the Canadians do?

Believe it or not but some companies with heavy investments in Canada allow them to be
protected from afar. They have not yet realized the advantages of dealing with local firms.

It goes without saying that anyone who invests in the Canadian economy has a right to a fair
return on their investment dollar. The same applies to their insurance premiums.

We suggest that E. A. Whitehead ltd., a Canadian insurance brokerage house is better
equipped to assist in the realization of a fair return on the premium dollar,

E. A. Whitehead ltd. has been in business in Canada for over seventy-six years- It is owned
and managed by a relatively young, aggressive and experienced group of Canadians with
branches across the country. They also do business at the international level and have access to
virtually all leading world insurance markets.

To find out how really useful they can be why not write, phone or telex:

INSURANCE

SINCE 1892

E.A. Whitehead Limited,
Vice-President Production,

Suite 950, Telephone: 514 878 4331
Place du Canada, Telex: 01 26461

Montreal 101, P.Q.

Branches: Toronto, Calgary, Vancouver, Whilehorse (Yukon)

Associate Offices-world-wide as members of Insurance Associates an international brokerage focifity.

Our greatest asset is people

FM people form an all star team.

Their goal : To make each policyholder a winner

by preserving production and profits

through positive loss prevention.

4 FACTORY MUTUAL SYSTEM
Since 1835 industry-owned to conserve property and prolits

Arkwright-Boston Manufacturers Mutual Insurance Co.
M F B Mutual Insurance Co.

Philadelphia Manufacturers Mutual Insurance Co.

Protection Mutual Insurance Co.

Subsidiaries:

Amliated FM Insurance Co./FM Insurance Company Ltd.

FBI Engineering Corporation / FM Engineering Association / FM Research Corporation
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Joint freight rate for overseas cargo containerization.

industry" that is holding back

won't affect insurance, buyers say
NEW YORK-Recent govern-

ment moves toward the establish-

ment of joint freight .rates for
goods moving over both land and
water between points in the U.S.
and abroad are expected to have

little immediate effect on shipping
insurance rates, a Business Insw-
ance survey indicates.

The proposal, made originally
by the Interstate Commerce Com-
mission but now complicated some-
what by a challenge from the Fed-
eral Maritime Commission: would
mean that single transportation
companies could ship products be-
tween any foreign and U.S. point
with the costs-t ruck, rail and
ocean transport rates, port charges
and insurance-being included on

one bill.

All of the several shippers and
over-land carriers queried agreed
that the order will have no appre-
ciable effect on insurance rates,
since such coverage is usually
subject to "warehouse-to-ware-
house" clauses. Most admitted,
however, that they had had little
time to study the ICC move and
its complete ramifications.

JUST WHAT those ramifica-

tions might be is the subject of
conjecture among international
carriers. Most feel that it will
speed the development of "con-

tainerization," the movement of
frei ght in van-sized containers

that can be loaded on trucks, rail

flat cars or ships.
"Of course," said the insurance

manager of one company that does
consicerable international trade,
"containerization should lead to

less handling, less chance for dam-
age and thus, in the long run, to
lower insurance rates "

Ad-ocates of the method con-

tend that it represents the most
efficient and cheapest way of
moving general products in world
trade, but some complain that the

works are being snagged by the
truckers, railroaders and steam-
shippers who want tc maintain
contrd over the revenue on each

leg of -he trip.
Still others contend it is the

"obstructionism of the insurance

The Free World's
uncommon market
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You can't find many insurance companies that can give
your policyholders everything from complete coverage

to local claims handling to engineering, inspection,

and auditing services... anywhere in the Free World.

But you sure can find one-ROYAL-GLOBE.

Contact our Foreign Department.

ROYAL-GLOBE INSURANCE COMPANIES

150 William Street, New York, N.Y. 10038
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MAKING THE CHARGE re-

cently before a Northeastern Uni-
versity seminar on trends and de-
velopment in physical distribution
was Eugene R. Birchler, vp of
Container Transport International
Inc.

"There is nothing a marine in-
surance man would rather talk

about than how a container car-

ried as deck cargo was swept over-
board in a North Atlantic storm,"

he said. "The insurance people
are exaggerating outrageously the
losses from incidents of this kind."

Citing incidents in which con-
tainerization has reduced losses,
Mr. Birchler said that his own

company, which now has a fleet
of 30,000 containers, has received
claims which were "uniformly

small." He added, "They have
never even involved an insurance

company but were settled as car-
rier liability." Mr. Birchler also
cited a report of the Insurance
Institute of London, which main-
tained that various container

users surveyed by the institute
have had fewer insurance claims

than those shipping by conven-
tional method.

The two largest container losses

in recent years have involved
roughly $1.2 million. The largest
occurred in 1967 when Sea-Land
Service Inc. lost 57 containers in

one accident, with a cargo loss of
$900,000. The second involved a
loss of approximately $250,000
when 22 containers washed off

the deck of a Honolulu-bound

Matson Navigation Co. ship late
last year. The accident, according
to Matson's insurance manager,

John V. Bearhs, was "the first of
any consequence" suffered by the
firm in the last 10 years.

MOSTADVOCATESofthe
method also contend that contain-

erization has reduced losses in two

other areas, that of hij acking and
pilferage.

WORTHINGTON

Hijacking has been reduced at
Matson, notes Mr. Bearhs, because
the containers are not placed on
wheels until they are to be trans-
ported.

As for pilferage, Mr. Birchler
makes a strong case, claiming it is
virtually eliminated by container-
ization. Citing Mayor Richard J.
Daley's effort to end the $15 mil-
lion-a-year pilferage problem on
the Chicago waterfront, he said,
"If Mayor Daley wants to stop
pilferage in Chicago, I suggest he
take steps to put as much mer-
chandise as possible into contain-
ers."

Before containerization can be-

come accepted as a conventional
method of transporting goods
from warehouse to warehouse a

simplication of freight documents
and rate structures is needed,
those not now using containers
believe. The ICC order lifting the
ban on the establishment of joint
freight rates for goods moving
over both land and water, issued
July 15, would have led to those
simplifications. The order, how-
ever, has since become involved in
a minor beaurocratic dispute.

SEVERAL DAYS after the pro-
posal was announced by ICC
chairman Virginia Mae Brown,
Federal Maritime Commission

chairman Admiral John Harllee,
U.S.N. retired, wrote a sharp but
politely worded letter to Mrs.
Brown, saying in effect that the
domestic regulatory agency had
encroached on the Maritime Com-

mission's domain in issuing per-
mission for carriers in interna-

tional trade to issue a single rate
for all modes of transportation.

"It is perplexing," wrote Admi-
ral Harllee to Mrs. Brown, "when

a governrnent agency which tra-
ditionally deals with domestic
transport, suddenly enters the
field of ocean-borne foreign ship-
ping. It is even more disturbing
when this is marked by a failure
,to have consulted with other re-

sponsible agencies." •

THE ANNIN COMPANY, Div. of Worthington Corp., Montebello, Calif.

IRM SERVICE KEEPS POLICYHOLDERS SOLD

Thousands of managers of large properties have found that

"It Pays to Insure with IRM."

Now, as an added service, IRM is making its unexcelled facilities

available to the owners of moderate size properties... starting at
$150,000. Contact a Member Company for further details.

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

BRAN(H OFFI(ES: ATLANTA· (HI(AGO •DETROIT · LOS ANGELES • SAN FRANCISCO

Contact o Member Company
American Manufacturers Mutual Insurance Co.

Cen¢rol Mutual Imuronce Company

Employers Mutual Ca,ualty Company

Groin [®alen Muluot Insurance Company

Indione Lumberment Mutual Insurance Company

lowo Kemper Mutual Insurance Company

lowo National Mutual Insurance Company

Lumbermens Mutual Casually Company

The Lumbermens Mutual Iniurance Company

Michigan Miller Mutual Inturence Company

Michigan Mutual liability Company

The Millers Mutual Fire insurance Company

Nonhweitern Mutual Insurance Company

Pennsylvania lumberment Mutuol Inwionce Co.

Penn$ylvania Mitters Mutual Insurance Company

Ultra Mulual Insurance Company
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Foreign Study League students on the scene in Rome brush up on their
sketching. They are covered by a comprehensive medical and accident
Policy.

Foreign Study League
has $3 million limits

SALT LAKE CITY, U.-The
French Mediterranean may be a
long way from Camp Runamok,
but when a school was launched

to send students abroad for sum-

mer study, the only insurance
cover it could find for its charges
was a package designed for sum-
mer campers.

The Foreign Study League, a
subsidiary of Transamerica Corp.,
established in 1964, has for the
past seven summers sponsored ac-
ademic study and travel programs
for high school and some college
students at foreign campuses
around the world.

This summer, more than 7,000
students are enrolled at campuses
leased frorn boarding schools and
universities in 41 cities in 13 Eu-

ropean and Asian countries. The
schools are staffed and adminis-

tered by the league, and instruc-
tors are both European and

American.

THE SIX-WEEK, travel-study
package includes stopovers in two
other foreign countries, in most
programs, in addition to the cam-
pus stay. Academic studies range
from Japanese language in Tokyo
and English drama in London to
art history in Florence and music
in Salzburg, with all courses
taught in their native setting.

Dr. Robert Debry, executive
director of the league, recalled
that when the program was first
begun the organization could not
find a standard package of medi-
cal, accident and travel insurance
to give its young travelers. The
St. Paul Fire & Marine Insurance

Co. finally offered a package de-
signed for youngsters going to
summer camp, to which an addi-
tional travel cover was added.

Lloyd's of London two years
later tailored a group insurance
package for the organization, and
last spring the policy was moved
to the Pacific Fidelity Life Insur-

ance Co., Los Angeles, and the
Transamerica Insurance Co., an-
other Transamerica subsidiarv.

THE STUDENT insurance
package now includes:

• Flight insurance with a $5,000
limit covering accidental death
and dismemberment.

• A school and steamship cover
with $2.000 limits each on acci-

dental death and dismemberment,
accidental medical expense and
specified disease and a $500 maxi-
mum on sickness and medical ex-

pense, with a $10 deductible.
• A school and steamship cover
with $2,000 limits each on acci-
dental death and dismemberment,

accidental medical expense and
specified disease and a $500 maxi-
mum on sickness and medical ex-

pense, with a $10 deductible.
• A 49-day baggage insurance

cover, with a $300 maximum and
a $10 deductible.

Continued on page 44
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AMAX...
Continued from page 25

During the construction phase of

the proj ect, the consortium bought
two ocean cargo policies-one
providing limits of $2 million for
any one occurrence, the second

giving separate $100,000 coverage
for loss of cement bags. After the
construction was completed, back-
ers took out the broadest form

transit policy they could get-$2

million through Lloyd's, covering
physical loss or damage.

Both during and after construe-
tion the four partners of the
Mt. Newman iron ore proj ect
arranged property coverage of $10
million and excess liability of $15
million. The excess liability was
over and above any primary lia-
bility coverage, and if none exist-
ed the extent of the cover was $15
million-subject to a $25,000 de-
ductible.

The property cover after con-

struction was completed also in-
cluded an additional $500,000 for
debris removal and $500,000 for
expediting expenses.

Mr. Wilson said both property
and excess liability coverage were
arranged through Australian facil-
ities, plus Lloyd's, "without can-
vasing the world markets for ad-
ditional capacity."

DURING THE construction and

post-construction phases, primary
liability was maintained by Mt.
Newman Mining Property Co.

Ltd., the manager of the project,
to the extent of $50),000 per oc-
curence, through Commerical In-
surance, Newark. Tnis was sub-
ject to a $2,500 deductible for each
property claim.

As basically British as a Buckingham Busby, Crown Lifes London Group
Office is right there-to solve the employee benefit plan problems of those

companies having branches or subsidiaries in Great Britain.

Operating as our branch since 1961, the London office is thoroughly familiar
with the complexities of the overseas operation (on the coitinent as well as

the United Kingdom) and is fully staffed and equipped to meet your special
needs in the field of group insurance and pension schemes.

With on-the-spot sales, administrative, claims and service facilities (plus

direct communication with Home Office in Toronto), we offer a service

unique to the group insurance industry.

Your nearest Crown Life group office or agency will be happy to give you
further information on this service-or you can contact our man in London
directly: Douglas W. Johnstone, Crown Life Insurance Company, 130 Jermyn
Street, London S.W. 1, telephone 01 -839-5622.

CROWN LIFE
INSURANCE COMPANY/ESTABLISHED 1900/TORONTO, CANADA-SERVING INDEPENDENT

AGENTS AND BROKERS IN 49 STATES, DISTRICT OF COLUMBIA. AND PUERTO RICO.

Primary and excess fidelity cov-
erage for the post-construction pe-
riod is $2.77 million.

Two major areas of exposure
are not insured by the project, Mr.

Wilson said: Business interruption
and boiler pressure vessel and ma-
chinery breakage. Mr. Wilson

...

WHAT

ON
EARTH
IS
AOA?

went on to say that the project
arranged for stand-by engines for

most of the areas, such as convey-
or belts and crushers.

Each of the participants is free
to arrange its own business inter-
ruptions insurance, however, to
cover its own interest. •
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This aerial view shows ore-loading facilities of the Mt. Newman iron
ore project. The pier is being extended some 1,000 feet to accommodate
two ships or a larger vessel.
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AOA is ... aviation insurance underwriting of the highest caliber
on Earth.

AOA is ... the aviation facility that established the first 24 hour
claims control center on Earth.

AOA is ... the aviation facility your agent can represent with all
the confidence in the World.

AVIATION OFFICE OF AMERICA
INCOAPCRATED

depend on us for
excellence in underwriting !

80 INTERSTATE 10 NOATH / BEAUMONT. TEXAS 77702 /PHONE {7131 833-8911 / CABLE. FOLMAIRINS



International capacity crunch hits

THIS WORSENING capacity
problem has made brokers and
buyers alike scour international
insurance markets for needed ca-

pacity. In addition to looking to
the established London market,
seekers of international coverage
have turned to Japan, Rumania
and companies domiciled in coun-
tries throughout the world.

The insurance manager for a
Midwestern manufacturer said

that when he gained coverage re-
cently in London he understood
that part of the risk was taken by
Black Star, a Rumanian company.

Another risk manager suggested
that this might be a good thing
because companies in the Black
Sea and Baltic areas that partici-
pate in the London market are

"more punctilious than anybody
in paying claims. They are the
first ones to have their money on
the table."

One broker suggested that an
untapped market might be Ingos-

strakh, an insurance company op-
erated by the Soviet government
to insure foreign risks. He sug-

gested, however, that it might be
illegal for American businessmen
to do extensive business with the

Soviet Union's socialized insurer.

But an insurance manager disa-
greed.

buyers with overseas operations most
CHICAGO-Corporate insurance

buyers and the brokers who serve
them find that the international

capacity crunch presses hardest of
those U.S. companies that operate
installations in foreign countries.
Brokers and buyers, in fact, are
combing international marketsz-,
including some behind the Iron
Curtain-for the insurance capac-
ity they need but cannot find.

Veteran international insurance

experts told Business Insurance
that the capacity crisis is most
acute for those who want cover-

age for overseas properties. They
cite these reasons:

• U.S. insurers have reinsurance

treaties that do not cover under-

writing in foreign countries. Rein-
surance typically applies only to
writing done in the United States,
and therefore American compa-

nies are unprotected by reinsur-
ance in foreign areas.

• Writing insurance in foreign
countries is specialized work that
demands expertise to assure sound
underwriting. Carriers that might
have additional capacity may not
have the underwriting know-how
to enter into insurance contracts

covering foreign installations.
• In many countries of the

world, France for example, strict
nonadmitted insurance laws re-

quire that risks be covered by
domestic companies. But the do-
mestic companies, buyers and
brokers complain, are small and

have not developed underwriting
capacity that would enable them
to cover major installations built
by American companies.

• There is a reluctance on the

part of U.S. companies that belong

to the American Foreign Insurance
Assn. or to the American Interna-

tional Underwriters to commit

funds to foreign operations beyond
their share of AFIA or AIU busi-

ness.

THIS VIEW WAS seconded by
the international insurance man-

ager for a broker. "Markets are so
bad that if you do find a market

it's like gold and you don't tell
anybody about it," he told Busi-
ness Insurance "but unfortunate-

ly this business is such that nearly

everybody can find out where
you've uncovered additional ca-
pacity."

Both brokers and buyers in the

international market complain
that finding new markets is diffi-
cult because scraping up capacity
often involves crossing one's own
tracks. One broker explained:
"London underwriters have a tight,
well-woven network of reinsurers.
A liability risk might be passed
off to Switzerland; a marine risk
might go to Japan, which has sev-
eral large ocean marine insurers.
once you've been to the London
market for coverage, you've in ef-
feet checked many markets for
fresh capacity."

A factor that complicates the
task of an American looking for
insurance capacity is that insur-
ance people in other countries,
notably Europeans, cannot under-
stand why Americans cannot find

CHUBS

capacity in their own country.
"Europeans," one Englishman said,
"think that, U.S. stock companies
are a source of vast, untapped ca-
pacity. They carl't conceive of the
situation as it is-that U.S. com-

panies are hard pressed to write
profitably and fill domestic insur-
ance demands."

Relief from the .international
capacity crunch may come from
one solution mentioned by several
experts interviewed by this maga-
zine. That would come from in-
creasing development of capacity
by companies domiciled in coun-
tries besides U. S. and England.

ONE MAJOR brokerage house
has asked its foreign offices to
seek insurance and reinsurance

locally before they approach the
London market. "Not only may
we unearth some additional ca-

pacity this way," the head of the
broker's international department
said, "but we may educate some
foreign insurance firms to the
realities of the capacity crisis and
to the mounting demands for ca-
pacity Posed by growing concen-
trations of values and by world-
wide inflation."

Another capacity seeker agreed,
saying that if his organization
sought to place a risk of $1 million
to $5 million in the French insur-
ance market, 'we'd be into the ca-
pacity of every company writing
in France." That country, he ex-
plained, has no vastly expensive
high-rise buildings, no Torrey Can-
yons and no expensive offshore oil
drilling installations.

"That's the problem," he com-
plained, "and insurance buyers for
American companies with overseas
installations may have to live with
the 'capacity crunch' in certain

Here's how to tie together
your International Risk Problems

$.
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areas until local insurance facilities

catch up in some measure with the
world's economy." •
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LOSS PREVENTION

Wm. H. McGee & Co., Inc.
MARINE UNDERWRITERS

111 John St., New York, N. Y. 10038
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If One Company Can Serve You Best Both Here And Abroad, Doesn't It
Make Sense To Consolidate All Coverages-Domestic And Foreign-There?

If you can't answer YES to this question, you haven't investigated the international underwriting
facilities at Chubb & Son Inc. which are designed to meet the new insurance demands of the mui-
tinational corporation. Think of the advantages created when global policies are combined into
a centralized insurance program. Chubb's International Division is a large capacity market spe-
cializing in exactly such programs. Let us show your broker or agent the many benefits of using
a single carrier for your coverage both here and abroad.

CHUBB & SON INC. UNDERWRITERS
Subsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038

4

MANAGER Federal Insurance Company • Vigilant Insurance Company Great Northern Insurance Company • The Sea Insurance
Company Limited • The London Assurance • Alliance Assurance Company Limited Sun Insurance Office Limited • Affiliated
with Pacific Indemnity Group through The Chubb Corporation • Life, Personal Health, Group Insurance, Pension and Profit Sharing
plans through The Colonial Life Insurance Company of America Aviation Insurance through Associated Aviation Underwriters.



naire in which only the overall

British buyer group expands role details are being tabulated British send
All trace of the source of indi-

vidual company returns was care- best wishes'

-irn survey of member companies fully destroyed, under the super- LONDON-Insurance man-

vision of a top British bank, so agers from famous British

that competitors will not gain any firms are eager to review the

LONDON-Growing determina- Business Insurance are that cor- over 240 companies This is a rise advantage international issue of Bust-

tion is being shown by Insurance porate businessmen will be sur- of ten times since it was founded But the outcome will be a total ness Insurance

managers in Britain to forge prised at the group's strength, as nearly six years ago assessment of insurance tech- The issue was mentioned at

ahead with their status in 1ndus- well as in the diversity of 1ndus- The survey will show how niques by a big cross section of an executive council meeting
try Their role, aiming to match tries AIMIC represents much insurance business these British industry that will be of of the Assn of Insurance

that of comparable executives in For Britain, though traditional- personnel are responsiole for to tremencous value m furthering Managers m Industry and

the U S,lS reflected in the rapid ly conservative in its methods, has their companies the future of insurance manage- Commerce in Lundon, the
expansion of the Association of a solid core of expertise that AIMIC chairman AS D Cross, ment British counterpart of the
Insurance Managers in Industry maintains its key place in the who supervises British-based in- How many brokers are used, American Society of Insur-

and Commerce (AIMIC), the world insurance surance for the world-wide Nest16 how much business is placed di- ance Management
British counterpart of American Now its insurance managers are Group, says "It's anybody's guess rectly with insurers, how many AIMIC chairman ASD

Society of Insurance Management "showing their hand" to prove Just how much business is placed captives are in existence, will Cross said "We would like to

This is the professional body they are fully comparable with every year by the members of our emerge in the survey. Some of lt have this issue of Bumness

that is now poised for a vital their American brethren in bal- association So we are going to find may have to stay confidential Insurance send our best wishes

breakthrough in communications ancing the exacting demands of the answer in the i n ter e s ts of Some of it may be published for to the American Society of In-

It will produce a surve> this corporate insurance for the bene- everyone internal guidance But lt Wlll help surance Management "

fall, for the first time ever, that fit of their company chairmen and It is the policy of AIMIC not to AIMIC m Judging the importance

will show exactly how Strong lt lS stockholders do anything that will prejudice of ltS membership, and the vary-

in the important British insurance the corporate interests of its ing techniques employed by them
market ALREADY AIMIC has more members So the survey was con- in the insurance market in

RR bill .
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Advance indications given to than 300 members representing ducted through a secret question- Britain • Continued from page 8
nurling bombs more than 300

yards The apparent cause was a
faulty axle bearing

A. A maJor proponent of railroad
V 1,1," W//Br ' 3* . safety legislation Senator Vance

. 4,-:
r, 2- 1 . i'; , ' '*>4 eR; Hartke (D, Ind ), chairman of the

subcomnuttee on surface trans-
4

.,1
. 'rK: portation that will be handling*6.

.

- 3 . the Administration proposal, re-
t: ,Yl. ' S **»R'L . 9 t '*.Wr cently held two days of hearings

t
on the Johnson Administration's

. 4*'
t

much-stronger proposal

4
Action by the committee was

then postponed until the task
k 'Cl force report was released and

.-tr·*t *5 subsequently drafted mto an Ad-
"4 1.,9 2 ministration bill Indicating his

-PX

r
.

continued hot interest in the sub-
Y fs Ject, Sen Hartke recently an-

Xy ., 9*.
. nounced that he was breathing

down the neck of the task force to
47---0  .

, 42 . get its report out so he could
again open hearmgs on the sub-4

. f>1 - lect and get a bill to the floor of
.
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the Senate this session.
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f

Continued from page 11
not seem to be upsetting any

31.r,/14* nervous stomachs in aviation in-

./.5, t surance circles, the future of the
/4455. captive operation is gnawing at

the back of a few minds

One airline source, while ad-*:tt-''f'2 /ir' mitting it would be "a while yet"

before his company gets the 747,
-..,if,

Tf -1

..4-
said that he was taking a "wait

I ·e and see" attitude on the whole
. captive operation

29.7#. 23%%*C' 1 -· .ITS NOT TOO surprising to
2

4 en,)*1* -,i,Y- .>, y
. lAS. me that it was put off a year One

, 74
of the biggest stumbhng blocks to
the plan is whether or not the
major domestic airlines can get
approval from their big lenders to
pour money into the captive

"Personally," he added, "it's ex-

Ruined? tremely doubtful whether or not
it will ever get off the ground
because airlines have such mam-

moth capital requirements in oth-
er areas Paying for the 7475 15

one of these;" he said "I just
don't know where the money 15
going to come from for the cap-

tive operation
He also cited two other hurdles

the captive operation had not yet
faced-approval by the Justice
Department and by the Civil Aer-
onautics Board.

ANOTHER AIRLINE sourcE

echoed his feelings saying, If the

economic picture with the airhnes
What happens to youO Will your in- srudiesyourneeds and recommends save you money, time and insur- is as bad next year as they say lt
surance cover your loss' an engineering and insurance pro- ance headaches will be, what with paying for the
Your Arkwright-Boston man spe- gram especially designed for you Call or write your Arkwright-Boston 747, then I doubt if any of them

cializes in complete protection He He works with a team of experts to man today He's ready to help you will be able to put the capitaliza-
tion necessary into an investment

Arkwright-Boston Insurance
that will probably not make a
return for years."

Whatever the future of the cap-

Executive Offices 225 Wyman St, Waltham, Mass 02154 tlve operation all aviation msur-

Arkwright-Biston Manufacturers Mutual Insurance Company
ance insiders agree on one thing
There is a need for a much broad-

Mutual Boiler and Machinery Insurance Company

Ofhees in thirtv malor cities throughout the United S¢ates and Canada Factory Mutual Insurance
er world-wide Insurance market

for the aviation industry and the
captive would provide it .



Retailer insures its imported goods
from overseas factories of origin

CHICAGO-Sale of imported
goods accounted for more than
10 % of Carson Pirie Scott & Co.'s
$140 million net retail sales in
1968. The large midwest depart-
ment store picked up the insur-
ance coverage on the majority of
those imports as soon as they left
the factory in their country of
origin.

Bob Procknow, corporate im-
port manager, told Business In-
surance that the price of items
not covered by this ex-factory
method includes the cost of insur-

ance coverage by the manufac-
turer. In generally describing the
perils the store insures against, he
said, "Everything-you name it."

Carson's imports items in the
home furnishings and ready-to-
wear lines from countries such as
Austria, Denmark and Italy.

THE DEPARTMENT store has
a blanket policy with a $250,000-
per-shipment limit with Atlantic
Mutual on imported merchandise.
They have first-dollar coverage on
container-shipped goods. Premium
rates are based on a computer
analysis of the store's previous
years' experience. A $1,000 de-
ductible is presently in force on
each shipnnent.

"Our deductible used to be

$250," Mr. Procknow said, "but
we're heading more and more to-
ward self-insurance."

In the annual rate negotiations,
the import manager works with
Herb Schachtschneider, corporate
treasurer, and Bobby Schmitt,
special assistant to the treasurer.
The Critchell-Miller Insurance

Agency is the store's broker.
Sixty per cent of Carson's im-

ported goods come over water. Of
that 60%, 70% are now shipped in
containers. Mr. Procknow credits
this and the use of air shipping for
a substantial decrease in losses due

to theft. Carson's began using steel
containers six years ago.

BESIDES LOWERING msur-
ance rates, containerization elimi-
nates the necessity of special se-
curity measures for costlier-than-
average shipments because no one
is able to tell that the merchan-
dise is more valuable than ordi-

nary, he said.
"Some items don't lend them-

selves to containerized shipping
because of their cubic size," he
explained, and this accounts for
the 30% shipped loose. "It would
be wonderful if everything we
import would fit into a container."

Of course, the import manager
pointed out, if there is a loss it is
greater because of consolidation
of goods but because this inci-
dence has decreased so markedly
for Carson's, "we don't worry
about that.

"Forty per cent of our goods are
air shipped," he continued, "and
that reduces the number of people
handling them and, therefore, re-
duces the pilferage problem."

MR. PROCKNOW. who has

been with the store nine years,
said that Carson's was one of the

first department stores to ship
containerized merchandise via the

Great Lakes, although in recent
years security problems at lake
ports have forced the company to
seek other facilities.

Most of their merchandise now

comes in through the Norfolk,
Va., port, he told Business Insur-

ance. Ports at Baltimore, New
York, Seattle, San Francisco and
Chicago are also used.

The department store uses both
Conference and non-Conference

shipping lines. ( The Conference
determines competitive shipping
rates.) •

#*

Carson Pirie Scott & Co. imports items in the home furnishings line for its
popular Scandanavian Shop.

1869

You Can't Afford Not To
Join the Hagedorn Group. Your insurance program's success de-
pends on innovation, imagination, and plain old-fashioned hard
work. We know our clients can't afford less... and this is one
very good reason why Hagedorn & Company is beginning its'
second hundred years of service.

We invite you to write on your firm's letterhead for complete
details.

HAGEDORN & COMPANY
ONE LIBERTY STREET

NEW YORK, N. Y. 10005
(212) 269-1100

The farther away
you build your plants, the doser

to your insumnw wmpany
you ought to be.
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That's one of the advantages of insuring with INA-Insurance
Company of North America. We're close to you here. We're close
to you there. With our own service facilities in 110 foreign coun-
tries and our own employees all over the world, INA gives you the
same management, underwriting and claims service abroad we
provide for you here at home.

We're the only U.S. insurance company that does.
As a result, INA knows more about worldwide insurance and

can provide you with more kinds of imaginative insurance cover-
age overseas than any other U.S. company.

ilp Insurance Company of North America
 16th and Parkway, Philadelphia
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U.S. insurers to write more overseas:
NEW YORK-London's insur-

anee squeeze could provide the
U.S. market w.th the impetus zo

put a bigger portion of its billions
of dollars in capacity on the line,
in the view 01 one underwriter

here who specializes in overseas
risks.

"London is going through a
difficult time," said Michael J.

Twomey, vp of American Interna-
tional Underwriters, "and the sit-
uation could help American in-
surers live up to their potential."

Mr. Twomey admitsed that
when London was in a healthier

condition he and other U.S. un-

derwriters would turn to the

United Kingdom for a quick rein-
surance placement. "-t used to be

If you have employees working
oversess you know they are faced
with serious problems when it
comes to buying persona. insurance.

AIU has made available a
voluntary group plan which pro-
vides perscnal property, accidental
death and dismemberment, and
comprehensive personal liability
coverages. The great thing about
this policy is that your employees
are no longer left to their own
devices in a foreign country.

that I could make one phone call
to complete the coverage, but now
it tale€s lots of phone calls and
many cables. That's why I'm
trying to widen my circle of ac-
quain:ances and broaden my con-
tacts iii the U.S. market," he said.

Mr. Twomey sees solid evidence
that U S. underwriters are becom-

ing more :dvenairesome in putting

It doesn't require much work
on your part. 411 you have tc do is
get 25 of your employees to avail
themselves of the progrsm and we
will issue you a policy.

Their rates will be lower than if
they Eurchased the insurance on
an individual basis; AIU's world-
wide claim network makes settle-

ment particularly convenient, and
you won't have to be saddled with
administrative details such as pay-
roll deductions, record keeping

America
50

Twomey
up capital. For instsne, he said a

large mining venture in Central
America. with a probable maxi-
mum loss of somewhere around $10

million, is completely insured in Ute
American market

"And I could cite 2 0 risks

where the Amerizans have really
performed, and on accounts that
used to be written in Loni'on,"

or claim handling.
If you're interested in more

information about this program
ask your insurance representative
to contact us, or send your business
card along with this ad to American
International Underwriters,
102 Maiden Lane, New York,
New York 10005, or the nearest
AIU office.

It could solve a lot =·f problems
for a lot of people.

Including you.

n International Underwriters
years of worldwide coverage

If you want your overseas employees
to be happy, there's very little you have to do.

(3

the AIU executive added.

"I've got a lot of faith in the
American market," Mr. Twomey
said. "In my opinion they're pret-
ty big-time operators."

The lion's share of overseas

property business written by U.S.
insurers is handled by AIU, AFIA,
Insurance Co. of North America

and Continental Insurance, Mr.
Twomey stated.

Placing an overseas risk can be a
risky proposition, he indicated. "If
someone wants to insure a fertilizer

Michael J. Twomey

plant in Goa, it's probably the only
fertilizer plant in Goa. You just
can't push a button and have a
number pop out giving you the
premium you should charge or
justifying the premium you've
already charged."

That's why insurers try to get
as much data as possible about a
risk before they put up their
money. In reinsuring a huge pipe-
line-gas treatment complex, the
pipeline running across Azerbai-
jan, the northernmost province of
Iran, all the way to Russia, under-
writers wanted to know about such

things as the process flow, soil con-
ditions, depth of the pipe, fault
lines and even flooding possibili-
ties.

"The idea is to estimate intel-

ligently the probable maximum
loss," Mr. Twomey said, "so when
you're talking to your reinsurers
you're not guessing. You can say
your engineers have walked the
risk."

The Iranian pipeline was rein-
sured by AIU, AFIA, Continental,
INA, Travelers and Ingosstrakh,
the Russian foreign insurance
company, from Bimeh, Iran. The
reinsurers took the first $10 mil-

lion in their own facilities, Mr.
Twomey reported, and bought an
excess of loss cover for their com-

mon account to take care of the

rest.

MR. TWOMEY gave credit to
an Internal Revenue Service rul-

ing for providing the incentive for
U.S. corporations to allow their
overseas subsidiaries to place
their own insurance, through so-
called "admitted" (locally ap-
proved) carriers. These admitted
carriers are either companies set
up in each country by U.S. insur-
ers such as AIU or AFIA or car-

riers owned and run by local peo-
ple.

The IRS ruling, handed down
in the mid- 19505, held that U.S.
corporations couldn't get a tax
deduction for paying the insur-
ance premiums of their overseas
subsidiaries, and that loss pay-
ments paid to the parent company
must be treated as income to the

parent.
The ruling had the effect of

pushing U.S. brokers into setting
up operations in countries around
the world to service the foreign
subsidiaries of their U.S. custom-

ers. The brokers paid the premi-
ums to the admitted carriers in

behalf of the overseas subsidiary,
and loss payments went directly to

Continued on page 40



Britons laud American
management of risks

LONDON-Praise for American
concepts of risk management was
given by top speakers when shop-
lifting losses of $750 million an-
nually in British department stores
were revealed to a crime-preven-
tion seminar at Cambridge Uni-
versity.

British government delegate
Elystan Morgan, whose depart-
ment helps to control Scotland
Yard, told the audience:

"The concept of risk manage-
ment has existed for some time in

North America, and it is making
some headway in Britain. But we .
in Britain are not moving fast
enough, for so far in this country
it is seldom that insurance and
security are linked in the chain of
organizational responsibility.

"THE OBJECTIVES of insur-
ance and security are in the final
analysis the same. The first objec-
tive must be to eliminate risk, and
then to have recourse to insur-
ance.

"If you get your priorities right,
you might find that not· only do
you reduce losses, but you also,
reduce the cost of protection."

Mr. Morgan criticised British
firms for giving only limited or
haphazard support to crime pre-
vention. He said that even after
his own top minister, Mr. James
Callaghan, who as home secretary
supervises Scotland Yard, had ap-
pealed for support from manage-
ments, there still remained much
to be done. Crime in Britain had
doubled in the past ten years.

He told the conference: "Shop-
lifting is by far the most serious
source of loss to retailers, particu-

Labor calls

IRS proposal
.

restrictive
WASHINGTON-The AFL-CIO

told the Internal Revenue Service
that a series of tax rules it pro-
poses would "severely restrict"
union negotiated, multi-employer
health and welfare plans.

The IRS regulations would alter
the code to waive tax exemption
on union health and welfare ben-
efits and employe beneficiary as-
sociations.

Bert Seidman, AFL-CIO direc-
tor of social security, charged that
the proposals could destroy some
funds, eliminate benefits under
others and disrupt collective bar-
gaining.

ONE IRS proposal, Mr Seid-
man charged, would limit tax ex-
emption to life, sickness, accident or
other benefits that are intended to
safeguard or improve health or
protect against the possibility of
reducing earning power.

This would make union negoti-
ated benefits such as scholarships,
automobile insurance, day care
centers and jobless benefits taxa-
ble, he said. He contended that
such a limitation is "contrary to
the approach taken by Congress
in tax legislation" as well as IRS
rulings over the years.

He also criticized a proposed
change that would define an asso-
ciation of employes qualifying ·as
tax exempt as a unit whose em-
ployes are members of a common
working unit. This would endan-
ger a fund formed by several un-
ions for a variety of workers, Mr.
Seidman contended.

And, he said, proposed IRS
changes appear to narrow the
definitions of employe and income
and endanger funds that cover
apprentices. •

larly in supermarkets and depart-
ment stores. The tragedy is that it
has eorne to be accepted as an
inevitable overhead, and few re-
tailers do very much to prevent it.

"MUCH THEFT of this kind

can be prevented by supervision,
and by a thorough check of all
employes and applicants for em-
ployment.

"For dishonest employes can
'fiddle the till' by recording less
than the amount received from a
customer. Undercharging relatives
and friends is not unknown, and
in some cases there is complicity
with shoplifters."

Dealing with retail shops that
also lost another $300 million an-
nually by direct thefts by crimi-
nals, he asserted that some firms

suffered as much as 3 % of turn-
over affected in this way. Nonadmitted

Mr. Morgan, who was address-
ing industrial and commercial
lawyers, said:

"UNDERWRITERS are increas-
ingly setting minimum security
standards as a condition of insur-
ance. Companies are therefore
being forced to take some security
measures. Moreover, premiums
are fixed to reflect the amount of
losses by theft sustained by com-
panies. Eventually it may become
cheaper, and it is certainly far
more effective, for companies to
improve security than to pay in-
creased premiums."

After dealing with this overall
$1 billion crime wave, Mr. Mor-
gan, who is a ministerial adviser
to Prime Minister Harold Wilson

on police matters, praised the
forceful American method of law
and order as opposed to less-vig-
orous British approaches to the
problern. •

Continued from page 29
fected by the large volume buying
of his firm's domestic operation.
"Now, it'ss mostly on an individual
country basis and in some cases
group life and/or medical cover-
age are attached to the pension."

Pensions present another major
area of concern. "We're constantly
evaluating pension plans. We find
that the interest assumptions, em-
ploye turnover rates and actuarial
assumptions tend to inflate, and
we end up paying on the basis of
conditions existing three years
ago, which means that we're ov-
erpaying. This is especially true
in Europe where actuarial evalua-
tions, unless requested, are not
completed annually."

For instance, his firm found it-
self making pension contributions
on the basis of 944% of salary at
one location. Employe turnover
and investment yield percentages

used were investigated and after
consultation with the actuary the
cornpany reduced its annual con-
tribution to 534% of salaries. On
the basis of the lower figure the
company was able to reduce pay-
rnents by sorne $61,000 a year in
the United Kingdom alone.

"We found ourselves accruing a
large amount of funds for people
who were not staying with our
company," he explained.

Also, he said, his firm was get-
ting a 4% interest on its pension
money when it should have been
receiving a 5.5% rate of return. In
addition, too large a portion of the
fund was tied up in fixed income
investments, and the fund is now
moving toward an emphasis on
more common stock, or invest-
ments convertible into equity. •

Bank promotes Pettey
Michael G. Pettey has been

named associate trust officer of
Texas Bank & Trust Co. of Dal-
las.

Unlike angthing
else in the world.
The John Hancock
International Group
Program.

IGP-the only international
insurance service that offers both

One-stop buying for all your foreign employee benefit needs
with a master cover contract and centralized supervision of your
entire program, and
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world's leading insurance companies in association with
John Hancock.

Ask your broker about John Hancock's IGP, or call Lou Kuhn
at our Home Office in Boston, (617) 421-2168.
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HancocK International Group Program
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Bahamas . .
Continued #om page 25
balance seem to have greater po-
tential for the parent of a captive
insurance company."

The International Development
and Investment Group Ltd., Nas-
sau, an international firm incor-
porated in the Bah a mas and
staffed and operated by Ameri-
cans, is an example. IDI is the
parent of C&I Girdler and other
subsidiaries in the fertilizer, con-
struction and related industries.

While the insurance act was
being discussed in the legislature
last year, the company dropped
the word "insurance" from its
corporate name, and stopped of-
fering insurance coverage as part
cf its fertilizer-construction pack-
age.

"WE WEREN'T doing anything
wrong-we just didn't feel it was
anybody's business who we were
doing business with or how much
money we were making," a com-
pany spokesman said. The compa-

ny does not do any business in the
Bahamas, and the insurance serv-
ice was a minor part of its opera-
tion.

IDI no longer offers insurance
protection with its services. In a
limited number of cases the com-
pany acts as broker in insurance
transactions and accepts commis-
sions for these services through
its Bermuda office.

The Mobil Oil Corp. completed
arrangements to close down the
General Overseas Insurance Corp.,
its Nassau subsidiary, in March,
1968, several months before the
legislation-long in the discussion
stage-won approval.

HOWEVER, a Mobil lawyer
said the company left for "private
business reasons" and that any
connection between the move and
the insurance legislation was "in-
ference."

Crucible Steel closed down its
captive Southeast Casualty Co.,
Ltd., Nassau, last January, shortly
after the steel company was taken
over by Colt Industries. The cap-
tive had been used to insure the

'.

company's domestic and overseas
property risks.

The Seven Seas Insurance Co.,
a Nassau captive that Schenley
established several years ago but
never activated, was recently liq-
uidated.

One insurance manager who
works for a major company with
a captive in Nassau said that with
the black-white relationship what
it is, "you're treading on difficult
ground " He said that his company
had been planning to ecnsolidate
its Bahama captive with others
the corporation runs seven years
before the government changed
hands, and he stressed that the
money has "nothing to do with the
political situation there."

STANDARD OIL of New Jer-
sey's Whitestone Insurance Co.,
Imperial Casualty Co., an inde-
pender_tly run railroad pool, and
Seagram Distillers Co.'s Gulf-
stream are among the captives re-
maining in the Baharnas.

But in the judgment of one
consultant in the captive area,
"all" companies with captives in

t /*ST,
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the Bahamas are reappraising po-
sitions and "in this kind of situa-
tion it's difficult to say what will
happen from one day to the
next."

The reluctance to disclose in-

formation considered privileged,
the fear of increasing regulation
of business activities, the uncer-
tainty over the political course of
the colony, and above all the
specter of forced local investment
or outright taxation are driving
the companies out.

The captive insurance company
has numerous advantages for the
parent able to sustain it. It can
charge lower premiums because
it does not pay for advertising,
salesmen or certain other person-
nel. It can coordinate internation-
al insurance and assume risks dif-
ficult to place in the world mar-
ket.

BUT ALTHOUGH tax and in-
surance experts advise that a cap-
tive should not be formed for the
purpose of creating an artificial
tax advantage, the decision to set
up the captive outside U.S. bor-
ders is normally a tax decision.

The parent company can, to be-
gin with, write off all premiums
paid to its captive as a tax deduc-
tion.

The captive can also invest its
capital and reserves tax free over-
seas. A captive could also use its
reserves to build a factory or buy
a ship independently and lease it
to the parent for additional tax
free income.

This is often easy to do, since
reserve requirements in the off-
shore locale are normally minimal
or nonexistent. Bermuda requires
$14,000 in reserves. The Bahamas
required none before the insur-
ance act, and now asks $300,000
for an insurer doing a life busi-
ness, and $140,000 or 20% of an-
nual premium income, whichever
is greater, for insurance business
other than life.

IN ADDITION, the captive's
profits from the insurance or re-
insurance of foreign risks are free
of U.S. taxes until a time when
they are repatriated-if ever-so
long as no more than 5% of the
annual premiums are from U.S.

You're sure 1

risks. The same is true of invest-
ment portfolio inedme from reasdn-
able unearned premiums and re-
serves.

The point was established by
the U.S. Revenue Act of 1962,
which for the first time set offi-
cial ground rules for the tax treat-
ment of offshore captives. The
Revenue Act in effect wiped out
the tax advantage of offshore cap-
tives writing domestic risks, while
retaining it for captive with 95%
of premiums coming from foreign
risks.

The Revenue Act of 1962 re-
sulted in the weeding out of off-
shore captives insuring risks in
the U.S., and the current situa-
tion where the major share of
offshore captives are primarily
foreign risk vehicles.

In the Bahamas, an officer of a
British-run local trust company
managing enterprises from cap-
tive insurance companies to mu-
tual funds and multi-national cor-
porations, recalls that the flight of
American businesses in the wake
of the Revenue Act was emphatic.

"THE AMENDMENTS became

effective in December, 1962," he
said, "and over the course of a
year the number of companies
leaving the colony had quite a
noticeable effect," he said. Joining
the exodus were such firms as
offshore trading and shipping
concerns and undeveloped Country
corporations. The tie-in between
taxes and offshore subsidiaries is
never far.

Government officials in the Ba-
hamas are slow to admit that cer-
tain provisions of the insurance
act are driving legitimate captive
and other insurance companies
from the islands or that the legis-
lation might foreshadow further
controls waiting in the wings.

Three of Canada's largest life
insurance companies closed down
their local sales operations almost
simultaneously last January, less
than three weeks after the insur-
ance act passed the Bahamian
senate to become law.

The three-North American Life
Assurance, Sun Life Assurance and
Manufacturers Life Insurance-

Continued on page 43
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Bahamas...
Continued from page 42

"circumstances beyond
trol."

our con-

THE NASSAU Tribune, how-
ever, reported that a prime factor
in the pull-out was the fear that
government might take steps to
freeze their assets in a general
trend towards forcing greater 10-
cal investment by insurance com-
panies. Trinidad, Barbados and
Guyana have all taken steps to
keep insurance assets within their
own countries.

Liberal party assemblyman Jo-
seph Ford hotly denied the report
in a speech in the house of assem-
bly, holding that the three had
left for private business reasons,
and charging that the newspaper
was "hell-bent on destroying con-
fidence in this country."

Finance Minister Carlton Fran-
eis at the same session said he
had written to the three Canadian

firms to find out why they had
decided to close their operations
in the Bahamas and would shortly
inform the assembly members of
their replies. He has not yet done
SO.

While the insurance act makes

no reference to a curb on the flow

of insurance funds in and out of

the country, Senators debating the
measure said that foreign insur-
ance companies should feel obliged
to invest in local development proj -
ects, such as low-cost housing.

SENATOR CADWELL Arm-

brister, chairman of the housing
commission, said in debate that
insurance companies - had been
asked to invest in government
housing schemes, but only two
were doing so. "They make their
money from people of this coun-
try and still they are not prepared
to put any back into this coun-
try," he charged.

Senator Kendal Isaacs said in

support that "insurance compa-
nies should contribute some to-

ward the economic development
of the country and also toward
raising the standard of living."

Liberal party assemblyman
Maurice Moore, active in the de-
bate on the measure, in response
to a question on the possibility of
government making local invest-
ment obligatory, told Business In-
surance that "the government in
my opinion will do no such thing."

He added that it was likely that
the government would continue to
encourage foreign insurance com-
panies to elect to invest in local
development.

JOHN R. Coddrington, the
British permanent secretary of
the ministry of finance, told Bltsi-
ness Insurance that the insurance

act was essentially a sequel to
similar legislation in the banking
and finance area passed in 1965
and a move that might have been
expected whether or not the gov-
ernment had changed hands.

"The Banks and Trusts Act was

a great success," Mr. Coddrington
said. "In two and a 'half years the
government cleaned up the bank-
ing industry in the colony."

Although there is "not quite the
same undesirable business going
on" in insurance, Mr. Coddrington
said, the experience with scandals
and the absence of effective con-
trols over the industry prompted
government action. He noted that
some operators had moved out of
banking and into insurance.

The insurance act was carefully
developed after consultation with
experts in the U.S. and the Unit-
ed Kingdom and insurance inter-
ests in the Bahamas, and has been
welcomed by the local insurance
industry, the official asserted.

THERE IS NO reason for the

legislation to discourage legiti-

mate enterprises, he maintained,
or any but those suspect compa-
nies it was designed to eliminate.
"If they move out now we might
suspect there is something funny
going on," he said.

Labor leader Randol Fawkes,
fornner minister of labor and

commerce who had a major hand
in writing the bill and seeing it
through the legislature, tells of
one ring that wculd check into a
local hotel and stay only long
enough to collect premiums. The
government has a thick file of
many others, he told Business In-
surance.

Locally-incorporated insurance
companies have used the Baha-
mas as a base for setting up sub-
scription or other insurance oper-
ations to fraudulently collect prem-
iums by mail from the United
States, Canada and Great Britain.

Another in a long line of fraud
cases erupted late in May when
the Trans-Continental Insurance
Co., Nassau, came under fire from

Florida insurance officials for al-

legedly raking in hundreds of

thousands of dollars in deposits for

mortgage loans from all over the

U.S. and then failing to come up

with any loans.
The fact that the islands' insur-

ance industry is long overdue for
a clean-out is well documented but

it is also clear that many respected
insurance companies find the insur-
ance act or its implications unpal-
atable and are pulling up stakes for
less regulation-minded areas.

Last month, Charles A. Donald-
son, a native Bahamian, was
named to the newly created post
of registrar of insurance compa-
nies and is now preparing the
regulations to govern the new in-
surance act.

The impact of the act on the
local captive community should
be seen then as its provisions be-
gin to take effect and, presuma-
bly, the identity of the captives
staying on become public record. •

California law would curb

medical malpractice suits
SACRAl\(IENTO, Cal.-Insurance

companies specializing in medical
malpractice insurance will rest a
b i t easier when Gov. Ronald

Reagan, as he is expected to
do, signs a controversial bill just
adopted by the legislature which
makes it more difficult to sue doc-

tors and other members of the

medical profession for malprac-
tice.

The measure was introduced by
Assemblyman Victor V. Veysey,

R., Brawley, and was adopted in
spite of a remark by Sen. George
Moscone, D., San Francisco, brand-
ing it "a special interest bill for
two insurance companies."

The new law, once signed by
the governor, will require a per-
son to post a $500 bond before
filing a malpractice suit. Sponsors

said it would slow "filing of nui-
sance suits in which the plaintiff
has no chance of winning.

"MALPRACTICE suits are

causing a steady increase in in-
surance rates," declared Sen. Gor-
don Cologne, Indio Republican,
"and the doctor's cost of· business

is being passed on to patients."
Sen. Moscone replied that "the

real culprit, if there is any culprit,
is that third party that's never
been mentioned at all... the

insurance carrier."

Sen. Moscone said there are

only two insurance companies in

the U. S. handling malpractice in-
surance. He added that last year
U. S. doctors paid out $75 million
in premiums, while malpractice a-
wards totaled only $18 million. •

How to cushion the

money tunCh:

Let AFCO help you
pay insurance
premiums by
installments.

Credit has never been so tight in the history of
this country. (As if you didn't know.) But there's no
tightness at AFCO.

AFCO's extra line of credit will help you free up
working capital. AFCO will pay those heavyweight
insurance premiums.

Then you repay AFCO in installrrients monthly.
That's much easier to bear. So are our low
interest rates.

Ask your insurance agent or broker forthe simple
details. You and your company will breathe
more easily.

NEW YORK: 108 JOHN STREET, NEW YORK 10038
ATLANTA BALTIMORE BOSTON CHICAGO

EAST ORANGE KANSAS CITY LOS ANGELES

MIAMI NEW YORK SAN FRANCISCO SEATTLE



1'*/ UU©.4566 Aw.i Un.., /.UEUD. 10, 17.9

Agents review risk handling
services for small companies

SUNNYVALE, CAL. - Risk
management applied to the small
and medium-sized risk, was the
topic covered here by a technical
seminar sponsored by the Inde-
pendent Insurance Agents Assn.
of California.

A discussion panel was headec
by Lee Fisher, Walnut Creek
agent. Panel members were Ray

Summers, insurance manager a:
San Francisco for Fibreboarc

Products, and Donn MeVeigh.
Warren, MeVeigh & Associates,
also of San Francisco.

Consensus was that the small-

and medium-sized risk "does no:

justify the full-time assignmen:
of a risk manager . . therefore

the agent can render his greates.
service in this area, by acting as

./

the risk manager for companies

facing hazards in this category."
Mr. Summers, a former agent,

indicated that ever- a company as
large as Fibreboard "certainly
would consider giving an agent
at least a portion of its business
if the agent has a real contribu-
tion to offer.

"TO QUALIFY for such con-
sideratbr. by the larger compa-
nies," Mr. Summers said. "the
agent should always familiarize
himself thoroughly with the
business of the company he may
be interested in."

Mr. Summers and Mr. Mc-

Veigh agreed that "the agent in-
terested in assuming the role of
risk manager must become con-
sumer oriented rather than per-

The good life
Reliance's Execut re-Professional Security Plan

is for people wh= work hard to enjoy "the good life.

For they are the ones who most need

the Plan's extra liajility protection

up to a million do;lars or more.

Ask your indeperdent Reliance agent about it.

7.r

ils oriented.

„ He must be as much inter-

ested," Mr. MeVeigh said, "in
those exposures of his ilient which
are Lninsurable as those which are

insuralie."

BOTH PANEL members also

agreed :he agent "must be pre-
pared to assist his client in risk
reducticn, the assumption of risk
and the self-insurance of risk."

Mr. Frsher, as modera:or, point-

ed out that agents, "instead of being

salesmen attempting to get cli-
ents to add more and more cov-

erage might well urge their eli-
ents to consider assuming the
risk on some items which the

agent may previously have been
selling insurance on:

Mr. MeVeigh added that "for eli-

ents with personal umbrella cov-
erage, agents might find it desir-
able to urge their clients to con-
sider assuming for themselves
the inital layer of fi re legal lia-
bilitv exposure." •

f
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Study...
Continued from page 35
• A $400 charter fare insurance,
if the student is sick or unable to

depart on the date of the charter
flight.

THE CATASTROPHE limit for

combined claims in any one acci-
dent is $3 million.

The insurance protection is
automatically included in the cost
of tuition. The league itself only
undertakes to purchase the insur-
ance and will not pay for or guar-

antee any losses not covered by
the insurance or represent any
participant in any dispute or ac-
tion against the insurer.

There is at least one counselor

for each 10 students, mostly high
school teachers, who are also
covered by the insurance package.
Counselors, in addition, are cov-
ered by workmen's compensation
insurance for accidents and dis-

ability incurred on the job.
The Foreign Study League pro-

teets itself against liability claims
with a comprehensive general lia-
bilty policy, with a maximum
limit of $1 million, through Trans-
america Insurance Co. It is now

arranging an additional $2 million

umbrella policy with a $10,000
deductible, also through Trans-
arnerica.

THE LIABILITY policy, until

this spring, contained an automat-

ic communist-country exclusion,
according to Lamar Poulton,
Poulton Insurance Agency, Salt
Lake City, the broker for the or-
ganization's insurance transac-
tions.

The communist-country exclu-

sion on liability policies of this
kind is not unusual, Mr. Poulton
explained, since the carriers argue
that they could not defend a claim
if sued in a communist court.

Last spring the liability cover
was extended behind the Iron

Curtain after the Foreign Study
League agreed to assume respon-
sibility for defending any court
action in a communist country,
and Transamerica Insurance

agreed to reimburse the. organiza-
tion for its court costs and pay
any claims resulting from unfa-
vorable court action.

A FOREIGN STUDY League
program in Russian language and
Eastern European culture includes
travel through Moscow, Leningrad,
Prague, Budapest, Cracow, War-
saw and East Berlin.

There were sorne tense mo-

ments last summer when 135 stu-

dents were in Prague during the
Russian occupation of Czechoslo-
vakia, but no harm was done and
there have never been any insur-
ance or other problems in com-
munist countries.

There has never, in fact, been a
major accident or liability claim
in the seven summers the league
has been sponsoring students
abroad. ,
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Continued from page 10

lationship between doctor and pa-
tient. So the doctor and hospital
must remain silent, unless you
give them permission to speak.

But suppose you sue the doctor
or hospital for malpractice. Can
one of the defendents see X-rays
without your permission?

The New York supreme court
has said "yes." By instituting suit,
the plaintiff is deemed to have
waived his privilege against the
examination of these X-rays.
(New York Sup. Ct. Kings Co.
N.Y.L.J. 3/28/69.)

SUPPOSE ONE passenger in an
automobile sues another passen-
ger, charging that he negligently
contributed to the accident. Is the

passenger sued entitled to reim-
bursement from the insurance

company of legal fees incurred in
defending the suit? The driver's
policy contained an omnibus clause
that covered any person "using"
the automobile.

The case arose in New Jersey
and no precedent of any kind was
found. In New Jersey, the stand-
ard under the "omnibus clause" is

Twomey...
Continued from page 45

the subsidiary operations.
But now Mr. Twomey has noted

a trend for U.S. -corporations to
bypass the admitted carrier route
and write most of their foreign
coverage through U.S. channels
-in spite of the possible loss of
tax advantages by having foreign
subsidiaries pay the premiums.

"I see a tremendous upsurge in
nonadmitted insurance, " Mr. Two-

mey said. All the coverage is in
one policy, written in English, and
premiums are paid in dollars.
"You don't fiddle around with 10-

cal policies," he said.

"I REALLY CAN'T explain
why companies are doing it this
way, because I don't know how

they're treating it taxwise," Mr.
Twomey said. "But they're not

just buying insurance any more.
It's a money game now."

Mr. Twomey said it would be
"a tremendous help" if insurance
managers were to alert their un-
derwriters about new overseas

proj ects at the preconstruction
stage. "That way we can get our

engineers in the act" and make
recommendations to lower expo-
sures and insurance rates.

If insurers are brought in early
enough, they might even be able
to cut premiums on the contrac-
tor's all-risk coverage, he said.

What insurers want to know,
Mr. Twomey explained, is infor-
mation such as whether boilers

are housed separately, how many
sources of water are available,
the presence of fire walls, etc. In
some mammoth projects, with
500,000 square feet under one
roof, exposures are so great that
it's next to impossible to complete

the coverage, he warned.

WHILE SOME countries may
give 15% credit on insurance
Rremiums for a single source of
water supply, they give no extra
credits for additional sources of

supply. U.S. insurers, on the other
hand, could give from 40% to
45:% credit for additional water

sources, depending on the risk's
susceptibility to smoke damage,
Mr. Twomey noted.

Nevertheless, he advised that
it's often wise to put in the addi-
tional water supply, even though
the foreign insurer won't give any
premium credit for the move.
"The best adjustment of a loss
still doesn't put the employer
back where he was before the

Loss," Mr. Twomey said. •

prescribed by statute. Under that
standard, "using" the automobile is
not confined to physical operation.
One being driven to his home in
an automobile is making use of or
using the automobile.

The history of the omnibus clause
shows that the word "using" was

inserted to enlarge the scope of the
coverage. The plaintiff passenger
recovered from the insurer. (N. J.
City Ct. Union City Gronquist v.

Transit Casualty Co. 4/16/69.)
***

$20,000 is a lot of money to pay
for a defective toilet seat-but
that is what it cost a Maryland

landlord. Although repeatedly
warned that the seat needed re-

pair, repairs were not made. The
tenant, a woman, fell from the
seat and broke her wrist. The

plaintiff suffered a 25 % perma-
nent disability of her left hand
and a 10% loss of left arm use.

(Sacks v. Pleasant-Maryland Ct
of Appeals. Apr. 2, 1969.)

THERE IS SOME relief here
for the harassed automobile man-
ufacturer. The Federal court in

Louisiana has held that an auto-

mobile manufacturer's design and
use of an ignition lock that a
thief could and did "short" in a

matter of seconds does not render
the manufacturer liable to those

injured by the stolen car.
The court says the manufac-

turer's duty does not extend to
protect the whole world, nor does
it involve all of the risks which

might result in harm.
The decision is based on the

law in Louisiana which refuses to
hold a car owner liable if he

leaves his keys in his car and a
third person is injured. For the
same reason, Louisiana would not
impose a duty to design a theft-
free lock on the manufacturer for

the protection of those who might

be injured by the theft of the car.
(U.S.D.C. E. La. Dean v. Gene,·at

Motors 4/30/69.) •

classified advertising
RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure all cap lines (maximum-two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.

Replies are forwarded daily. Closing deadline. Copy in written form in
Chicago oilice not later than noon, Monday 7 days preceding publication

date. Published every other Monday. Display classiBed takes card rate of
$16.00 per column inch, and card discounts on size and frequency.

Positions Wanted

CORPORATE INSURANCE MANAGER

Position: N.Y., Long Island, Northern
New Jersey area. Heavy commercial
background-willing to assume over-
lapping duties in marketing or sales.

Box 956, ADVERTISING AGE

605 Third Ave., New York, N.Y. 10017
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"See, the Yes Men'said there
was a flaw in it.

Inspecting the apparatus they cover is only part of Mary-
land American General's Boiler and Machinery Insurance
service. And discovering defects is just one result of our
inspection service. It can assist in reducing accidents and
give equipment more service years with less down time.

The "Yes Men" have been protecting everything from
single boiler operations to 300-location corporations since
1898. And this includes some of the giants like Alcoa, Air
Products and Chemicals, Inc. and Baltimore Gas and Elec-

GET

RESULTS

HERE

tric Company, to mention just a few.
Specially trained people analyze yourbusiness needs and

tailor-make your policy for you, not someone else like you.
We feel with this, as with the many other types of insur-

ance available from Maryland American General, that just
paying claims quickly simply can't compete with your hav-
ing fewer claims to make.

Boiler and Machinery Insurance, part of Maryland
American General's total business insurance program.

American General Companies
Baltimore, Maryland • Houston, Texas

Maryland Casualty Company • Americon General Insurance Company · American General Life Insurance CompanyAmerican General Life insurance Company of Delaware • American General Life tnsurance Company of Oklahoma ,¥\
 Assurance Company of America • Hawaiian life Insurance Company, Ltd. • Life and Casualty Insurance Company I

YOUR' /'4**"

of Tennessee • Maine Bonding and Casualty Company · Maryland American General Insurance Company · National V,.„tn/······
Standard Insurance Company • Northern Insurance Company of New York • Patriot Life Insurance Company 0-u-.



Credit test . . .
Continued from page 18
all state insurance commissioners
agree.

Maryland Insurance Commis-

PATCH FLOORS

Magic Floor®patchesfloors,expansion
joints, holesand rutsin oroutof doors.
Requires no drying time. Write on com-
pany letterhead for FREE 2-Gal. Sam-
pie, freight prepaid.

sioner Newton I. Steers said in
favor of the bill that federal
standards are needed to "jack up"
existing regulations in some states
and protect consumer in others,
like Maryland, which do not con-
trol credit life rates.

SEAL ROOFS
Your own plant labor can
spray a waterproof shield
overyourweatherworn roof.
Reduce labor costs. Use Ran-
co Roof Spray Equipment
(value $1,081.50) FREE OF
CHARGE for application of
material. Writeoncompany
letterhead for FREE 40-
page Ranco Roofing and
Maintenance Catalog.

KILL WEEDS 
Nevrgreen® is a fast-
acting, total weed killer for ' ,»gr ff'-A- »'·
eliminating unwanted and U'4,e'.4 5... w - 4/1
unsightly vegetation. It is i «-4easy to use. Just spread the . - 1
dry material, rain will acti-
vate.ORDERTODAY: FREE :, 0-3
$16.95 Spreader with two
550-lb. drums at 520 per . '5 7
lb.; 125-lb. drums at 56¢ ¥ /
per lb. K-

SET BOLTS

Set anchor bolts permanently in 30
minutes with Ranco's Bolt Anchor®.
Avoid costly downtime with plant ma-
chinery. Write on company letterhead
tor FREE 2-Gal. Sample, freight pre-
paid.

RANCO INDUSTRIAL PRODUCTS CORP.
Union Avenue, Cleveland, Ohio 13271

Mr. Steers held that the prevail-
ing premium charged for credit
life insurance in Maryland of $1
per $100 of debt resulted in an
estimated $1.5 million in "exces-
sive charges" each year.

Former Vermont insurance
commissioner James Hunt argued
that a reverse price competition
prevails in credit insurance trans-
actions. The higher the premium,
the higner the commission the
lender or retailer receives from
the insurance company, he said.
Previous testimony had stated
that many established insurers
had pri 2ed themselves out of the
credit insurance market with low
premiums, and that the share of
the market going to well-estab-
lished firms had declined in re-
cent years.

ON THE OTHER side, banking,
finance and credit interests have
called the rate limits federal
"price fixing," argued that the
states have been doir-g a credita-
ble regulatory job and in one case
held that the "entire meaning of
the Federal-state relationship is in
dire jeopardy if further encroach-
ment at the Federal level is to
take place."

Char.es V. Walsh, appearing for
the Insurance Beneficial Manage-
ment Corp., Morristown, N.J., told
the subcommittee that the pro-
posed controls would be similar to
those of the office of price admin-
istration in World War II.

Max A. Denney, exec vp of
American Industrial Bankers
Assn., an association of companies
extend.ng cash and sales credit,
also called the proposed measure
"price-fixing" and argued that
Federal rgulation of the industry

WE KNOW A THING OR TWO

-   .+ r
rv.5 :r

. 7."I

ABOUT MARINE INSURANCE

Whether it's hull, cargo or inland marine
ourspecialized personnel, who know all
the insandoutsof the coverage available,
can cope with just about any exposure
you may encounter. Our overall marine
experience and exceptional facilities are
the answer to any protection problem,
large or small.

TALBOT, BIRD & CO., INC.
156 William Street. New York, N. Y. 10038

NORTHWESTERN NATIONAL GROUP OF INSURANCE COMPANIES
EAGLE STAR INSURANCE CO.. LTD.

CALEDONIAN INSURANCE COMPANY

FEDERATION INSURANCE COMPANY

ADIVISION OFNN CORPORATION

was already provided by the
truth-in-lending act.

The truth-in-lending act, which
went into effect last month, re-
quires that the cost of insurance
and all other costs be itemized
and disclosed before a loan is

made, and states that credit life,
health and accident insurance
cannot be required by the lender.

HOWEVER, AFL-CIO's An-
drew Biemiller, said in a state-
ment submitted to the subcom-

mittee that "lenders have taken
unfair advantage of the fact that
borrowers are unlikely to chal-
lenge the cost of the credit insur-
ance, which often seems small in
comparison with the other charges
loaded in the contract."

Other witnesses had submitted
case study material showing that
in one test area lenders and credi-

tors had managed to sell credit
insurance on 97% of transactions,
while in another area 100% mar-
ket penetration had been achieved.

Banking, finance and credit wit-
nesses have urged that regulation
remain with the states. Household
Finance Corp. assistant controller
Richard L. Berker testified that

his concern believed regulation of
credit insurance "can best be left

to the states."

J. Edward Day, representing
Bankers National Life Insurance
Co., of which Beneficial Finance
Co. is a subsidiary, testified that
"Federal regulation of credit life
and credit accident and health in-
surance is not needed, since the
states are active in providing the
necessary regulation."

But how far have the states

actually gone in regulating credit
insurance rates? In 31 states, in-
surers nnay charge 75¢ or rnore
per $100 of debt for credit life
insurance, while in 18 of those
states they are permitted as high
as $1 for each $100 of debt. m

Schroder is president
Charles J. Schroder, insurance

been elected president of the New
York chapter of the American So-

shire, Bangor Punta Corp., 1st vp

Co., 2nd vp; William F. Quinn Jr.

sity, secretary.

carbon dioxide
fireextinguishing
systems and
equipment
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ANOTMERCHEMETRONPROOUCT

How to take care

of the"hot spots"that
could put you

out of business
Every plant has vital areas that can be put out of action
by fire, thus interrupting production and causing you seri-
ous losses. Cardox engineers have developed several
good answers to this problem. Write on your business
letterhead-or just use the coupon-for this free booklet
which contains their suggestions. CARDOX, Division of
Chemetron Corporation, 840 N. Michigan Ave., Chicago,
Illinois 60611

SEND THIS COUPON TO:

CARDOX DIVISION OF CHEMETRON CORPORATION
840 N. Michigan Avenue, Chicago, Illinois 60611

Please rush my free copy of Folio 1 -1, which explains how
Cardox takes care of "hot spots."
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66Hello,Front Desk?
You'vegivenmethekeys

to the wrong wife:'
A myopic desk clerk hands Staff Sergeant Andrews the

keys to Master Sergeant Andrews' room. The staff sergeant
walks in on the master sergeant's wife.

Enter the master sergeant. Exit everybody's cool.

Except maybe yours, gentle reader. Because it's not your
hotel. And it's not your wife.

It's only your insurance company.

But if the company that insures you is the kind of company
that always bails out its policyholders with money, you don't even
have an insurance company. All you've really got is a policy. A
very expensive policy. Because somebody (meaning everybody)
has to pay for all those paid-up claims.

Consolidated thinks you deserve more than placated
claimants to show for all those premiums.

Consolidated thinks you deserve a genuine, loss-preventing,
claims-investigating insurance company. A company that
knows when and how to use its ingenuity and when and how
to use its money.

As in the case of Andrews vs. Andrews, when a Consolidated
claims man bargained on the theory that true love could even
avert a possible invasion of privacy suit.

In the hotel when the comedy of errors occurred, he settled
the fracas on the spot by scouting down Staff Sergeant Andrews'
young bride and bringing her to the elder Andrews' room.

Not that all potential claimants are push-overs when it
comes to honeymooners. Not that there's always a claims man on
the scene to save the day. But in the absence of either,
Consolidated's omnipresent loss prevention engineers have been
known to send more than one desk clerk to the eye doctor.

Something to think about if your agent or broker didn't have
the foresight to find you a company instead of just a policy.

Consolidated Insurance Companies
345 Adams Street, Brooklyn, New York

Whenyou need a company.
Not just apolicy.



'*Our
business insurance

isit immune
to the

generation gap.

/EI--0 With the world moving
.EE!98= as fast as it is, yester
day's answers don't
always bridge the gap.

That's where Allstate

can help, with a tuned-
in new way of looking
at your business
insurance.

Allstate sells just about
all of the kinds of insurance

your company needs.
After a few short years of

staffing up, we're ready to

Allstate Insurance Company

tackle any problem you can
throw at us-however big.

Our men are

specialists. Handpicked.
Experienced.Valuable.

Just maverick

enough to bring you a
fresh and helpful point

of view. And probably able
to save you money in the
bargain.

It will pay you to talk to
Allstate. Call us, won't you ?
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