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for buyers of employe, property and liability protection

Metropolitan
sets up world
benefits plan

NEW YORK-Recognizing a
real demand to set up interna-
tional group benefit programs
for domestic clients, the Metro-
politan Life Insurance Co. has
entered the international scene
through a reinsurance approach.

Metropolitan's program is
worldwide and concentrates on
group life, medical and pension
plans. Marvin I. Crystal, director
of international insurance, said a
"whole range of benefits" are
available and listed such benefits
as medical, major medical, long
term disability, accidental death
and dismemberment, accident
and sickness benefits where they
apply, group life and pension.

He mentioned that a number
of programs have been set up in

Hong#ong, Turkey, Mexico and

spical Caribbean countries.
Because of the language barri-
ers and the variations in customs
and traditions, laws and social
security regulations, the insurer
recommends to clients that sepa-
rate employe benefit programs be
written for each country.
Through the International
Group Service of the Swiss Rein-
surance Co., according to Gilbert
WV. Fitzhugh, Metropolitan's
board chairman, working agree-
ments are now being arranged
with a number of insurance com-
panies, most of them in Europe.
Similar arrangements will be
made in the future with compa-
nies in other areas of the world.
He described the reinsurer as
"the world's largest reinsurance
with financial

company and

working relationships with com-
panies throughout the world.”
Metropolitan is also working
toward portability of pension
plans, said Mr. Crystal.
Claims will be handled by 10-
cal insurance companies but

Metropolitan will provide its cli-
ents with summarized details of
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Airlines near

pact on captive

SAN FRANCISCO-The air-
line industry, after a two-day
meeting here this month, is mov-
ing into the final stages of setting
up a captive insurance operation.

"We're all optimistic,” said one
airline insurance manager. "If
there were any dissension, we
would have closed up shop right
there, but everyone showed the
greatest amount of cooperation.”

The next step is to hammer out
a program which encompasses
the needs of both big and small
lines throughout the world. -
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Two uninsured Navy gunboats, valued at $1,700,000, were lost in this
blaze that swept through the Tideflats industrial area in Tacoma, Wash. The
$2,250,000 fire destroyed most of the Tacoma Boatbuilding Co.'s large
assembly building, according to Frank H. Jacobs, manager of the city's
General Adiustment Bureau. Losses to the building and equipment were

covered by a dozen insurers.

Wide World photo

'Insiders’' case doesn't

iInvolve liability cover

NEVWV YORK-Texas Gulf Sul-
phur Co. was not protected by
officers and directors liability
insurance against a decision
handed down by a Federal ap-
peals court last week.

The court ruled that employes
of the corporation were guilty of
using inside information on a
mineral discovery to make a
profit in the stock market. "No
other coverage is in force that
would give protection in this
case," an industry source told
Business Insurance.

The court ruled that "anyone
in possession of material inside
information is an insider, and
must either tell everyone about
it, or refrain from trading in or
recommending the securities
concerned while such inside in-

formation remains undisclosed.”

HIGH-RANKING officers at
Texas Gulf are alleged to have
bought company stock at prices
ranging between $18 and $30 a
share before disclosing to the
public that a rich ore discovery
had been made in Canada. Sub-
sequently, the stock rose to near-
ly $160 during the next three
vears.

The decision is expected to re-
sult in giving impetus to about 20
stockholder suits which are cur-
rently pending against Texas
Gulf and its officers and direc-
tors.

Directors and officers liability
insurance is protection against
executive malpractice, and cov-
ers the personal liabilities of di-
rectors and officers for damages,
as well as for the expense of a
claim which alleges that a
"wrongful act" occurred. The
company is also covered to the
extent that it reimburses the di-

However, an authority on this
type of insurance questioned
whether Texas Gulf would have
been protected in the "insider”

case-even if a policy had been
in force.

"LIABILITY incurred as a re-
sult of dishonesty is excluded,”
he pointed out, "and so is liability
for unjust enrichment.” In addi-
tion, personal profit or advan-
tage which is not shared equally
by other stockholders is also ex-
cluded-"which seems to be the
whole crux of this case.™

In other words, it was ex-
plained, the coverage does not
protect directors or officers for
legal consequences of actual
fraud but only for negligence. As
far as securities are concerned,
any judgment which shows that
the insureds were actually guilty

Continued on page 2

Red China makes a

'revolutionary move'
on trade insurance

HONG KONG-Red China,
because of its sympathies with
"revolutionary struggles"”
throughout the world, has
instructed its trading compa-
nies to stop insuring their ex-
port to the West against
strikes, riots and civil com-
motions.

Companies trading with
China have received a stan-
dard letter in the past few
days informing them of this

decision and stating the rea-
son for it.

The Chinese decision leaves
it up to importers to take out
insurance against riots on im-
ports from China.

City insurance .... ...page 6
MER/29 tragedy ..... page 9
Buyout problems ..... page 11

CGL unit 'devil's

advocate' ....... page 18
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Overseas risks made

difficult by inf/ation and

/ack of communication

NEW YORK-Insurance managers with overseas responsibilities

consider lack of effective communication their major problem, and

they believe the most effective way of overcoming this disadvantage

is with on-the-spot inspections.
As William D. Smith, vp of in-
surance of Gulf + Western In-
dustries, puts it, "If you're going
to handle a foreign insurance de-
partment and communicate ef-
fectively, you've got to make an
overseas trip and go to the site
in question-letters won't do it.”
This is the only way to guar-
antee that corporate philosophy
is understood, Mr. Smith feels,
"and while the cost of the trip
may take some justifying, in the
long run it's a false economy not
it
A root problem in the field of

to make matically
foreign country employe benefit
plans is the lack of up-to-date
facts, according to Robert Mc-
Phail, manager of employe bene-
fit plans at the Quaker Oats Co.
"Within one day | can find out
what the top 100 companies in
the states are doing in a certain
area," he said, but that is not
generally the case in interna-
tional operations. - -

Besides the easy exchange of
information between companies,
Mr. MePhail pointed out, benefit
managers in the U.S. have the
help of a great number of associ-
ations. In Europe, this informa-
tion is not as readily available-
companies don't exchange it as
freely as here.

BECAUSE IT IS hard to evalu-
ate the trends in foreign coun-
tries, Mr. MePhail continued, it
isn't easy to decide if a request
for a specific improvement is
really made to help a company
stay competitive.

"The impact of inftationary
pressures, particularly in Eng-
land and other European coun-
tries, has eroded pension benefits
for retired employes and has
created a problem that compa-
nies must consider,” he contin-
ued.

"In general,” he said, "it is
very difficult to provide U.S.
benefit levels to international

subsidiaries. A far wiser course

is to provide levels that are com-
petitive in each particular coun-
try.”

Quaker Oats has business in-
volvements in Latin and South
America, Mexico, Belgium, Eng-
land, the Netherlands and Au-
stralia. Mr. MePhail added that
the best approach to fully under-
standing the trends in each coun-
try is to actually make a visit
rather than depend on overall
surveys and reports that are now

Avmilnhle "CrAnNnt nric:frece An.M.

ever, has been made:" he con-
cluded, 'in the past few years in
more up-to-date survey material
being available."

ANOTHER HEADACHE, ae-
cording to the employe benefits
manager of a U.S. corporation
employing 10,000 overseas people
at 26 plant locations, "is the lack
of quallified personnel to admin-
ister a program.”

It's "dangerous" to assume
that U.S. practices can auto-

be transferred abroad,

he continued, "and you also must
get to know the economy of the
country you're dealing with."”
This point was emphasized by
Carlos Michaelson-Terry of
Towers, Perrin, Foster & Crosby,
who said that "many pension
and accounting terms used in the
U.S. simply have no meaning or
cannot be translated into an-
other language.” In his opinion,
this is one of the first problems to

be overcome in an overseas op-
eration.

Local conditions often modify
a company's insurance require-
ments. Caterpillar Tractor Co.,
for example, has found that in
Brazil, which has socialized med-
ical benefits, a local clinic and a
company doctor administer med-

ical treatment for employes’
minor illnesses better than a

government facility.
Ralph F. White, insurance

Continued on page 2

Business insurance
international

News articles and features
on the increasingly important
international insurance scene
highlight this issue of Business
Insurance. A wide range of in-
formation on international in-
surance programs and prob-
lems will be found on Pages 23
to 37. Many of the articles
were developed by Senior Ed-
itor William Guest during a
recent trip through Europe;
other stories were written by
Business Insurance staff writ-
ers and guest columnists. Be
sure to see special interna-
tional features in the regular
Business Insurance/Perspec-
tive pages 15 and 16.
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Self-insurance for fleets might
result from no-fault plan: Bland

KANSAS CITY-If the com-
ing evolution in automotive in-
surance goes the whole way to
no-fault compulsory first-party
insurance, "it is quite likely that
most major corporate programs
would become self-insured,"” ac-
cording to the risk manager for a
firm with about 1,000 vehicles.

R. W. Bland, risk manager for
Panhandle Eastern Pipe Line Co.
here, told Business Insurance
that his company , carries no
physical damage insurance on
the "How-

units themselves.

ever," he said, "the liability in-
surance premium runs approxi-
mately 11 times the recoveries
efTected from others as a conse-
quence of accidents for which
other parties are clearly liable.”

The risk manager for a com-
pany with one of the largest au-
tomotive fieets in the country
told .Mr. Bland that his ratio of
auto liability premium to recov-

eries is 16 to 1.

A CHANGE TO A no-fault
system, Mr. Bland contended,
would effect a 91 % saving in
present Costs to Panhandle East-
ern and nearly 94% to the other
company referred to.

"From an overall political and
social standpoint this would
seem to have quite an effect on
the economics of the proposed
plans. From the standpoint of the
individual it seems there could
not possibly be any reduction in
cost if the big fleet operators

leave this market and cease to
subsidize an insurance program
at ratios running at least as high
as 16 to 1/' he stated.

“I'm not an attorney and have
absolutely no interest in the
preservation of the tort liability
system for the sake of legal fees
its operation contributes to that
profession.

"YET VWHEN these alternative
programs for no-fault first party
insurance are presented to our
legislatures, how can any consci-
entious risk manager avoid a
blanket endorsement if they pro-
vide an opportunity to reduce
corporate insurance cost by 90%-
plus?"

BONDABILIT Y

Computers do not make even the most modern
company immune to embezzlement. They have,
in fact, been used to perpetrate fraud.

BONDABILITY is required.

immediate claim service... through more than
100 bond-issuing, loss-paying offices throughout

the nation. Backed by financial strength and bond-

ing experience, they assure you of positive protec-

tion in any case of employee dishonesty.

The best systems of internal control, even supple-

mented by independent audit, can only make
employee dishonesty difficult-not impossible.
BONDABILITY still is needed.

Blanket Fidelity Bonds can answer your

requirements... with broad forms, proper limits,

<& 10#3>

mars BONDABILITY
Your local, independent agent or the broker

of your choice can fill you in on all the details

avout () Blanket Fidelity Bonds-and the many

ways they can protect your profits.

UNITED STATES FIRE INSURANCE COMPANY

THE NORTH RIVER INSURANCE comMPANY \L &e/A)
WESTCHESTER FIRE INSURANCE COMPANY \2*-Ar...7

INTERNATIONAL INSURANCE COMPANY 1-

AMERICAN EAGLE LIFE INSURANCE COMPANY

110 WILLIAM ST. - NEW YORK 10038

Insiders ' . ..

Continued from page 1

of active or deliberate dishonesty
is specifically excluded.

"THE TROUBLE WITH this
case," a broker pointed out, "is
that the decision will make any
executive frightened to express
any opinion or give out any in-
formation on his company.”

It will also be harder to pin-
point responsibility under an of-
ficers and directors policy. "Sup-
pose, for example, a corporate
executive gave away informa-
tion at a party and by some
strange line of events ended up
in court. Would liability attach
or would it fall under the dis-
honesty or personal profit exclu-
sions of the policy?"

Texas Gulf is appealing the

Overseas ...

Continued from page 1

manager for property and liabil-
ity, also believes in on-the-spot
assessments, and visits most
large Caterpillar operations at
least once a year.

At Corn Products Co., which
employs some 16,000 people
overseas, of whom only about
120 are U.S. nationals, William R.
Osmun, insurance manager, feels
that it's "impractical"” to give the
same employe benefits to all
overseas personnel.

"In many countries,” Mr.
Osmun points out, "social secu-
rity benefits are quite advanced,
and there's no need to duplicate.”
The Corn Products insurance
executive is also "constantly
traveling"” in order to supervise
and communicate with the 100
branch locations under his juris-
diction.

Some companies have found
that using local domestic insur-
ance companies pays off. Phelps
Dodge International Corp. was
able to lower its fire rates from
about 33% to 19% in Mexico, ac-
cording to F. Brian Harvey, as-
sistant vp. Mr. Harvey advises
buyers to educate themselves
about each market, and negoti-
ate at the local level, in order to
tind adequate coverage at a fair
price.

Charles E. Tosch, vp of John-

decision to the U.S. Supreme
Court.

IN ANOTHER CASE, reflect-
ing on the honesty of a securities
brokerage firm, W. E. Hutton &
Co. last week was ruled liable
for "m aterial misrepresenta-
tions" for the sale seven years
ago of $1,300,000 in oil production
investments to Johns Hopkins
University.

The university invested in 23
oil producing wells in the middle
south, an the basis of purported
engineering studies shown to it
by a Hutton representative.

There is a brokers blanket
bond carried by such firms, it
was explained, but this only cov-
ers against dishonest or fraudu-
lent acts, such as an employe
stealing his employer's money.

Hutton has been ordered to
repay the $1,300,000 but intends
to appeal the decision. -

son & Higgins, also stresses
that local practices must be fol-
lowed when planning interna-
tional employe benefits, "even
though these may be vastly dif-
ferent from the U.S." Mr. Tosch
points out, for example, that
many American companies
abroad provide a death benefit
when there is no real need, "and
even go so far as to provide for
payment in dollars.”

MeGRAW-HILL Inc. is another

company that has found by ex-
perience that all its overseas em-
ployes in 31 countries don't need
the same base benefits. In Eng-
land, points out Alan MacDon-
ald, employe benefits manager,
there is a comprehensive na-
tional health plan available to all
residents, so duplicating this
coverage would be unnecessary.

Most corporate insurance exe-
cutives receive an annual report
from all their overseas opera-
tions summarizing premiaq and
loss experience for the preON)us
year, and also a schedule of in-

surance in force for the current

year.

"These reports,” it was ex-
plained, "allow us to provide
the treasurer with hard figures,
which enable him to understand
our problems. They also help us
decide whether to adopt deduc
tibles on even, in some instances,
to eliminate insurance entirely,

and assume a risk ourselves.” -

are some

Ft \Ln risk managers
1 Tj>*1d better

managers?

We think so. These are the managers who are constantly

improving their company program...

simplifying...

innovating... obtaining more real protection, yet doing it

economically.

The formula of success for many of these alert insurance
managers has included an objective study by Corporate
Policyholders Counsel, Inc. We aren't a market, nor are

I we producers. We are a group of professional insurance
specialists who are well qualified to augment a company
i insurance staff... provide recommendations on questions
that relate to insurance... and to see that these approved

recommendations.are.sueaessullyscariad But. insurance

, management? Let's talk it over. Corporate Policyholders
Counsel, Inc., 20 N. Wacker Drive, Chicago 60606, Phone

Area 312/FR 2-8225.

Send for Brochure CP-68

CORPORATE POLIOYHOLDERS COUNSEL INO.



TPETERSBURG la-. |on ofC arles L Lord. the firm's e Io e wh||e rol
ith a basic msur ectt/ Secr ar an treasdrer e amoun sed
Insuring agains catas ro- S|m y wan ake sure we are sufance, e,g,rg

phe a maJor electronics firm cove

headquartered here finds it nec-
essary to include a variety of

odng?dert'a CAa IMportance at,hgntealgggran,qe Q&Q; Npggt

to ECI 15 1tS p011Cy for service
intersupt o With $5.,000 deduc. ualty, respectively, write these

KctaVE‘THC'seBSa'Bétsrﬁ‘Tﬁtao rrand ife, e pal oy wrien b}y Fae. special caverages, according to

commercial programs last tory stem (M u- Employes testing equipment in

88 nu Isale near $50, - tuaI Insur ncet log
p cron|c tm?uh Cﬂ1 en es e 10 10sS ro uct |||ta aircraft ha_.ye S|m|Iar
é nc includes most o coyers serwc in er- ave coveragn remium

ac ilities 0 fhree divisions ang rupt n I'O ofi- -premises power In (ese cases are On a repo |ng

an afflllated firm in basic policies failure

e St Petersburg division Mr Nolan ponnted out that BECAUSE A COMPANY like

. bus,ness :,Evance, Augus: 26, 1968/3

rlr|]te2f '

iire:EZIEER:ZE.1 &

%@ e gtzoges woetkca an¥ and i Pscﬁedu ﬁpﬁ raﬁ't%rt aowe g)l':lgl often will have equipment
PI’OdUC ommunlca S SYys- |n rrupton W alte b grfgp{gpangegrqné gg}nent
ems and equipment for natlonal duction could be costly

defense and space

Hancock Mutual Insur-

Steers backs
coordination
of benetits

Medical beneflt arra gements
have figured in severance nego-
tiations between company and

work, this property 15 covered
THE COMPANY ALSO car- under a pollcy wrltten by Reli-
A POLI Y HELD BY the nes business |nterr t|on |n ur- adbrg1 Insulrag 1 000
comaoa rpro eC on Inst ance on cegain HQP ers eductid % cdver-
[: rd/ elswr \P a- Whose failyre 1o veI
Sohian ThsUrance Co of Provi-sthadda ol resultmo h@ SO e att, |tg
dence with a $5,000,000 ceilmg loss Appalachian writes this of $500.000 and $1,000,000
25,000 deducti e Thisis,a,, , Because company employes
H?f%rence In-condition poI|cY tre%teﬁt ly,go.overseas esao]emal Fire and rt% amage
for, hvsical dam etham war aréd 10r coverage W €cCifiC g
WEE r’ért‘f 'Iookmgéfgr cover- service of equipment, a spedial for each plant Iocatlon by MF
age on a lot of small claims," travel acmdentp 11C IS provided Mufyal
FX Ialned Wilhs,J olaa as s oven.‘nﬁ:ja plo&/e such mls- .
ant freasurer who handles the slons Travel accident insurance ance Co writes.3 comprehensive
insurance program under d|rec- of $100,000 applies to any such
Blues get displaced
-orkers at Conn. plant
MHaAR'II'EORD CognCectlcutT aqd corr[tpba}nyhs %ffohrts tofeaseI the
edical Service and Connecficut inevitable hards so employe
Blugerrr?gﬁtg oeeﬂ?glf ‘\3/%' i eé?/ 5813 opion toloreysurabnggA E)B}hﬂqz;;g?@z:ﬁg&?glnj
:
mn_ thogéeif;‘rﬁ’t'%gfﬁ?;?g'ggi‘{ ma"UP\/%rtt W&e‘t% am ?rdlnatl n of benefl’gp ovision
\T nouncetlj ateh|nI gl |hnow e|nh included in most
0S ron sn 0 elo IS 0
I S e Sﬁé wou SRR RSl aems
District 26, Interna lonal Assn most of the ployes icies for the same hospital ex-
of Machlnlsts and Aerospace pense
Workers), said he has been in-
formed ths marks the first time
|hédrb

month Mr Steers said that in-

nderwood typewrlter to Iast three to six months
plant were enrolled in a medic Mr Cronin added that em.

ed expenses

PRt i b 45caireme? ARG hae 1% eEahee Ubout somcinaton.fbeng: LU

ly cooperative" in the union's benefits ?ome people,-make a profit ou

New risk consultants to serve
businesses and professions

SAN FRANCISCO-Two new

companies to specialize in con- 1
sultation on insurance risk man-1
agement have been organized

here

everyone

Stating that he has to "keep
the lid on" over-insurance, Mr
Steers pointed out that nobody
would expect to buy two fire pol-
icies on a house, and then collect
in full from both of them, "be-
cause this would encourage peo-
ple to commit arson "

Therefore, he said, the same
principle should be applied to

hospital expenses

tk

M1 «i

Risk Analysis & Research
Corp, with offices at One Mari- : g
time Plaza in the Golden Gate- MeVeigh warren
way, will make studies and place

msurance for business and pro- slltation and will not ngage in in Dallas vandalism

R TR e %t'gpn%ttt”tﬁ"tﬁgh i ARV o

ly was a vp with AIexander & tracts, loss greventlon ﬁlnlgltrarn\ee aids on'se allas scho

éﬁﬁﬁtdg\t\{ onn P V\{J)C S%rlaceﬁces Teasil ol o e knows Lnt' s

ave esta Insurance an
Ilshed Warren MeVelgh & Asso- lerﬂ/?ost recently both men were o
ciates, with offices at the Wharf- with the San Francisco office of (ﬂ)te %

SFheiPrirn will restrict its EBS Management Consultants' stau '0 h'
work to risk management con- Inc

est Ioss was at
Scho re va
P desFro e

B 1°Chicago - SOBTH Canoled areaton adetage pad st tcago

under the fire ohc& %us pth
e pai hicago, II '
Copynght 1968 by Advertising Publications, Inc

coverage on the b

tents

In a statement made this la

being hospitalized, which re- has assumed since it canceIIed |ts
Sults in higher premiums for property insurance in 1

|mffar rd]r]; jgdtaageg%&g i L%%Y%é

Ing's con- manager. s {d that the captlve

Ford's é)lant at Dagenham, England, ts covered to 65% of it, value by
Trans-Global Insurance Ltd a captive insurer set up early this Fear in Ber-
muda to cover Ford Molor Cc 's overseas installaticrs The plant Is repited
to be the world's largest sngle loss exfosure

Ford's captive finds
gaps in reinsurance

DETROIT-Ford Motor Co check on msurance expenses in
has been unable to place more r.& foreign operations Premiums
than half the reinsurance it are EaIC directly to the cap:ive
wanted for ItS off-shore captive, ty Ford's overseas subsidiaries
Trans-Global Insurance Ltd, According to its 1957 anrual
Business Insurance has learned review Fo -d has 54 automobile
from sources outside the com- nanufacturing plants, 31 auto-
pany and had reluctanrly con- motive assembly plants, six trac-
firmed from within tir plants, seven P 711eo-Ford

It is understood that Ford en- manufacturing plants and 34
visioned that the captive would rarts depcts employing 172 050
handle the first $10,000,000 of any rersons overseas
loss, would reinsure in a layer Ford's net property, plant and
from $10,000,000 to $45,[00000 equipment investment overseas
and would retam any loss above titals $1,249,500,000
that

However, in negotiations with ONE REASON Ford may have
reinsurance markets, including  such a lai ge retention,one insur-
some of the carriers that had pri- ance source pointed o Jt, is that
mary coverage before it set up any los s Ford would pay out
Trans-Global, Ford has been able t'zatis non.nsured could be a tax
to get only 50 % of the micdle credit For example, if the com-

er reinsured, sources told Bany's taxes were more than an
usiness Insurance Ford set up
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6ces business

In 1967, Ford's pro:is.on for
L S and loreign inccme taxes
was $41 50) 000 plus $30,000,)00

in deferred taxes

overseas FIS S
sources said

Trans-Global is covering 65% Scars that show
of its Dagenham plant in E

land, reputed to be the "World's in 'birthday suit

Iargest single loss exposure, 50% are now compensable
of its West German operations
DOVEF, Del -Scars visible

and almost all other cverseas
property Some South Ammcan when 2-ad only in :,irthday
properties are not with fhe cap- suit wil 1- ave some piotectic n
tive -workmen's comper:ation-
John Sagan, Ford treasu-er, at accord.r.g to a bill passed by
the time the captive was an- the sta:e senate )
nouneed, said that tne captive Current law provices on y
would prowde business interrup- for compensation when "such
tion and property covei ages and ,disfigurement is visible and
that some of the foreign zarriers offensi ie when the oody is
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Inc(ividualized

Risk Management
PTogr(rnts

for companies

throughout Ohio

Wherever you're located in the Buckeye State, we put
highly personalized and professional Risk Management
assistance at your fingertips. For our brochure - HOW
YOUR BUSINESS CAN BENEFIT FROM PROFESSIONAL RISK

MANAGEMENT - Clip this ad to your letterhead and mail
today.

I KI D I Atkinson-Dauksch Agencies, Inc.
Insurance and Surety Bonds

40 VW. Gay . Columbus. Ohio 43215 - (614)228-5841

washington watch

World watches government role
in shaping benefits in U.S.

WASHINGTON-The fact that any change in the insurance eli-
mate in the United States can hold a wide range of international im-

plications is not hard to understand when we consider the large

export-import trade conducted by the U.S., the vast amounts of

American capital invested abroad, the mounting world insurance

capacity problems and the high degree of foreign travel by U.S.

citizens.

Not so evident in its effect on
the world, but equally impor-
tant, is the change which is de-
veloping in another area of the
U.S. business scene to which

Business Insurance devotes its
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pages-employe benefits.
Specifically, this refers to the
trend toward more Federal con-
trol of private pension plans and
their assets and the increasingly
large role being played in the

overall American retirement

scene by our Social Security

program.

ON JULY 29 Robert S. Lane,
counsel of Mobil Oil Corp., ar-
ranged a meeting in New York
City between some American
pension experts and Sven O.
Hyden, chairman of the board of
Pension Guarantee Mutual In-
surance Co., Stockholm, Sweden.

Surprisingly, one of the num-
ber one concerns of this socialist-
state businessman is whether the
U.S. government is really serious
about a Federal reinsurance pro-
gram for private pensions as
proposed by the administration's
omnibus pension bill this year.

Despite its socialistic govern-
ment, Sweden does have private
pension plans, although they dif-
fer somewhat from American
plans. Mr. Hyden's company is a
private insurance firm estab-
lished by Swedish employes to
guarantee noninsured plans
against losses caused by bank-
ruptcy and his fear of an Amer-
ican move toward Federal rein-
surance is based in part on the
possibility that his government
might follow suit.

However, he explains, the
basis for his anxiety goes much
deeper and is shared by busi-
nessmen throughout the free
world. The feeling is that U.S.
reinsurance of private pensions
could lead to investment co}sols
plus requirements that a per cent
of pension assets be placed in
government securities.

THIS WOULD begin a serious
drain on new capital which is
needed by industry to grow both
here and abroad. The same con-
sequence would result, it is rea-
soned, if our Social Security pro-
gram grows to the point where
no funds are available for pri-
vate savings.

A constantly recurring ques-
tion asked American business-
men by their European counter-
parts is, "Where does all that
capital come from?"

Capital comes from private
savings, and private pension
plans play a major role in this
picture. Since 1955, pension fund
assets have grown almost 400 %
from an estimated $27.4 billion to
$100 billion at the end of 1967. By
1980 it is estimated that pension
fund- assets will reach $285 bil-
lion, and it is certain that a large
share of this will be invested

Whether Mr. Hyden's fears are
well-founded is anyone's guess.
On the bright side it can be
pointed out that during the 89th
Congress only one significant
piece of pension legislation was
passed. This was a bill to liberal-
ize the tax provisions of H. R. 10
plans. Since then the number of

these self-employed plans has
doubled.

AND, SO FAR in the 90th Con-
gress, no major pension bills
have passed and none seem like-
ly to pass. The possible excep-
tions are the Disclosure Act
amendments which have been
changed in the House commit-
tees to a point where they are al-
most wholly acceptable to even
the strongest opponents of the
original proposals.

Continued on page 38
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Are you well protected

overseas?
You can be

Despard's overseas affiliates are long-established, highly
successful firms. Most of them are operated by third
generation resident-managers who are leaders in the
financial, politican and social lives of their countries.
Any Despard client will receive from them the same
warm greeting, the same full measure of helpful counsel

that is granted to their own clients.

BROKERS .
The "personal service" insurance broker
161 William Street, New York, N.Y. 10038
Ph: 212-964-9100
('STES7-1

City could save up to - 100,000

ROCHESTER, N.Y.-The
Rochester city government
might save as much as $100,000 a
year on its insurance policies, ac-
cording to methods explained by
both Republicans and Demo-
crats.

Their comments followed the
city's suspension of Frank R.
Camelio as the city's official in-
surance agent.

Mr. Camelio's suspension came
as a newspaper investigation re-
vealed that he withheld a sub-
stantial amount of money from
Travelers Insurance Co., which
handles all the city government's
insurance. Mr. Camelio, a Demo-
cratic ward leader, has repaid
most of the money, the company
said.

In 1960 to 1961, the last full fis-
cal year cf the city government
under the Republicans, the insur-
ance costs were $331,000. This

Do you like
to payone big

iInNsurance

premium?

of course not

of course not

of course not

of course not

of course not
of course not

Switch to an Afco budget plan.

It lets you put premium payments on the
installment'planz Like any other bill.

It's good business practice to pay
insurance premiums the easy
way. In installments, the way you credit.
pay your taxes. Afco lets you
break upa big lump sum into six,
eight or ten small payments a
year.

An Afco budget plan offers you

an extra line of credit without

disturbing existing lines of bank

And when business insurance

payments are paid in convenient
installments just like any other
bill, there's no strain, no drain,
on your working capital.

year the budget provides for
$578,000 for insurance.

During a similar period, the
Republican-run county govern-
ment reduced its insurance costs
from more than $400,000 to $275,-
000.

John Riedman, a member of
the county's three-member citi-
zens' advisory committee on in-
surance, said the savings wefe
brought about despite extended
coverage for new services, addi-
tional employes and increased
e ayvirolls=s_. 1

"The county plan has wor]ed
very well and serves everyone's
best interests,” Mr, Riedman
said.

He said the county has saved
20% or more on several policies
by using informal competitive
bidding.

The committee draws up speci
fications for a policy, picks threc

You can also afférd as much cov-
erage as your business needs.

Without feeling the pinch once a

year at premium-paying-time.
See your Iccal independent in-
surance agent or broker. Ask him
to explain Afco's simple, low cost
financing. You'll love it.

NEW YORK: 108 JOHN STREET, NEW YORK 10038

ATLANTA BALTIMORE BOSTON

CHICAGO KANSAS CITY

MIAMI

LOS ANGELES
SAN FRANCISCO SEATTLE

or four companies, gets price
4uotations and takes the lowest

one.

CITY OFFICIALS, by con-
trast, do not use bidding.

"l don't think it's necessary,”
said City Comptroller Joseph E.
Silverstein. "At least we've nev-
er done it." He said that drawing
of specifications presents a prob-
lem.

CityCorporationCounsel
Robert A. Feldman said the law
exempts insurance from re-
'quired public bidding because
"there is no possibility for sav-
ings." He said this is because the
insurance business is « heavily
regulated with fixed rates and
that the bids would be the same.

Mr. Feldman also said the law
| exempts other professional ser-
Ivices like architect work, to al-
low government discretion to
pick reliable firms.

Under the city system, all the
commissions-estimated by Mr.
Camelio at $30,000 to $35,000 a
year-go to one man, picked by
the city. Mr. Camelio said he in
turn shares up to half the com- -
mission with other agents.
William Terra, a Democratic
ward leader and a frequent critic
of his party and city officials, said
last night that the city could save
"at least $100,000 a year."

Mr. Terra said the city should
switch from a stockholders' com-
pany-like Travelers-to a mu-
tual insurance company. -

E/ectronics ...

Continued from page 3

group insurance plan, which in-
cludes major medical, life and
accidental death and dismem-
berment insurance. Long term
disability insurance, also written
by Hancock, is available to sala-
ried employes.

Travelers Insurance Co. pro-
vides the company's workmen's
compensation coverage and also
writes bonds for all guards, who
are sworn in as deputy sheriffs in
Pinellas County, Fla.

With its components going into
such sophisticated equipment as
the Saturn, the satellite relay
test program, Navy data link ra-
dio and a host of other advanced
units, product liability insurance
is provided through Travelers.
In addition, aviation products
liability coverage is provided
through Bowes & Co. TI- is type
of coverage includes aircraft lia-
bility and liability to an airline
should planes be grounded as a
result of equipment failure. Mr.
Nolan said the company has nev-
er had a claim for such ground-
ing, although its equipment flies
in many of today's commercial
aircraft.

Employers Liability writes yet
another policy carried by ECI,
an officers and directors liability
policy with $1,000,000 ceiling.

Messrs. Nolan and Lord indi-
cated their approach to the com-
pany's insurance problems
matches its avowed policy for
development of its business.

Among programs being con-
ducted at ECI installations is
participation in the nation's
planned, manned lunar explora-
tions. The Benson division is pro-
viding water tanks and backpack
assemblies for the astronauts.

Various microelectronic de-
vices are being provided for in-
strument units as well.

Conduct of the company's in-
surance program is in the hands
of Parker & Co. International.
Mr. Nolan says the brokerage
firm provides counsel in plan-
ning insurance coverage the
company believes necessary. -



We know what you’re thinking:

If every carrier has to charge the same rates
for Workmen’s Comp, how can Fireman’s Fund
charge less?

Well, frankly, no one can. Not overnight. But
Fireman’s Fund can bring your net costs way, ‘way
down — over the long run and the short.

Take the way we make war on accidents.

With the industry’s finest staff of safety engineers,
we look your business over from top to bottom.

To minimize. hazards. To maximize safety. And The two big reasons you do pay less through
once your accidents go down, so do your premiums. Fireman’s Fund. Which helps explain why we’re
(Plus which, you get back any immediate one of the fastest-growing carriers in the country.
savings through our participating dividends.) So: if the high cost of Workmen’s Comp

So much for safety. But accidents still will happen makes you angry, call your independent agent.
—and w 'en they do, Fireman’s Fund moves fast. And ask to talk things over with the men
With th finest treatment money can buy. Because  from Fireman’s Fund.
the sooner an injured worker is back on the job, We think you’ll be happy the minute you see red.
the better you'll feel at premium time. FIREMAN'S FUND AMERICAN INSURANCE COMPANIES

Better safety engineering. Better claims service. =) :@ Home Office: San Francisco, California
Tl ® )

If you’re paying
too much for
Workmen’s Comp,
you ought
to see red.
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VWHY NOT BE NO. 1

Join the Hagedorn group for exclusive service,
creative marketing and a sophisticated approach to
business insurance that will assure your being Num-

ber one for all your insurance requirements.

HAGEDORN & COMPANY
ONE LIBERTY STREET
NEW YORK, N. Y. 10005
TELEPHONE (212) 269-1100

Est. 1869

Write Production Department for our Brochure

London insures

drill rig loss

NEVW ORLEANS-AN offshore
drilling rig which sank off the
coast of Louisiana last week re-
sulted in a total loss of $732,000,
all of which was insured in the
London market.

The rig, which was owned by
Crown Petroleum Co., was being
transported on board a chartered
barge owned by McDonough Ma-
rine Service Co.

A spokesman for Southern
Marine & Aviation Underwrit-
ers, which insured the coverage
through London, said full pay-
ment will be made through the
insured's broker, Marsh & Mc-
Lennan.

The loss occurred in 280 feet of
water and no immediate cause
for the mishap was indicated. A
source said Lloyd's of London
will probably subrogate. -

NOW! ONE OF THE FIRST
GROUP INSURANCE PROGRAMS
WITH TEETH IN IT.

Ask any insurance expert... he'll tell
you Group Dental Health is an in- Pension
evitable idea, still in its infancy. So grams
why does Provident Mutual offer it
now? Because, new and intriguing, it
gives our clients a significant edge in
the battle to get-and keep-good
people.

That's how we view the whole
wide spread of our benefit programs
-as recruiting tools. This means we

probably do more shabing and tailor-

ing than almost any other carrier

PROVIWENT

MUTUAL-imt== LIFE

INSURANCE COMPANY OF PHILADELPHIA

P.O. Box 7378, Philadelphia, Pa. 19101

unlike

around. Group Life, Major Medical,

...we try to make our pro-

everyone else's. We

want them sharper, fresher, more
appealing to key people. And this
helps explain why our Group Life in
force was up 30% in 1967.

There just isn't room here to
adequately inform you about our Den-
tai Health program. Ifs remarkably
extensive. But if you'll fill out the
coupon, we'll be most happy to send

you complete information.

Please send me details on Group Dental Health,

plus "The Flying Cloud"...a handsome 19 x24 color

print, very suitable for framing.

My name iq

Addregs

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the li-
terature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

= "Al list of Worthwhile Life and
Health Insurance Books" is an 80-
page booklet listing 473 book ti-
tles and 30 periodicals dealing
with all aspects of these types of
insurance. Sections of the refer-
ence guide are devoted to the use
of life and health insurance by
groups, businesses and profes-
sional persons. Single copies are
available without charge on re-
quest to either the Institute of
Life Insurance or the Health In-
surance Institute, both at 277
Park Ave., New York 10017.

- Employers Insurance of Wau-
sau offers a pamphlet, "Self-anal-
ysis of Services You Should Be
Receiving from Your Casualty
Insurance Carrier.” It lists 16
questions prepared by the Asso-
ciated General Contractors of
America as a guide to services
contractors should get from a
casualty insurance carrier. It is
free by writing Miss Mary Bi-
wer, Adv. Dept., Employers In-
surance of Wausau, 2000 West-
wood Dr., Wausau, Wis. 54401.

< A handy "Emergency First Aid
Instruction” sheet is offered by
the Mid-America Chapter of the
American Red Cross. The item.
which could be used as an em-]
ploye handout or placed in cen-
trally located work areas, lists:
emergency treatrment for
wounds, burns, stoppage of ,

breathing, heart attack, heat ex-
haustion, shock and other acci-

dents and illnesses. The instruc-
tions are quickly read and easily
understood. For free copies write
the chapter at 43 E. Ohio St.
Chicago 60611.

- "Dental Prepayment-A
Method of Financing the Cost of

Dental Services" answers 14

questions about dental prepay-
ment ranging from its definition,
to an explanation of types O1
plans. It is available free by writ.
ing the Council on Dental Care
Programs, American Dental
Assn., 211 E. Chicago Ave., Chi-
cago 60611

- Firesafety Fundamentals -
Vol. 1, "When Fire Strikes,"'1
gives step-by-step action to take
after discovery of a fire. It dis=
cusses the four types of fire and
the various kinds of extinguish-
ers commonly used and their op#
eration. The automatic sprinkler
system is explained and points
on prevention are listed. Single
copies of the booklet are free
from the Publications Dept., Fae-
tory Mutual Engineering Corp.
Factory Mutual System, 1151
Boston-Providence Turnpike.
Norwood, Mass. 02062.

- A new directors and officers
liability booklet has.been pub+
lished by the American Home
Assurance Co. It was created to
help explain to top managemem
the need for this coverage and
how it works. Free copies are
available from the company, De-1
partment A-14, at 102 Maiden
Lane, New York 10005. ,

= "What? Not Covered!" is a 50-
page booklet which summarizes
today's complicated insurance
problems and offers a concise
discussion of the principal haz-
ards excluded or omitted from
the newly revised liability insur-
ance policies. Non-technical lan-
guage is used to illustrate major
gaps in general liability, automo-
bile liability and umbrella excess
liability policies and 40 examples
of specific losses not covered,
with suggested remedies, are
given. The booklet is available,
for $2, from the Mason Contrac-
tors Assn. of America, 208 S. La-
Salle St., Chicago 60604. Quanti-
ty discounts are available and

checks must accompany all or-
ders.

< INn response to expansion of
government activity in the U.S.
and Canada, new private cover-
ages, changes in valuation laws
and regulations and changes in
the annual statement blank, the
Society of Actuaries has released
a new edition of its textbook,
"Health Insurance Provided
through Individual Policies.”
The most substantial changes are
in chapters on benefits and policy
provisions, policy forms and an-
Nnual statements. The volume
may be ordered from the Society
of Actuaries, 208 S. La Salle St.,
Chicago 60604.

- The American College of Life
Underwriters has published its
1968-1969 "Catalogue.” The 104-
page book contains complete in-
formation on the CLU diploma
program and the college's certifi-
cate course program and lists
procedures to follow in matricu-
lating with the college, prepar-
ing for the examinations, and
qualifying for the CLU designa-
tion or a certificate. It also con-
tains a section on the continuing
education program for CLU's.
Three chapters are devoted to
group insurance, health in5ur-
ance and pension planning. Sin-
gle copies are free by writing the
American College of Life Under-
writers, 270 Bryn Mawr Ave.,
Bryn Mawr, Pa. 19010.

- The "AFIA Guide Europe”
features detailed information on
insurance requirements and
forms for 14 countries. "TAFIA
Guide Pacific" provides similar
information for ten Pacific coun-
tries. Both booklets are free by
writing Advertising Mngr.,
American Foreign Insurance

Assn., 110 Williams St., New
York 10038.

- "New Catalog No. GS-167"
96-pages) has been published by
General Scientific Equipment
Co., Limekiln Pike and Williams
Ave., Philadelphia, Pa. 19150. In
conjunction with the catalog,
General Scientific offers a pro-
fessional guidance service to de-
termine particular safety needs.
Both the catalog and the guid-
ance service are free by writing
the company on your letterhead.

- "Flood Emergency Action" is a
five-minute color flm which
demonstrates what steps to take
to survive and recover from a
flood. For a loan copy, contact

your local American Red Cross
office.

= The Insurance Information In-
stitute offers a pamphlet entitled
"How to Save on Fire Insurance
Costs when You Build or Re-
model.” A list of construction
mistakes and an explanation of
the fire insurance rating bureau
are included. The pamphlet is
free by writing the institute, 110
William St., New York 10038.



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

& Accident Div., Deerfield, Mass.
01342.

= Cardox Division of Chemetron
Corp. offers two special reports
free of charge. The first is on
"Fire Protection for Electrical
Cable Trays and Associated Fa-
cilities.” It discusses what can be
done from a fire protection and
engineering standpoint to help
keep vital systems in operation.
The second report, "Fire Fight-
ing Foam," explains foam' pump
systems, foam quality, applica-
tion techniques and foam stabili-
zers. Both are illustrated and
may be obtained by writing Car-
dox Division of Chemetron
Corp., Fire Equipment Dept., 840
N. Michigan Ave., Chicago.

- "Fire Attack 2-Planning, As-
signing, Operating"” is written by
Warren Y. Kimball, chief fire
service specialist for the Na-
tional Fire Prevention Assn. The
240-page book is especially for
company officers, training offi-
cers, chiefs and their deputies
and discusses the best possible
decisions in organizing and oper-
ating their forces. The illustrated
book is hard bound and is a
sequel to "Fire Attack 1-Com-
mand Decisions and Company
Operations."” Chapters are de-
voted to fire flow under various
conditions, initial attack opera-
tions, effective organization and
design and arrangement of
equipment. Copies are available
from the association at 60 Bat-
terymarch St., Boston 02110 for
$6.50.

- A quick, easy way for the
health insurance purchaser to
evaluate his present plan plus
some eye-opening facts are pro-
vided in "The Ten Point Test for
Employe Health Plans.” The
check list is part of the New
York Blue Cross/Blue Shield
program and complimentary
copies are available from Mr.
George L. Goodlett, vp commu-
nication, Blue Cross/Blue Shield,

80 Lexington Ave., New York
10016.

- A pamphlet outlining steps
that can be taken by business-
men to protect their employes
and property in times of civil
disorder has been published by
the American Insurance Asso-
ciation. -"Riots" contains sug-
gested loss prevention proce-
dures for both large and small
properties, including protection
of store fronts and merchandise,
provision for fire-fighting equip-
ment, maintenance of vital book-
keeping information and com-
munications procedures. Single
copies may be obtained free by
writing the association at 85
John St., New York 10038.

- "A Modern Concept in Em-
ploye Relations for the Forward-
looking Employer” is informa-
tion compiled by Northwestern
National Life Insurance Co. It
explains why some fringe bene-
fits are appreciated and why
some are not and is designed to
educate employes both to their
benefits and to their employer's
costs. The solutions presented
are now being used by nearly 50
employers coast to coast. For
your free copy write Mr. George
Kirscht, Northwestern National
Life Insurance Co., Box 20, Min-
neapolis, Minn. 55440.
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Failure of contro/' cited on MER/29

WASHINGTON-During the
two years from 1960 to 1962 that
Richardson-Merrell Co's. MER/
29 was on the market, the anti-
cholesterol agent injured an es-
timated 5,000 persons, prompting
product liability suits asking to-
tal damages in the hundreds of
millions of dollars.

Last issue Business Insurance
traced the development of MER/
29 and alleged falsification of
testing data by company officials
which led to its eventual market-
ing and then to a criminal indict-
ment. It was suggested that risk
managers pay special heed to a
lesson learned the hard way by
Richardson-Merrell-that some-
where along the chain of com-
mand in the management hier-
archy, checks must be provided
on the individual judgments of
the various persons involved.

This article will briefly outline
the government's role in the
saga, including the criminal in-
dictment brought against Rich-
ardson-Merrell and the sentenc-
ing in which the judge made the
statement perhaps most im-
portant to risk managers-"The
full onus (of the MER/29 trag-
edy) rests on the failure of prop-
er executive, managerial and
supervisorial control.”

PRIOR TO THE 1962 New
Drug Amendments-prompted
in part by the MER/29 tragedy-
the Food and Drug Administra-
tion had only to see that a drug
was safe before allowing it to be
marketed. It made no judgment
as to a drug's efficacy.

Another important fact is that
one man could make the decision

to give a drug marketing clear-

VWhere
IN the world

IS

ance-the medical offcer on

whose desk the new drug appli-
cation landed. Basically, it was
this man's job to decide, on the
basis of the testing data sub-
mitted to FDA by the company,
whether a drug's purported use-
fulness outweighed any harmful
side effects it might produce. In
the case of MER/29 this man was
Dr. Frank J. Talbot.

Second of a series

Dr. Talbot's decision on
MER/29 was not a simple one
and Richardson-Merrell did not
make it any easier. In an inter-
view with the Washington Star,
Dr. Talbot said that the firm
called him daily. "It was obvious
the company was extremely anx-
ious to get the drug on the mar-
ket," he said. Some firms brought

very little pressure, he added.
but this one -liked to keep the
pressure on." He explained that
the American Medical Associa-

and Richardson-Merrell was anx-
ious to promote MER/29 there.

The reason for the company's
impatience can be found in
MER/29's performance in the
marketplace once it was cleared.
After only four months on the
market the drug was selling at a
higher current rate than any of
the firm's other ethical products,

and sales were increasing every
month.

IN THE FISCAL year ended
June 30, 1961, MER/29's first full
year on the markez, more than
400,000 people used it. MER/29's
sales in that year were about $9,-

Conti?lued on page 10
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MER/29 ...

Continued from page 9

000,000, accounting for just un-
der 6% of Richardson-Merrell's
total volume. And, MER/29 ac-
counted for a "somewhat higher
percentage of consolidated in-
come," indicating earnings from
the drug topped $1,000,000.

Richardson-Merrell however
was not the only one communi-
eating with Dr. Talbot. An in-
creasingly large number of re-
ports were coming out of the
medical community questioning
the safety of MER/29. Here are a
few examples:

= The National Heart Institute
discovered that MER/29, while
halting formation of cholesterol
in the blood, produced another
sterol called desmosterol. This
raised the question of whether
desmosterol was as bad as-r

maybe even worse than-choles-
terol. A co-discoverer of the
desmosterol formation, Dr. Dan-
iel Steinberg of the heart insti-
tute, made it quite clear that he
thought the drug should not be
approved until the effect of des-
mosterol in the blood could be
further studied.

= A specialist in metabolism,
Dr. Laurance VWW. Kinsell from
Oakland, Cal., when consulted
by FDA and the American Med-
ical Association about MER/29,
told them "in totally unequivocal
terms that the drug should not
be released.”

- And, one of FDA's own
pharmacologists, E. |I. Gold-
enthal, gave Dr. Talbot a report
which in no uncertain terms said
that the drug should not be
cleared. He told Dr. Talbot that
MER/29 was producing toxic ef-
fects at relatively low dosages
and that it was "highly question-
able" to use such a potentially
dangerous product to reduce

cholesterol in the bloodstream
when it was not even known
whether the presence of the sub-
stance was dangerous. He fur-
ther questioned whether desmo-
sterol might itself be harmful.

DESPITE THESE cautions,
Dr. Talbot cleared the drug in
April, 1960-nine months after
the new drug application was
placed on his desk-and Rich-
ardson-Merrell launched a $1,-
000,000 advertising campaign
billing MER/29 as the "first safe"
drug to lower cholesterol.

Reports questioning the drug's
safety continued to pour forth
from the medical community,
including one from the famed
Mayo Clinic and one from anoth-
er drug company, Merck & Co.

In September, 1961, Dr. Talbot
left FDA and the responsibility
for MER/29 was turned over to
Dr. John O. Nestor who almost
immediately recommended that
the FDA require Richardson-

Merrell to withdraw the drug
from the market.

Dr. Nestor was overruled by
his superiors, who claimed the
agency lacked sufficient evidence
required under the 1938 drug
law to force the issue of remov-
ing the drug from the market.
Instead, after a heated two-
month debate with the company,
FDA required Richardson-Mer-
rell to place stricter labeling on
the drug and send a letter to all
physicians warning, against all
reported side effects and con-
traindications for its use. The let-
ter was dated Dec. 1, 1961.

"This "compromise'l:'was inter-
preted to mean that the agency
felt the -
drug outweighed the risks inher-
ent in the side effects it produced.

How long MER/29 would have

remained on the market under

potential benefits of the

these conditions is not known
since the following February a
bizarre event occured which vir-

tually assured its removal.

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,

and educational training. These

services, combined with

computerized accident.

control, have proven

that "Accidents can

be controlled.”

abouf

see the Yellow

m more

IS program, ;-

Pages listing of ..

your local independent r

Kemper Insurance Agent,

or write Walter White,

Vice-President, Kemper f

Insurance, 4750
Sheridan Road,

Chicago, lllinois 60640. 1

UMpER.. » w1

Kemper Insurance
You can count on Kemper care

An FDA supervisory inspec-
or, Thomas Rice, who worked in

ae Cincinnati station, was told
y a member of his car pool, Car-
Dn Jordan, that monkey studies
ad been falsified in the re-
orts. Mr. Jordan said his wife
ad quit her job as a lab tech-
iician in the firm's toxicology-
athology department because of
his and similar treatment of
ther MER/29 testing data.

MR. RICE subsequently inter-
iewed Mrs. Jordan and sent the
esults of his interview to FDA
.eadquarters in Washington. Six
veeks later the agency sent Dr.
Testor and FDA pharmacologist
;oldenthal to Cincinnati.

The pair conducted a two-day
nvestigation and turned up the
.rst evidence of the data falsifi-
ation which led to a criminal
ndictment of the company and
hree of its research personnel.
n April 16, 1962, within a week
fter the investigation, Richard-
on-Merrell announced it was
ending letters to all physicians
N the U.S. and Canada with-
[rawing MER/29 from the mar-
ret.

In December, 1963, a Federal
:rand jury indicted Richardson-
derrell, its pharmaceutical sub-
idiary, the William S. Merrell
Jo.,and three of its scientists.

Either the Merrell divisi6n, or
tichardson-Merrell, was named
N each of- the 12 counts in the
Nndictment.

Basically, the indictment
harged that the defendants will-
'ully falsified, or withheld, per-
inent research data from FDA:
n seeking FDA clearance for the
trug; in answering questions and
endering reports after the drug
vas marketed; and in discussing
vhether the drug should be re-

noved frpom the market in late
261.

Specific charges included:
= That a study was concealed
vhich that MER/29

-aused ovarian changes in a fe-

showed

nale monkey and another study

vith rats in which it was ob-
ierved that certain doses re-
luced the conception rate when
<iven prior to and during cohabi-

:ation.

= That a report was concealed
N which it was observed that
here was a reduced conception
-ate among rats receiving cer-
ain doses of MER/29 during
regnancy, the size of a litter
was reduced, and there was an
Nncrease in rate of the deaths of
he young during the 24-hour
)eriod after delivery.

- That the company assertedly
;tated that evaluation of a dog
itudy was difficult because of an
>utbreak of distemper, when in
fact the .study had been con-
lucted with dogs that had not
nad distemper

- That the company withheld
nformation concerning corneal
;,pacities that had been found in
he eyes of live rats to which
'‘AER/29 was being administered.

Richardson-Merrell and its
iubsidiary pleaded nolo con-
.endere (no contest) to a total of
sight of the 12 counts. The three
Nndividual defendants each
)leaded the same to a single
:ount of preparing false reports.
['he government accepted the
ileas and dropped the remaining
“Unts.

The judge, noting that a plea
) nolo contendere is "tant-
imount to a plea of guilty," fined
tichardson-Merrell the maxi-
Nnum possible -$80,000. The
.hree scientists each received a
lix-month suspended sentence.

A future Business Insurance
irticle will discuss the civil suits
ind the formation of the "MER/

1 39 Group.” -
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Company's appetite for buyouts creates cover prob/ems

By WILLIAM GUEST

NEW YORK-VWhen William
J. Jones Il took over as director
of insurance and employe bene-
fits at United Industrial Syndi-
cate Inc. a year ago, he found 300
different policies waiting to be
analyzed and pulled together.

These policies covered proper-
ty and casualty insurance only.
In addition there were 16 sepa-
rate pension, profit sharing, and
saving plans to be evaluated, as
well as group plans to be coordi-
nated.

There was some justification
for this confusion, Mr. Jones ex-
plained in an interview with
Business Insurance, because of
United Industrial's growth since
the company was organized in
1943, and more especially within
the past five to ten years.

FOUNDED FOR THE purpose
of acquiring, operating and man-
aging commercial and industrial
companies, the syndicate, accord-
ing to Mr. Jones, "is always look-
ing for new acquisitions." At
present, it owns and operates 35
separate companies, ten of which
have been taken over during his
tenure.

"With so many take overs, |
have to follow an orderly and
systematic method,"” Mr. Jones
commented. He achieves this by
preparing an insurance check
list, which is separated into two
categories: before contract and
after acquisition.

High on the list of priorities, is
an up-to-date actuarial evalua-
tion of any pension plan, "be-
cause if unfunded, this could
have a direct bearing n the ac-
quisition costs."”

THE NEXT MAJOR area to be
scrutinized is the experience on
casualty and liability policies. "I
always want to know about any
open liability and/or workmen's
compensation claims," Mr. Jones
said, "because of any possible
pending law suits and large
claims-this is very important
for retrospectively rated plans.”

At the same time, Mr. Jones
examines any group insurance
booklets, and asks the carriers
for a three-year statement of
premiums and claims experi-

ence. He also analyzes the plans
benefits.

"Another area that is often
overlooked when taking over a
company is key-man life insur-
ance policies,” Mr. Jones contin-
ued. "However, some of these
amount to substantial sums, so |
have to evaluate them to see
whether it's to our advantage to
continue them."”

In the area of property insur-
ance, the UIS executive checks
coverages very carefully. "l
want to make sure our invest-
ment is properly protected,"” he
said. He then checks on current
fire rates and carriers and also
makes a general study of any

construction problems at new 10-
cations.

MR. JONES ATTEMPTS to
avoid short-rate penalties when
canceling policies and also tries
to establish rapport with any 10-
cal insurance brokers who may
have handled the newly acquired
company's account previously,

"sometimes for generations," he
said.

INn addition to the work in-
volved in constant acquisitions,
Mr. Jones has attacked the exist-
ing United Industrial Syndicate's
insurance and employe benefit
plans.

"Last year we predominantly
worked on property and casualty

insurance, and this year we're
concentrating on employe bene-
fits," Mr. Jones observed.

AMONG HIS FIRST year

achievements is an overall "for-
ward looking" blanket fire policy
underwritten by Protection Mu-
tual Insurance Co. "The exact
limits haven't been decided yet,”
Mr. Jones explained, "but we ex-
pect thenn to be in excess of

$100,000,000 for any one location,
with a $5,000 deductible applying
to direct damage as well as the
business interruption.”

This policy has been followed
by a new boiler and machinery
contract that covers all UIS loca-
tions with uniform protection
and a $5,000 deductible.

Mr. Jones-"a firm believer in
assuming risk where practical
and beneficial"-stated that

"UIS has grown so rapidly that
management has found it neces-
sary to evaluate what can profit-
ably be absorbed in losses--and
any resulting saving in pre-
mium.”

The insurance executive has
also inaugurated a blanket plan
with American Mutual Liability
Co., for workmen's compensa-
tion, comprehensive general lia-
bility and automobile coverage,

which replaces many individual
policies. "We've had the insur-
ance company and our local peo-
ple concentrate very heavily on
safety,"” he said, "and it's paid off
in reduced claims experience."

MR. JONES HAS also added
with American Mutual a com-
bined manufacturer's crime
bond with a $250,000 blanket lim-

Continued on page 38

66I1t's amazing how getting hit by a truck
can turn a plain old cow into a prize bull:'

A true story about Al Fiore, Claims Management
American International Underwriters.

Imagine for one moment the ambulance is waiting to take the man

world of Al Fiore. On an island some. to a hospital for immediate treatment.
where in the Atlantic, a satellite As the man is carefully lifted into the
tracking station is being built. A con. ambulance, a man sits next to the
struction worker shouts to the driver stretcher and whispers, "Hello, I'm Al
of a 2.ton truck, "Okay, Joe, back it Fiore of AlU. I'll see to it that you're
up 10 feet." An old cow is grazing settled in the hospital just as soon as
placidly behind Joe and his truck. 9 possible."
feet behind Joe and his truck. Joe backs Now, there's nothing in the em-
up. There's a loud crash. In the dis. ployees' manual at AlU that says
tance, you can hear a farmer shouting, a claims man must meet a plane at 2
"My prize bull! My prize bull! You've o'clock in the morning and follow up
hit my prize bull!” to see that the patient is well taken
Another case to be settled by Al care of. But there is something in Al
Fiore and his Claims Department. Fiore and people like him at AlU that
"It's amazing," says Al, "how getting says it must be done. And they're
hit by a truck can turn an old cow into proud to do it.
a prizi bull." Al Fiore is an important part of
But Al Fiore's world ian't always AlU's worldwide claims service, a
made up of cows who turn into bulls service that's second to none.
Al's world is sometimes made up of For more information and a bro-
people. People who need help. It's a chure on how At and all the other mem-
world where a plane froin abroad will bers of AlU can help you with your
land 2 A.M. at the airport. As the overseas insurance, have your broker
plane rolls to a stop, a badly burned call the AlU office nearest you, or write
engineer, a workmen's compensation AlU,Dept. 34,102 Maiden Lane, N.Y.,
case, is taken off in a stretcher. An  N.Y. 10005.
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opinions

Hiring the heart patient

At two separate meetings this month lawyers spoke out in favor of
some scheme that would protect both employer and employe in cases
where the employe suffers a second or third heart attack

The problem is that companies, while agreeing that it'S a desirable
goal to rehabilitate and rehire workers who have suffered heart
attacks, ai e faced with the possibility of being hit with relatively

Life insurance in force in various countries

RATIO TO GROSS RATIO TO GROSS

COUNTRY NATIONAL INCOME COUNTRY NATIONAL INCOME
Canada 191% Belgium A7 %
United States 38%

160% West Germany

Sweden 149% France .

Australia 92% Mexico . 20%

Switzerland 67 %% Greece 2%

letters

1 Suyers' courses

To the Editor The insurance
1,uyer of one of our 1nsureds has
i iquired regarding the availabil-

36% 57 of material in the way of a
- tudy course-a primer-type

1,00k or booklet-for his use,
, mee he is new in the field

Does your publication have
, uch a program'> If not, we
vould appreciate any sugges-

stiff workmen's compensation claims if an employe suffers another A meaningful measure of the amounts of life insurance in force In various ions you may have

cai dlac attack

countries is the ratio of life insurance in force to gross national income

Walter W. Daniels

Now speakers at the American Bal Assn and the American Tlial Figures above represent this ratio of life ,nsurance in force on the lives of Hylant-MacLean, Inc, Toledo,

Lawyers Assn meetings have endorsed schemes which seem to us

residents of the country with both domestlc and foreign companies except
for West Germany and Greece where the figure represents insurance In

might take some of the heat off employers Both plans would limit an force with domestic companies, including their foreign business Figures

employer's liability in regard to heart attack cases, hopefully allow- here are for 1965, the most recent year available Most countries have Egztors note Con esgondence

ing companies to be more lenient in rehiring cardiacs

One proposal would apply the "second-injury law -Which cov-
ei s loss of a second limb in many states-to heait attack situations
Under the plan, an employer would be liable for workmen's compen-
sation for not more than 100 weeks After that, benefits would be paid

shown Incresses in their ratio of life insurance in force to national income
for the past several years Canada has the world's highest ratio, and five
countries have life insurance in force at least equal to national Income

Sources Institute of Life Insurance and Statistical Offices of the United

Nations

Ohio

urses in the principles of in-
urance and in basic corporate
-tsk management are avatiable
7 om the Insurance Institute of
tmenca, 270 Bry,1 Maw, Ave,
917/n Matt)r, Pa 19010, and pom

he College of Insurance, 150 Wit-

out of a special state second-injury fund New York already has a Last week, at an American Trial Lawyers Assn conference, a tam St, New Yolk, N Y 10038

foim of this system of recovery in operation

Boston attorney called for the establishment of a national standard

Such a scheme would remove cardiacs from state-supported wel- by physicians and lawyers to determme when death Occuls
fare and aid-to-the-handicapped fund, and would open up much We think It'S time the insurance industry also started thinking

wider employment opportunities, other speakers contended

about this problem Just as insurers weren't prepared for the rash of

Another approach, also followed by New York, was suggested at riot claims which they absolbed in the past several years, we wonder

an American Trial Lawyel s Assn meeting in Washington In cases if malpi actice insurers are pi epared to defend cloctors charged with pgctwe of the insurance indus-

Keeping abreast’

To the Editor | earnestly look
Zorward to receiving Business

urance to enhance m per-

in which an employe is a heart patient, such a worker who sufTers removing a human heart before the donor was said to be actually ry The logical and concise or-
another attack would be compensated only if the employe exerts dead

himself on the Job to a gi eater extent than he normally would off the We submit that insurers, in the light of organ transplant develop-
Job If an employe has not suffered a previous attack, however, any ments, might do well to join forces with scientists, lawyers and
exertion connected with his Job and causally related to his collapse religious leaders to work out a definition of death which would

would resultin workmen's compensation payments

Thus, employers would be liable for heart attacks brought on by
unusual physical exertion-and piesumably they could shift an em-
ploye with a history of cai diac impairment into a Job which wouldn't
require such exertion

If it were up to us, we'd back the second-injury fund idea The
trouble is, an employe who has suffered a previous attack might take
it upon himself to exert more effort than IS pi udent-and suffer
another attack, which would be compensable under the "unusual
exertion” doctrine

Unfoi tunately, medical science hasn't advanced to the stage where
a heart attack can be certainly ascribed to any specific action We
think it would be more equitable to limit the benefits of employes hit
by a second heart attack rather than give benefits to some and not to

others

Death is no longer a certainty

Speaking of medical science, which we were in the previous
editorial, both the scientific and rellgious communities have lately
begun to grapple with a problem unique to the 20th century when IS
a person who donates his heart to another really dead?
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satisfy not only moral requirements but legal standards as well

Riot damage recovery

Can you sue your city or county for riot damage? We commend to
you an article in the July 1968 edition of the Insurance Law Journal
by Dick L Rottman According to Mr Rottman, 16 states have
statutes imposing some liability on municipalities and/or counties
for injuries and property damage resulting from a mob or the actions
of a riot

An additional four states make reference to such liability, without

actual provision for recovery In Connecticut, Kansas, New Jersey,

fanization of articles permits
)ne to thoroughly read, in en-
.irety, all articles contained in a
minimal amount of time

In today's business world, re-
gardless of an individual's pro-
tession, keeping abreast of de-
velopments is a necessity and
Business Insurance assists me in
doing so within the complex field
of insurance

R. G Miller
Personnel Associate, C-B Foods,
Rochester, N Y

More interest

To the Editor Your article in
:he May issue of Business Insur-
unce on my address before the

West Virginia and Wisconsin, recovery may be had for both property Chicago Assoc of Commerce &
damage and personal Injury In Kentucky, Mame, Mai yland, Massa- Industry has resulted in addi-
chusetts, Dlissouri, 1Vlontana, New Hampshire, Pennsylvania, Rhode tional interest and publicity

Island and South Carolma, you can recover for only pi operty dam-
age Ohio pei mits recovery foi bodily injury only

Some states also impose a limit on the amount that can be lecov-

(Business Insurance, May 6,
Don't keep safety secret,’ semi-
nar told )

I gave a digest of the talk at

eied Maine, Massachustes and Rhode Island permit only a 75% -he Patten Tractor & Equipment

recovery with $50 deductible, and South Carolina does not permlt Co, Elrnhurst Il American

any recovery for the destruction of tobacco

Both Ohio and West Virginia put a $5,000 maximum limitation on
the amount of recovei y If you want to recover in Connecticut,
Kansas, Kentucky and Maryland, you must show that the proper
authorities failed to exercise reasonable care or diligence in the
prevention or suppression of mob or rlotous acts

In the other twelve states, absolute liability is imposed upon the

city or county, and you do not have to prove negligence

A good idea

Te ephone & Telegraph has

asked for additional information
as a result of your article
Theron F. Miller

, Executive Consultant, Chicago

'Sense of currency’

To the Editor After 32 years
in this business, | must say you
people have infused a new sense
of currency into the insurance
trade Journal which | have al-

ways found lacking in the old

New York City Councilman Edward Koch has proposed an ordi- standard-bearers

Montreal AR \?(félfoﬁp\éﬁﬁspé?sé Workmen's compen- nance that would require gun owners to obtain $10,000 of personal
ﬁ)f’on?fo eEar?_? o a CRISR & HOWARD'T'PECK’ pirtrer’ Hewitl ASSCates, Liberty_ liability insurance coverage in order to obtain licenses for their

FRANCIS, corcporate director of em%oxe beneflts Crumble Steel firearms or to register them

Councilman Koch's proposal would require owners of firearms to

William C. Beanland

President, Beanland Associates
Inc, New York, N Y

be insured against negligent use of the gun, loss and ultimate use of 'Newsworthy'
the weapon by another person, and use by the owner when he was To the Editor Being some-

mentally incompetent or under the influence of narcotics
We think that Councilman Koch has an excellent idea, one that
should be adopted not only in New York City but by every local or

thing of a neophyte in the in-
surance field, having inherited
the responsibility through as-
S|gnrnent I find Bustness Insur-

Published by Advertising Publications, Inc, Chicago, publlsher of Advertising Age, state government Owners of autos, after all, must show they are since an interesting publication

Industrial Markéting, Advertising & Sales F’romotton Marketln
G D CRAIN, JR, chairman

InsIézaRNSTEIN pres:dent financially responsible, which usually means that they must buy since it affords me exposure to a

safles J J GRAHAN, TV O'GARA, S COHEN, B."J'CLEARY,JR;"G,Ce_prendents insurance Gun owners should be no less financially responsible to consolidation of newsworthy in-

G..R.CRAIN, secretarv and treasurer, J H TERRY, assistant secretam and ass:stant the public

Saslir

Cable address ADAGEAPI

Last year murders with firearms took 7,500 lives and aggravated

nce items that | might’n
notice in regular news releases

I read it regularly, though of

Publlshed at 740 Rush St, Chlcago 6061 &337 520%) Omces at 830 Thlrd Ave, New assaults wth guns inflicted 47,000 injuries Very many other deaths course many items deal with a

atlona Pres: ington,

1018 Flsher Bldg Détr0|t 48202 (TR 2' 721 1), 8404 Wllshlre Blvd Lof Angeles 9004d and injuries resulted from negligent use of firearms that involved no broader insurance area than |

(OLive 1-3710), San Francisco (GR 4-8532), Fort Lauderdale (564-1850)

35 cents a copy, $8 a year m U.S, Canada and Pan America. Elsewhere $4 a year extra criminal charges Those who own guns should be held responsible
da Ea’ ]: Lb on director Four weeks' nT CE bcigl bfé\ﬂ'bjﬁ
address Address al senptlon correspondence to EL “airculation for the consequences of their use and misuse, just as auto owners are

services manager

already held responsible

am concerned with
E. W. Johnson

All Steel Equipment Corp,
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Your catastrophe

has arrived,

Mr. Merriweather.

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

been stable and solvent for 115 years,
and the first 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

INSURANCECONMPANIES

.C //m

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

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*

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

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

*Please write on your letterhead. We didn't want
you to have to print your name on a tiny line
in an ugly coupon.



spends
$4204000

annually

forproperty,
= llability

and employe
- prote ction ...

Just as its brewmasters work to protect the "kiss of the hops," the
business insurance team at the Jos. Schlitz Brewing Co. works to protect
the company's personnel and property. With eight plants across the
country, three breweries in Spain and Puerto Rico, and more than 6,200
employes, it is a $6.2 million "risk protection" job.

This business insurance team handles and supervises Schlitz'
domestic and foreign risks, including base plans, self-insurance and
employe benefit programs. The company spends more than $4 million
annually in premiums for a broad range of coverages and contributes
an additional $2.2 million to pension funds for salaried and

hourly-rated employes.

The seven-man insurance and employe benefits department at
Schilitz reports directly to company treasurer Charles D. Solomonson
and Roy C. Satchell, vice president-finance. In addition to risk
management, this team assembles statistics and other data for use in the
company's safety engineering, construction and protection activities.

According to Donald L. Stehr, director of insurance and employe
benefits, the people in his department at Schlitz find Business Insurance
most helpful and interesting: ". . . we particularly like the combination
of employe benefits and general insurance subjects.”

Schlitz is but one of the 12,300 companies covered by the national
newsmagazine for buyers of employe, property and liability protection
. its management team is only a sample of over 35,000 buyers/buying
influences who look to Business /nsurance regularly.

If you sell business insurance, financial/banking services, or
offer any products or services that reduce risks and protect
people/property/assets-you should be communicating regularly in
Business /nsurance to your best customers and prospects. Firm up
your space reservations for fall '68 and all of '69 now.

Myron A. Hartenfeld, Pub/ishing Director Alfred Malecki, Advertising Director
740 Rush Street, Chicago 60611 630 Third Avenue, New York 10017
Phone (312) 337-5200 Phone (212) 986-5050

The insurance management team at Schlitz
(1 to r) Charles D. Solomonson.

treasurer; Harry J. Fettes, manager

of emptoye benefits: Donald L. Stehr,
director of insurance and employe benefits;
Roy C. Satchell. vice president- finance:
and Sherwood A. Haag, supervisor of
insurance and employe benefits.
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business insurance/perspective

Aviation

by Michae/ Reiss, director
F. Bolton & Co. (Aviation) Ltd.

London

Michael Reiss

Aviation insurance, by far the young-
est and most unsophisticated class of
business, is finally maturing with the ad-
vent of jet aircraft and the jumbo jets.

In the past rating has been very much
a "hit or miss" affair with fairly modest
limits of liability both from a hull and
legal liability aspect. Today, however,
there are many jets flying with insured
values of $9,000,000 carrying 180 persons
on whom we could assume an average
passenger award of $150,000 each, total-
ing $27,000,000.

Neither of these amounts take into
account any third party damage that
would be caused should the aircraft
crash into the Empire State building, hit
several aircraft landing or taking off at
Kennedy or O'Hare or any other promi-
nent airport.

It is basically true that the legal
liability aspect is taken much more
seriously in America and is far more
costly than in Europe or other parts of
the world. This is due to the fact that the
U.S. as a whole is much more insurance
conscious and awards tend to be much
higher in American courts.

The average award per person has in-
creased from $70,000 a few years ago to
somewhere in the region of $150,000 per
person, and this escalation must obvious-
ly be reflected in the general rating of
aviation business today.

The aviation market as a whole is at
the moment in a very peculiar situation,
in that following several very profitable
years during the early 1960s the rates
dropped so rapidly over all classes of
business that for many companies and
Lloyd's underwriters 1965 and 1966 will
prove unprofitable. Some underwriters
and companies may lose 50% more than
the premiums they take in.

MANY AIRLINES DO NOT appreciate
this fact and believe underwriters are
making too large a profit when they ask
for increased renewal terms. One can un-
derstand the resentment of a major air-
line operating for many years with a
clean record suddenly finding it is having
to pay considerably more for its insur-
ance.

The natural reaction is: "Look at my
record, why should | pay more? Surely |
should get a reduction in my premium.
Why should | pay for the bad operators’
loss?" This statement is very fine in
theory, but not really practical in that if
the principle were adopted certain good
airlines which were unfortunate enough
to have a loss would find their rates in-
creasing, let's say tenfold overnight,
which would be completely unreasonable.
Therefore, the same principle as on mo-
tor insurance has been applied: If the
general experience in the market shows

a loss trend, then the rates are increased
overall, resulting in all airlines paying a
little more.

Most airlines, by this | mean interna-
tional fleets, pay in the region of 1 % to
1.5% for their hull insurance. | am con-
vinced that underwriters cannot make a
reasonable profit at these rates, and
would argue that the correct rate at
which underwriters would be expected
to make a 20% profit would be in the
region of 2%. Major losses are now aver-
aging over one a month and with the
ever-increasing number of aircraft this
accident rate could well double in the

foreseeable future.

TURNING BACK TO THE question of
passenger legal liability, a point that is
not appreciated by many people is the
fact that although the average passenger
award is now $150,000 per person, by the
time a claim is settled in court in four to
five years' time the average is up by at
least 20% to 25% and underwriters must
allow for this when rating a risk.

Over several years there has been talk
of the formation of a mutual insurance
company by the major airlines which for
many sound reasons has not been consid--
ered very practical. | imagine it would be
extremely difficult to obtain agreement
on a rating structure that would satisfy
all airlines. Equally, it would not be easy
to work out what penalty an airline with
a loss would pay against the airline with
a clean record looking for a rate reduc-
tion. Finally, the potential liability in-
volved would mean the formation of a
highly capitalized company which would
in itself involve the airline in heavy ex-
penditure.

I am sure that airline executives would
agree that it would be unreasonable for
the insurance industry to subsidize air-
lines to the extent of losing money, and
that underwriters, like all business con-

cerns. should be allowed to make a rea-

insurance comes of age

sonable profit of around 20%. Equally, |
would agree with airlines that if it were
found that at the present rates under-
writers were making substantially more
than a 20% profit they could justifiably
argue that underwriters are charging too

high a rate and that the rates should
come down.

THE POSITION MUST BE looked at
over a period of several years because it
is impossible to look at a loss trend over a
shorter period than four or five years. |
feel the antagonism that has occurred
recently between the airlines and under-
writers over the question of rating has
been the belief that underwriters are
making considerable profits from their
underwriting, which goes back to the be-
ginning of the jet era when nobody had
any idea what the correct rates for jets
was going to be.

It was considered by mar.y people that
7 % would be the correct rate, but this
has proved to be too high and subse-
quently the rates have now become too
low over a short period of t.me. The next
12 to 24 months are going to prove to
be the most interesting period and it re-
mains to be seen whether London under-
writers are far sighted enough to mahi-
tain the worldwide lead they now hold in
this class of business.

Many problems remain to be resolved
-the problems of rating in general, the
problems of capacity, the problems of
attracting the good smaller accounts. The
goal is to keep a balanced view, primarily
iNn the question of rating. -

Michael Reiss is a directcr of F. Bolton
& Co. (Aviation) Ltd., and is also a name
at Lloyd's. He entered the cuiation insur-
ance market 17 years ago and travels
extensively in the U.S. and behind the
Iron Curtain. As a broker und an under-
writer, he tries to maintam a balanced

outlook between the two viewpoints.

You MUST forget what you know

by Bion H. Francis
corporate director of

employe benefits.
Crucible Steel Co.

It is sometimes a shock when we take a
system developed in the United States
and attempt to transfer it-or the think-
ing behind it-to a foreign country. Much
of what we have come to rely on simply
does not apply to foreign situations. In
this column, | am presenting some of the
background and attitudes we must learn
in thinking about employe benefits in
foreign lands.

The first national Social Security legis-
lation in the United States dates to the
mid-1930s; in Europe, the first legislation
of this type was the work of Bismarck, a
couple of generations earlier.

One result of this longer period of
growth is that European social security
systems can be much more complicated
and more expensive than what we are
accustomed to. | remember working
through a list of social security taxes
paid by one European plant. The total
tax was approximately 50% of payroll.

While the upper limit of wages and sal-
aries subject to the tax was less than
what we are accustomed to, the total
social security taxes were still a substan-

tial item.

THERE ARE ALSO supplementary
systems, which may be arranged be-
tween employers' federations on one side
and unions on the other. Or these supple-
mentary systems may be required by
1Aw, or by arrangements having the force
of law. This growth of what are essen-
tially systems of public protection has
been so extensive in some countries
that there is little room for private plans
to supplement the public systems. This is
one of the first things which you must
determine before trying to develop any
system of private protection.

These systems may provide kinds of
protection which are alien to our think-
ing. Examples are family allowances,
paid widely in European countries to en-
courage families to grow, and separation
allowances, paid to protect job tenure.

Even when the services of production
employes are . terminated, an employer

may be required to pay substantial sepa-
ration allowances. As a result, it may be
impracticable to lay off <production em-
ployes for short periods, as is frequently
done in the United States. This can result
in a completely different approach to op-
erating and production problems. In ef-
feet, in countries which pay substantial
separation allowances, cost of labor to
some extent has become a fixed overhead

cost rather than a variable expense.

NOR IS THIS PROTECTION limited
to production employes. In fact, the
amount of indemnities paid to middle
and top management employes for ter-
mination of services may be on a scale
which can surprise you.

An important difference between the
United States and foreign practice is that
in most of the advanced industrial na-
tions of Europe (and also in Canada) an
employe can deduct for tax purposes his
contributions to pension plans. This pro-
vision of the tax law is advantageous to
employes in that it encourages employe
participation in the cost of a pension
plan. Consequently, employes may ac-

cumulate a substantial equity in pension
plans.,

In the United States, on the other
hand, an employe cannot deduct his con-
tributions to a retirement plan. This en-
courages employers to pay :he full cost of
a pension plan. The result is that em-
ployes frequently have no equity in their
retirement plan except what will be pro-
vided by vesting after the employe has
been covered by the plan for a number of

vears.

IN THE UNITED STATES, perhaps
the major social requirement in our laws
dealing with retirement plans is the re-
quirement that a plan cannot discrimi-
nate in favor of officers, directors, super-
visors or other highly paid employes.
This has become so much a part of our
thinking on retirement problems that it
can be a surprise to discover that no
other important country has a similar
antidiscrimination requirement.

In fact, there are countries in which
the actual practice is .exactly the op-
posite. In these countries "top hat”

Continued on following page
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perspective

Continued from preceding page the United States This IS perhaps a rea- social security, especially in France The ble to give a picture of the infinite var-i-
oension plans are developed for the pres- son why life insurance iS not so widely value of social security reserves held in ety of foreign systems of public and pri-
dent of the company and perhaps a few bought m Europe as In the United States France was largely destroyed by infla- vate benefits, together with the financial,
.op officers But if life insurance in large amounts tion Since the same inftation also de- tax, and legal framework which sur-

Private pension plans are strictly regu- is not bought widely in Europe, where stroyed much private savings and life rounds these benefits | hope, however, |
Lated in many European countries One does protection come from for the wife insurance, it became necessary to work have made my main point
aspect of this which has surprised me, in and children of a wage earnerp Here we out a system of protection for old people Before you start to learn anything
new of the unfortunate European expe- have a secondary effect of inflation This had to be done not only at a time about foreign benefit systems, your first
IS that the invest- when money was limited but also when step should be to cleanse your mind of
ment of pension plans is limited so strict- IN MANY COUNTRIES of Europe, in the value of money was still dropping what you know Much of what you think
ty that these plans have been unable to developing private pension plans, It IS the sharply of as basic knowledge about benefits will
make substantial investments in common practice to Include widows' pensions of In this situation, the French gave up only get in your way when you leave the
substantial amount These may be as any attempt to funa their system of so- borders of the United States

As a result, these funds have not much as 60% of the pension which an cial security Instead, they improvised a
had the protection which they might employe would have received if he had complex system in which old age pen- Bion Francis graduated from Massa-
have had against inflation The most im- remained in the company's service until sions are linked both with past services chussetts Instltute Of Tech'nology w:th a
portant exception to this is Great Britain, his normal 1 etirement age The widow's and with current cost-of-living indexes degree in mathematics He has served
where pension trust funds have been in- pension is usually supplemented by addi- The cost iS based entirely on current in- as insurance manager for Wellington
vested heavily in property and in corn- tional payments for dependent childi en dustry contributions Sears Co, West Point Pepperell, Olin
These benefits from p | ivate pension This "distribution” system is appar- Corp and Cructble Steel Currently, he

The experience of some European econ- plans provide at least part of the protec- ently a successful attempt to build a ts president of, the Insurance Buyers
omies with inflation has been fi ighten- tion which in the United States comes sound structure of social security on the Assn in Pittsburgh and was a director

»lence with inflation,

»tocks

mon stocks

ing Savings accounts and life insurance from life insurance

m particular have suffered greatly from

Another interesting result of Inflation ing power is rapidly eroding

inflation, and az e far less popular than in has been the effect on the funding of

Bankrupt firm must show
damages arose after bankruptcy

by John W. Giles

Washington, D C

App 1966) and Patton u Fidelity-Phita-

quicksand of a currency whose purchas- for seven vears of the insurance division
of the American Instltute for Economic

In a column such as this, It IS impossi- Research

ble injury by a driver who may well be
nervous, overwrought and preoccupied

as he drives a stolen car

Car renters and insurance companies
now have a new weapon against those
who would rent a car and fail to return it
The supreme court of appeals of Virginia
has recently decided that such a taking is
embezzlement and so convicted a defen-
dant who failed to return a rented auto-
mobile

The court also held that the corpora-
tion court of the city in which the defen-
dant was legally obliged to return the

When the company refused to defend, ) o o
automobile had proper jurisdiction to

delphia Trust Co, 246 F Supp 1015 (D E It foresaw the possibility of a large Judg-
Pa 1965) There was a strong dissenting ment against the Insured but did nothing
opinion in favor of the plaintiff's claim about it. Should it now be permitted to
here on the ground that the creditors of a simply pay up to the policy limits and go

try the case

We are glad to note that New York has

bankrupt should not be permitted to on its merry way9 We Just cannot see taken a sensible position with respect to

John W Giles

If you should have the misfortune to
become bankrupt after fire insurers re-
fuse to indemnify you for losses resulting
from a fire which destroyed your prop-
erty, do you have any right to assert any
claim for either actual loss or conse-
quential damages caused by the insurers'
failure to pay youp Does any claim you
might have pass under Section 70 of the
Bankruptcy Act, to your trustee9

This whole problem has been recently
discussed at length by the California su-
preme court in Retchert v Gene,al Ins
Co of America, July 3, 1968 In the case

benefit by allowing the trustee to recover it

for damages for an indury which could
only affect the bankrupt's earning power

after bankruptcy and does not affect the they may be a source of potential habil-

B a statute requiring operators of motor-

cycles to wear approved, protective hel-
Even though you fence in your dogs, mets

The statute was challenged on the

banki upt's estate or earning power pnor tty which bears insurance consideration ground that it interferes with the liberty

to bankruptcy
The whole point of these eases appeai s

to be that should an insured, as the result qu%stlo

of the failure of the insurer to indemnify
him for fire losses, become bankrupt, his
lawyers must take a clear position that
the damages claimed are to the insured's
reputation and czedit and that his loss
was caused entirely by the ensuing bank-
ruptcy It must be made entirely clear
that all the assured's asserted rights and
damages arose after the bankruptcy ce-

curred

In a recent Florida case, dogs were of the individual New York says this
fenced in and never touched the child in statute is a valid exercise of police power
but the court of appeals of Michigan, you
t the child had become frightened will recall, reached an opposite conclu-
by these caged-up canines and darted in- mon The Michigan court thought the
to the street, and was run over and statute only protected the cyclist from
killed The Florida statute imposed ab- himself and had no relationship to the
solute liability on owners for darnage public health, safety and welfare
"done by" dogs The court refused to When one of these boys runs into you
or you run into him, the possibility of his
head injuries are terrifying to you and
The court based its opinion on a Geor- also the insurance cornpanies Let's keep
gia case in which the plaintiff, a rninor, these losses as low as possible so the pre-
was riding her bicycle when she was at- miums will not continue to soar
tacked by a large vicious German police

grant summary Judgment to the de-

fendant

In a recent case the U S couit of ap- dog owned by the defendant In her at-

peals for the fifth circuit has held that an tempt to avoid the dog, she ran over an
insurel’s liability was limited to the face obstruction and was injured

amount of the policy and not for the

damages awarded m excess of the policy was the proximate cause of the injury In
limits, even though it wrongfully re- Florida, the dogs never left their con-
fused to defend its insured in an action fined area

under the policy

The case showed no offer of settlement much more than the price of the Gaines,
and in the absence of such an offer, the in situations in which children are fright-
insurer was not liable for a bad faith ened and consequently panic

breach of the contract or for conduct

tantamount to bad faith, the court said

- shRdbnsihen retuned A erdigtofw

against his insurer in order to recover the
amount of the judgment on the ground
that the insurer wrongfully breached ItS
contract to defend and it was foreseeable

that uct] reach woul re
ment well
The insured here had a $

hich hold that if you leave your keys in driver o

Itina.Ju
above he Imits Of | e olic
auto- part
the plaintiff argued that the claims as- mobile policy He was in a coII|S|on A injury The South Carolina court says

serted against the insurance company passenger in the insured's car died as the that you could not foresee the indepen-

nnot affo
R eSS ooty i Fenpeio

Suppose an automobile accident occurs
in North Dakota and a minor passenger is
injured What is the effect of the North
Dakota guest statute if the injured pas-

senger is a resident of Minnesotal' Can
this Minnesota resident recover from the

The Georgia court opined that the dog

negligent driver, himself a resident of
North Dakota, for induries sustained in
this acciaent occurring in North Dakota,
m an action instituted in Minnesotap

Those "lovely"” dogs may cost you

The Minnesota supreme court has said
that, even though the automobile was
sured i orth Dakota, the fact that the
f'the car was prmmpaﬂil em-

ployed in Minnesota, held a Minnesota
driver's 1.cense and that the trip began in

Minnesota, gave proper jurisdiction to
the Minnesota court

You may recall that there are cases

your automobile 'and a thief steals your
cal and subsequently injures someone,
you are liable

But the last word on this subJect from

the supreme court of South Carolina

to ass e anything

ffecto
Fe aCC|dren?
guest statutes The subJect is technical

and requires, at the outset, careful legal
analysis

is nott e proximate cause of

arose after the filing of his petition in result of the collision The passenger's dent act of negligence and willfulness on
banki uptcy and hence were personal to wife sued the insured, who notified the the part of the thief
him and did not vest in the trustee How. insurer The Insurance company did

ever, the California court took the posi.

hon that the claims arose prior to the

nothing

Such a situation presents a difficult de- John VWV Giles, attornev at law, :s a
cision by a court Some people are more member of the bar of New York, Chicago

Should this insurance company be imaginative than others, but we believe and Washington, D C He ts a former
olaintiff's bankruptcy and hence became penalizedp We think so, even though the that the average person IS aware of the special consultant to the Comptroller
vested in the trustee wife of the deceased passenger made no possible consequences of leaving a key in General of the US, professor of law at

The California court discussed two offer of settlement when she sued the the lock of an automobile Cathohe Untversity of America and the
In any event, the possibility of liabillty Unive?sity of Kansas, assistant general
for damages resulting from bankruptcy pany go in wilfully refusing to defend here, depending on your state, is a very solicitor for the Chesapeake and Ohio

rhese cases are Wooten v Central Mu- the insured, regardless of any offer of proper subject of adequate coverage No Railroad, and resident attorney for In-
mal Insurance Co , 182 So 2d 146 (La settlement?

dYther decisions which concerned claims insured How far can an insurance com-

termnnmnhnnril Miturrnilf frnri rbhbomi_.,=nNnl r,rm



Is there roo for the

INn business insurance?

At Allstate, we've never
been content to do

things the way they've always
been done. And we've never let
ourselves get boxed-in by out-
of-date thinking that chokes

off new ideas.

Now we're bringing this
same maverick point of view
to 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

tackle any problem you can
throw at us-however big.

Our men are specialists.
HandBicked. 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, next time you need a
quote. Call us, won't you ?

Phone g312) 291-5507, or
write Allstate Commercial

Division, 50 Allstate Plaza,
Northbrook, lllinois 60062.

Alistate®
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CGL unitis devn's advocate m pol/icy critique

NEW YORK-The American committee noted, is that insured consequence of an event involv- tee explained, sets forth the in- The third party beneficiary
Society of Insurance Manage- events ai e now defined as occur- ing Injurious exposure to condi- sured's duties in the event of an exclusion in the former policy
ment's booklet on the new com- rences (rather than as acci- tions which may at some inter- occurrence, claim or suit "The is eliminated, the committee
prehensive general liability pol- dents), which result in bodily in- mediate time result in unforesee- insured must promptly take all noted "This exclusion was
1Cy, Just off the presses, is aimed Jury or property damage neither able injury or damage becoming reasonable steps, at his own er- originally intended to prevent
at playing the role of devil's ad- expected nor Intended from the manifest at a later date " pepse, to prevent other bodily in- insurance being applicable to the
vocate in regard to the new standpoint of the Insured The CGL committee explained Jury or property damage arising assumption of absolute liability
form, according to the ASIM that it's "immaterial” whether out of the same or similar condi- by an insured with respect to

committee which authored the "THE TRIGGERING OF cover the causative event itself was tions " The former policy con- persons with whom the insured
booklet is not the accident but the during or before the policy pen- tained no such requirement had no contractual relationship
In an introduction, the CGL resultant injurv Or damage with- od, "or even if it continued over "Under the new policy, if the and to whom the Insured would
committee said that it "has not in the policy period which can be several prior policy periods per- ins.ired does not take steps to not otherwise be liable
undertaken a 'Judge and Jury' traced back to an event caused haps involving several different prevent added bodily injury or - Elimination of this exclusion
objective analysis of the pros and by the insured or for which the insurers
cons advanced by protagonists, insuied may be held legally ac- pr?j)ﬁgr){ (fa|rr]n3rgeo1rihdenrr?ny SUr%r'(I;PrOW%ﬁg C?r\]/etraegeounde\l;vc?cn_
but rather has undertaken to an- countable " according to the "THIS IS NOT consistent with shoch e tn gxpec eda%J the resu ftin 0 |gen|oﬁ %C ¥ R.CH
ticipate those problems which the general -nterpretation of the ins.ired and hence would not be the insured may be held liable i
) ) y be he iable in
may arise under this unilateral "The triggering of the insur- language of the prior policy, covered by the insurance policy,” ., action on a contract by per-
product authored by underwrit- ance has changed The intent or which was that coverage applied the committee stated sons not a party to such con-
ers who deliberately limited the expectation of the insured is in- at the time of a negligent act tract ”
scope of insurance protection in volved In determining the exis- rather than when the injury or THE NEW FORM also con- . . .
a number of areas " tence of cover The insurer may property damage became evi- tains a definition of property , New wording in the P°'_'CY
Among the differences be- have opportunity to cancel in- dent " damage as "injury to or destruc- makes clear that when the limit
tween the old and new form, the surance and avoid liability as a A new provision, the commit- tion of tanglble property,” the ©f (he insurer's liability has been

committee said "In the previous exhausted by payment in settle-

form there was no definition of
property damage nor specific dis
tinction as to the nature of the
property or property rights
which may be involved in in
sured damage,” the committee
reported

kent or in satisfaction of one or
more Judgments ansing from the
sarne occurrence, the insurer IS
no longer obligated to (1) pay
any further claims or Judgments
or (2) defend any further suit
Insurers assert this provision is

not intended to restrict coverage,
out rather to clarify that it was
never the intention of insurers to
provide a defense after the pol-
.cy limits had been exhausted,

"Explanatory material fur-
nished by the Insurance Rating
Board states that the 1966 policy
will cover the insured's legal lia-

The good life

Reliance's Executive-Professional Security Plan
ts for people who work hard to enjoy "the good life "
For they are the ones who most need

bility if no specific exclusion ap-
plies, even though the tangible
property is not physically dam-
aged but is made useless by the courts have taken a contrary

view in a number of recorded

the committee explained

Many insureds and some

the Plan's extra liability protection act of an insured \ ' _
instances, it said

"WHETHER THE BOARD in-

terpretation will be practically

applied by all insurers is open to definition has been ™medified m

. ser-ous question,"” the committee two respects Coverage has been

up to a million dollars or more
. . . THE POLICY TERRITORY
Ask your independent Reliance agent about it

A, Vv stated extended to include bodily in-
7 ﬁ étr; , Another major revision has Jury or property damage occur-

. been the insertion of two lengthy ring in international watels or

= - AT CJ: definitions relating to product air space, provided it is not in the

e:551 - . liability and completed opera. course of travel or transporta-
tions, including their separation tion to or from a foreign Jurisdic-
into two distinct parts, except as  tion, the committee said

to policy limits, the committee "This would presumably af-

said "The separate definitions ford cover for injury sustained

now establish for each hazard a by an astronaut circling in space

separate premium charge, but a propided he is programmed to

continuing single limit return to insured policy territory

"The definitions provide that on this earth or, less di amatical-

‘ the injury or damage, not the ly, at the site of off-shore drilling
occurrence (or accident as in the operations as well as between

present policy) must happen af- such site and the mainland,

1.61 ter the completion of the opera- whereas there would be no cow
tions This will be at variance erage for injury sustained in the

with some court decisions under course of travel or transporta-

, the old policy, which held that tion between the insured domes

= the accident happened at the tic territory and some other

< e time of the insured's negligent country or continent
act during the course of opera- "There are numerous other
tions, even though damage oc- changes including the condition

- - curred later," the committee relating to other insureds, the

contended definition of bodily injury no

longer including "death," the

ANOTHER NEW exclusion, coverage for Incidental contracts

I' ‘t according to the committee, is being broadened to include side-

sistership liability or products track agreements and easements
recall "The purpose of this ex. so long as they do not involve
clusion is to deny coverage for construction or demolition oper-
/3/trfij damages resulting from the ations on or adjacent to a i ail-

o - withdrawal, inspection, repair, road, the water damage liability
‘‘‘‘‘ replacement or loss of use of the exclusion elimination, with the

1 C insured s product or work if  exception of an area described as

the withdrawal from the market 'Greater New York' where

or from use is because of any losses arising from water dam-

known or suspected defect or de- age have been substantial

ficiency in the product or work,"
the committee said "THIS IS A BROADENING of
"The cost of withdrawing the cover or no change depending
product from the market is not upon where the Insured's expo-
+ w covered Should a manufacturer sures are Insurers have sought
9 fail to withdraw a product from to avoid requirements to inspect
the market following the discov- the insured's premises and facili-
7 ery of a known or suspected de- ties by inserting a waiver of obli-
a .1 feet in the product, it is the in- gabon to inspect The change
rar tention of the insurers to deny does not indicate an attempt to
cover for any subsequent dam- avoid the consequence of a negh-
B , i ages arising from customer use gent inspection provided there IS
"i +1-t --.,;lh,he A 4,1,2, . of that product avidence that such inspection
e R was in fact negligently made,"
1.7 "THE BASIS for such denial the committee stated
o would be that the damage is Chairman of the CGL unit was
clearly foreseeable and there- R W Bland, risk manager for
4 A4 fore not caused by an unex- Panhandle Eastern Pipeline Co,

pected happening,” the CGL Kansas Clty, a frequent critic of

— BEBrnrrmrmitton 1t +— DDA —— .. w~——_1a

lit
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business insurance/international

Dispensaiy Land Rover passes thicugh a valley "kampong;' or village, en -oute -0 the morning's clinic. Peace
Corps vo Lnteers are expected tc adi-,st to living conditions such as the griss hut: shiwn along the side of the

road.

Peace Corps photo

I[talian insurers conservative, but
more capacity is available

TRIESTE-An example o:
ho-v U.S business is quietly mov-
ing into the Common Market, by
using existing European facili-
ties, ts the 1966 marriage be-
tween Aetna Life & Casualty and
Assicurazioni Generali (the
General Jnsurance Company of
Tr.esle :rd Venice).

Another case is the affiliation
early this year between Trave]-
ers Insurance Co. and Riumione
Adriatica di Sicurta (Adriatic
Insurance Co).

The Generali worldwide
group includes more than 60 as-
sociated companies and has facil-
ities in 50 countries. The com-
pany was founded in Trieste in
1831 and has been able to survive
the war and other European up-
heavals. In 1967, the company
wrote premiums totaling $302 -
000,000.

According to Annibale Piero
Mijeheli, Generali's New York
secretary. the Italian market
could increase its retention sub-
stantially "without relying so
much on London.”

HOWEVER, MR. MICHEL]
painted out, Italian underwriters
are very conservative and tend

to evaluate commitments "more
like a bank." In other words, he
explained, U.S. companies will
write a risk based cn overall ex-
posure, while Italians will take a
company's financial ecndition in-
to consideation.

Products liability is added by
specific endorsement to the gen-
eral liability policy, Mr. Micheli
continued, adding that in Italy
"the courts aren'l as liberal as in
the U.S. and the judges think
that the plaintiff has some re-
sponsibility as well.’

General'. is tne carrier for
Motta Corp., Mr. Micheli said,
which is the largest maker of
candy in Italy. "Therefore, we
have some experience in these
types of claims."

IT SEEMS THAT pain and suf-
fering are worth more in the
U.S. than in overseas countries,
Mr. Micheli commented, point-
ing out that a $100 a week pizza
twirler in New York was recent-
ly awarded $335000 in damages
for a neck injury sustained in an
auto mishap.

Automobile insurance is the
"biggest problem" in the Italian
market, the Generali executive

Germans get products liability
as part of legal liability cover

FRANKFURT-A check of in-
surance conditions in Western
Germany shows that products li-
ability i.3 included in the German
legal liability policy-or rather,
the coverage isn't specifically ex-
cluded

Underwriters are "naturally
worried" about this condition,
confided Dieter H. Haacke,
Frankfurt manager of American
International Underwriters, but

brokers are

insurance very

happy" for their clients' sakes.
The German policy is very
broad, Mr. Haacke explained,
and the custom is to look at a
company's products and then

1. e el A v Ale i th R

rate. Since the policies are often
written for five or ten years, the
potential hazard has to be stud-
ied very carefully.

THE GERMAN INSURANCE
market has a good capacity, Mr.
Haaeke said, but reinsurance has
become the number one prob-
lem. "It's well known that many
names are leaving Lloyd's," the
insurance executive said. "and
they aren't being replaced a:
quickly "

The trouble is, he explained.
that fire losses have been very
heavy in Germany in the past
few years, "and fire prevention

continued, "because there are no
speed limits, and so far, coverage
isn': compulsory." He added that
the Italian Parliament is consid-
ering making it so.

A new type of international
coverage being written by Gen-
erali for automobile insurance is

called European assistance, Mr.
Micheli said.

THE COVERAGE IS available
for any Western European na-
tional thinking of driving his car
outside his native country and
guarantees claims, bonding and
medical payments. "In one case,
we actually chartered a plane to
cover an emergency operation.”

This protection can be added
as an extension endorsemen. to a
basic policy, Mr. Micheli said, but
in countries such as Italy, where
coverage isn't compulsory, it can
be iss Jed as a separate policy.

The use of big life insurance
policies as key man protection is
still "very unusual” in Italy, Mr.
Micheli said. He added, however,
that as the Italian economy pros-
pered w ith a corresponding in-
crease in the standard of living,
sales of individual life policies
were growing substantially -

Montreal insureds

change chapter name
of ASIM group

The Montreal Insurance
Buyers Assn. has changed its
name to Montreal Risk & In-
surance Management Assn. J.
J. Picard, president, said the
new name will more ade-
quately reftect the member-
ship's function in the modern
corporate approach to risk and

i insurance.

The association is a chapter
of the American Society of
Insurance Management Inc.
whose affiliated members in
Canada manage an average
annual insurace premium vol-
ume of more than $100 mil-

lion.

Peace Corps members
covered for medical/,

life, personal effects

WASHINGTON-Afully
equipped first-aid kit, an ade-
quate supply of vitamins and a
few folders on insurance protec-
tion and medical coverage are
necessities among the gear Peace
Corps volunteers take on assign-
ment.

The first aid kit contains sup-
plies for minor injuries or ill-
ness, the vitamins are a daily re-
quirement and the folders give
the details of medical coverage,
life insurance and personal arti-
cles coverage.

Even before the final decision
is made on whether a candidate
becomes a volunteer, he is put
through a rigid medical screen-
ing program. And as a volunteer,
he is given insurance benefits
plus full scale medical coverage.

THE TRAVELERS insurance
Co. underwrites a health ben-
efit

for the volun-

program
teers which carries a $10,000
death benefit. The group life pol-
iey is optional but once a volun-
teer cancels his coverage, it can't
be renewed, said Brian Johnson,
director of volunteer finance. He
added that most volunteers who
waive the group policy have
some other form of life coverage.

The Peace Corps recommends
that its volunteers carry sorne
form of coverage. However, Mr.
Johnson pointed out that of 25,-
000 volunteers who have already
served, there have only been 43
deaths and rnost of these have
resulted from accidents such as
falling or drowning,

Coverage goes into effect the
day training starts and if a vol-
unteer terminates his work in a
place other than the U.S., cover-
age ends 60 days after the day of
separation. If he terminates in
the U.S., coverage lasts only an
additional 15 days.

The policy is on a contributory
basis and costs a volunteer $1.20
per month, which is withheld
from his readjustment allow-

ance.

THE WHOLE MEDICAL pro-

cess begins with a thorough ex-
amination at which time certain

disqualifying factors may show
up. According to the medical di-
vision in Washington, each appli-
cant's general medical condition
is reviewed against the health
hazards likely to be encountered
during service.

"We also like our volunteers to
have a complete dental examina-
tion before reporting for train-
ing," Mr. Johnson said.

During the training phase, vol-
unteers receive further medical
instructions on

examinations,
how to deal with health prob-
lems overseas, limited medical
and dental care and immuniza-
tion. The Peace Corps provides
eyeglasses, eye refractions and
eyeglass measurements.

A psychiatric consultant meets
with groups of trainees to discuss
ways of coping with stresses that
may arise during training and
overseas. Upon request he meets
with individuals to work out

problems.

VITAMINS ARE A daily re-
quirement because of the food
and water conditions in most
areas and if a volunteer is in a
malaria-infested area he takes a
special medicine every seventh

day which builds up his resis-
tance to the disease.

His first-aid kit contains the
basic medicines and materials
for minor injuries or sicknesses.
Beyond that a volunteer should
contact a Peace Corps doctor and
he will decide the necessary
steps. In most countries there's a
Peace Corps doctor and a medi-
cal clinic consisting of a small
lab, treatment room and exami-
nation area. He is familiar with
what local facilities are avail-
able. If adequate care is not
available in the host country, he
knows the evacuation procedure
to approved facilities, in many
cases back to the U.S.

The Peace Corps doctors are
also responsible for administer-
ing the necessary booster vac-
cines and performing annual

laboratory and physical exami-
nations.

At the end of a volunteer's
Continued on page 32

Lloyd's taps Russia
as insurance market

LONDON-Insurance brokers
in London have no hesitation in
placing coverage behind the Iron
Curtain if the necessity arises,
and an incident which took place
three years ago but was only re-
cently disclosed, illustrates this
point.

In 1965, the Brazilian govern-
ment sent a consignment of gold
valued at $70,000,000 to Fort
Knox on a Brazilian ship.

The marine department of a
Lloyd's insurance broker was in-
formed about this on Thursday
afternoon, and told to arrange
coverage before the ship left
Brazil on the following Monday
rnorning.

"Everything that could go
wrong happened,” explained a
spokesman for the brokerage

house, who prefered to rennain
anonymous, "including a long-
shoreman's strike in New York
harbor." In addition, he contin-
ued, "the ship was considered to
be in a highly unseaworthy con-
dition.”

By late Friday afternoon, "in
spite of intensive effort,” the
coverage obtained was still short
by $15,000,000, "when somebody
suggested the Russians.”

A cable was promptly sent to
Moscow, and acceptance was re-
ceived by return wire. "We have
to consider world capacity when
placing a difficult risk,” the
source continued, "and this was
one occasion when our good rela-
tionships with Moscow amply
paid off."
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German insurance buyer is a rare find

FRANKFURT-IN large Ger-
man industrial firms it is "very
rare” to find a trained insurance
man in the position of buyer, ac-
cording to Jurgen F. Broder-
mann, managing director of
Gradmann, Holler & Co.'s for-
eign department, German cor-
respondent for Marsh & McLen-
nan International.

Mr. Brodermann explained
that this function is usually han-
dled by lawyers or controllers
and that many big companies
like to deal directly with under-
writers. However, there is a
"growing awareness" that insur-
ance is important, and that deal-
ing directly with one company
doesn't always guarantee the
best rates and conditions.

The situation is further com-

plicated in Germany, Mr. Bro-

dermann explained, because
many industrial concerns set up
a captive insurance agency to
handle their own affairs.

CTTHERE IS A LAV in Ger-
many which forbids rebating of
commissions,” Mr. Brodermann
continued, "so to circumvent
this, a company will establish a
legal firmm to buy insurance, and
install its insurance buyer as
managing director.”

The insurance companies go
along with the system "simply
because the firms are so big, and
the business is guaranteed. How-
ever,” Mr. Brodermann said,
"German authorities are watch-
ing the situation very closely."

The "biggest weakness" of a
captive agency, Mr. Brodermann
said, is that because the business

Call the

is guaranteed there are usually
no trained personnel with an un-
derstanding of insurance.

"They are also faced with a
real conflict of interest,” the in-
surance executive continued,
"because although they have to
get the best insurance for their
parent company, they must at
the same time show a profit by
getting good commissions. This
can result in paying a higher
premium in some cases merely in
order to obtain higher commis-
sions and make the net cost look

lower.™

IN AMERICA, Mr. Broder-
mann continued, an insurance
manager devotes a large part of
his time to safety techniques and
gets "really involved” in this
problem. The German captive

top 100

agency, on the other hand, rarely
looks after this important task.

Mr. Brodermann also outlined
the role of an insurance broker
in his country, "where insurance
patterns are changing rapidly"
and the captive agency system
competes for the business.

The German insurance indus-
try grew up mainly around the
two principal seaports of Ham-
burg and Bremen, he explained.
Before the war, it was the cus-
tom for interior manufacturers
to consign their goods to large
merchant houses at these sea-
ports, which arranged exports
and took over all insurance re-
sponsibilities.

The large insurance brokers,
therefore, were principally in-
terested in marine and cargo in-
surance, Mr. Broderman con-

US. Corporations
and find

out who

writes their overseas

employee benefit
iINsurance

American International Life Assurance Company of New York

one of the American International insurance companies

102 Maiden Lane, New York, New York 10005

tinued, "and rarely went after
fire business or other related

lines.”

HOWEVER, AFTER the war,
with the de*elopment of trade
fairs in the principal German cit-
ies, industries began to form
their own overseas connections
"and no longer needed the ex-
porting houses." Insurance bro-
kers followed this trend and be-
gan to actively seek business at
the source, opening up branches
in the interior cities of the coun-
trys

"l really feel that we brokers
have become the salt of the Ger-
man insurance industry,” Mr.
Brodermann said, "because as
you can seefrom what I've told
you about the captive agencies,
the market would stagnate with-
out us motivating big companies

to change their buying prac-
tices.”

In Mr. Brodermann's opinion,
an "enormous amount of educa-
tion" is necessary in Germany to
train insurers, as well as their
clients and brokers, in safety
methods and techniques.

"The best teacher is money,"
he commented, "and a series of
disastrous marine and fire
claims is making companies
more aware of the necessity of
adequate fire prevention meth-
ods."”

In many industries, he dis-
closed, fire fighting brigades are
being set up and sprinkler sys-
tems are being installed, "even
though this is only just begin-
Nning to be accepted.™ .

Germans ...

Contintted from page 23
methods have a long way to go.”

A committee of German insur-
ance companies went to the U.S.
in 1966, Mr. Haacke stated, "and
found safety standards to be
much higher.”

Labor conditions are very fa-
vorable in Germany, Mr. Haacke
zontinued, and American invest-
ment is encouraged. "The unions
ion't make exorbitant demands
in this country,” he said, "which
helps in controling insurance
costs.” The recent strikes in
France met with very little sym-
pathy, "because we've had to ab-
:orb over 12,500,000 refugees into
our economy and they know the
value of their jobs.”

Workmen's compensation is
also easier to handle than in the
U.S., it was explained by Erwin
Heinrich, AlIU claims manager,
*'because it's all supervised by
the federal government and is
obligatory from the general
manager down."

There are about 75 govern-
ment-supervised mutual funds,
arranged by industry, Mr. Hein-
rich said, and until this year only
salaried employes earning up to
55,400 annually were compelled
to contribute.

However, total contribution is
now divided equally between
employer and employe and
amounts to 15% of gross salary.
In 1969 this percentage is sched-
uled to increase to 16%, and fur-
Cher increases are expected,
' which will probably be funded
by the state.”

Mr. Haacke also commented
that insurance regulations in the
Common Market were restrict-
ing rather than freeing industry.

"One policy in the Common
Market is frowned upon,” he
said, "and if you have six subsid-
i.aries in six different countries,
>ou must write a different policy
fir each of them.” Mr. Haacke
commented that this procedure
was "sheer nonsense”™ and would
be the same as writing 50 differ-
ent policies in the U.S. -



British insurer sets

multi-country pension

LONDON-AN international
pension fund which will allow
companies with overseas opera-
tions to make proper retirement
provision for their third-country
nationals has been established in
Switzerland by Hogg Robinson
& Gardner Mountain (Life &
Pensions) Ltd., a member of the
Staplegreen Group, which is
represented at Lloyd's and in
most parts of the world.

A third-country national is a
person employed by a corpora-
tion in a country other than his
own. This situation can present
special retirement problems,
since pensions and social security
benefits can vary greatly among
countries, and there is no guar-
antee that any accumulations are
transferable.

"This is a very large problem
in Europe," explained Gordon W.
Shaw, managing director of the
international life and pensions
brokerage house, "because in the
technical fields, especially engi-
neering, middle
employes are transferred fre-
quently.”

management

THE PURPOSE OF the fund,
as outlined by Mr. Shaw, is to
enable companies to provide for
their employes by sharing in a
centrally administered fund,
'with all the advantages that
Bow from the pooling of invest-
ment resources and administra-
tion expenses."

The fund will be operated by a
trust, registered in the principal-
ity of Lichtenstein, which has
close economic ties with Switzer-
Land, and will enjoy free transfer
of currency, an essential facility
if it is to succeed.

Investments will be held in
Switzerland and managed by a
Swiss private bank. The man-
agement of the trust will be han-
dled in all other respects by
Hogg Robinson & Gardner
Mountain (Life & Pensions) Ltd.

Benefits will accumulate in
Switzerland in a hard currency,
Mr. Shaw said, "and can be paid
out in any other country." The
third-country national will not
only be guaranteed an adequate-
ly funded pension, but will also
benefit from any capital gains.
'He can drop in at Geneva on his
way home to retire and pick up
his check,” Mr. Shaw com-
mented, "and if he needs any
further investment advice we'll

be glad to provide it."

SWITZERLAND WAS chosen
rather than Bermuda, Mr. Shaw
explained, "because the Swiss
are a nation of international in-
vestment bankers with plenty of
scope." Mr. Shaw added that the
Swiss are very cautious and can
be relied upon to give very de-
tailed attention. In Bermuda, on
the other hand, any transactions
would have to be carried out by
A localbank \which would not

Political stability was another
important consideration, Mr. 1
Shaw continued, "since we have |
to look 40 years ahead, it seems
to us that Switzerland has a far |
better future than Bermuda or
the Bahammas." 1

The pension fund will have an ;
edge over other schemes oper-
ated by individual companies in-
vesting their own capital, ex-
plained Richard J. Side, London
regional director, "since it will
be constructed like a mutual 1
fund with mass investmentina f
pooled account.”

Each participating company
may contribute to the fund at &

tinued. This could be a fixed per-
centage of an employe's salary or
a rate determined by the com-
pany's own actuary, based on the
benefits which it wishes to pro-
vide.

Benefits payable from the fund
could be either in a cash sum or
periodic pension payments. "A
cash sum may be more appro-
priate in the case of an employe
returning to his own country af-
ter spending a large part of
his service abroad,” Mr. Shaw
pointed out.

Although a net yield in excess
of 5% per annum could be ob-
tained by investment in fixed in-
terest bonds, it is intended that
the investments of the fund will

Continued on page 26
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Alow's your loss=Drevention Drogram
1 snaling UD,

1 Your loss-prevention program is stronger, more effective when it's supported by ADT fire
protection services. Fully automatic ADT systems detect smoke, sudden heat or particles
of combustion from early stages of fire. Fast detection triggers alarms, summons help.
Fire and water damage is held to a minimum. Ask the man from ADT about a free premises
survey to determine your exact protection requirements.

ADT fire protection services can be combined with ADT security services for greater pro-
tection. ADT technicians design, install and maintain all ADT systems.

Latest annual fire-loss figures show smoking and
matches to have caused 172,600 building fires-the
greatest sing/e cause of such fires: National Fire

Automatic fire and smoke detection systems

Sprinkier supervisory service

Waterflow alarm service

Burglar alarm service

Guard reporting service
Manual fire alarms

Protection Association estimates.

See"Yellow Pages," or write:

Bl ® 155 Sixth Avenue
/IW S New York, N.Y. 10013
AN INTERNATIONAL ORGANIZATION !

If you're wondering
whether we «in handle

all your insurance overseos,
Call us on it.

THE HAGUE
Tel. 614561
SYDNEY
Tel. 27-5071

MADRID
Tel. 479631

GUATEMALA C.A.

Tel. 6-1361
TOKYO

Tel. 273-1071
MILAN

Tel. MIlan896588
JOHANNESBURG

Tel. 838-3481
BRISBANE

Tel. 31-2834

RIO DE JANEIRO
Tel. 31.36.26
CHRISTCHURCH
Tel. 40-558
LONDON

Tel. Royal 0510
HONG KONG

Tel. 239181
SAN JUAN

Tel. 767-0380
FRANKFURT

Tel. 720836
SALISBURY

Tel. 28238
BRUSSELS

Tel. 13-68-70

(and 86 other countries)

CARACAS

Tel. 81.04.61
ROTTERDAM

Tel. 010-140477
SINGAPORE

Tel. 73838
BOGOTA

Tel. 43-03-15
MELBOURNE

Tel. 61-2831
CAPE TOWN

Tel. 412601
ROME

Tel. 470406
SAO PAULO

Tel. 37-5630

INA- Insurance Company of North America-

has service facilities in 110 foreign countries, our own
employees all over the world. We're the only U. S.
insurance company that does. To extend domestic
coverage to your overseas facilities, see your
insurance broker or your INA agent.

Insurance Company of North America
16th and Parkway, Philadelphia
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If Juan Gomez of your Orinoco office e TGy oo vty
breaks his leg stealing home, you may be liable e s i ron et an ot

lion to smaller retail stores They
account for one-tenth of all retail
Sales in Japan So when a de-
- partment store made use of auto-
- mobile accident Insurance, peo-
- ple took notice

Tokyo's Keio department store
gave the coverage away-with a
stiff qualification To help com-
memorate the store's first anni-
versary, Keio had "traffic insur-
ance shopping bags" printed, and

gave them away at the store

r”J 1 111, GIVE-AWAY started

Nov 1 of last year, and in 60 days

0 Keio passed out 150,000 bags,

/c) each printed with the Saul Bass

o4 - design of blue doves which has

been the store's trademark Cov-

erage was $277, but payable only

if the shopping bag was being

carried at the time of the acci-
dent.

To many shoppers, it probably
meant not much more than an
elated feeling when crossing
streets on the way home Cover-
age, however, was only through
the end of the year

This type of tle-up coverage is
increasing and is expected to aid

I in Inereaslng awareness of the
need for adequate insurance
among the public, while also
helping businessmen compete in
respect to service, and reap pub-
licity and public relations bene-

| fits m so doing
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mclude equity or common stocks
I with good growth potential "In-
E35; vestments of this nature tend to
1 produce somewhat lower imme-
y i diate yields," it was explained,
"and an initial dividend yield of

W, 2.4, 1t A
1 3% per annum As indicated "

, "9 NE ASSETS of the fund will
, be valued quarterly, and each
participating company s share

iA* —
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of pensions, and all reasonable
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by the trustees.
re o e Other areas where pension
" ... 6 +
oz, - s funds are managed by Hogg Rob-
inson & Gardner Mountain (Life
& Pensions) Ltd include many
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Lloyd's underwriters bemoan
escalating U.S. liability awards

LONDON - Underwriters at
Lloyd's are "very unhappy" with
the American legal system and
hold it largely responsible for
pushing up passenger liability
rates-especially for the major

airlines.

"The airlines scream about
their legal liability premiums,"
commented a leading aviation
underwriter at an informal con-
ference arranged with Business
Insurance, "but American law-
yers working on a percentage
basis keep on pushing up the
awards."

In Britain and the Continent, it
was explained, lawyers work on
an agreed-fee basis, and in this
way, "we feel they try to protect
the interests of both parties."”

THE FACT IS, emphasized the
underwriter, "Americans =
very claims and liability con-
scious, and awards are very
high." It can be safely assumed,
he continued, that in spite of the
$75,000 passenger limit, claims
will end up in the region of $150,-
000. This makes it necessary to
base today's rates on possible
awards made four years in the
future, he asserted.

"People talk about capacity,"”
interjected the underwriter's
deputy, "but Idon't consider this
is the main problem. The real dif-
ficulty, to be plain, is money-if
insurance became an attractive
investment, there would be no
problem about getting additional
capacity.”

Another big problem which

Income up for
London broker

LONDON-AIlIthough under-
writers at Lloyd's are suffering
fairly stiff losses, it appears that
London insurance brokers are
achieving better incomes than
ever before.

At the annual meeting of C. E.
Heath & Co., generally consid-
ered the largest nonmarine
broker in the market, stockhold-
ers were told by chairman D. H.
Erlebach that in 1967 the general
level of brokerage income
showeda"considerableim-
provement" over 1966.

The improvement was an in-
crease of 24% in brokerage in-
come, coming to a total of $6,654,-
400, up from $4,643, in 1966.

Mr. Erlebach also said that fig-
ures for the first quarter of 1968
also show a satisfactory increase
over the same period in 1967, "al-
though the growth is unlikely to
be as great as in that year."

Underwriting agency fees and
expenses recovered in 1967-at
$832,000-were also higher, Mr.
Erlebach continued. Agency fees
are the charges made to an un-
derwriting "name" by an agent
for managing his affairs.

These fees are basic whether a
profit is shown by a syndicate or
not. In this case, C. E. Heath is
the underwriting agent for the
large Lloyd's syndicate which

bears its name.

Prospects for 1968 are hard to
assess, Mr. Erlebach continued,
in view of difficulties facing all
brokers in the present unsettled
world insurance conditions.

"The shrinkage of capacity due
to several causes, but mainly to
the desire of insurers to restrict
their commitments owing to past
unfavorable results, is causing
great problems in achieving cov-

er for generally increasing
~ s =2l gae== _ 77 -—

concerns underwriters is that
some catastrophes are still unset-
tled after 12 years. "These are
nearly all in America, and are

the result of endless haggling
through the U.S. courts.”

"IT'S NO SECRET," com-
mented another aviation special-
ist, "that all underwriters have
excess of loss protection treaties,
and these unsettled suits mean
that we have to write year after
year to our treaty underwriters
explaining that original reserves
are still tied up after all this
time.

"This makes us feel silly, be-
cause foreigners-quite rightly
-want us to produce some fig-

ures after ten years' time, and
we have to keep putting them
off. No wonder the reinsurance
market is drying up!

"What | can never under-
stand," continued the under-
writer, "is why a man becomes
more vulnerable just by stepping
into an aircraft. If he steps in
front of a car, it's taken for
granted that he protects himself
with adequate personal life in-

"Surely an airline passenger
can be assumed to have taken
the same precaution. The fact
that he has five children or is the
chairman of a company should
not be the concern of the air-

H & v m = -
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Does your group insurance help you
« ATTRACT GOOD MEN?
- IMPROVE MORALE?

It can if your plan is right for you...
and you use it as an effective man-

agement tool.

- REDUCE TURNOVER?

ticular requirements.

And Despard's team of group insur-
ance specialists can help you use

Despard, as a broker, can pick and ~ Your plan to attract good men, im-
choose to find the carriers who prove morale, reduce turnover.

offer the best coverage for your par-

BROKERS -

Send for the "Guide to Despard

Services" which describes our
unique approach to hand-tailoring
insurance plans to each clien't's

needs.

The "personal service" insurance broker

161 William Street, New York, N.Y. 10038
Ph: 212-964-9100

fluctuating values need not cause insurance placement concern.

An accurate valuation, supported by a detailed property

listing of all assets, is vital for determining insurance

coverage and as an aid for preparing a PROOF OF LOSS

in the event of an insurable casualty.

Write THE AMERICAN APPRAISAL COMPANY,
MILWAUKEE, WIS. 53201 for a copy of "Values for

Insurance Purposes."

IVIERICAN
PPRAISAL

®

Paris, France » Madrid, Spain « Milan, ltaly » Manila. Philippines ¢ Rio de Janeiro. Brazil » Sao Pauto. Brazil * Toronto, Ontario » Montreal. Quebec
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this insurance,” he concluded its renewal, even though It had

C d . b f /' t had no losses in the past three
ana Ian uye rS ee I ng pro per y, OTHER CAUSES for the tight years

market situation, noted the Fi- Mr Barlow said that he ex-

nancial Post included fierce com- pected the Insurance Bureau of

petition of the past few years, Canada to release statistics, simi-

which has forced premium levels lar to those on automobile un-

to an unrealistic low, and the re- derwriting, which would prove

CANADA-Corporate insur- succeeded in placing its fire in- maximum possible loss (the cent losses absorbed by Lloyd's that fire underwriting was out of
ance buyers in Canada with re- surance but that It had meant company doesn't operate under a of London, which have resulted the red

newals coming up are in a flurry using "practically all the avail- "probable" loss basis) IS between in a cutback in the amount of However Donald Mai tin, pies-

over a tight market and rising able world markets " $60,000,000 and $90,000,000 for insurance they will accept (See ident of the Canadian Under-

premium rates, according to an Another big buyer, however, some insta_lations Business Insurance, June 17 ) writers’ Assn and head of the

article in a recent issue of the said, "We have Just gone through I'm not aware of any lack of Industrial expansion in recent Royal Western Group, said he

Financial Post, a leading Cana- a i eally trying period in arrang- capacity in the Canadian insur- years was a third cause men- knew of no such study and that

dian newspaper ing the renewal of our fire insur- ance market," Mr Barlow said, tioned The value of plants and he did not expect the figures for
Mergers among the fire and 11- ance "that is, not any more than m equipment to be insured is high- automobile underwriting to be

ability insurers were cited as one those of the U S or the United er than ever before, and inflation as healthy for 1968 as they were

reason fot the worry, because MR BARLOVWV said that dur- Kmmgdom " has meant that repaii or replace- for 1967

two companies which previously ing the past four or five years Mr Barlow feels that there IS ment costs are also higher

carried 5 % of a total insurance Massey-Ferguson's loss experi- a shortage in the all-risk market A trend toward increasing Canaa an

amount each may not carry 20% ence under ItS fire contract, for and said that Massey-Ferguson third-party liability coverage ’

if they merge, the paper said which the company paid be- would be interested in getting creates an additional strain on

Douglas Barlow, corporate tween $3,000,000 and $4,000,000 this type of coverage if it could the corporate risk manager, the C PA'S fear
risk manager at Massey-Fergu- aggregate, has been between 8% be done at rates he believed paper said Limits sometimes go
son Ltd, Toronto, confirmed the and 9% The reason Massey-Fer- commensurate with the risk as high as several million dollars, .
story with Buslness Insurance by guson doesn't self-insure to a "We feel, however, that we are and one firm repot ted to have /eg a/ aCtlon

saying that his company had Just great extent, he said, is that its in a bearable position without faced a 60% hike in premiums on
MONTREAL-Canadian pub-

lic accountants are fearful that
they are m for more suits fl om
"disgruntled litigants"-Just as
, i has happened among their U S
| counterparts
This point was raised during a
panel discussion on the iesponsi-
bilities of auditors at the annual
" convention of the Institute of
Chartered Accountants of
Quebec
"Until such time as we | each
O perfection in measuring and ver-
4 ifying income-and no one here
IS likely to see that day-l sug-
gest that the auditor must be
:.'Z /ke*a* + 1*t:'| 4-:41 a4¥g, careful lest he become easy prey
- for disgruntled litigants," said
W A Farlinger C A
If a pattern of Increased litiga-
- R tion ts developing in Canada, Mr
Farlinger said, the country's ac-
countants should form a commit-
tee to deal with problems of au-
ditors' legal responsibilities, pat-
terned after a committee estab-

4'Sk- - - o ol
" - --- Cc.j- hshed several years ago by the
A — -6244,2 . -ir€l.r. 4 - . - i p i

o r := - American Institute of Certified
= ) _ 7 .29- ry-1-109.1/ Public Accountants
Mr Farlinger said that in some
ses the auditor has been criti-

-Aj:431 3.- -4, | -loest -1.-CES-3 24. -4 U cized By experts who knew or

pri -/2-/."-Uis" -*1 ... === 5AAT T - D--* -L=nhz.s--sE55*L sholild hive known that certain

- UJU~"2»~0. e- 3 7 — e Ll T
. *AffiL:ZE'g<-- 5 —-_=-EF*Bi*-LE,Al-12&£*-- _ in other cases e has been re-

*7 buked by laymen "who pl obably

- - 1-—t|2 fsS- b z.sCZ&&56. ---477*I|ffCS %*4 had no reason not to think of

auditors other than as a sur ety o'f

—_= r=ma=— 1-:51. fimnancial staterment accuracy,
0,=,124*-,0,+: ic-E Mr Farlinger stated

"Perhaps the valid criticism is

that we have not explained the
problem to the users of the state-

ments," he added
- Audits aren't designed to turn
. up fraud, Mr Farlinger said But
' beyond that the best Judgment of
all parties could turn out to be
wrong because of such factors
—e as unexpected bankruptcy of
- - maJdor customers, unanticipated
— lawsuits from customers or com-
-1, ~_.—_ . - . eM petitors, unexpected competition
resulting in forced sales of in-
ventories, and the problem of

We talk your language inTagalog. e

technological change

Or whatever they speak in70 foreign countries.  cuuwnaisico prores

auditors represent a possible re-
covery to aggrieved users of f-

| f you have multiple overseas your international needs We've Contracts that we prepare are nancial statements "
operations, you may need to know established a reciprocal working recognized and enforceable in local courts,
intricate details on how to set up an arrangement with Assicurazioni Generali remiums and benefits are paid in local H
P rrang ’ ! P ! ! P ¢ Hall expands operations
international program di Trieste e Venezia The Generall, as it's currencies and premiums are deductible
. . . . . . R . . . Frank B Hall & Co, New
That could be in the Philippines known, is a multiple-line organization like from local corporate income taxes . .
R . R . R A ) York, has established a Joint
(Tagalog), Africa (Swahili) or Morocco AEtna, with facilities in over 70 countries You can get all this from one company . . i i
K . venture in Australia with Price,
(Arabic). Anywhere in the free world. So you see, through AEtna there is one From AEtna.

Forbes, Leslie (pty ) Ltd and
Let Etna Life & Casualty help with single source you can turn to here at home has opened a wholly-owned sub-
sidiary in Hong Kong

The Austrailan firm, Frank B
Hall & Co of Australia (pty )
Ltd, will be managed by Price,
Forbes, Leslie The new opera-
OUR CONCERN IS PEOPLE tion will be based in Melbourne

and will offer a full range of

A LCs o AT T~ hrnkprwep **rvirBe



Speakag of safety

/TT has five-point international
safety program for 52 countries

By GEORGE YOUNG

NEVYVW YORK-How does one
safety manager personally su-
pervise more than 500 individual
accident prevention programs
covering 195,000 employes in 52
countries and still keep his cool?

According t o International
Telephone & Telegraph's safety
manager, George R. Orth, who
does both, it is a matter of having
one "self motivating” program
that is flexible enough to meet
the needs of all ITT companies,

with emphasis on local manage-

ment.

The firm, which formalized its
accident prevention program in
the 1960's, is the world's tenth
largest industrial corporation. It
is concentrated in such fields as
electronics, telecommunications,
consumer finance, logging, insur-
ance, automobile rental and mu-
tual funds. "Our operations vary
from laying cable to making air
conditioners,"” said Mr. Orth.

ITT MANAGEMENT main-

tains that in addition to its regu-

as safety posters, news articles,
films and bulletin boards(10%).
= Accident analysis and statis-
ties measuring progress and de-
termining where the safety ef-
fort should be directed ( 10%)
"Failing to allocate the safety
effort in approximately these
proportions will sometimes re-
sult in an unbalanced safety pro-
gram which will reduce its effec-
tiveness," said Mr. Orth.

A SAFETY GUIDE which out-
lines the broad concepts of the
five-point program details and
itemizes each point to suit the

needs of the individual operating
company. "It is not all inclusive,
but each company can use it as a
starting point,” he said.

The five-point program is sup-
ported by an appraisal program
designed to evaluate the accident
prevention effort in terms of a
standard. "The standard," said
Mr. Orth, "must be basic, com-
prehensive and include all
phases of modern administration
and techniques.”

AN appraisal guide which is
used to evaluate the internation-
al safety program at least once
annually consists of three parts:

A rating criterion, evaluation
sheets and a summary.

Specifically, it is based on the
five main 5o0ints and gives each
company an opportunity to score
100% based on its individual per-
formance.

For example, point one of the
basic program, safety organiza-
tion and administration (possi-
ble score 25%), is subdivided in-
to eight items which are graded
according to an evaluation chart.

The percentages for each
grade (none-fair-good-excellent)
vary in proportion to their im-

portance to the overall program.

THE PHILOSOPHY OF the
five-point program, according to
Mr. Orth, is to make each plant
individually responsible for acci-
dent prevention to determine
work areas where more atten-
tion must be focused.

He emphasized that all man-
agers are very aware of their

profit picture when they're con-

| BRASIL 25 - -
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vinced that safety can be mea-
sured in dollars and cents.

Among the typical statistics
arriving at the safety director's
office this year was a special re-
port from a European company
with several plants. It included
an analysis of the department,
month, job category, and age and
length of service of injured em-
ploye.

The report showed that most
injured workers are young and
newly employed, mostly in the
18- to 20-year bracket.

AFTER STUDYING the re-
port, Mr. Orth urged supervisors
throughout the ITT system to
stress company indoctrination
programs, especially for new and
younger employes.

All group and division manag-
ers, general managers, employe
relations and safety representa-
tives in Europe, Latin America,
Asia and North America are

Continued on page 34

3 REPUBLIOUE
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lar safety responsibilities, the

corporation has a strong moral i
responsibility for the safety and '

SYE 1

health of its employes, and many
programs far exceed the mini-

mum requirements, said Mr.
Orth.

Foreign operations mean a va-
riety of unique problems for in-
surance and safety managers.
Language barriers, lack of safety
understanding, local regulations
and substandaid loss prevention
techniques were a few men-
tioned by ITT's safety head.

He pointed out that in some
countries in Europe, for exam-
ple, physicians are employed by
law by the government. Very of-
ten, because of limited time and
facilities, it's a matter of an in-
jured employe being asked:
"How many days off do you

want?"

"Local conditions have a large
impact on workmen's compensa-
tion costs,"” said Mr. Orth.

Employers Mutual of Wausau,
which covers ITT for workmen's
compensation, liability and auto
insurance in the U. S, visits
plants periodically and sends re-
ports to the safety department.
"The professional approach of
U.S. insurers is a big factor in
reducing accidents,” Mr. Orth
said. "In other countries inspec-
tions and accident controls are
left up to the individual compa-
nies with some assistance from
the government or the local in-
surance agents."”

He maintained that the prob-
lem of lack of coordination and
safety understanding was a ma-
jor reason for ITT initiating its
formal program.

The essential parts of the com-
pany's international accident
prevention program are listed in
order of importance:

- Safety organization involv-
ing top management and all em-
ployes, in which 25% of the safe-
ty effort is expended.

- Exposure control relating to
physical control (20% ) and en-
vironmental conditions (20%) to
which the employe is exposed.

- Safety education referring to
basic training, either individual-
ly or collectively ( 15%).

- Promotional safety appeal
utilizing all available media such

6rflI TI;1J)
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Are they being
cance//ed out of your
employee benefits planning ?

Let a team of employee benefits specialists help to re.evaluate

your present program...

problems posed by foreign operations...

show you how you may solve insurance

and provide the skills,

experience and organization to render a practical, comprehensive

insurance brokerage service.'

Frank B, Hall & Co., inc. serves clients of every size... engaged

in just about every commercial endeavor.

May we also be of help to you?

ASK FOR TOPICS AND TRENDS

Frank B. Hall's monthly fact letter written expressly for the

employee benefits field. There's no charge of course.

The Frank B. Hall Companies

67 Wall Street, New York, N.Y. 10005 - (212) 944-3300

Branch Offices in San Francisco, Los Angeles, Honolulu, London, Osto, Melbourne, Hong Kong
Service Faci/ities in Major Cities Throughout the Free World

Inglirmnrp Rrrilfpre .

Avornae Arlille/rqg .

Fentga Annlvgk . Wmni

NnvAA Ronofite flnne,i

Or. RAJENORA PRASAD
PRESIDENT OF INDIA
1950-1962 *
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Department store fire sparks higher premiums

BRUSSELS-The devastating
fire which swept through a Brus-
sels department store in May,
1967, has had far-reaching conse-
quences on world fire insurance
markets.

In its wake, the Belgium gov-
ernment authorized a general in-
crease of 45% in basic fire rates,
and the London market has
"dried up" both for direct Euro-
pean risks and as a reinsurance
market for American business.

More than 300 people lost their
lives in the fire that destroyed
the Innovation department store,
consisting of three six-story
buildings, which spread with in-
credible speed and resulted in
property damage losses of more
than $20,000,000. From the first
sign of smoke until the collapse
of the first building, little more

than 30 minutes elapsed.

Among the main factors that
caused the rapid spread of fire
and loss of life, the chief one was
that no automatic sprinklers
were installed to hold the blaze

in check.

AS A RESULT, the fire con-
tinued to grow unchecked, and
spread rapidly toward the upper
stories via the grand staircase.
According to witnesses, "the fire
quickly gained a hold on display
merchandise, and rapidly spread
to the combustible materials
used in the construction of false
ceilings and small storage com-

dotting the sales

partments
area.”

Another factor was the ab-

sence of any fire drill for warn-
ing customers and sales staff on

FCIA
takes the

worry out of
export credit

and

how to evacuate the store.

The fire and smoke spread so
quickly that almost all the peo-
ple above the second story were
trapped, although in the base-
ment and first level customers
escaped without trouble. How-
ever, about 200 people were
caught in =he third story cafe-
teria.

As the heat of the fire spread
up the open stairways, elevator
shafts and escalators, many peo-
ple climbed onto window ledges
and jumped into the street. By-
standers tried to help firemen
and police by holding sheets, but
more than 30 people were hospi-
talized as a result of this "escape

route.”

THERE VWAS AN iron outside

escape staircase, but smoke from

financing-

More than 3 billion dollars in U. S.

exports have been protected by

tal goods customairily sold on terms
of six months to five years.

the lower floors restricted visibil-
ity all the way down. As a result,
many customers fell and were
killed or injured.

Although the rubble is almost
cleared away in Brussels, the re-
percussions are being felt far
outside the Belgium border. In
some buildings on the Continent,
especially those using plastic ma-
terials, the rates have increased
by 300 %. One petrochemical
plant is reported to have had its
fire premiums increased by 600 %.

London companies have can-

celled existing coverages, and in
many cases, to keep coverage for
their clients, brokers have had to
persuade over 100 companies to
participate on one risk.

The Belgium government in
particular is insisting on manda-
tory fire precautions, such as
sprinklers in new buildings and
fire walls in the old ones. How-
ever, all over Europe the concept
of better safety methods is
catching on, and "the fire" is
always blamed for the contrae-
tion of existing fire markets. -

L/oyd's gives protection
if bu// can't sire catt/e

LONDON-A new livestock
insurance policy is being written
at Lloyd's which will afford pro-
tection if a bull is unable to per-
form his primary function of sir-
ing cattle.

Normally, livestock insurance
is written on an ordinary mortal-
ity basis, an underwriter ex-
plained, and covers death caused
by accident or disease up to an
age of five years for individual
animals. At the end of that time,
coverage may be extended up to
age seven. Occasionally, group
policies are written on herds of
cattle.

However, "the whole purpose
of buying an expensive bull is
for him to sire cattle," the under-
writer continued. "If he can't do
this, the farmer might as well

have a dead bull on his hands.”

THEREFORE, A NEW loss of
use policy is being developed to
protect against this contingency,
and rates will be added to the
basic mortality computation.

The concept was introduced at
the World Hereford Conference,
which was held this spring in
Australia, "and has won wide ac-
ceptance in that country.” Also
being pioneered in the Antipodes
is a policy covering the vendor,
guaranteeing against infertility
of a bull.

Rates in Australia for the com-
plete package are presently 5 %
mortality and 4% for loss of use,
based on the value of the animal.
Underwriters anticipate that the
rate will be the same in the U.S.

The loss of fertility coverage is
not presently available in the

U.S., "although there is a strong
desire for it among breeders."”
There is a reluctance on the part
of American livestock insurance
companies to offer the coverage,
it was explained, and since most
Lloyd's protection involving
livestock is reinsurance of a do-
mestic carrier, this cuts back on

=S =aillability o -

Seek to raise

sunken ship

SAN FRANCISCO-More
than a million pounds of ure-
thane will be used by Murphy
Pacific Marine to try to re-float
the 8,944 ton Wahine from Bar-
rett's reef in Wellington Chan-
nel, New Zealand.

The Union Steamship Co. ves-
sel sank, with the loss of 51 lives
and a deckload of automobiles.
Lloyd's of London paid off about
$7,000,000 on the loss.

Murphy Pacific pioneered the
use of urethane foam as a sal-
vage agent. Warren Thomas will
supervise the New Zealand sal-
vage attempt, in conjunction with
United Salvage of Melbourne.

The technique involves divers
taking air guns under water and
shooting the liquid urethane and
an activating agent into the
holds of the ship. As it contacts
the activating agent, the ure-
thane swells and hardens.

Urethane solidifies into a buoy-
ant, cork-like mass.

Refloating the Wahine would

clear the channel for safe navi-
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FCIA insurance issued in coopera-
tion with the Export-lImport Bank
of the United States. FCIA policies
safeguard foreign receivables
against loss due to insolvency or
long delayed payment; also against
unpredictable political risks.

U.S. exporters, backed by FCIA
coverage, can now offer competitive
terms for a bigger share of foreign
rriarkets.

And, when policy proceeds are
assigned to a bank, FCIA insurance
provides convincing collateral for
more liberal financing.

FCIA issues two basic policies.
One covers Short Term sales of any
product up to 180 days; the other
covers Medium Term sales of capi-

The Short Term Comprehensive
policy insures Commercial Credit
Risks up to 90%, and Political Risks
up to 95% of invoice value. Rates
for such coverage average less than
50 cents per $100.

The Medium Term Comprehen-
sive policy insures both Commercial
Credit and Political Risks up to
90% of contract price less buyer's
down payment, plus interest on de-
ferred installments up to 6%-all
at an attractive single premium rate
covering the entire credit period.

A prudent businessman insures
his export receivables against risks

of non-payment which may arise

abroad.

EFCIAFORGUSA

EXPORT CREDIT

For literature or more information, write er call your insurance broker, or.
FOREIGN CREDIT INSURANCE ASSOCIATION
250 Broadway, New York, N.Y. 10007

Regional Ofaces: Boston; Cleveland; Houston; San Francisco.

COMMONWEALTH SERVICES INC.

NEWYORK, N. Y.
300 PARK AVE

(212) 688-1800
JACKSON, MICHIGAN

WASHINGTON, D.C.
Management Consultants

Insurance and Pensions:

insurance audits,
management of corporate insurance programs,
evaluation and planning coverage for specific application,

analysis of pension and employee benefits programs.

Commonwealth diversification helps
management solve complex problems.
Its strength is reinforced by its ability to

draw upon the resources of its various companies.



Hoof and mouth disease outbreak

causes treb/ing of insurance rates

By JOHN HAYTER

(John Hayter is a director of
VWm. Brandt's Sons & Co., Lon-
don, England.)

LONDON-At a small Welsh
Hill farm late last year veterina-
rians diagnosed a case of foot and
mouth disease, marking the be-
ginning of .the most disastrous
outbreak of the illness which
England has ever known.

Since then, in 2,364 outbreaks,
429,000 cattle, sheep and pigs
have been compulsorily slaught-
ered and $66,000,000 paid in com-
pensation.

The sorrow and grief cannot
be replaced by any form of com-
pensation, but in financial terms
any animal slaughtered compul-
sorily by the Ministry of Agri-
culture is compensated to the
full market value. Thus, theoret-
ically a breeder can restock with
the compensation he has re-
ceived from the government, al-
though this is easier for the com-
mercial man than for the pedi-
gree breeder.

BUT VWHAT ABOUT the
wages he will still have to pay

his staff until he is in production

Arabs back

work connp,
pension plan

CAIRO-The Arab states have
worked out a labor insurance
plan, to be financed by contribu-
tions from both employers and
employes, covering workmen's
accidents, old age, disability and
death.

The plan, developed by Arab
experts in cooperation with the
Arab League's social affairs and
labor departments, also provides

for the transfer of pension rights
in the event a worker is trans-

ferred from one Arab state to
another.

Under consideration is insur-
ance against disease, unemploy-
ment and family emergencies.

INn addition to corporate em-
ployes, the insurance program
would apply to nationals of all
Arab states employed by the
government and international
or diplomatic bodies. Seasonal
workers, agricultural workers
and house servants are excluded
by the plan.

The plan, it is recommended,
should be handled by an inde-
pendent governrnent body or a
non-profit unit including repre-
sentatives of the government,
the employers and unions. In ad-
dition to employe and employer
contributions, the insurance
scheme would also be financed
by income derived from invest-

ment of social insurance funds. -

Judgment cut

An $820,332 judgment against
an insurance company three
years ago has been trimmed to
$606,874 by an appeal court.

The appellant was the Travel-
ers Indemnity Co. which had
been condemned to pay the dam-
ages on a "performance bond"
issued in favor of Foley Brothers
(Canada) Ltd., and C. A. Pitts
General Contractor Ltd.

Abandonmnment by a subcon-
tractor in 1959 of its contract to
clear and "grub” the right-of-
way for a 196-mile railway gave
rise to the action.

again? What about the milk yield
lost and the pedigree sales lost?
This is loss of profit or conse-
quential loss not included by the
government's payments. Here
then is the case for insurance.
Some years ago a Lloyd's in-
surance broker named W. H. P.
Tamplin, while lying in hospital
recovering from a serious opera-
tion, appreciated the dilemma of

farmers affected by the disease
and devised an insurance
scheme, based on the Ministry's
compensation and with its bless-
ing. From this one scheme
evolved the countrywide foot
and mouth insurance operated
now, not only by Lloyd's, but
also by the farmers' own Nation-
al Farmers Union Mutual Insur-

ance Society.

trt

"
"

You probably don't give a hoot whether some owls are wiser than others,

Under the Lloyd's scheme a
farmer must nominate the max-
imum number of cattle, sheep
and pigs that will be on his farm
at any one time, including natu-
ral multiplication. If he is a pedi-
gree farmer he can select to in-
sure for either 25% or 50% of the
Ministry of Agricultures market
value compensation. The com-
mercial operator is limited to
25% indemnity.

The scheme is simple but
nonetheless dangerous to under-
writers, who over the past nine
months have suffered catastro-
phic losses. It is estimated that
up to 20 % of all farmers carry
insurance and the claims on in-
surers have been so heavy that it
is no wonder that the rates have

now been trebled.

John Hayter

To obtain loss figures for these
specialized types of insurance
is difficult. However, Lloyd's,
whose premium income rose to
$600,000 in the height of the epi-
demic, have lost in excess of
150% of premium income.

The National Farmers Union,
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probably the largest carrier, has
lost more than its excess-of-loss
protection, and has, therefore,
suffered a heavy net loss.

Although Lloyd's carries only
a small proportion of direct writ-
ings it is to them that all compa-
nies look for reinsuranee. During
the outbreak most companies
suspended acceptances because
of the volume of claims, al-
thbugh Lloyd's continued to ac-
cept business at increasing rates
of up to 40 times the normal rat-
ing structure.

As in the past companies
looked to Lloyd's for reinsur-
ance, they again look to the ex-
pert livestock underwriters for
guidance on a new rating struc-
ture. It is, also, to these men un-
derwriting anything from the
Derby winner to the world's al-
most extinct giant pandas, that
inquiries are now being received
from Ireland, New Zealand and
Australia, where the disease is

« sl E Rm<c> N e _ [ |
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they alllook alike to you. Perhaps insurance companies look alike to you too.

After all, they do offer similar policies at similar prices, but right there

the similarity ends. The experience, the organization, the facilities, the

underwriting knowledge and the hundred-and-one extra services so vitally
important to you vary greatly. In serving the leaders of American commerce

and industry for almost a century we offer a unique combination of

business acumen and a flexible approach to underwriting problems, both

here and abroad-a large plus, yet Chubb service costs no more.

UNDERWRITERS

Subsidiary of THE CHUBB CORPORATION

90 Jolul StTeet,New York, N.Y. 10038

Manager FEDERAL INSURANCE COMPANY - VIGILANT INSURANCE COMPANY

GREAT NORTHERN INSURANCE COMPANY <THE SEA INSURANCE CO., LTD.

THE LONDON ASSURANCE - ALLIANCE ASSURANCE CO., LTD. - SUN INSURANCE OFFICE, LTD.
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



32'/business insurance, August 26, 1968

Middle East employers facing up
to social security laws, unions

BEIRUT-Employers in the
Middle East "tend to be strictly
paternalistic,” but as unions and
syndicates are becoming better
educated in the field of employe
benefits, group insurance plans
are becoming more popular, ac-
cording to Shefik Danishmend,
regional group manager for
American Life Insurance Co.

Social security laws are still in
the developmental stage in many
countries, he explained,. but in
Lebanon for example, "often
considered the most advanced of
the Arab states," the most impor-
tant aspect for an employer is
mandatory-end-of-service pay.

This payment consists of a
cash sum "which must be paid in
one settlement" Mr. Danishmend
said, and is calculated on one
month's salary for each year of
service, based on the last month's
total earnings of an employe.

While this may appear to dis-
courage the sale of group insur-
ance, an important advantage for
employers is that they can be
the legal beneficiary of any life
proceeds, and use this sum to pay
the end of service indemnity to
eligible dependants.

Otherwisa, they may have to
set up book reserves to meet this
liability, "but these aren't tax

dedudtible, and so group life pro-
vides some form of relief."”

In Saudi Arabia, Mr. Danish-
mend continued, employers have
to pay all medical .expenses for
their employes. The country
has a social security regulation
which provides a pension to or-
phans and widows, and persons
unable to work because of old
age or ill health. Benefits, how-
ever, are quite small and only
amount to $248.40 a year.

The biggest problem facing an
employer in the area is the
knowledge that most workers
are imported, "out to make quick
money," and want to leave Saudi

reinsurance for

al/l c/asses of business

1 AMERICAN
INTERNATIONAL
1 REINSURANCE COMPANY

1 HAMILTON, BERMUDA
P.O. Box 152-Cable Address "Airco"

Assets of over US. $350,000,000

Arabia within five to ten years,
Mr. Danishmend pointed out.

"Employers are attracted by
high salaries, rather than benefit
plans, but employers are begin-
ning to realize that using these
benefits will help to attract and
retain a more stable work force."

Moving from the Arab world
into Greece, Mr. Danishmend
said that all employed persons
are compulsorily insured for ill-
ness, maternity, death of family
supporter, and incapacity for
work-whether due to old age,
physical or mental disease, or an
accident. These benefits include
medicines, hospital treatments
and pensions.

Payments are administered
through two social insurance
funds, he continued, and fixed

contributionsare paid by em-
ployers and workers. -

Peace Corps ...

Continued from page 3

duty he is given another thor-
ough medical examination be-
fore he leaves the host country
and any unresolved problems
are referred to Washington.

Volunteers are reminded to
carry their "exposure" or disease
identity card which shows the
length of time in a particular
place where certain diseases are
known to exist.

The doctors are based in the
capital cities but they make peri-
odic trips to visit the Peace Corps
volunteers. The frequency of
these trips depends on the travel-
ing conditions to the various vil-
lages.

After a volunteer has termi-
nated his service, he may secure
a health and accident protection
policy to cover him in the inter-
im period after termination and
prior to returning home. The pol-
icy covers the worker anywhere
in the world and can be written
for any period of time.

Underwritten by Fireman's
Fund American Insurance Cos.,
the policy provides $10,000 death
accidental and dismemberment
benefit, $1,000 medical expense,
$1,060 next of kin travel expense
and $1',000 repatriation expense.
The coverage was arranged by
James W. Barrett Co. Inc., Wash-
ington.

' Claims control under the all
risk personal articles insurance
is based on the integrity of the
volunteers. The workers, accord-
ing to James W. Barrett, head of
his own brokerage firm, are more
or less on their honor to fill out
the forms accurately and honest-
ly. So far, in the past five years,
there have been possibly two or
three spurious claims.

Underwritten by Lloyd's of
London, the policy limit during
the first year is $1,000 with this
being increased by $250 at the
end of that year and another
$250 at the end of the second
year. The increase in coverage
provides for personal articles ac-
quired during a volunteer's tour
of service.

Along with the claim form,
volunteers are supposed to send
in a police statement when avail-
able, but "in a number of cases
the police aren't involved," Mr.
Barrett said.

He pointed to such claims as
contact lenses lost while playing
basketball or false teeth falling
out of a breast pocket during a
game. Another case on record in-
volved two lion cubs who ate
most of the belongings of their
owner, a volunteer in Ethiopia.

MR. BARRETT ADDED that
there is a $25 deductible per loss.
During the policy's first year of
existence 60% of the claims re-
suited from thefts, 26% from
water damage, breakage and
theft in shipment, and 14 % from
fires, auto accidents and other
physical damage losses.

The volunteers going to South
America are warned of the
thieves in Venezuela and Colum-
bia. Their pet trick, Mr. Barrett
described, is reaching through a
window with a long pole with a
nail on its end. These expert
thieves can take almost anything
using this method, and "recovery
is almost nil," he warned.

According to Mr. Barrett,
there are usually 400 claims a
¥ear and they run from $150 to

350 per claim.

"And practically once a month
we get a check back and a note
saying that a particular article
was found," he said, and added,
"That's a pretty good indication
of the integrity of these young

people.”



AMAX risk manager urges U.S.

Insurance stan dards abroad

NEW YORK-Many frustra-
tions still lie ahead for interna-
tional insurance buyers, al-
though some progress is being
made abroad to meet the modern
day industrial insurance needs,
according to Raymond Severin,
insurance manager for American
Metal Climax Inc.

There is no excuse for foreign
insurers and brokers providing
buyers with a limited scope of
coverage, he said, although do-
mestic insurance men should
educate other countries on new
concepts and loss prevention
techniques.

In an interview with Business
Insurance the innovating insur-
ance executive who supervises
AMAX's international and do-
mestic programs said it is impor-

"Many U.S. insurers, willing to
write insurance abroad, must ad-
here to unsophisticated local cus-
toms," he said. "A great deal of
flexibility is needed to make
changes commensurate with
American coverages."

AMAX, a highly divdrsified
mining and smelting company, is
on the verge of revising its for-
eign insurance programs for its
operations in North America,
Europe and Australia.

Already in Australia, where
the firm has several locations,
Mr. Severin implemented the
concept of umbrella coverage to
make up for deficiencies in the
local insurance. "We are now as-
sured of adequate protection and
have taken the first step for

tant de lmplant.l \Salnstrance r

corporations are to have bal-
anced insurance programs.

TWO OF THE biggest stum-
bling blocks preventing adoption
of new concepts of insurance, ac-
cording to Mr. Severin, are stat-
utory restrictions and a lack of
willingness by foreign rating au-
thorities or underwriters to ac-
cept new techniques.

Report asks
compulsory

auto cover

LONDON-Mrs. Barbara
Castle, Minister of Transport,
has circulated for comment a re-
port advocating the introduction
of compulsory passenger liability
insurance to cover all motor ve-
hicles in Britain.

For some years, there has been
steadily mounting concern about
the absence of compensation for
some victims of road accidents-
those injured while being given
free lifts by drivers who had not
voluntarily insured against pas-
senger risks and who were en-
tirely responsible for the acci-
dents. In view of this public con-
cern, the minister asked her
"committee on motor insurance
as a factor in road safety" to give
priority to a study of this ques-
tion.

In a report to the minister, this
committee has concluded that,
since practically all types of ve-
hicles could carry passengers
(although some do so in less than
ideal conditions and others do so
only very rarely), there should
be compulsory insurance to cov-
er all passengers in, or on, all
vehicles.

In general, the insurance in-
dustry should face no great diffi-
culty in providing cover for pas-
senger liability, if it should be-
come compulsory for motorists
to be insured. After all, the great
majority of motorists already
have this cover in their policies.
Nevertheless, the cost for some,
particularly those driving sports
cars, will be high.

At the moment, passenger lia-
bility cover is never given to
motorcyclists, and the premium
to include it would be very high.
It was mainly for this reason
that the law was not changed

when the question was last de-
bated in Parliament in 1961. -

Leads group sales
Warren V. Smith. has been
named secretary and director of

group sales in the group depart-
ment at Hartford Life Insurance

Co., Hartford, Conn.

AMAX toward adopting U.S.

standards on a local basis," he
said.

FOR ITS EUROPEAN opera-
tions, Mr. Severin indicated the
first move toward revising the
insurance program might be to
place the coverage through a sin-
gle broker and in sonne cases
with an insurance company that
can write blanket insurance on a
direct basis.

In Holland, France and Eng-
land, he said, it has been virtu-
ally impossible to buy blanket
coverage for either multiple or
single locations. Fire insurance
on buildings and contents is
itemized in each policy by loca-
tion without making allowances

for fluctuating values.

Germany, he pointed out, uses
separate amounts of insurance
for buildings and contents which
makes it "very cumbersome™
when multiple locations are in-
volved. "It is important to obtain
blanket insurance coverages, but
it is difficult to find a foreign
market that can do it," he said.

Noncancellable or long-term
policies in foreign countries are
another factor that minimizes a
buyer's fiexibility to shop for in-
surers willing to grant lower
rates or broader coverage.

SOME POLICIES are written
for ten years and cancellations,
when approved, are expensive,
Mr. Severin pointed out. Notices
of cancellations in some cases
vary from three months to one
year, he said.

According to Mr. Severin, U.S.
insurance companies and bro-
kers are making progress. John-
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son & Higgins, Marsh & MelLen-
nan, Insurance Co. of North
America, American Internation-
al Underwriters and AFIA were
a few brokers and companies
cited as those which are helping
U.S. buyers to set up sophisti-

cated programs.

"It is a matter of education for
all concerned," said Mr. Severin-
"Even the local manager of a
corporation can be reluctant to
accept changes if he is unaware
of the home office philosophy
and his role in the program.”

In the safety area, which is not
stressed in foreign countries, the
AMAX executive, who is plan-
ning a one month visit to opera-
tions in Europe and Australia,
said U.S. corporations have to
take the initiative. "Unless each
insurance manager and safety
director takes the initiative,
there is little chance of a safety
program getting off the ground,"
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Jogging Is A Fine Exercise

But as the Red Queen told Alice, one must run
fast to stay in one place.
To keep insurance costs under control and to

protect against risks, A&A runs very fast-
out in front of the field.

There's nothing static about an A&A insur-
ance program. Changing markets and
changing risks demand and get constant sur-

veillanceand fast action.

In insurance, too, therace belongstotheswift.

ALEXANDER & ALEXANDER

Incorporated

INSURANCE BROKERS

Consulting Actuaries

Average Adjusters

-1 ATLANTA - BALTIMORE -BOSTON - CHICAGO - CLARKSBURG - LOS ANGELES - MIAMI - NEWARK

NEW ORLEANS - NEW YORK - PARIS - PHILADELPHIA - PITTSBURGH - SAN FRANCISCO
ST. LOUIS - TULSA - ASSOCIATED BROKERS THROUGHOUT THE FREE WORLD

ALEXANDER & ALEXANDER SERVICES LTD. - CALGARY - EDMONTON - MnNT,21:A,
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Continued from page 29

aware of each other's injury ex-
perience through quarterly re-
ports compiled by the safety de-
partment

In the first quarter of 1968, for
example, a report to all compa-
nies stated that European opera-
tions had a frequency of 176 and
a severity of 254, while Latin
American operations showed a

frequency of 20.2 and a severity
of 220. "Both of these areas
showed a general improvement,”
said Mr. Orth, "and the competi-
tive nature of making compari-

sons helps maintain employe in-
terest.”

In that report he also advised

BUSINESS
INSURANCE

COMPLETE PROTECTION

PROPERTY CASUALTY
MARINE

- Employee
Benefits

Zi-14 - Executive

/ » 4.L.3 Incentives
P - Pension

Planning

L.J. GOLDSTEIN
& CO. INC.
INSURANCE SPECIALISTS

250 W 57 St. New York, N. Y. 10019
(212) 765-5090

OFFICES THROUGHOUT U.S. &
PUERTO RICO
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each company to examine its
1968 safety plans and to compare
them with actual accomplish-
ments. "In addition to the ex-
pected accomplishment of elimi-
nating work hazards," he said,
"remarkable gains can be made
by improving safety attitudes of
both employes and supervisors."

A SAFETY COURSE for su-
pervisors responsible for train-
ing employes is also available
from the safety department. Its
objective, according to Mr. Orth,
is to develop an understanding
among foremen of their safety
responsibility and to create an
understanding among their
workers of how aecidents are
prevented.

Material in the supervisors'
course is broken down into
charts and handouts. Some titles
include:

- Why accident prevention is
good business.

- Terms used to measure safe-
ty effectiveness.

- Understanding disabling in-
jury frequency and severity
charts.

< Injury and accident poten-
tial.

The material states that acci-
dents are the result of either un-
safe conditions or unsafe prac-
tices, and outlines a large num-
ber of conditions which are used
by supervisors and employes to
check hazards.

In addition to the broad pro-
grams outlined for managers, su-
pervisors and employes, Mr.
Orth assigned himself the fol-
lowing responsibilities:

= Survey all plants with high
employe accident and severity
ratios.

- Keep abreast of all plant ac-
cidents and safety activities.

- Be aware of the insurance

REINJURANCE

Excess Insurance

Special Risks

Retrocessions

Life-Health-Group-Pensions
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BALTIMORE.
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department's problems so that
vital accident statistics can be re-
ported.

- Demonstrate the need for an
atmosphere of safety among em-
ployes at every plant.

- Designate the responsibility
for safety to each plant, with
help and coordination from the

home ofRce.

WHAT PLANTS WILL be vis-
ited is determined by surveys,
audits and program analysis co-
ordinated from New York. Mr.
Orth, who spends a substantial
part of his time traveling, main-
tains that plant visits are "a good
way to drive home the safety
message."”

One company in Europe, for
example, had a frequency rate of
88 and a severity rate of 1,143.
During a personal visit Mr. Orth
suggested new safety techniques
to the local management and
emphasized the cost factors in-
volved for each accident.

"Action was taken to reduce
the accident rates once the corn-
pany realized what was wrong,
learned hew to eliminate the
hazards, and became aware of
the high cost of accidents in
terms of operating expenses."

"IN many cases, a high inci-
dence of accidents can mean the
difference between prot and
loss," said Mr. Orth.

"The combination of actual
and estimated injury losses rep-
resenting direct costs remained
approximately $1,000,000 in
1967," he said, "in spite of addi-
tional employes as a result of ac-
quisitions as well as rising com-
pensation costs."

THE HUMAN ELEMENT is
not overlooked in ITT's safety
program, and each company rec-
ognizes the importance of indi-
vidual health and safety through
the efforts of top management.

Harold S. Geneen, chairman
and president, said: "Coopera-
tion is necessary between man-
agement and employes to
achieve and maintain a high de-
gree of safety and health
throughout the company.”

To recognize achievement in
accident prevention, Mr. Geneen
initiated the ITT President's
Safety Award program last Jan-
uary. Participants are eligible to
receive a safety award suitable
for public display and an accom-
panying letter signed by the
president.

All ITT companies are eligible
provided each shows that:

- A realistic safety program
audit or appraisal has been made
which indicates the safety per-
formance is a result of pro-
grammed effort and not attained
by chance.

- Th6y have furnished the
necessary work injury experi-
ence reports ona timely basis.

- There were no reportable
fatal work injuries during the
award year.

FACTORS VWHICH determine
the winners include:

« A d@gree of improvement in
the work frequency and severity
rates over the previous year.

- Attainment of work injury
frequency and severity rates bet-
ter than average for their group.

According to Mr. Geneen, the
award program is part of ITT's
overall safety program "to take
all practical steps to eliminate
and reduce employe injuries to
the maximum degree possible
through the maintainance of a
continuous and effective accident

prevention program.”

Pru payments at record
Prudential Insurance Co.,
Newark, Baid out $1.28 billion in
the U.S. and Canada during the
first half of 1968, a new record.

Two of the Beatles, Paul M=.artney and John Lennon, are p-z-tect*1 by $1,-
200,000 life policies. Mess-s. McCartney aid Lennon, the song writers cf
the group, have named their music publishing company as benericiary,

Key-man life policies
cover two of Beades

LIVERPOOL-Money can't
buy the Beatles love, ti=t it can
provide adequate life insurance

protection to the tune of $1,200,-
000.

This amount is carried on each
of the lives of Paul McCartney
and John Lennon, with Northern
Songs Ltd. as beneficiary.. The
firm is the music publish=ng com-
pany established by the two sin-
gers with the object of providing
a direct outlet for asp.ring pop
singers, rather than the more
haphazard method of :he "hit
parade"” route.

-The life insurance was
bought to protect the public
shareholders of Northern Songs
in case either Beatle dies and the
music dries up,” it was explained
by Geoffrey Ellis, director of
Nemperor Holdings L:d., the
original company set Lip by the
late Brian Epstein to handle the
singers' affairs.

THE OTHER two Beatles are
not involved in music Prblishing
and carry private life insurance.
"However, since three out of

. r<ff»--

Le 441

four are married and two have
families they are adequately
protected”

When the M:harishi': ex-disei-
ples were unier management
contract with Nempe:cr Hold-
ings. a "substantial” amo-nt of
accidental death and dimem-
berment insurance was c arried

on all their lives while making
worldwide tours.

However, since the group has
"given up personal appear-
ances," the coverage, which was
written by Lloyd's and Bri:ish in-
surance companies. is no longer

needed and has recentl> been
c—=—arsccceIleacd _ -

Hays named vp at
Braniff international

Don B. Hays has oeen pro-
moted to the newly created posi-
tion of staff vp-labor relations of
Braniff International, Dallas. Mr.
Hays joined Eraniff in 1963 as
labor relations representative
and was named direc:or of the

department the Yollowing year.

AIM hfo. 3 in aviation -

insurance -andit's big enoug ,,

to do the job Let us quote !

- Specialists in all forms of Aviation insurance -f--

AVIATION INSURANCE MANAGERS, INC.

""" f C. A@tony Winser, Executive Vice Presiderr,
610 POYDRAS STREET, NEW ORLEANS 70130=
AND IN LOS ANGELES, HOUSTON AND ATLANTA - -



Common Market's insurance rules

too strict, says Emile Begault

BRUSSELS-"The aim of the

1957 Treaty of Rome was to lib-
eralize and expand economic ac-
tivity among the six member
countries, but in the insurance
industry the result has been
more controls and impositions,"
according to Emile Begault,
chairman of Boels & Begault, the
largest insurance broker in Bel-
gium and exclusive correspon-
dent for Johnson & Higgins.

Mr. Begault, who is also presi-
dent of the Federation of Bel-
gium Insurance Brokers, and the
permanent commission for the
Common Market of the Interna-
tional Bureau of Industrial Pro-
ducers, explained that the basis
of economic expansion in the
Common Market is founded on
the two concepts of freedom of
establishment and freedom of
services.

Freedom of establishment, Mr.
Begault said, "means that an in-
surance company should be able
to open an office in any Common
Market country and be treated
the same as a domestic carrier.”
He explained that "freedom of
service means that business can
be conducted in any member
country without necessarily
being domiciled there."

THIS SHOULD MEAN that
one insurance policy could be is-
sued for all member countries,
Mr. Begault continued. "How-
ever, in practice, each national
controller may prevent this be-
cause of possibly circumventing
local rules.”

The ministers of economics
and finance are in charge of in-
surance regulations in each
member country, it was pointed
out, and delegate authority to a
controller. During the past three
years, committees have met reg-
ularly with the object of draw-
ing up a charter or guidelines for
these controls.

What has begun to emerge,
Mr. Begault pointed out, "is a
much too strict set of rules which
is not the aim of the Treaty of
Rome.”

"l realize,"” Mr. Begault said,
"that the object of all these rules
is to safeguard the public, and of
course, | have no quarrel with
this. However, | fear that with
all these rules, the insurance in-
dustr-- -vill be jeopardized. and it
will become difficult to obtain
adequate coverag: "

For example, a- :untinued, a
"very annoying" regulation for
foreign insurance companies is
that, if not amended, they must
deposit reserves and currencies
in the currency of whatever
country they do business.

"Lloyd's, for example, with no
reserves in Belgium couldn't
write business,” Mr. Begault
pointed out. "This is also true of
any London company which
normally maintains its reserves
in England.”

Mr. Begault explained that
these proposed new restrictions
are very onerous because while
most countries have restrictions
on life insurance and workmen’'s
compensation, other classes of
business such as fire and accident
are relatively free.

“In life insurance the rules
should be very strict,” Mr. Be-
gault observed, adding that in
this case reserves should be
maintained in local currency.
"The war brought this point
out,” he said, "when during the
German occupation people were
un,able to collect on death bene-
fits.”

T hic rennpritv with the Tntor.

Nnational Bureau of Industrial
Producers, Mr. Begault disclosed
that he has been fighting for new
and clearer directives, under
which the insurance industry
can expand.

"We feel that an insurance
company should be able to ac-
cept risks in each country,"” he
pointed out, "and we agree that
they should give each ministry a
guarantee of their ability to meet
claims. However, we do not con-

sider it necessary to maintain re-
serves in each currency.”

Mr. Begault feels that in order
for some check to be maintained
each insurance company should
submit an annual report of busi-
Nness written within each mem-
ber country. "There should be
the same premiums and rules es-
tablished with each ministry,
and this, plus the annual report,

should establish adequate con-

trols.” Overtures have been

11,000 times a day

some innocent American businessman

made in this respect, he dis-
closed.

At the same time, he con-
tinued, insurance brokers must
have the freedom to buy cover-
age for their clients wherever
the best conditions apply. "The
duty of a broker," Mr. Begault
added, 'is to see that narrow
ideas of protectionism do not
creep into a truly international
business.”

Turning to local matters, Mr.
Begault explained that placing
fire insurance in Belgium "had
become a nightmare.” The trou-
ble is "that houses have always
been insured by local companies
and the industrial risks went to

foreign carriers.”

gets caught up in foreign intrigue.

But Continental's international

insurance ring can keep him out
of trouble in any language

Take a ti ip to anywhere you don't know the
language Or the customs Or the exchange Or
whom to see ( or whom not to see) And try to

work out a simple business deal

It's like a weird plot out of lan Fleming

Even if you've got the best of interpreters,
with the best of intentions, those little local
nuances will kill you even time And you can be
come the proverbial American patsy in ten dif
ferent languages But if you want ' make a deal

to ir

e youi overseas plants and offices, we

Non't let that happen to you
you have to do is call your own local Con

tinental agent and talk to him in your own lan
guage He'll put together a package for you
( through Continental's own foreign offices and
affiliates) that covers Just about everything, just
about anywhere in the woild

He'11 arrange it so you pay one premium If
you want to pay it in U S dollars, and collect
claims the same way, that's fine Or you can pay
and collect in a foreign cui rency It's up to you

If this message has reached you in the nick of
time, communicate immediately with your Con

tinental 007

The Continental Insurance Companies

Continental Insurance Co

Fidelity and Casualty
Seaboard Fire and Marine

cos Boston Old Colony Cos
Niagara Fire Insurance Co

Washington General

Firemens 01 Newark
Commemal of Newark
Nolional Ben Franklin

B.,ckeye Union

HOME OFFICES 80 MAIDEN LANE NY NY 10038
10 PARK PI NEWARK N 1 07101
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In the old days this didn't mat-
ter, he continued, because the
building materials which were
used were solid brick, which was
considered fireproof. However,
the advent of plastics and other
combustible building materials
has completely changed.the pie-
ture, "because few buildings in
Belgium have sprinkler sys-
tems.”

As a result, English fire com-
panies became frightened and
begun to cancel or reduce their
share of a risk-even on existing
coverages. This is allowable in
Belgian fire policies, it was
pointed out, "by a legal device
which allows coverage to be re-

duced to one franmnc.™ -
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Shun oversimplified approach, Marsh & Mac exec says

BRUSSELS-A U.S. insurance
buyer planning coverages for an
overseas subsidiary in the Euro-
pean Common Market should try
to avoid an oversimplified ap-
proach and remember that the
six member nations have great
differences in their economic, so-
cial and political backgrounds.

It also helps if the buyer
makes a proper study of Euro-
pean insurance conditions as
they exist today, because this
avoids misunderstandings and, in
some cases, the issuing of illegal
policies and the creation of un-
necessary tax problems.

This advice was given by Ed-
gar S. Clark, European manager
of Marsh & MelLennan Interna-
tional, during an interview with
Business Insurance. Mr. Clark
also traced some of the insurance
developments in the Common
Market since the Treaty of Rome
was signed in March 1957.

THE ORIGINAL

said very little about insurance,
Mr. Clark explained, except that
the same basic principles for any
other industry in the Common
Market apply. These guidelines
are that competition must be
fair and free from distortion or
discrimination.

TREATY

One provision of the treaty,
governing freedom of establish-
ment makes clear that "an insur-
ance company should be able to
open an office in another Com-
mon Market country and be
treated in the same way as na-
tionals of that country,” Mr.
Clark said.

Another provision, dealing
with freedom of services, "is
generally taken to mean that a
tirm can conduct business in an-
other Common Market country
without having an establishment
in that country,” Mr. Clark ex-
plained. "However, the whole
question of freedom of services
has become very complicated,
and without going into details,
seems to be leaning towards un-
necessary protectionism.”

In spite of these two freedoms,
insurance problems remain very
complex, Mr. Clark continued,
because the vital interests of
member countries are frequently
different and are sometimes op-
posed to one another.

"TAKE GOVERNMENT taxes
on insurance premiums," he said.
"For industrial fire risks they are
30% in France, 5% in Germany
and 2% in the Netherlands.”

Therefore, he pointed out, if a
Dutch insurer in Holland is al-
lowed to write French risks 10-
cated in France without having
an office in that country, the
French fire market could "dis-
appear overnight" because every-
one would want to avoid the
heavy premium tax. "However,
this would undoubtedly be con-
sidered unfair competition," Mr.
Clark said.

Andther example of protec-
tionism illustrated by Mr. Clark
involves France, where it is for-
bidden for a nonadmitted insurer
to cover any risk situated in
France in respect to persons,
goods or liability. It is also for-

bidden to place these risks
abroad with a nonadmitted in-

surer.

"Even if these rules were ig-
nored, there would still be fiscal
problems, since premitims for
these illegal insurances would
not be tax deductible," said Mr.
Clark. In the event of large
claims, it would also be difficult
for the insured to introduce a

record of payments made from
abroad.

Another limitation now under
consideration on the freedom of
services provision is a require-
ment that if an insurance com-
pany wants to provide services
in another country without hav-
ing an office it may only write
a specified number of policies and
a specified annual premium in-

come.

This  could |ead to unfair

methods of business, Mr. Clark
explained, because one indivi-
dual policy could cover either a
car in a Paris suburb or the en-
tire European cargo of an inter-
national manufacturer. In the
same way, premium income lim-
its could be totally unrealistic.
Many Common Market brok-
ers are "extremely concerned"”
about these inward-looking prac-
tices, Mr. Clark observed. They

fear that these controls could
prevent access to insurance mar-
kets and also stifle initiative and
freedoms. There is also a fear, he
continued, that manufacturers

will find outlets by encouraging
the creation of a "black market"

in insurance.

However, a "bright spot” in

the picture is that reinsurance is
virtually free, and that more lib-
erty of action is allowed in plac-
ing marine and aviation insur-

ance.

"THIS IS JUSTIFIED by the

international aspects of these
classes of business," Mr. Clark
explained.

Turning to buyers, Mr. Clark

stressed that if an American
company decides to build a fac-
tory or complete a merger in a

European country, it's "absolute-
ly essential” to make a proper
examination of the insurance
problems and not leave them to
be handled by the "on the spot"
manager or broker.

"l don't say this. out of chau-
vinism," the Marsh & Mac execu-
tive commented, "but to protect
the buyer." In most European
countries, he pointed out, profes-
sional insurance managers are
scarce, and coverage is often
bought directly from an insur-
ance company owned by the
bank handling the financing.

Another method

followed, Mr. Clark explained,
"is for the local national accoun-
tant of the U.S. subsidiary, who
may not even speak the same
language, to get a quote from
one company and then go on to

sometimes

three or four more, constantly
seeking reductions in the rates."

THIS MAY SOUND fine, Mr.
Clark said, but in fact the cover-
age will probably end up by be-
ing inadequate, and th* ac-
countant who doesn't understand
insurance will settle for cost
alone.

AN American insurance man-
ager will often find it "frustrat-
ing" to deal with European car-
riers, Mr. Clark continued, "be-
cause bookkeeping is often still
done by hand or a subscribing
line will amount to only 1.8%."

He may also find that some of
the policies of his newly-ac-
quired subsidiaries have been

written on a long-term, ten-year
basis.

Continued on page 37

Foolproof way to manage

Ask for a leave of absence.

Hole up fortwo years in an insurance college.



British insurers say
underwriting profit up

LONDON-While - their U.S.
counterparts are generally faced
with a somewhat bleak under-
writing picture, British insurers
have reported a rosier outlook.

The worldwide underwriting
results of members of the British
Insurance Assn. for 1967 show a
considerable improvement. Un-
derwriting profits totaled $31,-
440,000 last year, up from $2,160,-
000 in 1966 and $22,320,000 in
1965.

Premium income for the Brit-
ish property underwriters was
10% higher, up from $6 billion to
$6:7 billion.

P. Cahill, chairman of BIA,
said the industry is "still in a
pretty marginal state. The profit
represented only about 1 % of

premiums, and the insurance
companies ought to do very
much better than that.”

Moreover, Mr. Cahill said, lit-
tle was needed to go wrong, par-
ticularly in the U.S., to change
the picture.

The biggest factor in the im-
proved results was the virtual
elimination of motor insurance
losses, which amounted to $22,-

320,000 in 1966 and $30,000,000 in
1965.

Marine insurance showed the
biggest increase in premium in-
come, up from $264,000,000 to
$300,000,000. The second largest
expansion, ordinary life policies,
went from $2.1 billion to $2.4 bil-

lion.

Fire insurance underwriting

profits in 1967 were $14,640,000,
up from $8,160,000 in 1966 and a
$19,680,000 loss in 1965.

Mr. Cahill said 70% of BIA's
non-life business came fronn
overseas, with 33% coming from
the U.S.

He said the merger trend was
not reducing the industry's ca-
pacity. K. M. Bevins, joint depu-
ty chairman of the BIA, said the
industry has plenty of capacity-
=t o =Ea ppriice. =

Carpenter named
chairman

Daniel A. Carpenter Jr. has
been elected chairman of the
newly merged Paige O'Brion
Russell of New York, succeeding
Waldo M. Hatch, who died June
28 at the age of 66. Thomas A.
Sperry Jr., in addition to con-
tinuing as president of the insur-
ance brokerage firm, becomes
chief executive officer and chair-

man of the executive committee.
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Japanese city readies pension
for employes of business firms

KAWAGUCHI,
small city separated from Tokyo
by a river and prefectural boun-
dary, yet near enough tp suffer

Japan--This

from traffic spill-over and com-
muters to that city, is readying
its own retirement and all-round
welfare plan for employes of its
small- and medium-scale busi-
nesses.

The city counts 7,000 busi-
nesses, including many foun-
dries, which qualify, having less
than 300 employes (but 50 for
commerce and service business-
es). About 20,000 people will be
eligible to participate in the plan,
which WwVill include low-cost
home construction loans as well
as pensions.

Kawaguchi, encouraged by the
successes of its pioneering mu-
tual traffic and property damage

Insurance costs effectively:

Study, study, study, study,

Say goodbye toyour family.

Or:

study, study. /

Take IRIS* in your office. With CNA s new IRIS system, you can
start managing insurance costs as effectively as you do raw materials
and labor...in the time it takes you to read the rest of this page.

We could give you data.
Any insurance company could give
you data. (We'll give you the names
of five that can do it right now.)

CNA gives you information.

We tell you when and where
your insurance costs are out of line,
in language you understand, in time
to do something about it.

That's it in a nutshell. You don't
have to have a Ph.D. in insurance to
figure out what the numbers mean.

Call it a primer, an ABC report
-sans insurance-ese, sans the
gobblede-gook. IRIS answers ques-
tions like:

What is your loss frequency by
location?

The average claim age?

What location has the highest

loss record?

The lowest?

Why?

Are claims going up? Down ?

In what areas?

Are there any patterns, trends,
relationships between one claim
and another?

One thing more. IRIS can be
integrated into your present cost
analysis system. This way, you can
see the relationship between insur-
ance costs and other business fac-

tors.

If it all seems simple, it is. Very
simple. That's the idea we had
when we thought of IRIS.

| f you'd like to know more about
CNA's new IRIS system, contact
your insurance agent or drop us
a note.

We'll show you how to take
IRIS in your office. Better than two
years in an insurance college,
wouldn't you say?

*IRIS means.Industrial Risk Information System

=0 V CONTINENTAL NATIONAL AMERICAN GROUP

Dept. 18WX, Continental Center, 31 0 5. Michigan Ave., Chicago. lllinois 60604

Continental Casualty Co.; American Casuolty Co. of Reading Pa.; National Fire Insurance Co. of Hartford,

Transcontinental insurance Co.; Transportation Insurance Co.; Valley Forge Insurance Co.; Valley Forge life Insurance CO.

system, inaugurated two years
ago, will now also be the first
Japanese city to operate its own
mutual pension program for its
employe-residents.

THE CITY PLANS to get the
program in operation this au-
tumn, budgeting $140,000 a year
for it and turning over adminis-
tration of pension and one-time
retirement payments aspects to
one or' perhaps a team of as
many as five insurance compa-
nies.

After only a year of the. pro-
gram, an employe will be able to
borrow up to $278 toward wed-
ding, honeymoon and new
household expenses. Four years
after that, he becomes eligible
for a home construction loan of
up to $2,780, repayable in 15
years at 5%.

Pension payments will be
higher than both those paid un-
der the present government-
backed program for small busi-
ness sector employes and typical,
comparable pension systems
offered by private insurance
companies.

According to present plans, af-
ter 20 years of employment, a
participant in the program will
be able to choose between a lump
payment of $1,678 or $19 a month
for 10 years, the latter equal to
about $2,279.

On-the-job life and injury cov-
erage will be included, with
monthly payments to be made
for five years of $33 in event of
death and $8 to $33 in event of
i juar N _ -

Shun ...

Continued from page 36

Under these policies it is usual
for the insurer to be able to
cancel after any claim payment
but the insured has no compli
mentary option. Under present
market conditions, long term
policies should be avoided.

Mr. Clark also stated that ca-
pacity in Europe is as much a
problem as in America, "because
all the big mergers result in con-
tracting lines, in spite of their
overall increased capacity.”

As a result, Mr. Clark said,
deductibles and coinsurance are
being used more and more, "but
Europeans are not used to them
and they have to be explained
very carefully.”

Brokering patterns are also
changing, Mr. Clark continued,
"and 100% frontings with one in-
surance company won't do any-
more.”

It is important to realize, Mr.
Clark concluded, "that investors
are guests in these countries, and
it's better if the brokering and
insurance are arranged from in-
side the Common Market.”

He explained that Marsh & Mc-
Lennan is associated with Euro-
pean insurance brokers; in Bel-
gium for example, the broker
has an agreement with J. Henri-
jean et Ses Fils. "What we try to
give clients is American service
and know-how," he said.

It is important to realize, Mr.
Clark concluded, that American
investors are guests to a host
country and it is better if the
programming and insurance is
arranged from inside the Com-
mon Market. He explained that
Marsh & MclLennan is associated
with major brokers in each Euro-
pean country, working locally
with Marsh & McLennan per-
sonnel. The objective of this com-
bination of know-how is to
provide compatible American
service with the tools available

within the Common Market. -
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/*0 Witi the julk of our business geared to i5
C \ suop Fic nsulated electrizal col forms,

an-, Engthy delay in our imp-egnatiig

Cp 3 -2.ton could result in heauy prcducti,7

bss€s. .we need the fas- -espoise aij

recciery of our Cardox (02 system.
Mr. Robert C. Ellis, Vi=e President

9-ecision Paper Tube Co , Wheetinj,lli.

Highly ilcrmmaile vapors prcduced
during Lac-jur mpregnating paper
tubes wih ohenolic resin offer a con-
tinuous po-ent al -hreat to ove' S- 00,0CO
Ef eqg-lifna-'lt at the Precision Paper

ube Ccmyan 1. To protect ttis inv€st-
ment ard Juard against a Rctenial
$10,000- 13 d: y production loss, ite
imprefna:irg -com is equipped with a
Cardc>: - igh Pressure System engi-
neerec -0 --va-r personnel, close -.fe
doors anc nstantly flood the ccrtaired
area with CO, at the first flast of f re.

Carbon d oxi je knocks out -he fire

fast, fhen €i:appears withou- a ttrace.
No residie cr s-icky mess...no gost y

up or han=per production start-up.
Call your Cardox specialist today. He
.v '1 be g ad to pinpoint the exact
protection requirec:

low pressure systems for large O-
muilple hazards.

high pressure systems for smalle-
or remote hazards.

portabld extinguishers for Class B
and C fires.

Or write ,direct, ask for Folio 1-100C.
CARDOX Division of Chemetron
Corporaticn. 840 North Michigan Ave ,
Chicago, 11. 60611
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Buyouts ...

Continued from page 11

it, including burglary and theft
coverage and excess liability. He
is currently working on a prod-
ucts recall insurance policy,
mainly for the company's Necco
facility.

"Their coverages will become
automatic whenever we make
an acquisition,” Mr. Jones ex-
plained, "and offer the kind of
protection we need as a large cor-
poration, as compared to an indi-
vidual smaller company.”

Since more than 6,000 employ-
es are involved, at widely seat-
tered locations in the U.S. and
Canada, Mr. Jones is beginning a
review of the whole group insur-

ance program.

HIS USUAL PRACTICE with
group insurance is to initially
leave exis:ing coverages alone,
"with the final objective of
bringing them into a corporate
plan underwritten by Aetna Life
Insurance Co.-which enjoys a
favorable retention charge.”

After bringing benefits into
the Aetna fold, Mr. Jones imme-
diately adds coordination of ben-
efits and Medicare supplements.
"In general, we probably give
higher surgical benefits," he said,
"and look for lower retention
charges, based on our current in-
creased premium volume and fa-
vorable experience."”

A new 24-hour accident policy
is also being written through
Aetna for all salaried active em-
ployes. This will be on a volun-
tary payroll deduction basis.
"Response has been very good,"”
Mr. Jones disclosed, "and cover-
age will run from $10,000 up to
$150,000."

PENSION PLANS ARE "an-
other problem™ to Mr. Jones, be-
cause there are currently 16
plans in existence, involving sev-
en actuaries. The bulk of these
are trusteed, and involve funds
running into "s ubstantial
amounts.”

Any employer is "naturally
concerned" with his pension
plan costs, Mr. Jones continued,
and UIS is carefully evaluating
the performance . of its invest-
ment portfolio.

"We expect to pick one actuary
this year,” he said, "whose main
function will be to assist us in

CRONYN, POCOCK AND ROBINSON LIMITED

Underwriting Agents

Employee Benefit Consultants

..... Loss Prevention Engineers

TORONTO - LONDON - WINNIPEG
Head Oince: PO Box 400, London, Canada

William Jones 111

evaluating the trustee’'s invest-
ment performance, and help us
with consolidating plans. We're
also considering different modes

of investment-mutual funds
and insurance companies, as well

as the bank-trusteed plans.”

MR. JONES EXPLAINED that
whenever UIS acquires a new
company, the policy is to retain
local management, "with the
home oftice overseeing.” The
home office consists of 19 em-
ployes-14 men and five women.

A take over raises few em-
ploye problems, Mr. Jones has
discovered, "because psychologi-
cally, the local manager likes the
feeling of coming into a big com-
pany with better benefits, and
being offered excellent manager-
ial assistance rather than being
out there on his own.”

In his spare time, Mr. Jones is
also analyzing the profitability of
initiating a UIS corporate leased
fleet-as opposed to current
leased, company-owned and per-
sonally-owned fleets. He also
gets into many legal, financial
and accounting areas, "because
of the small management staff
running UIS."

Mr. Jones was educated at
New York University, and NYU
Graduate School of Business Ad-
ministration, and was assistant
insurance manager for American
Standard before moving into his

present positiomn . -

Fire Program Set

Newark College of Engineer-
ing, Newark, N.J., will conduct a
series on fire protection tech-
nology beginning in September.
The program, which is conducted
in three consecutive segments,
involves building construction
and services (Sept. 19 to Dec.
12) ; fire protection systems and
equipment ( Jan. 9 to March 27);
and industrial hazards (April 10
to June 26).

Applications and further de-
tails of the program may be ob-
tained from Paul A. Burns, di-
rector of conferences, Newark
College of Engineering, 323 High
St., Newark, N.J. 07102.

Profit-sharing
pay to widow
is $783,109

CHICAGO-The widow of an
exec vp of Material Service divi-
sion of General Dynamics Corp.
has received a profit-sharing
payout of $783,109.44.

Sidney J. Marks, who died last
year, joined Material Service as
a $10-a-week employe 44 years
earlier. He rose to become sales
manager and vp of sales.

The Material Service fund is
100% employer paid but has
been frozen since General Dy-
namies acquired Material Ser-
vice two years ago. The fund is
managed by the First National
Bank of Chicago.

General Dynamics has a sav-
ings and stock investment pro-
gram for employes. -

Wash Watch ...

Continued from page 4

On the darker side there is the
Federal omnibus pension bill
which, in addition to establishing
minimum standards for vesting
and funding, would set up a Fed-
eral reinsurance program for
private pension plans. Although
this proposal is by no means
close to passage, it is certain to
get careful consideration on Cap-
itol Hill and to receive strong
support from a large segment of
Congress.

There are a host of other cur-
rent developments alien to the
continued rapid growth of pri-
vate pension plans because they
could raise the costs of these
plans t o prohibitively high
levels. These include the Trea-
sury department's newly issued
integration formula for plans
which are integrated with Social
Security, and the Equal Employ-
ment Opportunity commission's
proposed ruling that there can be
no difference between the op-
tional or compulsory retirement
ages of males and females under
private pension plans.

One event which could work
for or against assuring a place
for private pension plans in our
future society is the proposed
1971 White House conference on
a:ing. This may be the last big
chance to convince the country
a healthy and growing pri-
vate pension plan system must
be preserved, if necessary by
special consideration, in all fu-
ture governmental moves into
the area of retirement benefits. -
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HELP WANTED

MARINE CLAIMS ADJUSTER

Midwest agency handling large volume
Ocean and River Marine, Hull, Cargo,
P&1 has opening for experienced ad-
juster. Mail resume of experience and
education to Box 320, Business Insur-
ance, 740 N. Rush St., Chicago, 111 60611.
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Why buy business insurance that way?

Especially when you can buy a
Phoenix Green Light OMNI policy that will
give you broader coverage at a lower cost
than individual policies. And with no
expensive overlapping coverage.

What's more, at no cost you get the
services of the largest safety engineering
organization of its kind in the country.
Phoenix safety experts help you keep your
business runningsmoothly while holding

@) down insurance and operating costs.

You have one policy. Up to 20%
lower premiums. You can spread out
your premiums with the Phoenix Monthly
Payment Plan. And you have just one agent
with total responsibility for all your
insurance needs.

Call your local Phoenixagent. He's
listed in the Yellow Pages. Ask him about
the Phoenix Green Light business insurance

that will keep your company going.
Orwriteusdirect.

- Phoenix of Hartford

INSURANCE (:C)MPANHIS ' HARTFORD, CONN. 06115
Green Light insurance: it helps keep you going
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Is your company one of those where insurance Now we've created a new concept called All Risk
overhead has become a real "fly in the ointment”... Management. It's designed to free funds for growth
making the continuing profit squeeze a little while offering you sound coverage at the same time.
tighter? Could be because, like Topsy, your coverage We don't call it a package, because rarely do two
has "just growed". Protection’'s too thick in some companies have the same protection needs. Our
areas. Too thin in others. method is to bring in a team of business insurance
We understand. Advising you on solving your business  €XPerts to advise you on your insurance program.
insurance problems is our business. (We were the first Isn'tittimeyou called in an ARM team? We're in the
mutual liability insurance company in the country Yellow Pages. And the stickierthe "fly in the oint-

and one of the first to offer Workmen's Compensation.) ment" the happier we are to help you shoo it away.

American Mutual AO-

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880/ = - !

Workmen's Compensation Fire Liability Crime , Group Insurance Auto Home Life* Accident and Health

*AM I ife Inctir,inre Cnmn:inv



