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There are enough risks involved shooting movies on foreign soil without
having to contend with monsters. But when this mechanical Loch Ness
monster, constructed for United Artists and Mirisch Corp., sank during
filming in Scotland Fireman's Fund was forced to cough up $135,000.
A special international section begins on page 45.

Insurer pays high tab

for Brando and 'Burn’

SAN FRANCISCO-It cost
Nnorthern California movi e-buff
claims-adjuster Leonard Lommen
only $2..50 of his own money to
see his favorite star, Marlon
Brando, in "Burn" at Hollywood's
Vogue Theater.

That film, however, cost his
company, Fireman's Fund Ameri-
can Insurance Co., the whopping
sum of $463,120 for insured losses
incurred during the filming in
Colombia.

lllInesses suffered by Mr. Bran-
do in the hot, humid South Amer-
ican shooting locale cost the San
Francisco-based insurance com-
pany $249,920. The rest of the
Nnear half a million loss went for
faulty film processing, miscella-
neous equipment, damaged props

and other insurance-reimbursable

Soup recall

CAMDEN, N.J.-In -a virtual
replay of the Bon Vivant soup re-
call incident of a few weeks ago,
the Campbell Soup Co. has or-
dered the recall of chicken veg-
etable soup packed by one of its
plants in Texas. And, in a replay
of the insurance situation, Camp-
bell appears to be self-insured for
the costs of the recall, though they
refuse to confirm or deny it.

Botulism toxin was found in
cans of the soup packed on July
15 by the company's Paris, Texas,
plant. Those cans were distributed
over a 16-state area and the firm
began an immediate recall when
the toxin was discovered.

A spokesman for Campbell's
said the company was "covered in
one way or another” for the recall
but refused to elaborate. He also
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movie-making problems.

THE LOSS on "Burn™ was
heavy, of course, but Fireman's
Fund took it in stride. After all,
the company has been insuring
movies and movie making since
the days preceding Mack Sennett
and the Keystone Cops. Records
here dating back to April, 1921,
carry Fireman's Fund warnings
on the hazards of insuring nnovie
sets, movie stars and all that
went with Hollywood production
activities.

Today Fireman's Fund is the
largest insurer of entertainment
projects, writing policies for all
productions of United Artists,
Paramount, American Broadcast-
ing Co., CBS and dozens of the

Continued on page 2

covered'

and 200,000 cans would eventually
be returned.

Sources at the major insurance
companies which write product re-
call coverage said that their
companies were not involved with
Campbell Soup.

"Campbell is obviously self-in-

sured for this," one of them noted.
"They're big and they can absorb
the loss. Bon Vivant wasn't blessed
with size and they are now bank-
rupt. The big boys can stand a re-
call like this, it's the smaller op-
erations that need coverage.”

Unlike the Bon Vivant recall,
fortunately, there have been no
illnesses reported, Campbell said.
The firm discovered the toxin.

A company bulletin said that
grocers and consumers would be
repaid for cans returned or de-
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Nixon' s price freeze puzzles
corporate buyers and insurers

By RICHARD BJORKLUND
WASHINGTON-Insurers and their corporate customers were ask-

ing "What if . .

" questions about the meaning of the wage/price

confused about the effect on their

business of the President's freeze

announcement. One spokesman

freeze nearly two weeks after President Nixon's dramatic economic said, "We know only that if an

message. The Administration’'s cost of living council attempted to

provide some answers, but most of its pronouncements applied only to

personal lines of insurance and did nothing to clear up corporate

property-liability and employe benefits insurance questions. See edito-

rial on page 16.

Some things that appeared to be clarified included:

- A freeze on fringe benefit increases. No profit-sharing plan can be

instituted during the freeze. No increases in pension plan contributions

are permitted. However, previously established corporate contributions

to existing retirement and deferred profit-sharing funds will be permit-

ted because they do not affect levels of wages or prices.

= Premium levels for custom-
rated property-liability corporate
insurance programs that are insti-
tuted or renewed during the freeze
could be set according to loss ex-
perience of the insured, but the
rating principles applied would
have to be those in effect in July
and August of this year. The In-
surance Services Office suspended
the effective date of rate increases

for commercial auto insurance in -

eight states in compliance with
the President's freeze order. Pre-
miums for commmercial policies
governed by manual rates cannot

be increased during the freeze, just
as rate increases for personal lines
coverage are suspended. No 10%
surcharge will be applied to insur-
ance coverage purchased from

increase has been in effect for a
substantial period of time it may
be applied during the freeze to an-
nual renewals for individual or
group health insurance coverage."
Administration officials told one
large health insurance group that
it is hoped the health insurers
"will take advantage of the 90-day
freeze period to help curb infla-
tion.” Some health insurers com-
plain that they have been hardest
hit by inflation because of run-
away rises in hospital charges,
medical care costs and the price
of drugs. "Often our meager rate
increases are based on two-year

deficits in underwriting,” a health

Lloyd's or other foreign carriers insurance spokesman complained.

because insurance was not "duty-

able” before the freeze and can-
not be made subject to the tariff
surcharge.

Life insurance premiums are

Life insurers had an additional
complaint about the President's
freeze order. "It puts us in a state
of suspended animation,” said one

underwriter, "because we can't

not generally affected by the freeze sell any life insurance employe

because premiums are typically
set at the inception of the policy.
Health insurers, however, were

benefits. About the only thing we
can push is salary reduction pen-

siom plars . -

Manhattan's suit alleges unfair
group sales tactics by Prudential

By STEPHEN GILKENSON

NEW YORK-A $139.1 million
chunk of group life insurance
business that a year ago was
transferred from the Manhattan
Lifd Insurance Co., New York, to
the Prudential Insurance Co. of
America has become the subject
of an antitrust suit, it was dis-
closed here last week.

Filed in U.S. district court in
Boston late in June, the suit
charges Prudential, as well as
trustees and administrators of six
multiple-employer group life in-
surance plans, with practices that
have led to the "unreasonable re-
straint of interstate trade and
commerce in sales of group life
insurance in violation of Section 1
of the Sherman Act.”

Prudential, in addition, has
been charged with coercion inas-
much as it refused to write the
more risky health insurance busi-
ness of the six plans unless it
could also win the profitable life
contract, the complaint alleges.
Prudential's attorneys have said
that there is "Nno substance™ to
the suit and that the company
will fight it "vigorously.”

NAMEN AR riofonrinnmt, ginng

with Prudential are Boston Safe
Beposit and Trust Co., trustee of
the plans; the Richard J. Conboy
Insurance Agency Inc., which
originally placed the business
with Manhattan Life and later

took it to Prudential; the North-

east Plan Administrators, the unit
of Conboy Agency that adminis-
ters the plans; Richard J. Conboy,
president of the Conboy Agency
and treasurer of Northeast; and
Martin J. Kelley, of the Conboy

Continued on page 2
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he 1971 Business Insurance special international section

(pages 45 through 82) answers some of the many questions

facing U.S. businessmen who manage overseas locations. On page
66 you can find out how American companies with plants in

apartheid South Africa are responding to charges of racist employe

benefit programs. Some tips on how to bring a product liability

suit against a foreign manufacturer, and how to find out if

he's at fault, are presented on page 76. In the light of recent
Chilean copper expropriations Business Insur,ance has also taken

a fresh look at the status of the International Investment Insur-

ance Agency on page 45. Establishing and maintaining a co-

ordinated loss prevention for a company with 85 world wide
locations has led to appointment of a separate risk manager for

their European and African locations; on page 45 the new man

discusses his job. The mounting pressures on private pension

plans of American subsidiaries abroad are revealed on page 50. A

story on offshore captives and their hothouse growth is on page 54.
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Foreign investments up,
Commerce study shows "iiivinic.. _ o e
ment for film makers," explained coverage, only occasionally caus- 111 or is injured, of course, we

'WASHINGTON-According to ment figures show reinvested Edward E Hamby, who manages ing an insurance claim pay out want treatment to begin promptly
the Department of Commerce, earnings and net capital transfers Fireman's Fund's worldwide en- Perhaps the best known of these We also look carefully at the com-
American companies increased between American parent compa- tertainment industry department was the mechanical version of petency and quality of the produc-
their direct investment in foreign nies, their foreign affiliates and located in Los Angeles Cast in- the Loch Ness monster made for tion people
countries last year by more than investors and lenders in foreign surance 13 the basic coverage in director Billy Wilder for location
50%, and did it in the face of U S countries the motion picture phase of the shooting, at Loch Ness, Scotland, of course, Fireman's Fund policies
balance of payments controls As a result of all the borrow- business Such coveiage protects of "The Private Life of Sherlock protect producers and film com-

The foreign investment climbed ing, US firms were stuck with a the producer against losses re- Holmes," produced by United panies against plagiai ismand
to almost $3 8 billion last year combined long-term foreign debt sulting from death, injury or 111- Artists and the Mirisch Corp Mr copyright infringement claims as
from 1969's figure of $24 billion of $113 bilhon at the end of last ness to a director or leading actor Wilder had decided the "real" well as damage to props, sound
At the same time, American cor- year Borrowing by U S corpora- or actress Loch Ness monster couldn’'t be and stage equipment and film
porations borrowed more from tions began getting heavy in 1968, "Producers," Mr Hamoy points trusted to appear on cue His syn- negatives
foreign sources than they did in after the government announced out, "try to select the right artist thetic serpent proved no more re- Fireman's Fund regularly in-
1969, about $3 billion as opposed mandatory curbs on foreign in- for each role because they know liable It sank in mid-scene and sures motion pictures being
to $26 billion two years ago Most vestment ($5 2 billion of the 1970 that proper casting can make a cost Fireman's Fund $135,000
of the borrowing was done in debt was in public offerings and movie while mistakes in casting ico, South America, the Middle
Western Europe while the largest private ventures The rest was in can break It at the box office “"THAT WAS WHAT it cost,” East, and behind the Iron Curtain
percentage of investing was done bank term loans and renewable However the more careful the Mr Hamby explained, "to reshoot in Russia and Czechoslovakia
in developing nations short-term loans ) producers are in packaging talent, the monster scenes, using a more One of the latest such films was

Direct investment ( that which The Commerce department also the more vulnerable they become trustworthy miniature beast in an "Fiddler on the Roof," much of it
occurs when an American compa- reported that $5 6 billion was to financial loss if one of the stars Indoor swimming pool "
ny or individual owns or gets hold transferred last year from U S cannot finish the role With mil- In this same film, the illness of "Many of the 'Fiddler’ scenes,”
of 10% or more of a foreign bust- firms to their foreign affiliates, lions of dollars on the line. msur- actor Robeit Stephens in the role Mr Hamby pointed out, "were
ness) in Canada, which is exempt more than $1 billion of -hat going ance is essential to protect the of the famous detective resulted filmed in small, remote villages,

from balanceof payments con- to Canada investment " in 12 days of production delays where adequate fire fighting
trols, totalled another $1 5 billion Fireman's Fund paid $206,000 for equipment was Just not available
AN EXAMPLE is the cool mil- the expenses due to the sickness

abroad rather than in Hollywood and problems related to the re-
and this year about 60 % of the moteness of the film location
productions Fireman's Fund has

Insurer...

Continued from page 1

"We're also very careful,”
insured are being shot outside the he continued, "to be certain of the
leading Independent producers us availability of medical facilities

Even the movie stand-ins get If an insured movie star becomes

INn addition to cast insurance,

filmed m Australia, Europe, Mex-

shot in London and in Yugoslavia

This huge amount of capital
That figure iS an increase of about transfers was offset, according to This raised the possibility of high
$100 million from 1969 Commerce, by the large amount lion dollars Fireman's Fund paid "Our major consideration in costs in the potential destruction

The foreign direct invest- of borrowing = United Artists when Tyrone Pow- underwritrng productions in for- of valuable sets and wardrobes
er suffered a fatal heart attack on eign countries,” Mr Hamby told Distances from film processing

the set of "Solomon and Sheba" Business Insurance, "is accessibil- labs also increased the risk of
in 1958 That film was shot in ity to the film location for claims negative loss "
Spain adjusters and medical personnel "Fiddler" came through, how-

Our new, 32-page SPRINKLER
- SYSTEM GUIDE lays it all
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Since then more and more mo- And this, of course, involves re- ever, and U S moviegoers soon
tion pictures are being made strictions on entering the country will be seeing it

Manhattan Life was one of the ments had been amended to ac-

fire protection costs and
much more we can't tell

pioneers in the field According to complish these obJectives
the complaint filed in Boston,

Manhattan ..

"As a result of these events,”
here Dozens of explicit illus-
trations It's free Send for it

Richard Conboy began to solicit the complaint further notes,

Contmued from page 1
such business under Manhattan s "Manhattan was left without a

firm and president of Northeast
before you get burnedl plan in 1962 He later formed the single dollar of multiple-employ-
Conboy Agency and became Man- er group life insurance in effect

hattan Life's principal agent in under policies solicited by the

Manh attan Life IS seeking tre-
ble damages from the aefendants,
although It does not specify an

spriniders®

the Boston area The six plans Conboy Agency, without a gener-
mentioned in the suit constituted al agency to conduct its sales and

amount The life insurer, which

ranks as the 82d largest m in-
about 10 % of Manhattan's total service operations in Massachu-

group insurance business
The six group insurance When the business left Manhat- compete in Massachusetts in a

plans

involved in the legal battle, al- tan and went to Prudential, how- field in which it had been one of

though not named in the suit are- ever, so did Mr Conboy, his the Eione_ers " o
L the Graphic Aits Industry Life agency and the plan's adminlstra- The suit by Manhattan Life is
Insurance Trust Fund, the Medi__ tors Thus, Manhattan Life was the most overt action taken to
VI ./,IM<- cal Services Industry Life Insur__left without any agency represen- date ﬂ%a'”St a é)ractlce that has
I\ ance Trust Fund, the Construe- tation and’with littl€ business of beco a subject of some grum-
tion Industry Group Life Insur_ significance in the Boston area bling among buyers of employe
11diVillhabidil.4-..**#Ad ance Trust, the Licensed Insur_ The complaint, which must be benefits and their brokers Indus-
ance Agents and Brokers Life In- answered by the defendants by try sources point to increased pres-
surance Trust Fund and the Shoe early September, notes thaf prior sures by the "muscle” life and
and Leather Industry Life Insur_ to May 4, 1970, Manhattan Life health insurers to subvert compe-

ance Trust Fund had no information from either tition and force insurance buyers

NBm' . its agent or its policyholder, Bos- to buy from one source For ex-
T h bout 5,000 | ;

ogeher abou fves Were  ton Safe Deposit and Trust Co, ample, they note, large property

surance in force, has asked for a

R R setts and without the ability to
jury trial

coverea for a total of $139 1 mil-

rimpiny i - - that the plans were considering a and habillty underwriters that
ion until the contract was termi- f th li iod b . I ite lif dh Ith b i

nated May 31, 1970 move for the policy period begin- also write life an ea usiness
8 1 1 3 1 rOI fasrew ning less than a month later are exerting pressures on buyers
"On or about May 4, 1970, for the more profitable group life
THE MING CORPORATION Ny i, MULTIPLE-EMPLOYER group Manhattan received seven letters line to offset some of the risk in

210 N INDUSTRIAL IRRk ROAD ife insurance contracts came into i H
HASTINGS MICH USA 49058 State 71 dated April 30, 1970," the corn- the other lines Manhattan Life

vogue about two decades ago and

ARE YOUR EMPLOYEE BENEFITS UP TO DATE?

Chances are that if your Canadian employee benefits were up to date in

June they won't be in December. Sweeping tax reforms an d changes in

unemployment insurance legislation will affect all employers in Canada.

A & T mamtains a staff of highly qualified employee benefit consultants

and administrators in principal cities across Canada.

ARMSTRONG & TAYLOR

LINMITED

INSURANCE BROKERS & EMPLOYEE BENEFIT CONSULTANTS

MONTREAL - TORONTO - WINNIPEG « CALGARY - EDMONTON - VANCOUVER

plaint says "Six of the letters, does not write property, liability

from the defendant Boston Safe,

or health business and is thus

notified Manhattan of the cancel__ charging that such practices con-

lation of the entire $139 1 million
of multiple-employer group life
insurance underwritten by Man-
hattan The other letter was the
defendant Conboy Agency's resig-
nation as Manhattan's general
agent in Boston, which resigna-

tion became effective May 31,
1970

"SOME TIME thereafter,” the
complaint goes on, "Manhattan
learned that ItS policies had been
replaced by similar policies un-
derwritten by the defendant Pru-
dential, that the defendant Con-
boy Agency had become a special
agent of Prudential and broker of
record on the new policies, was
receiving commissions from Pru-
dential and was charged with ad-
ministering the new plans and so-
liciting new business on Pruden-

stitute a restraint of trade for

firms such as Itself -

GUIDE TO
FEATU RES
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Section 45-82
Perspective 69-70
International Services 72-74
Dates for Buyers 74
International Info for

Buyers 78-79

Vol 5 No 18-Business Insurance is

tial's behalf, that, in order to ob-
tam the business, Prudential had published every other Monday at 740
agreed to offer group health in- Rush St, Chicago, Ill 60611 Con-
surance through the Conboy Ag- trolled circulation postage paid at

ency to those persons insured un- Chicago, Ill Copyright 1971 by Crain

der the said group life policies,

DUBLIN, IRELAND - SYDNEY, AUSTRALIA

ONE OF THE COMPANIES

Communications Inc
and that the six trust instru-
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Pension payment plan tops list
of steelworkers' improvements

WASHINGTON-A three-year
wage and benefit agreement fin-
alized Aug. 1 between the United
Steelworkers of America and nine
major steel companies will bring
improvements in both areas, for
350,000 workers, that exceed the
terms of contracts recently won
by the aluminum and canning
workers.

The most dramatic improve-
ment is in the area of pensions
where the 1968 basic monthly
payment of $6.50 for each year of
service yp to 35 years was
amended to a no-maximum for-
mula that pays workers $8 for
each of the first 15 years of ser-
vice, $9 for years 16 through 30
and $10 for each additional year.

The 1 % formula-which em-
ployes received under the 1968
agreement if it exceeded the min-
imum pension-is increased with
the new contract to 1.1 % for each
of the first 30 years of service
and 1.2 % for each additional
year. Cost-of-living allowances
are not included in computing the
percentage forrnula.

MINIMUM payments to disa-
bility pensioners not eligible for
unreduced Social Security disa-
bility pensions are also increased
from $100 to $150 per month.
Minimum benefits for surviving
spouses until they reach age 62
were increased from $75 per
month to $100 per month or, if
higher, 50 % of the participant's
regular pension. The minimum
benefit after age 62 is increased
from $25 per month to $50 per
month or, if higher, 50% of the

Self-cover

fund saved

$5 million

SAN FRANCISCO-The self-
insurance fund of the San Fran-
cisco International Airport has
been saved $5.25 million but the
city's taxpayers will have to dig
up that sum to end airport noise.

The Airports Commission this
week approved an out-of-court
settlement jth 44 peninsula
property owners who had sued the
city over noise created by air traf-
fic at the airport. No money was
involved in the settlement, but
the commission agreed to a five-
point irnprovennent prograrn that
will cost $5.25 mi11ion to reduce
Nnoise created by landings and
take-offs.

Jerome Cohen, deputy city at-
torney, described it as a "land-
mark settlement in noise litiga-
tion in the U.S. Noise lawsuits
have been won and lost, but this
is the first case ever settled with-
out damages being awarded to
the property owners.

"DECISION of the property
owners in this case to accept re-
duction of noise levels,” Mr. Co-
hen added, "proves they were not
interested in money but in getting
a quieter environment for their
homes.”

Under the settlement, the com-
mission agree to lengthen one ma-
jor runway, approve different
take off patterns, install an elec-
tronic noise and flight monitoring
system, work on more flight pat-
terns over water and fewer over
land and to hold sound abatement
meetings.

The agreement ended two law-
suits brought in San Mateo supe-
rior court by a total of 44 persons
each asking $10,000 damages. -

participant's regular pension less
50% of the amount of the wid-
ow's (or widower's) Social Secu-
rity benefit.

The aluminum workers had
won a pension scheme that upped
their base figure from $6.50 to $9,
an arrangement the unions laud-
ed as "the highest industrial pen-
sion benefit now in existence,”
being better than 50 cents higher
than the base won by the can
workers.

Life insurance coverage for ac-
tive workers increased Aug. 1 by
$2,500 in each class, setting the
minimum coverage at $8,000 and
the maximum at $10,500. The re-
tired life insurance after age 65
was increased by $300 in each
class, establishing a $2,100 mini-

LEO B. MENNER & COMPANY,INC.

(LEOB.MENNERINWISCONS:N.INC.)

mum and a $2,350 maximum.

Medical care insurance is im-
proved in these respects:

= Major medical is improved
by increasing the maximum an-
nual benefit from $10,000 to
$15,000 and the maximum life-
time benefit from $20,000 to
$25,000. The annual limit on psy-
chiatric care also jumped from
$1,000 to $1,500.

+ In-hospital medical benefits
are increased from 120 days to
365 days for employes with less
than 10 years of service and 730
days for those with 10 or more
years on the job. Maximum dura-
tion of in-hospital benefits for
psychiatric and tuberculosis cases
jumps from 30 to 60 days.

- Costs for donors of kidneys

(LEO B. MINN ERIN KENTUCKY,INC.)

business insurance, August 30, 1971/3

and other organs, abortions, steri-
lization proceedings (including
vasectomies) and oral surgery
will also be covered.

Annual limits on diagnostic
X-rays and examinations will be

increased from $75 to $150.

SICKNESS and accident bene-
fits were increased by an average
of $10 a week with the signing of
the new contract and will jump
another $10 on the average effec-
tive Aug. 1, 1973. Effective imme-
diately, reduced Social Security
benefits will no longer be sub-
tracted from the sickness and ac-
cident benefits and coverage will
extend to donors of kidneys and
other organs.

Supplemental unemployment
benefits have been increased by
$30 per week. Thus, for weeks
where an employe receives a
state unemployment compensa-
tion, the maximum benefit with
no dependents wil be $82.50 and
$88.50 with four or more depen-

dants. If no state b.nefits are be-
ing received, the scale is amended
to $110 and $116, respectively.

Aside from receiying an extra
paid holiday, the new agreement
also increases the vacation bonus
from a static $30 per week to aE
high as $50 per week if the vaca-
tion is taken in the "less desira-
ble months"” of the winter.

The total wage package pro-
vides a basic pay increase of 50
cents an hour in the first year
and 12.5 cents an hour in each of
the next two years. Also included
is a cost-of-living allowance
package that guarantees a mini-
mum 12.5 cents per hour in the
second year and a minimum 25
cents per hour in the final year of
the contract. A formula allowing
employes a 1-cent-per-hour in-
crease for each rise of .4% in the
Consumer Price Index is also in-
cluded begining Aug. 1, 1972 in an
arrangement that insures that no
ceiling can be placed on the
cost-of-living allowances. -

"Give Me Liberty or Give Me Death."

Patrick Henry

Patrick Henry had a healthy respect for

law and order. Born in a century tem-

pered by hard and bitter times, he was

compelled frequently to speak out against

injustice and a paralyzed government.

When he spoke, people listened-even

across the wide Atlantic. Statesman, gov-

ernor, lawyer, he was willing to pay any

price, bear any burden, meet any hard-

ship to assure the survival and success

of liberty. He expressed it in immortal

words in 1775.

Today, at home and abroad, we struggle

against the common enemies of man: pov-

erty, disease, crime, tyranny and war it-

i J self. We are granted the role of defending

freedom in an hour of maximum danger.

We at Leo B. Menner & Company

believe in the simple virtues that made

St ff

America great-hard work, integrity, and

knowledge. We also believe in the as-

sumption of responsibility and the convic-

lion as expressed by Patrick Henry that

the rights of man come not from the gen-

erosity of the state but from the hand

of God.

This drawing Of Patrick Henry by a famous Chicago

artist is available wi:hout advertising copy and suit-

able for framing. it bears an important inspirational

for your copy.

REINSURANCE-EXCESS AND SURPLUS LINES

o ow-VOEWNMRB Cil

Exceptional Fire ind Casualty Facilities for Agents and Brokers

Hartford Building - 100 S. Wacker Drive - Chicago 60606 - (312) 782-1636 - Telex 2-5261

message. Write or call Leo B. Menner & Company

- "America's Outstanding Insurance Market"
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hington watch

Employe drug abuse costs American
business at least $10 bimon a year'

WASHINGTON-OnNne of the
most alarming facts about drug
abuse is that a fully hooked hero-
in addict requires upwards of $60
a day to support his habit.

Equally alarming from the
standpoint of a businessman-es-
pecially a corporate risk manager
-is the thought that a drug abus-
ing employe, even a so-called oc-
cassional user, can cost a corpora-
tion almost that much per day in

absenteeism, turnover, decreased

productivity, accidents, theft and
interpersonnel and moral prob-
lems.

Only recently has some light
been shed on the extent of drug
abuse among U.S. employes-and
preliminary findings are shock-
ing.

A survey of 222 major U.S. cor-
porations found that nearly two-
thirds saw drug abuse as a major
industrial problem, either now or
in the immediate future. And,

53 % had already discovered some
form 6f drug abuse in their or-

ganizations.

LEWIS PRESNALL, a recog-
nized expert in the field, esti-
mates that the total cost to Amer-
ican business from behavioral
problems such as alcoholism, drug
dependencies, emotional disturb-
ances, and severe family prob-
lems is at least $10 billion a year,
and probably considerably more.

Mission Equities? One
of those fancy insurance

outfits?

That's a compliment.

This farmer is hard to fool. He

Baloney.

Our individual Group policy pre-

serves your group's Experience Modi-

More than $4 billion results di-
rectly from alcoholism, he says,.
with drug dependencies making up
a large share of the remaining $6
billion.

Mr. Presnall is the director of
rehabilitation Services for the
Kemper Insurance Group. He is
also manager of the corporate al-
coholism and other behavioral
problems department of the Na-
tional Loss Control Service Corp.
(NATLSCO).

NATLSCO, as is Kemper Insur-
ance, is a subsidiary of the Kem-
perco holding company. The al-
rnost-three-year-old operation of-
fers corporations loss control en-
gineering and behaviorial science
help.

The irony of the huge losses
suffered each year by the busi-
ness community as a result of
alcohol, drugs and other behav-
ioral problems is that for a dec-
ade the knowledge has been read-
ily available, and demonstrated in
practice, that would enable busi-

knows we can save him money. He
doesn't believe we're a highfalutin’'
company. He's a member of the Ari-
zona Farm Bureau, one of the many
western workmen's compensation
groups we insure.

Ask him. Also ask members of our

other groups. They run the gamut from
farmers to food dealers, and then some.

As you know, rates for group work-
men's compensation insurance are set
by law. But the greatest savings for
you can come from extra services
offered by us, the insurer.

fication (which rewards extra care on
your part} but Group Specialized Ser-
vices can make additional savings
possible.

This includes our professional Loss
Control Consultation to reduce acci-
dents and keep key men on the job -
and progressive claims handling to
return workers to full function.

The benefits are manv, and they're
all in your favor. Whether you need
workmen's compensation, general lia-
bility or surplus lines - call or write

your insurance broker now for full
information.
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CORPORATION

BetterAtvvhatWwebDo

California's Largest Publicly Owned, Independently Operated Property & Casualty Carrier. San Francisco, Seattle, Portland, Denver, F ouston, Dallas, Phoenix. Headquarters: Los Angeles.
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ness to extend the useful lives of
employes and reduce these losses
by a net of about 30%, Mr. Pres-
nall contends. Stated another
way, he says that a business can
achieve an annual net saving of
from $5 to $10 for each control

dollar spent.

YET, he points out, not more
than 250 to 300 corporations in
the nation have done anything
toward installing control pro-
grams. And, most of these are
inadequate and concentrate al-
most entirely on alcoholism. Or-
ganized, progressive corporate
programs for dealing with drug
abuse are virtually nonexistent.

In May, 1971, the Kemper In-
surance Group became the first
major corporation in the nation to
publicly announce a policy of
non-discrimination in the hiring
of rehabilitated drug addicts.
(B us iness Insurance, May 24.)
The action was - taken after re-
viewing the rehabilitation success
of the lllinois Drug Abuse Pro-
grams and was backed up by the
hiring of a number of former ad-
dicts referred to the firm by the
IDAP.

Kemper's basic attitude toward
drug abuse is that, like alcohol-
ism, it is a behavioral illness that
can be successfully treated. The
firm does not view it as a stigma,
a sign of moral turpitude or
weakness that can never be erad-
icated.

It is too soon to weigh results,
Kemper says, but notes that its
long-time progressive program
toward alcoholism within the
company has been -extraordinar-
ily rewarding"-both financially
in solving problems without termi-
nating the employe and morally
in knowing it has helped many
employes free themselves from
the alcoholism nightmare.

MR. PRESNALL points out
that in dealing with corporate
drug abuse there are two distinct
areas of concern-first, the prob-
lem that arises when a current
employe becomes drug dependent
and, second, the question of
whether to hire former drug ad-
dicts who desire employment.

In the first instance, Mr. Pres-
nall notes that Kemper does not
expect supervisors to ferret out
alcoholic or drug dependent em-
ployes. "S uch behavioral prob-
lems become readily apparent
through decline in job perform-
ance and work patterns," he says,
adding, "We do not feel that our
supervisors are competent to di-
agnose and counsel employes
having complicated behavioral
problems."

He says Kemper treats sub-
standard performances caused by
drug abuse by locating and secur-
ing admission to appropriate com-
munity treatment centers. Full-
time employes are covered by
health insurance for such ser-
vices, he notes.

If the employe is unwilling to
seek treatment and his perform-
ance remains substa,ndard, drug
dependency is not an exception to
the firm's "normal procedure re-
garding work performance.”
Kemper's policy provides that an
employe convicted of illegal drug
traffic is dismissed immediately.
Employes trafficking in drugs on
company premises or during
working hours are terminated
and reported to civil authorities.

DRUGINntoxicationduring
working hours subjects anem-
ploye to termination for cause;
however, this penalty is not neces-
sarily invoked on first occurrence
depending on the seriousness of
the offense, its standing under
existing criminal law, the safety
risk involved, prior actions relat-
ed to work performance and
medical considerations.

A common misconception con-

Continued on page 10
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Rising health costs are a bitter pilll.
Do you just have to take the medicine?

In the past 20 years, health costs have been
running away. Hospital costs have risen nearly
500%, physician's charges 90%.

In addition to inflation reasons, more and
better services are being provided. But other fac-
tors have contributed to the spiraling cost.

For example, a university research study of
11,000 patients in 47 hospitals pinpointed wast-
age of health insurance benefits at over 6 million
dollars. The principal waste areas included un-
necessary admissions and hospital overstays.

We don't mean that a time-study man should
lurk over bed patients.

Never.

What we do have in mind, however, is a
group health cost control program which chal-
lenges the present trend.

It begins with our com- $*5= rf. 9.....,
puter program. 5= 1.—r » 7+ 1

The computer keeps track
ofevery dollar you spend and .4*.-v-«... -, ,
how you spend it. You get f-'-, % ».. -«- »"
written reports on this data, 7 742. r««
pinpointing your problems,
finding dangers before they -/4:./.42(-/-- -- - --
snowball, flagging the areas
where your costs are out of line.

For example, this program helps to spot
heavy bills; at which point we send them to
people who know how to analyze them. (And
how to negotiate them when they're too high.)

We've also discovered that it helps to make
better use of out-of-hospital services, such as
X-rays and lab tests. This eliminates unnecessary
hospital confinements.

And it helps to make use of a deductible
feature that concentrates dollar use toward the
more serjous health problems.

Admittedly, our group health loss control
program is specifically geared to the upper pre-
mium brackets. This isn't intended to be snob-
bish. It is simply not possible to identify and
control smaller groups effectively. The pattern is
there, but it takes too long to emerge. And by

7 the time it does appear, the
i. control point has passed.
. It takes a lot of sifting
- -\ - —- facts and figures for informa-
tion that will mean something
-+ ~  to you in this area, but if we

VWAU SAU " -4 «"» 1

---:-j .,5 *46 do our job right, that leaves
our client free to do his job
a ; .. right.

B..%«1,02:1
- -1, 02515 That's the Wausau Story.

Employers Insurance of Wausau

We think insurance

ought to work for
aliving.
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We protect your ocean cargo better-or well eat our hat.

Just like a label, you can get yourself stuck.

On insurance.

Because, if you don’t control your own
protection, you may not be protected.
Against endless waits for seztlements. And
costly gaps in coverage. And long-distance
wrangles over foreign currencies and
customs.

Worse yet, when an overseas buyer or
seller takes over, he just may take you. With
too little insurance. Or no insurance at all.

That's why Fireman’s Fund American
urges you: control your own ocean marine
insurance. Hopefully through us.

Because, for more than a century, we've

been helping importers and exporters

control their own destinies. With protection
that protects them.

So: next tirFyou import—or export—
see us. At any of our 50 offices, all around
the country.

We'll make sure you’re in contrcl.
Not out of it.

Checking ocean marine? Always check the hat!
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25 million Americans not covered
by private pension plans, study says

VWASHINGTON-A Labor de-
partment study has reported that
25 million Americans work for
private employers who provide no
retirement plans to supplement
Social Security. Most of them, the
study notes, work for small, non-
union firms that pay low wages.

Reported just as the U.S. Sen-
ate labor committee opened hear-
ings on company pension plans,
the study notes that private pen-
sion plans now cover 30 million
workers. Most of thenn are in
companies that are organized by
labor.

Noting that the survey, which

was of 1968 employer expendi-
tures, "shows how effective un-
ions have been in pressing for the
adoption of retirement plans since
they became an issue of mandato-
ry collective bargaining in the
late 1940s,"” the study goes on to

say:

"WITHIN THE private, non-
farm economy, only 18% of the
employes in unionized groups
are without retirement expendi-
tures (in their behalf), compared
with 56% of those in non-union
situations.”

That is, more than 80% of the

nation's unionized workers have
some pension protection, while
44% of the employes in non-un-
ion shops are covered.

Noting that the size of the com-
pany has a bearing on the situa-
tion, the study also said that
nearly "5% of the employes in
firms with less than 100 employes
are without company pension
protecticn. On the other hand, it
adds, in plants with 500 or more
workers only 7 % of the employes
have no retirement plans.

The study also points out that
pension plans are much less prev-
elant in lower paid industries.

FOR EXAMPLE, among unor-
ganized groups with average com-
pensation that falls below $2.50 an
hour, less than 10% of the work-
ers in those firms with 100 or few-
er workers had pension protection.

The situation was summed up
by the Labor department: "Work-
ers who are employed in non-un-
ion establishments at relatively
low levels of pay are the least
likely to be participating in a re-
tirement plan.

"Rapid improvement is effec-
tively blocked by the poor eco-
nomic position of many small
firms. This situation is a matter
of serious concern because these
workers are among those least
able to provide for themselves in
later years."

Results of the study were pub-
lished in the Labor department's
magazine, Monthly Labor Digest.

EMPLOYES of the Minnesota

Mining and Manufacturing Co. in

We're members of the

INnternational Set

As Fred. S. James & Company has
grown over a span of 113 years its
identification with the foreign insur-
ance operations of its clients has
increased greatly. Today, we serve
clients on a world-wide basis.
Familiarity with local customs and
conditions in far-away places is
maintained through a network of
foreign service associates whose
professional standing equates with
our own. In almost all cases, our
United States professionals go

FRED. S. JAMES & CO.

abroad to establish the program. Our
associates abroad permit us to main-
tain a flexible position in each coun-
try, accommodating local prefer-
ences among foreign nationals.
Thus, through personal supervision
our standards of competence are
always fulfilled within the country
where our clients' interests lie.

If you seek a guideline for your
foreign insurance requirements, call

on Fred. S. James & Company.We're
members of the Internationak.Set!

Insurance Brokers and Consultants Since 1858

Boston - New York - Philadelphia - Harrisburg « Pittsburgh - Chicago « Dallas « Oklahoma City
- Tucson * Fresno *« San Francisco - Portland « Spokane « Seattle « London « International
Service through Associates in Major Cities throughout the World

St. Paul will receive a $30 million
windfall to their pension pro-
gram.

3M made some major changes
in its pension plan in 1968, in-
cluding a change from a pre-
viously contributory plan to a
non-contributory system.

The $30 million windfall repre-
sents the amount contributed by
workers employed by the compa-
Ny prior to 1968, the company
said.

Denenberg

cuts group
life minimun

HARRISBURG--INn his  con-
tinuing campaign to cut the costs
of insurance for consumers, Dr.
Herbert S. Denenberg, Pennsyl-
vania's insurance commissioner,
has announced a new regulation
that permits insurance companies
in the state to slash premiums on
group life insurance.

In the past, insurers were re-
quired to follow arbitrary and,
sometimes, excessive minimum
premiums. Under the new law,
the companies can use any mini-
mum they desire, considering the
interest factors, expense and
probable mortality of the group.

The old regulation required
that insurance companies charge
arbitrary minimums during the
first year of coverage on any spe-
cific group.

"Minimum rates, as previously
required, were clearly arbitrary,
excessive and anti-competitive,”
Dr. Denenberg said. "We are in-
terested in bringing about compe-
tition to produce the lowest possi-
ble price for the consumer. We
are interested in interpreting the
insurance law to protect insur-
ance consumers rather than to
stifle competition and inflate pre-
miums.”

He also indicated that Pennsyl-
vania-based insurance companies
would benefit from the new regu-
lation. "The new law will also
favor Pennsylvania companies,
(New
York, Ohio and Maine) force

their insurance

because several states
companies to
charge arbitrary specified rates.
This will mean Pennsylvania
companies should be able to win
in competition for new group
cases," he said.

To illustrate his point, the
Pennsylvania insurance depart-
ment said that the yearly pre-
mium for a $5,000 group life poli-
cy, at age 25, had been $14.85
before the new law. That same
coverage will now cost some-
where near $8.90. For an employe
aged 55, life insurance.that had a
minimum tag of $97.75 will now
cost closer to $58.65. -

Hall acquires
Boit, Dalton,
Church

NEVWW YORK-INn one of the
largest insurance brokerage ac-
quisitions of the year, Frank- B.
Hall & Co. Inc. has agreed in
principle to acquire Boit, Dalton
& Church Inc. of Boston.

The deal also includes Boit,
Dalton & Church's operations in
Providence, Pittsburgh and Los
Angeles and is expected to be
finalized by mid-month. The Bos-
ton-headquartered brokerage was
founded in 1865. It is a multiple
lines firm and employs 275 per-

In another brokerage acquisi-
tion, Corroon & Black Corp. has
bought Meneley & Ames Inc.
with offices in Reno, and Tahoe
—itsr., < ==l _ -—



Why we're warning our telephone
operators towatch their tongues.

Hundreds of times a day, for three
years, they've been answering,
"MFB Mutual Insurance Com-
pany.”" Now they've got to kick the
habit. Since July | our name has

been Allendale Mutual Insurance

Company. But everything else is

the same. We're still the world's

largest mutual insurer of industrial

property. We stilllead in property

risk management, solving industry's
pro6 lems by responding to indus-
try's needs with custom-designed in-
surance coverages. w e re still tops in
loss control engineering. So give our
operator a ring. She'll put you
through to someone who can tell you
the whole MFB-oops !-Allendale

Insurance story.

Allendale Mutual Insurance Com-

pany, Providence, R.l. 02904.
Attiliates: New Providence Corpo-

ration; Underwriting Manager for
Affiliated F M Insurance Company
and Appalachian Insurance

Company.

Allendale Insurance
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Miami businesses need theft cover

but rest of state is too good for it

MIAMI-Some metropolitan Mi-
ami businessmen and homeowners
are complaining that a rising crime
rate has made it impossible for
them to secure theft insurance-

Yet state insurance officials
won't support their request for
federally subsidized insurance be-
cause the Dade County (Miami)
problem is an isolated instance in
the state.

They acknowledge that certain
insurance companies have refused
to underwrite regular crime poli-
cies in certain high-risk areas of
Dade, as they have in other vul-
nerable regions of the nation. But
they cite a study indicating that
insurance availability is not a se-
statewide-and

rious problem

they reason that any request for

federal intervention should be

handled at the state level.

MIAMI officials have asked for
Florida insurance commissioner
Tom O'Malley's support to make
the coun,ty eligible under -he new
federal program, which permits
rates ranging 30% to 40% below

to warrant such an appeal for
federal help.

Ray Goode, Dade County man-
ager, also has taken his request
directly to George Bernstein, the
federal insurance commissioner,
asking to have Dade alone includ-
ed in the federal program. But
Mr. Bernstein replied that the

those of private firms. Nine states program is available only on a

and Washington, D.C., already
have qualified for the coverage
since the program, administered
by the Housing and Urban De-
velopment department, was en-
acted by Congress in December.
But Mr. O'Malley's office has
refused to support the county re-
quest, saying that on a statewide
basis the problem of insurance
unavailability isn't severe enough

statewide basis and he suggested
that - Mr. Goode keep Mr.
O'Malley informed on develop-
ments.

Earlier, Mr. Goode had contact-
ed the state insurance commis-
sioner's office to see if it was
applying for statewide eligibility.
The reply was: "We recently
made a statewide survey as to the

availability of this insurance and

Complying with the new
Occupational Safety& Health Act

isn't as hard as it looks.

found that, while there is some
problem as to the availability in
certain areas, the unavailability is
not of sufficient magnitude to
warrant either state or federal
intervention.” If the problem does
worsen, Mr. Goode was advised,
the request should properly be
channeled through the state.

WHEN THAT TIME comes, Mr.
O'Malley's office stated, legisla-
tion probably would be suggested
requiring companies to partici-
pate in a statewide pool for crime
insurance.

Questioned about the survey's
findings regarding Dade, his of-
fice acknowledged that some in-
surance is difficult to secure. But
it normally is available even in
high-risk areas, insurance offi-
cials said, when the owner or oc-
cupant of a business or dwelling
has adequate protective devices to
inhibit burglars and robbers.

Mr. Goode was advised that

crime insurance is particularly

A NATLSCO in-depth survey will help determine
exactly what your company must do.

Many companies will be overwhelmed just trying

to figure out what they must do to comply with the
new Occupational Safety & Health Act. And if your
company is engaged in interstate commerce, you

must comply with the several thousand require-

ments spelled out in the law's 1,750 pages.

The National Loss Control Service Corporation
(NATLSCO) can simplify the task for you. One of
our three-man survey teams will help you to evalu-

ate your facilities and operations in relation to the

new law. Each survey team member concentrates

in the area of his professional specialty-industrial
hygiene, fire protection, industrial safety.

Gerald L. Maatman, President

They'll provide you with a
comparison of how they feel

written point-by-point
your company meas-

ures up to the new law. Recommendations which

will help you to bring your facilities and operations

into compliance-at the least

cost-will be included.

NATLSCO's new survey service can also include

assistance in establishing or revising your record-

keeping systems in the area of accidents and ill-

nesses to meet the federal requirements expected

to be established in these areas.

For more information about these new services

of NATLSCO, an affiliate o
please return the coupon.

National Loss Control Service Corporation

4750 Sheridan Road
Chicago, lllinois 60640

Please send more complete information about your new

NATLSCO OSHA Survey Service.

NAME
COMPANY
ADDRESS

CITY

STATE

P | o

f Kemper Insurance,

National Loss Control

Service Corporation

difficult to secure on j ewelry in
the Miami Beach area. "Also in-
cluded is burglary, robbery and
mercantile open stock insurance
iNn run-down areas," said Mr.
O'Malley's office.

"Businesses with merchandise
that is not easily traceable and
which can be disposed of readily
also have difficulties in purchas-
ing this coverage.”

But unhappy Dade merchants
and homeowners find that they
will have to wait for the crime
rate of the rest of the state to
catch up with them before they
can seek eligibility for federal

L= e R L —— K — K — -

Wash Watch

Continued from page 4

cerning employe drug abuse, Mr.
Presnall says, is that drug prob-
lems are confined to the young.
This is just not true, he says,
noting that company evaluation
programs have demonstrated for
nearly 20 years that drug abuse
has long been a matter of serious
concern among all ages and job
levels.

"The employe is very often a
supevisor caught in a Dexadrine-
Benzedrine-Seconal cycl e," Mr.
Presnall points out.

As far as hiring former addicts,
Kemper policy is not to discrimi-
nate against an individual be-
cause of prior record of drug
abuse. On the other hand, Mr.
Presnall stressed that the firm
does not create special jobs or
positions for the applicant or dis-
criminate in favor of the former

drug abuser.

THE COMPANY notes that it is
under no illusion that it can ab-
sorb the large number of re-
covered addicts ready and able to
work. However, it says it hopes to
demonstrate the practicality of
this approach, spurring other
firms on to follow suit.

AN immediate factor is, that a
rehabilitated addict has substan-
tially above average intelligence,
Mr. Presnall claims. The less in-
telligent simply do not survive
the drug-crime jungle, nor are
they motivated to join any drug
program, he explains.

Mr. Presnall notes that all eor-
porate managements have a pro-
gram for handling alcohol and
drug problems. Too often, how-
ever, he says the program goes
something like this:

"The company will pay an eco-
nomic premium to employes (and
supervisors) for the successful
concealment of alcoholism and
drug dependence from the atten-
tion of management. This eco-
nomic premium will be paid in
job security, promotion opportun-
ities and fringe benefits. VWhen
the employe's alcoholism reaches
the stage when it can no longer
be concealed from the attention
of management, his services will

bbe termrmilimated - ™" -

Elects new leaders

San Francisco Insurance Wom-
en's Assn., has elected these of-
fieers for 1971 - 1972; president,
Barbara Drolet, Karl Bach &
Associates; vp, Josephine Segar,
Towers, Perrin, Forster & Crosby;
vp, Sandy Dameron, IMCO; re-
cording secretary, Nancy Wetz,
Pacific Coast Holdings Insurance;
corresponding secretary, Mary Ann
Altendorf, Richard N. Goldman &

Co., treasurer, Mary Conduit,
American Home Assurance Co.

FAIR plan controller

Samuel R. Nelson, formerly an

internal auditor with Mission

Equiities Corp., Los Angeles, has
been named to the newly estab-
lished positioh of controller of the
California FAIR Plan Assn.
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ISSUED EVERY NOW AND THEN (WHEN THINGS GET QUIET AT MIDLAND INSURANCE CO.)

INSURANCE 6AME BATTLES INSURANCE BIZ!!

ALL KIDDING ASIDE-
INSURANCE IS NOT
OUR GAME.... IT'S
OUR BUSINESS

CHICAGO BROKER MAULED IN MARATHON

Chicago: It is reported that Broker, George E.
Mildchap,will need several days of complete bed-
rest to "unwind" from his fierce "FUTILITY"

r session. The six hour confrontation left the game
little broker completely in knots. Except for sever-

FUTILITY BREAKS RISK MGR.

New York: RISK MANAGER,
Charles M. Goodfellow. breaks
down after landing 27 times on
space "You accept your associ-
ation's invitation to speak on
'the changing role of the risk
manager during a capacity crisis
and his alternatives in self-insur-

ance and captive carriers to meet

the challenge of the 70's and the
ever larger demands of inner and
outer space that we must face if
we are to support the concept
that there can be a twenty-first
century only if we attract new
capi-al to our industry'. Lose

three turns while you try to be
origiial”.

al minor kinks, doctors expect him to fully recover
in time for The next tournament. The spunky
Mildchap was overheard to say on the way to the

operating room, "Next time 1'11 even get past the
rules! Today FUTILITY' tomorrow the World."

FUTILIITY CHAMP IS
TOAST OF SECAUCUS

JET SET !!!

Secaucus, N.J.: Ben Mongoose,
All-Time "FUTILITY" cham-
pion player, is shown arriving for
a 2-week sojourn in this pictur-
esque village. He was awarded
the all expense paid trip follow-
ing his defeat of Tom the Turk
in the "FUTILITY" Las Vegas
Tournament. Many of the"smart
money" boys consider Ben to be
an outstanding contender for the
"FUTILITY" Super-Bowl World
Chainpionship scheduled for Feb-
ruary '72 at the ASIM Meeting

in Montreal.

All kidding aside, insurance is
not our game - it's our business !
And we're totally serious about

it - all of us, Risk Manager,
Broker and Midland.

Our aim is to keep on getting
together with the corporate and
brokerage people who are inter-
ested primarily in a "partner-
ship" carrier - one that com-
plements its partners strengths
and avoids duplication ofeff6rt.

A "partnership" predicated upon
the reasonable assumption that
each party is entitled to a prof-
it. That the participants are not
competitors - they're partners
whose basic responsibility is the
protection of corporate assets by
the most economical and effi-

cient means possible.

GAME INVENTOR

APPUES GENIUS
TO CHALLENGING

NEW CAREER

Hoboken, N.J.: Recent photo of
Smedley Maelstrom, inventor of
"FUTILITY" (the game nobody
should play) hard at work at his

newest endeavor.

ANnd we all know the most "eco-
nomical and efficient means"”
doesn't involve "buying insur-
ance" from the ground up for
every foreseeable loss. Today's
Risk Management means a whole
lot more than that.

Want to learn more about us -

just call, we'll take it from there.

The game,"FUTILITY"???Mere-
ly something we put together for
your amusement only - to be
played strictly at home in your
spare (?) time.

If you're the only guy on your
block who doesn't already have
"FUTILITY, the Game of Buy-
ing and Selling Insurance - the
Game Nobody Should Play" -
complete and mail the coupon.
We'll rush you a copy of our
only amusement device.

ia
ia

MIDLAND

INSURANCE COMPANY

29 BROADWAY
NEW YORK N.Y. 10006
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Howtotell

value from
value from

value.

There are 43 interoretations of

value in business. At least. Knowing

which is,which could make

a big difference in your company's
profits. Write for"What Is Value?"

Marshall and Stevens Incorporated,

Dept. K6,1645 Beverly Blvd.,

Los Angeles, California 90026.

appraisals by

Marshall and Stevens

Professional appraisal service to

50Years
ofGrowth

IRM

1971

1921

Current surplus $377,835,000

*Combined assets of member companies

$15,000,000*

$1,500,000,000*

overnment thr

busj d h
fully stafted offices in principal cities.

A UNIONAMERICA COMPANY

IMPROVED RISK MUTUALS

15 NORTH BROADWAY - WHITE PLAINS, N.Y. 10601

Branch Offices: Atlanta - Chicago - Detroit - Los Angeles - San Francisco

CONTACT A MEMBER COMPANY
American Manufacturers Mutual Insurance Co.
Central Mutual insurance Company

Employers Mutual Casualty Company

Grain Dealers Mutual Insurance Company

Indiana Lumbermens Mutual Insurance Co.

lowa Kemper Mutual Insurance Company
lowa National Mutual Insurance Company
Lumbermens Mutual Casualty Compbny

The Lunbermens Mutual Insurance Company
Merchants Mutual Insurance Company

Michigen Millers Mutual Insurance Company

Michigan Mutual Liability Company

The Millers Mutual Insurance Comp:ny
Pennsylvania Lumbermens Mutual Irsurance Co.
Pennsylvania Millers Mutual Insurance Company
Unigard Mutual Insurance Company

Utica Mutual Insurance Company

Info for Buyers offers ma-
terial that Business Insurance

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

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

. Equal Employment Opportun-
ities in the Insurance Industry, a
monograph by Arthur H. Barnes,
vp of the Consolidated Insurance
Cos. manpower resources division,
offers a reasoned, step-by-step
program for the hiring and train-
ing of minority group members.
The booklet is available, in
quantities, from the company at
345 Adams St., Brooklyn, N.Y.
11201.

- Symposium Enterprises has
recently published Legal Consid-
erations: Drug Abuse in Industry
and Business, by Sidney H. Wil-
lig. The book, $7.75 in soft cover,
is intended as a companion to
Drug Abuse in Industry by W.
Wayne Stewart, and features sec-
tions on employer-employe rela-
tions as affected by drug abuse,
the employe's rights, the employ-
er's rights, plant security, and
workmen's compensation
drug abuse. Copies are available
frorn Symposium Enterprises,
P.O. Box 356, 1460 N.E. 129th St.,
North Miami, Fla. 33161.

and

- Preventing Office Accidents, a
pamphlet from the U.S. Depart-
ment of Labor safety training
programs, outlines the causes of
most office accidents and enu-
merates ways to prevent them.
Included are office safety check-
lists. Copies of the booklet are
available for 15 cents each from
the Superintendent of Documents,
U.S. Government Printing Office,
Washington, D.C. 20402.

- Rentention Communication
Systems, Inc. has made available
a brochure describing its RCS
module systems, cartridge sound
and picture devices suitable for
employe training and recruitment
programs as well as employe bene-
fit communications. The booklet
is available from RCS, Two Penn
Plaza, New York, N.Y. 10001.

- A wide variety of printed and
filmed material for use during
Fire Prevention Week ( October
3-9) has been made available by
the American Insurance Associa-
tion. Two color, prize-winning
films are offered-The Visiting
Firemen and The Science of Fire.
Numerous pamphlets, many suit-
able for use by children, outline
tips on fire prevention for stores,
industrial plants and homes and
give explanations of the causes of
fires. Order blanks can be ob-
tained from the Publications De-
partment, American Insurance
Association, 85 John St., New
York, N.Y. 10038. Three to four
weeks should-be allowed for de-
livery.

- The 1971 edition of Analysis
of Workme n's Compensation
Laws has been released by the
government. The booklet offers a

ready reference to the statutory

provisions of the laws of the 50
states, the District of Columbia,
Guam and Puerto Rico and Cana-
dian provinces. Fourteen charts
are provided to aid in locating
specific provision of workmen's
compensation laws. One to nine
copies are $1.50 each, rate reduc-
tions are available in larger or-
ders. The booklet is available
from the Chamber of Commerce
of the United States, 1615 H
Street, N. W., Washington, D.C.
20006.

= Marshall and Stevens Incorpo-
rated Appraisals has made avail-
able What is Value™? a booklet
and film presentation. The ques-
tion of value is increasingly com-
plex. Actual cash value, fair mar-
ket value, reproduction cost, orig-
inal cost, book value and tax
basis have distinct connotations.
The folder defines each concept
of value and its proper use for
business purposes. The 25-minute
slide presentation defines and il-
lustrates the proper applications
of the various kinds of value for
business transactions. A repre-
sentative of your nearest Mar-
shall and Stevens office wvill
make the presentation to your
professional or management
group upon request. For more in-
formation and a copy of the
booklet write John Heath, Vice
President, Marshall and Stevens
Inc./Appraisals, 1645 Beverly
Blvd., Los Angeles, Cal. 90026.

- Optronix INnc. has published
the Applications Manual for
LITE-LINK All-weather Infrared
Intrusion Detector. The manual
describes a new false alarm-free
outdoor perimeter intrusion de-
tector which operates in rain,
snow, or heavy fog. For a copy
write R. E. Gray, Manager, Secur-
ity Products, Optronix Inc., 3001
Copper Rd., Santa Clara, Cal.
95051.

< American District Telegraph
Co. has released Protecting Life,
Property and Profits. The 38-page
illustrated book describes its pro-
tection services against fire, bur-
glary, holdup and other hazards
and the ADT central station
which is the nerve center of its
protection services, the sprinkler
supervisory and waterflow alarm
service, the automatic fire alarm
and

srnoke detection

system,
alarm service, burglar alarm ser-
vices for premises, ultrasonic and
intrusion detection alarnn ser-
vices, camera surveillance system,
and industrial process supervisory
service. The book also contains a
list of the ADT sales offices in the

United States. For a free copy
write H. L. Reed, American Dis-
trict Telegraph Co., 155 Sixth
Ave., New York, N.Y. 10013.

= Group Accident Insurance Plan
is a brochure by Bankers Life
and Casualty explaining their
complete accidental death and
dismemberment plan for salaried
employes and their families. For
a copy of the booklet write Don
E. Packard, Bankers Life & Cas-
ualty Co., 4444 W. Lawrence
Ave., Chicago, Ill. 60630.

= A checklist to prevent the ma-
j or problems of fuel shortage-
the interruption of processes, fro-
zen tanks and pipes, costly water
damage, and impaired fire pro-
tection are provided by Improved
Risk Mutuals in Fuel Shortage
Predicted. For a copy write S. G.
Johnson, Improved Risk Mutuals,
15 N. Broadway, White Plains,
N.Y. 10601.



- Haws Drinking Faucet Co. has
released a 60-page safety equip-
ment catalog containing their lat-
est designs in decontamination
equipment, including eye-wash
and eye/face-wash fountains,
drench showers and complete de-
contamination stations. It also
features new stainless steel and
plastic decontamination stations
for use in highly corrosive atmos-
pheres. Catalog of Emergency
Drench Shower & Eye/Face-wash
Equipment is available free of
charge by writing R. D. Jona-
than, Haws Drinking Faucet Co.,
1443 Fourth St., Berkeley, Cal.
94710.

« The Employers-Commercial
Union Cos. has published Spec-
trum Uni-plan which is a kit de-
scribing their mass marketing
plans for medium and large com-
panies. The kit includes leaflets
on auto, home, life and health
insurance and financial planning
and sample personnel poll and
membership charge card. For a
copy write Augustine Eovine, Ad-
vertising Manager, Employers-
Commercial Union Cos., 110 Milk
St., Boston, Mass. 02107.

- Perim-alert Perimeter Protee-
tion System is a booklet contain-
ing specific product information
on perimeter protection systems.
Applications and descriptions of
equipment versatility are por-
trayed with complete specifica-
tions on all product components
of the Air Space Devices compa-
ny. For a copy write Bob Yerxa,
Air Space Devices Inc., P. 0. Box
338, Paramount, Cal. 90723.

- Combined Insurance Co. of
America has released the revised
edition of Insurance and the As-
sociation. The booklet describes
the firm's approach to tailoring
its programs to meet special trade
and professional association needs
in providing long-term disability,
hospital indemnity and life insur-
ance. For a copy write Hal Lau-
renee, Advertising and Sales Pro-
motion Dept., Combined Insur-
ance Co. of America, 5050 N.
Broadway, Chicago, lll. 60640.

» The Equitable Life Assurance
Society of the United States has

released a booklet describing de-
pendent group life insurance
available under a group insurance
policy. Touching Home Base with
Dependent Group Life Insurance
is available, free of charge, by
writing Group Sales Promotion,
Location, 24-E, The Equitable
Assurance Society of the United
States, 1285 Avenue of the Amer-
icas, New York, N.Y. 10019.

- How Well Will They Live is a
booklet by Provident Life and
Accident Insurance Co. explain-
ing monthly benefits payable to
surviving spouse and children un-
der the Provident group insur-
ance plan known as Group survi-
vor income insurance. The bro-
chure also includes graphs and
easy to read table . For a copy
write Group Special Services
Dept., Provident Life and Acci-
dent Insurance Co., Provident
Building, Fountain Square, Chat-
tanooga, Tenn. 37402.

- Air Control Systems Inc. has
made available specification sheets
of their automatic telephone dial-
ers describing uses of the equip-
ment as part of alarm systems. The
Automatic Telephone reporting de-
vice can conununicate emergency
information by voice recorded
tape to the proper authorities, or
a different style device that can
be remotely activated by a pocket
sized radio transmiitter. For the
information write Leonard Uman-
off, Vice President, Sales, ATA
Control Systems Inc., 340 W. 78th
Rd., Hialeah, Fla. 33014.

Bar Assn.

NEVWW YORK-R eferring to
what he called "the classic equity

estoppel,” an attorney speaking to -

learns how

to halt equity estoppel

ideas for use in discussion with

company claims departments:

"Keep your rejection letter

a meeting of the American Bar as close as possible to the perti-

Assn. advised insurers on how to

avoid denying a claim for a spe- -

cific reason and losing the right
to later cite other reasons for re-
jecting the clairn.

"The denial of a claim for a

specific reason may preclude the

nent policy language.

"Although less than 99.9%
safe, your letter should contain
some general language such as,
'This letter is written without
waiver of or prejudice to all of
the other rights, defenses or con-

later assertion of different ( albeit tentions which are also available

valid) reasons not to pay," said
Henry G. Eager to the fidelity

and surety committee of the sec- -

tion of insurance, negligence and
compensation law.
Mr. Eager put forth a variety of

to us.' This language should be
communicated in written form.

"If a new defense is discov-
ered before suit, seriously consid-
er -writing another letter to the
insured or, at least, advise him
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orally. Verbal notification of re-
fusal is theoretically acceptable
but ill advised because of diffi-
culty of proof at trial and because
of the insured's arguable right to
receive a written statement of re-
fusal.

- "If you decide to defend a
doubtful coverage matter, don't
be afraid to insist that the in-
sured first sign a non-waiver let-
ter agreement. This is almost
foolproof and what can he lose if
the legal status quo is preserved
for both of you.

- "If you seriously deny cov-
erage, offer to refund all of the
insured's premiums plus interest.

. "In litigation, always keep
abreast of these essential issues:
your knowledge of the true rea-
son for non-payment, the in-
sured's capability otherwise to
have corrected or supplied the

omission, his reasonable reliance
on your specific rejection, and the
corollary that a valid contract
must legally exist independently
and apart from any estoppel.”

He said that a verbal disclosure
to the insured's attorney before
suit could replace an earlier deni-
al and thus halt any application
of the estoppel. This is just one of
the many well-defined limita-
tions that the estoppel doctrine is
subject to.

Another point that he touched
on was the fact that the doctrine
does not apply unless -the insurer
has knowledge of all the relevant
facts or has the means to learn
them at the time of denial.

"However, when later acquired,
any new facts should be timely
passed on to the insured in order

to steer clear of an estoppel,” he
e g — Lol I — i -

ThetaH=favored 'Dal’
plan forke,emplbuees

That's the inventiveness you can
expect from Continental Assurance and
your independent insurance agent

Taxes can deny a hard-to-hold employee, or you, the benefits of a big raise or
healthy bonus. But with a deferred pay program from Continental Assurance

CONF/NENmI ASSURANCE 0. Au-
NOWA *04/6-,a,mav

your independent agent can guarantee an mcome for a future date -.--

eyen if there |s disabilit
ductions when paid.
inventiveness-why insurance pros like to choose Continental

Assurance over 1800 life companies.

he tages could be Iowde

enefits become corporate

nsurancex insumnie,/aG

ContinentaIfAssuranCe

No. 1 choice of insurance pros

And he 0

Léﬁ?‘

i »m\/ES VO Mmm

MORE INFORMATION?

Our booklet on Selective Pension Plans shows how your local
independent insurance agent could install a tax-favored
deferred pay program. Write: Mr. B. MacKay, Continental
Assurance Co., 310 S. Michigan Ave., Chicago, 111. 60604.

FORMS OF LIFE, HEALTH, RETIREMENT AND GROUP INSURANCE PLANS. CHICAGO. ILLINOIS 60604 0 1971 a'CNAlinsumnce se,vice
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O'Malley sues First American for $5 million

MIAMI-Flonda's insurance ance company purposes, at any tors named were Berthold Dan- MR. KITZER, who was closely cial maneuvering, according to
department has filed a $5 mil- rate-was pumped into the firm ziger, his son, Stanley, and connected with the failure of Mr Waddell

lion-plus damage suit against to gwe a false impression of sol- daughter-in-law, Joy Danziger, American Allied Insurance Co of The suit: sketches a complex
officers of the defunct First vency Aubrey Riss, James Currid; Minnesota in 1965, was not cited tale of intrigue
American Insurance Co of Miami Frederick Gilmore and Ted Fin- although insurance department Bertnold Danzier is accused of
and others accused of conspiring A LONG SERIES of defen- kel officials identified him earlier as entering into an agreement with
to extract illegal profits from the dants, both individuals and corpo- The suit also named as defen- a principal in the First American Atlantic Holding Co to sell them
firm rations are named in the commis- dants Atlantic Holding Co, collapse ) his controlling interest in First
The suit, filed by Torn O'Mal- sioner's action Several promptly charged with acquiring First € was not an officer or American and American Pre-
ley, insurance commissioner, 1n denied the charges and any alle- America ccntrol although It director of any of the corpora- mium Finance Then, without in-
Mianu circuit court, asks $5 gations of improper conduct failed to qualify as an insurance tions exceptthe car company," surance department approval,
million to cover claims he said Defendants Include Michael company purchaser, the stock said department counsel Tom $25,000 worth of prenuum pay-

have been made against the insol- Brumer, Edward A Moss and brokerage firm of H Hentz and Waddell, "and he is out of the ments due First American were
vent company Mr O'Malley also Richard Fuller and their Miami Co and its agent, Sanford Ry- state " Mr Kitzer was reported to turned over to the Fuller, Bru-

is demanding punitive damages, law firm of Fuller, Brumer, Moss well, the Bank of Kendall (Fla ), be in Texas ) mer, Moss and Cohen firm
claiming that officers converted and Cohen Mr Brumer was American Premium Finance Co, L A (Skip) Bafalis, former )
company funds to their own ben- Identified as a former director of GRC Corp, an insurance pre- First American president and un- ACCORDING TO the suit, Mr

efit, falsified books and records First American, Mr Moss as its mium company operated m Gulf successful gubernatorial candi- Brumer then opened a stock ac-
and concealed others The suit general counsel and Mr Fuller as Breeze, Fla., by Currid and Gil- date, also was missing from the count with H Hentz and Co
contends the officers also report- a director of Atlantic Holding Co, more, and All-Florida Rent-A- list of defendants Although his whose agent, Sanford Rywell, lat-
ed assets the company did not which the commissioner sa-d pur- Car Inc, which the sult claims campaign suffered from bad er hquidated First America n's

own chased control of the insurance was utilized to divert First Amer- publicity resulting from the in- stock on instructions from Mr
Mr O'Malley alleges that prac- firm lean funds to Stanley Danziger, surance company's demise, "he Brumer
tically worthless stock-for insur- Other former officers or direc- Mr Moss and Philip Kitzer was not Involved," m the finan- Executing that sale cost First

American $120,000, the suit said

Next, the suit alleges, the
$128,000 received from the stock
sale was transferred from First
American to American Premium
Finance In exchange, American
Premium turned over to First
American 60,000 shares of Comu-
trix Corp stock Although a re-
port to the insurance department
valued that stock at $144,628, de-
partment attorneys said the stock
was ""restricted as to transfer”
and therefore unacceptable as an
insurance company asset

The suit describes the entire
transaction as "part of the scheme
and plan to Justify the diversion
of funds . . due First American
and deposited to the account of
Premium®”

. . =15 Mr O'Malley outlined a second
charge, involving an agreement
he said was "devised, executed
and planned to defraud the poli-
cyholders, claimants, creditors
and stockholders of First Amen-
can " The suit claims that Messrs
Brumer and Ross, acting for First
Amer.can, designated Interstate
Agency Inc of Louisiana as the
insurance firm's agents for sales
everywhere outside Florida In
exchange for an $800,000 promis-
sory note from Interstate, First
American issued $14 milhon in
surplus certificates to the Louisi-

ana company

NOW THE STATE department
charges that the Inortgage used to
secure Interstate's promissory
note ' was considerably less" than
repored to the department

ft r— The department also charges
8.. - that First American 1Ssued

$262,000 in worthless bonds with-
%> Out 1ts approval, and that as early

as February, 1969, the Danzigers
“in conspiracy with others falsely
- and fraudulently executed a
scheme to further convert assets
due to First American
On that date, the suit says,
Amencan Premium began col-
lecting premiums due First
Amencan, although It had no au-

VVe p ut it al I tog eth e r_ . thority from state insurance offi-

cials to do so
End the hit-and-miss approach to international risks Integrated protection provides the convenience of uni- Mr O'Malley’s department con-
tends that approximately $227,000
was diverted through American
laps in coverage. It allows premium credit for multiple location exposures and eliminates, to a large extent, Premium It specifies that $151;
R . . . . 000 was diverted to Berthold and
foreign currency and language problems And most important, it allows you to consolidate your foreign and

. i i . . Stanley Danziger, $2,300 to Mr
domestic exposures under a completely coordinated global insurance program. Chubb's International Divi- Ross, and another $81,000 to other

sion will not only save your clients time and trouble-It will facilitate their risk protection in all parts of the unauthorized persons.
world and may provide important savings You can't afford to overlook the advantages of a large capacity .
HOWARD DALE, president of
multinational market Let us show you how to fit your clients' international exposures into one unified pro- the Bank of Kendall, said his
gram We'll be glad to be of service. Call the International Division at (212) WO 4-1200. bank would reply to the state
allegations within 20 days ~They
can file anything they want to,

r1 CHUBB/PACIFIC INDEMNITY GROUP he said, "but that doesn't make it

Subsidiary of The Chubb Corporation, 90 John Street, New York, N Y 10038 Sol

form worldwide insuring terms and conditions which conform to U S. standards. It eliminates gaps and over-

The bank was named as a de-
CHUBB & SON INC., Manager Federal Insurance Company - Vigilant Insurance Compary *» Great Northern insurance Company

fendant for "contributing to the
« The Sea Insurance Company Limited « The London Assurance - Alliance Assurance Company Limited « Sun Insurance Office

Limited « The Surnitomo Manne and Fire Irsurance Company, Limited - Affiliated with Pacific Indemnity Group through The Chubb scheme and conspiracy” by hon-
CHUEBED Corporation = The Colonial Life Insurance Company of America * United Life and Accident insurance Company « Aviation oring the endorsement of Mr
Insurance through Associated Aviation Underwriters Ross on checks totaling $1 28,000

transferring First Amencan’'s
funds to American Premium -
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Pollution liability woes
may well be worsening

NEW YORK-The continuing
research into the environment
and its state of affairs may well
cause pollution coverage prob-
lems for insurance companies, ac-
cording to Thomas J. MeGeough,
an attorney and manager with
the Royal-Globe Insurance Cos.

The future may provide cases
"where the offender is totally un-
aware of his offense,” Mr. Mc-
Geough told a meeting of the sec-
tion of insurance, negligence and
compensation law of the Ameri-
can Bar Assn. He said that, in
such cases, he did not know what
would happen with liability pro-
tection but that the industry is
keeping a close watch.

In his speech, Mr. McGeough
pointed out, "Liability coverage
for actions involving environmen-
tal damage is now, available only
where pollution is a result of a
sudden and unforeseen event."

MAKING A distinction between
insurance and pollution, he ex-
plained that the reason for this
is that "p ollution is usually
thought of as non-accidental or
intentional and insurance is
thought of as related to the sud-
den, hazardous events in life."

He felt that it then followed
that "the entire issue of liability
coverage for pollution can be re-
duced to the simple question: is it
an accident or is it an injurious
exposure to conditions which re-
sulted in bodily injury or proper-
ty damage neither expected nor
intended by the insured? With so
simple a question, there are
bound to be problems," he said.

"Most cases involving actions
for environmental damage are not
covered by the standard form lia-
bility policy," he noted.

While he did point out that the
polluters would not be covered if
they knew they were polluting,
he added that that fact is some-

times difficult to ascertain.

'«DETERGENT manufacturers
were unaware that the drainage
of household wash water into riv-
ers, streams and lakes would
have a disturbing effect on our
ecology. With the expansion of
the concept of foreseeability as
witnessed in product liability liti-
gation, it is not difficult to visual-
ize the possibility of the imposi-
tion of liability upon the deter-
gent manufacturers for such
damage.”

He could recall no decisions on
this point, but he believed that
"the court, by finding liability be-
cause of foreseeability, has also
established that the damage was
reasonably expected by the in-
sured, and coverage would be de-
nied.”

Mr. MeGeough also felt that
the parties involved in pollution
litigation were a matter of con-
cern. He noted that pollution
cases usually involved a class ac-
tion on one hand and nurnerous
defendants on the other.

"If several plants are discharg-
ing contaminating effluents into
the air or water, does the insured
who joins in reasonably expect or
intend that his effluents are caus-
ing damage?" he asked. "If the
Hudson River has been polluted
for several years, is the company
which is knowingly dumping con-
taminants into the river since last
month responsible for the pollu-
tion?

"The question is somewhat like
the one of the motorist who hap-
pens upon an accident scene and
runs over the body of a pedestri-
an who was killed earlier by an-
other motorist. Is motorist num-

ber two responsible anyway?"

Regarding oil pollution specifi-
cally, Mr. MeGeough noted the
insurance industry's adoption of
the Insurance Rating Board en-

dorsement, which excludes cover-

age for oil spills regardless of
whether they were done acciden- a

t=allyy or mot. -

No candles on stage

Dancens in the Joffrey Ballet of
New York were upset when they
were told they could not use gen-
uine lighted candles or flaming
torches in their performances in

the Coliseum Theatre in London.
Fire prevention officers from
London's city hall said they must
be satisfied with battery-lit sub-

stitutes.

BANKERS -

remarkable new

6WIFE
INSURANCE"PLAN

makes a valuable addition to your employee benefits ...
AND AT NO COST TO Yyou

Most company benefit plans do an excellent job of The problem: 40% ofall married women have little or no
insuring the employee-but if the employee's wife dies, life insurance. 1 f the wife dies and there are small children
such coverage often pays little or nothing. Now ycu involved-as there often are-a husband often has to
can show your concern, not just with the routine hire a full-time housekeeper, which can throw the family
"flowers, sympathy and a few days off"-but in a budget $300 to $400 a month into the red. At best-the

dramatic, meaningful way. Exclusive new Wife Insu-- difficulties and added financial pressure can hinder the

ance offers these big advantages. employee's ability to do his job for you.

1. Pays up to $30,000 in life insurance benefits to help "Wife Insurance" fills a big protection gap by
the family through a difficult readjustment period. providing up to $30,000 life insurance to help keep the

family together. And the premiums are so low, no

2. Uses a simple, easy-to-administer $1.00-a-week par- ) . .
employee can afford to pass up this protection bargain.

roll deduction for all.
1 f your company has 150 or more employees, send for
our free brochure and full details on this unique plan that
4. Doesn't disturb your existing insurance program. .t provides up to $30,000 on the wife, and up to $18,720
simply adds to it. on the husband, depending on age.

3. No employer contribution.

coif.fin8uranCB Sherman Jenson, Group Division General Manager. ------

, Bankers Life & Casualty Company New Wife . bian |

, 4444 West Lawrence Ave.. Chicago, 111. 60630 -

v
1 We have 150 or more employees. Please rush us the - I . l

. , free broch "Wife | "
Bankers Life ' plan that offers big dollar protection and is 100% il _ 1
paid by the employee.
and Casualty | Name Title 1
-

A MacArthur Corhpany - ma=
4444 Lawrence Avenue - Chicago, lllinois 60630 C COIrnra p F— W g | y 1
"Presently available in most states.- —a D el ol B0 = i o = g —— g — —x
1 City St.tA 7Fip
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opinions

Nixonomics clarified

N THE WAKE of President Nixon's momentous economic message

I a number of Business Insurance readers called to get clarifications

of what impact his ruhngs had on purchases and renewals of insurance
Among the sticky questions were these

- Can an insurer increase the premium on a commercial insurance

policy that comes up for renewal during the 90-day wage/price freezep

GROWTH IN U.S. BUSINESS INVESTMENTS ABROAD

75 7s
70 70
65 65

= Will a 10% tariff surcharge be placed on insurance purchased or M

= If a group medical insurance program was renewed on Aug 1 O

letters

(This column ts a readers’ for-
um Letters are welcome Address
Letters to the Editor, Business In-
surance, 740 Rush St, Chicago,
1 60611 )

40 ly pointed out sorne of the prob-

. . B . 60 60
. . . o ss Unsound underwriting
) ] To the Editor | have read with
K . ) ) . interest in the June 21 issue of
50 50 Business Insurance the article,
i i - i "Boston church di(in't turn the
i i i other cheek when insurance was
renewed with Lloyd's or other foreign Insurers during the freeze period9 8;45 @ dropped,” by Susan Trausch
i i I think that this article certain-

but not yet billed, can the insurer charge a premium rate higher than a 40

that which applied to the lapsed policy'>

the public affairs office of Treasury See John Connally, President 9

o
To get the answers to these and other questions we went first to 2 35 1 1

Nixon's "chief economic adviser " That department referred our ques-
tions to the Office of Emergency Preparedness where encountered a
scene out of George Orwell's "1984 "

The first call to an OEP number brought an ominous "tick, tick,
tick"” sound that suggested that perhaps a disappointed wage earner
was attempting to sabotage the whole Nixon program Our next call
brought this response "I'm sorry but the number you have called is
not in service This is a recorded message " For a moment at least we
thought that perhaps the Nixon Administration thought better of chang-
ing the "game plan” and had shut down OEP

The day was saved by a knowlecgeable spokesman for the President's
Council of Economic Advisers who answered our questions by citing
the philosophy and principles behind the Presidest's wage/price freeze
order Explaining that the President's program calls for "good citizen-
ship and honest interpretation,” the economist made these points

. While the freeze order imposes an obligation on insurers to main-
tam rating levels at the July-August average, it does not pi eclude
an insurer from modifying the premium level on any custom-rated
commercial risk All that is resuired 15 that the rating standards applied
be those in effect m the 30-day period prior to Aug. 15

= No tariff surcharge would be applied to coverage purchased from
Lloyd's or other foreign insurers because such coverage was not a
"dutyable" import prior to the President's message

- It makes no difference that an insured employe benefits program
had not been billed prior to the President's message The insurer would
be permitted to increase the premium rate on the group risk provided
that the modification is consistent with July-August rating levels

The economist granted that "risk facts” must be taken into account
when premium levels are determ.ned for insurance policies B.it this,
he said, "is when administration of this program becomes hairy

We are encouraged that the Council of Economic Advisers and the
President recognize the unique nature of msurance service, particularly

the insurance of Jumbo risks An msurance policy is a pledge to pay

business insurance

jor buyers of emplove, property and hability protection,

pension investments, financial services
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president of insurance, D H Overmyer Co, New York NORMAN HOFFMAN,
corporate Insurance director, National Industries Inc, Lousville, Ky PAUL C
JOHNSON,
ROBERT J K partner, Gofén & Glossberg Investment Counselors icago
CHARLES LEVINSON, director of Insurance, United Brands Co, New York
NED MILLER. vice president, Compensation Planning Corp, New York J P
OLSEN, assistant counsel, Ingersoll-Rand Co, New York M REX PEARSON, in-
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Equity values of US foreign investments reachec $708bl ion in
1969, more than doubling in a decade The figures in the chart are
based on information from 1 200 U S sample ccmpanies -hat re-
present approximately 80% of the total investment and capital
flow abroad With the annual Increase in foreign Investmen- aver-
aging about $5 billion in the past few years, additional respon-
sibility has been placed on risk rranagers to provide adequate
property and liability orotec-ion for foreign operations, and on
employe benefits admiristrators to tailor programs to fit employes
assigned to foreign installations and those aired in fore,gr coun-

tries

Source Office of Business Eco,omics, U S Departrrent of Con-merce

for the consequences of events that way or may not occur during the
period the policy is in effect ThereforB an insurance compan=> in mak-
ing a pledge to pay for circumstances that may arise a year or even
three years or more from the date a pO11Cy IS Issued

In this sense an insurer Is quite cifferent from, say, an appliance

lems facing those of US in the
Insurance business in light of to-

35 day's troubling property market

On the one hand IS the Insur-

30 ance Co of North America with a

half million dollar multiperil pol-
icy, in all likelihood enl oying
substantial discounts off manual
with a premium of slightly over
$2,000 On the other hand we find
an institution in the community
which was attempting to meet
certain social needs of the corn-
munity as it, the institution, sees
an obligation to perform
However, | think that at some
point in time the realization of
the oasic underwriting principle
has to be taken into considera-
tion That consideration being
the premium adequate for the
exposure involved In our system
of economy today, government
has not completely taken over in-
surance and for the present, the
majority of indemnity is done to
a large degree on the principle of
the

premium to exposure on

dealer who sells items at the going rr arket price End bears no further "spread of the risk" basis

liability except for the possibility 01 a defect m workmansnip or a

To defend INA, or the basic

product liability claim arising out of the use of she prodict (and is principles of our Industry would

such an event the claim is often covered bi msurance)

be at best an exercise m futility

Prior experience of a commercial r. sk must be taken into eonsidera_ What is more distressing to me is

tion in the pricing of an> insurance iolicf, new or renewed Only in
this way can a commmercial risk be assured of paying a fair price for
insurance by getting credit for sour d managem€nt of a penalty for
being a poor risk

While the Administration earns scme credit for understanding the

the tone of the article which
would indicate that INA had an
obligation to the insured over and
above that of any norrnal risk-
taking facility The condemnation
which comes out in the article is

uniqueness of the insurance mechanism, it deserves little credit for the not fair to the Industry or to
confusion that attended the President's message SLrely the Nixon team INA They are still a free enter-
di(in't dream up the new "game plan" over the weekend at Camp prise corporation and have the

David Somebody somewnere m the Administration should nave been
ready with coherent answers to questions that were bound to arise
about the extent and applica:ion of the wage/price freezk Instead
the entire nation was subjected to the "tick, tick, tick" and cisconnect-

ed telephone numbers reminiscent cf "1984," w -lich may be nearer

than 13 years aways

Needed rule

A PROPOSAL has been made b> the Departnent of Iransporta-
/-1 tion's bureau of moser carrier safety that o Nners of commercial

factory-installed safety eq.upment required by law

same duties to theit stockholders
as any other corporation with a
serjuce to perforrn

For too many years the insur-
ance industry has attempted to
provide its product 1nadequately
priced due to the pressure of both
the buyer and the competitive
Nnature of our business As a re-
sult of this unwise pricing, the
mai ketplace today IS In chaos |
would imagine that this chaos
will continue until the basic phi-

losophy of insurance, that rnade

Quebec vehicles used in interstate commerce be prohitited from removing our industry great many years

ago, returns as a philosophical

The rule would apply only to commercial vehicles operated across approach in the underwriting de-

sensible and that perhaps It ought to be applied to privately operated

|ns%ance division, U S Maritime Administration Washln%ton D C vehicles by state governrnents

Seat belts, adequate _ighting and other safety systems and paits

have been designed and made mandatory to protect man frcm his own

H GULLO, vice state lines and not to privately owned vehicles We think -he rule is partments of the various risk

taking organizations | am not a
fan of mass cancellations,
punch-and-Judy underwriting, or
dealing with second-rate mathe-

maticians who call themselves

surance, manager, Jignal &8, Las.Angeles HOWARDLL RECK. partner, Hewitt carelessness The greatest carelessness of all is to rernove salety equip- underwriters | do believe that

presi arine aranc

book Inc, Chicago
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ment or to modify it to defeat its effectiveness

there is a basic philosophy of in-

When the new rule was proposed we were reminded of a worker surance which has proven
District managers New York CHARLES A HORVATH THOMAS J O'MARA for the City of Chicago who told us that forernen in many city depart- through the years that there is an
ments remove the third (or ground) wire on ele Jtrical eq lipment be- adequate rate for any exposure

cause "it gets in the way " Because the city keeps no worthwhile record

of its work accidents there is no wa=> of telling how many city workers
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Safety systems on veh_cles and other equipment that are required by

and when we return to that phi-
losophy perhaps some of the mul-
titude of problems we are faced

with will be solved

I know after subscribing to

Loglg F law are typically only the most basic items needed to protect operators your magazine foi several years

and the public There is good reason to require that once such equip- that the pressures on the insur-
ment is Installed it be kept in good oondition by those who iperate the ance buyers are increasing day
Published at 740 Rush St, Chicago 60611 ( 337-5200) Offices at 630 Third Ave, New vehicle Or appliance

985 EJeferson Ave: DRtror 18767 (H53% 53%3%1&1?/6?38 r&Bivd, 1°6& Angeles Fleet safety supervisO1 s anc their super-ors In t le corporate Structure too are supporters of sound in-

rg(le_vgudergale (771-8242) ought to wholeheartedl> supgort the proposed rule of the bureau of

extra WILLIAM STRONG, circulation director ROGER DIGREGORIO, subscrlp- motor carrier safety Such a rule can only serve to save the lives and

tion manager Four weeks' notice required for change of address Address all sub-
Scription Col respondence to subscription manager, Business Insurance, 740 Rush
Street. Chicago, lllmols 60611

Member of Business Publications Audit of Circulation

limbs of truck drivers and members of the pub.ic they encounter in
the billions of miles they drive each year Furthermore, regular use of

factory-installed safety equipment ian have a significant impact on

,»=/ the insurance experience of ccmmer,nal motor fleets

by day | further know that you

anee underwriting and it is
only through cooperative efforts
on the pazt of the buyers and the
industry that we shall solve our

mutual prgblems
Picking out isolated instance:
Continued on page 16



The top 100 companies in the
United States didn't get to be the top 100 companies
by dealing with anything less than the best.

And of the top 100 companies, a
majority feel that American International
Life is the best when it comes to
international employee benefits. They call on
us for their group life insurance, group
medical insurance, third country national
programs, pension plans, voluntary

payroll deduction, group accident and
travel.

The truth of the matter is that the
American International Life Assurance

Company of New York and its affiliated
overseas companies, without fanfare, with a
minimum of noise, have become the largest
insurance organization in the world for
international employee benefits.

How did we do it? We did it by
providing the top companies in the world
with the most complete international
employee benefits program they can find any
time, anywhere. We did it by covering 130
countries and doing a lot
more than speaking the
language of these countries.

We did it by dealing in local

currency, local service, and by training local
people to understand employee benefits
plans. In fact, we are the largest single
source for international life insurance
information, service and claims.

In England, for example, A. I. Life
provides group life on the United States'
third largest bank. In Argentina, one of the
top 5 insurance companies in America calls
on us for their group life programs. In the
Far East, we provide group life and medical
for one of the world's largest international
oil companies.

There are 7,800 native born,
American trained employees doing a job
overseas for American International
companies. They work for us.

For more information on how you
can get them to start working for you,
attach your business card to this ad and
send it to us. We'll send you a copy of our

brochure, "New
Conceptsin

International Employee
Benefits.”

Dept. A-14, 102 Maiden Lane, New York, N.Y. 10005. A member company of American International Group
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letters

Continued from page 16

such as the one on the Boston
church, however valid the partic-
ular customer's complaint may
be, only reflects the communka-
tion gap between the segments of
the industry and does little to
solve the problem. We both know
INA is too fine a company to

have been as guilty of the sins as
indicated in the article.

Don Tullis
Don Tullis & Associates Inc.,
Jacksonville, Fla.

'Puzzling’

To the Editor: Your editorial,
"Readers' mandate” in the July
19 issue is a puzzling and mis-
leading collection of comments
regarding the automobile repara-
tions problem.

VWe have no trouble under-
standing the desire of corporate
insurance buyers for a single,
countrywide plan which would
eliminate the

discomfort and

complications of dealing with the
variables of a number of state
plans. Among the companies
which will have to implement
disparate state systems, there is
some of the same longing for the
simplicity of one national plan.
However, most companies, at
least the maj ority of those who
are members of the National Assn.
of Independent Insurers and the
American Mutual Insurance Alli-
ance have set aside the advan-
tages of uniformity and have as-
signed much more importance to
the need to find out, by means of
with

experimentation various

plans, what the public reaction
really is and what these plans
cost in real life.

The puzzling part of your edi-
torial is that you assume a sure
knowledge by someone, some-

where, of what a uniform plan
should provide. Such infallibility
was not claimed by Sec. VVolpe
after two years of intensive study
by the DOT staff. Instead, Mr.
Volpe proposed that the states
move promptly to experiment
with reform plans which expand
the use of first-party, no-fault
coverages but which avoid radi-
cal, irreversible changes. He noted
that "there remains much legiti-
mate uncertainty about how far
and how fast the public wants or
is willing to go" in changing the
present system. He also said there
exists "genuine and warranted’
concern as to the "unknown and
essentially unknowable price and
cost implications of any major
change in the system.”

The information which is need-
ed for a reliable blueprint of na-
tional change effected at the state
level should come from Massa-
chusetts, Florida, Delaware, llli-
nois and other states where rep-

aration reform is tried.

The misleading part of your
editorial is its reference to the
Illinois Plan as "nothing more
than a system of advance pay-
ments”™ which "will result in
higher costs for consumers."” "Ad-
vance payments,"” as we under-
stand the term, are payments
made to third parties for whose
injury the policyholder is thought
to be liable. In contrast, the llli-
nois plan requires that private
passenger automobile policies
provide first party benefits at a
level which will pay all of the
economic loss resulting frorn
more than 95% of automobile in-
j uries, including those sustained
by pedestrians.

The additional cost of these re-
quired benefits may be more than
offset by the reduction in pay-
ments for noneconomic loss (i.e.,
"pain and suffering"”) on minor
cases. This reduction . is badly
Nneeded because without it small
cases tend to be grossly overpaid

under the present system. To de-

Here's your guide

to a iat

IZe.

USSI 16

ANIATIOH

INSURé“fB%

ION INsurance

2 This booklet tells how USAIG
works to help you penetrate the

dynamic aviation insurance mar-

1 ket. The coupon below gets you

e your free copy. You'll find it con-

... tains facts, figures and helpful
information on just about every

aspect of aviation insurance,

, iIncluding...

Basic market data on the

size, scope and growth po-
tential of the aviation

industry.

Information on agency rep-
resentation, commission
payments, premium pay-
ments and premium
financing.

Rates and underwriting.
Each risk is unique.
USAIG tells you how to
give personal attention.

--» Coverages and claims.
Nine pages describing
the types of cover-
ages provided by

USAIG and what to

do if your client has
a claim.

--0 Sales aids and ser-
vices. A composite

1 listing of the valu-

able marketing
tools available
from USAIG.

| believe that every agent and broker should know how
to write aviation insurance. Please send me the booklet

that tells me how: USAIG's Aviation Insurance Guide.

UniTED STATES AIRCRAFT InNSUHARCE GROUP

NAMF

110 WILLIAM STREET

NEW YORK, N EW YORK 10038
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termine whether the noneconom-

ic loss limitation effectively re-
moves lawyers from many claim
settlements, it might be worth
your while to investigate, on be-
half of your readers the result so
far in Massachusetts where a
slightly different limitation has
been in force since Jan. 1 of this
year. You will find, | am sure,
that plaintiffs' attorneys are far
from doing business as usual.

You say that 57 % of your sur-
vey respondents favored "a modi-
fied no-fault system with direct
first-party payments to injured

parties up to a certain amount,

but victims would retain the

right to sue."” This we think is an
accurate description of the Illi-
nois plan.

We, too, are encouraged by the
fact that 33% of the respondents
favored reform measures which
"embody an equalizing liability
factor that would take into con-
sideration the greater potential
for damage of large commercial
vehicles." Contrary to your fol-
lowing statement this objective is
achieved in Delaware, Massachu-
setts and lllinois by the transfer

of first-party losses from the car-
rier which insures the liable
driver. Thus, in the many cases
for which the commercial car op-
erator is responsible, both the
first-party benefits victim will be
paid by him or his liability car-
rier. This loss transfer will be
accomplished by intercompany
arbitration, using roughly the
same mechanism which has func-
tioned so effectively and inex-
pensively for collision losses over
the years.

We realize that there are other
ways of applying what you call
an "equalizing liability factor.”
One such way is the incredibly
complicated system proposed by
Professor Keeton. We are at a
loss to understand why he and
others suggest a different, untried
system in place of one which had
demonstrated its effectiveness for
collision losses.

You report that 38 % of your
respondents favored adoption of a
system similar to the Magnuson-
Hart Plan. We assume that this
was one of the earlier versions of
this plan, not the second revision
which was unveiled late last
month. This latest effort should
be rejected out of hand by you
and others who favor "an equal-
izing liability factor” because it
drops altogether the special treat-
ment of cormmercial vehicles and
lets nearly all first-party losses
lie where they fall. The commer-
cial car quandary is one from
which no all-out no-fault planner
has been able to extricate him-
self. Deep in this quandary are
the AlA, ex-Superintendent
Stewart and the Hart draftsm.en
To hold commercial car operators
strictly liable, as some have sug-
gested, is to incur righteous
wrath from that side. To exempt
the commercial car operator alto-
gether, as the Magnuson-Hart bill
now does, is sure to incur the
equally righteous but much more
voluminous anger of passenger
car operators. The quandary is
one which does not exist in the
Illinois plan and need not exist
anywhere except for a fanatical
determination to emasculate the
tort liability system.

H. A. Lansman

Executive Vice President,

Lumbermens Mutual Casualty

Co., Chicago, IIl.

Liability exemption

The Massachusetts state legis-
lature has passed a measure ex-
empting charitable, religious and
educational organizations from
liability for negligence. The bill,
originally sponsored by the Mas-
sachusetts Hospital Assn., also
limits liability of hospitals to
$25,000. Massachusetts courts, in
1876, were first in the country to
establish charitable immunity.



comensation trends

Risk-free stock purchase p/an gives
Cooper employes time to decide

HOUSTON-Cooper Industries
Inc. is offering employes a risk-
free stock purchase plan. It is
open to all workers-salaried and
hourly, union and non-union,
blue collar and white collar, men
and women, young and old.

Whether a $5,000-a-year junior
clerk or the $113,922-a-year board
chairman, the plan is open to all
full-time employes with at least
10 months service. This eligible
work force, about 8,000 of the 9,-
000 employes, has the option to
buy at a discount through payroll
deduction a portion of 200,000
common shares.

The company is offering the
opportunity for employes to buy
an amount of stock equal to 10%
of their annual wage or salary at
$30.26 a share, which represents a
10% discount from the midpoint
between the high and low price of
the stock on the New York Stock
Exchange July 1. Payroll deduc-
tions begin Sept. 1, 1971, and end
Aug. 31, 1973.

AT THE END of the payroll

Here's what
UAW ag

workers won

DETROIT-When the United
Auto Workers agricultural im-
plement department ratified a na-
tional agreement with Massey-
Ferguson it won a three-year
agreement including the following
benefits for 2,100 members:

» The cap on the cost-of-living
allowance was removed and quar-
terly adjustments of one cent for
every .4 increase in the Consumer
Price Index will start in Decem-
ber, 1971.

- Pension benefits were in-
creased to $6.75 per month times
years of service, effective Sept. 1,
1972, for those who retire after
that date or had retired after Nov.
1, 1970.

« An additional $1 per month
times years of service for past re-
tirees, effective Sept. 1, 1972.

- Pension benefits will be in-
creased from $6.75 to $7.50 per
month times years of service, ef-
fective April 1, 1973, for all who
retire after that date or who had
retired after Nov. 1, 1970.

« The prescription drug plan
was extended to retirees and eligi-
ble surviving spouses and spon-
sored dependents.

« Life insurance, weekly sick-
ness and accident benefits and
transition and bridge benefits
were increased.

« Company contribution to the
supplemental unemployment bene-
fit fund has been increased to 10
cents per hour when the fund is
at less than 37.5% of maximum
funding.

- A Christma s-New Year's
shut-down will be included among
holidays, making a total of 12
paid holidays.

« Employes working on a job
that is moved from one location to
another under the master contract
may elect to move with the j ob
and receive a relocation allow-

Supplemental local union agree-
ments were also ratified, termi-
nating a strike that began March

_— = __

deduction period, employes then
have the option to buy the stock,
or ask for a refund of their de-
ductions.

This option eliminates any risk
that employes might be obligated
to buy stock that would be of
lesser value at the conclusion of
the two years than the July 1
price. Whether employes decide
to buy the stock or have their
accumulated savings refunded,
they will receive 5 % interest per
annum on their deductions.

The company will establish an
account for the payroll deduc-

tions. Amounts credited to the ac-
count will be under the control of
Cooper and may be used for any
corporate purposes.

In announcing the program, E.
L. Miller, chairman and presi-
dent, said, "We are proud of this
plan and feel it will be an impor-
tant addition to our current bene-
fits program.”

ALAN RIEDEL, vp of industrial
reldtions and corporate counsel,
said many companies are trying
different forms of stock purchase
plans. "I have been searching for
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a stock option plan for six to
eight years that | could sell man-
agement, and that makes sense,"

he said.

Bald sheep
or bald men?

LONDON-Tests are
planned on a new sheep-
shearing chemical, which has
been widely used in America,
to determine whether it turns
people bald. The chemical,
known as cytosean cyclo-
phosphamide, may be adopt-
ed by farmers in the United
Kingdom.

But Peter Mills, a member
of Parliament, claims there is
danger that if its residues are
left in mutton they could
have an effect on the human
hair.

"This is an experiment,” Mr.
Riedel added. "We hope it works.
We hope it's something worth-
while.”

The purchase plan prospectus
states that upon the sale of shares
after a six-month holding period,
after Sep. 1, 1973, any amount in
excess of the fair market value of
the shares on July 1, 1971, will be
treated as long-term capital gain.
An amount equal to the differ-
ence between the purchase price
and the lesser of the fair market
value of the shares on the date
the option was granted, or the
date of sale, will be treated as
compensation taxable as ordinary
mncome.

The chemical makes shear-
ing easy by weakening the
wool hairs so they can be
quickly removed but has ap-
parently no injurious effect
on sheep.

Cooper is a diversified manufac-
turer of heavy machinery, hard-
ware tools and a supplier of air
transportation services, through
its 10 operating units. m

Wdvegone native!

In some 500 foreign cities

throughout the world, Employers-
Commercial Union talks like a
native. Exchange restrictions
legalities, currency variations.
customs are no barrier to our
native-based underwriting people,
claims experts and engineering
staffs. That's why we can
assure you of knowledgeable
handling of overseas insurance.
And an added advantage
. . . your corporation's entire
insurance program, both foreign
and domestic, can be consolidated
in one world-wide package with

one single, unified control. Our
International Risk Department
facilities not only furnish
services to U.S. commercial
enterprises abroad, but also
extend to foreign business
without U.S. affiliations. In
addition, the department will
, assist in providing American
insurance markets for business
originating overseas. If you
want tosave your client
unnecessary "international
incidents", talk to him about
insuring with the natives...
Employers-Commercial Union Companies.

Spectrum

world-wide
protection

Emplollers-Conimelrial Union Companies
INTERNATIONAL RISK DEPARTMENT 110 MILK STREET, BOSTON, MASSACHUSETTS 02107

FULL SPECTRUM FINANCIAL SERVICE
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Remember

that freckle.faced kid

r who lived down the
street who grew up
® - *dEr- and moved away

41 9RF and became a movie star?

— 4 We're sort of like that.

Our company began in Nashville, Tennessee. In 1867.
Back then, we were the company down the street.

Now we're very international. And very 1971.
We're insurance brokers and consultants.

We have offices in Nashville, as always. And in New

Orleans. Milan, Italy. Singapore. And Bermuda.
We work with underwriters in the U. S. of course.

And on a daily basis with contacts in the English, Continental:
and Asian markets.
We're not just the company down the street anymore.

We've grown.

ELLI

INGRAM, ARMISTEAD, WALLACE, INC. ,

Nashville, Tennessee; Nsw Orleans and Shrev.Fort, Louisiana; Darien, Connecticut; Milan, Italy; Singapore; Hamilton, Bermuda



Advance international plan to take

'‘political puncK from expropriation

By JOHN REVETT

WASHINGTON-Can the issue
of expropriation be "de-fused" by
insurance?

Government officials pushing
for an International Investment
Insurance Agency feel that it can
-if enough underdeveloped coun-
tries can be persuaded to join the
proposed Triple |A and make at
least token financial contributions.

Their long range thinking is
that if compensation can be as-
sured by an international group,
eliminating the need for a compa-
ny to fight an expropriating gov-
ernment every inch of the way,
"emotionalism™ will be gone,
leaving expropriation with no po-
litical punch.

There may indeed be no other
way to discourage governments
who lean toward the dramatic
implementation of economic na-
tionalism-at least not short of
top-level retaliatory steps that
some officials fear would severely

damage relations.

IN THE CASE OF Chile's ex-
propriation of U.S. copper hold-
ings, which has resulted in sharp-
ly increased efforts to bring Tri-
ple IA into being, ptoponents of
direct measures have begun to
move. Asserting that no "mean-
ingful assurances" of compensa-
tion for the Anaconda, Kennecott
and Cerro mines have been re-
ceived, the State Department has
refused to approve guarantees
and loans of about $21 million to
Chile for the purchase of three
Boeing airliners.

The U.S. Export-lmport Bank

says this doesn't amount to a
"definitive" rej ection, just a halt
in processing until the question of
compensation is resolved.

However described, the move
brings out conflict in the Nixon
Administration, Congress and the
State Department over how far to
go in nationalization cases.

It was opposed to the views of
Charles Meyer, assistant secretary
of state for Latin American af-
fairs, who had urged the House
foreign affairs subcommittee to
'avoid the temptation to resoft to
punitive, retaliatory action” when
"transitory differences surface
between the U.S. and our Latin
American partner countries."

Mr. Meyer had stated that the
Administration was "convinced
that attempts to force our will
through sanctions rather than pa-

tient negotiations do not work."

THE LOAN move was in line,
however, with the position of
congressmen such as Rep. John

Monagan (D.-Conn.), who have

questioned whether a "low pro-
file" effectively protects U.S. in-
terests. It also appeared to cor-
respond with doubts about an
Administration bill that would
remove import duties on many
goods from developing countries.
The foreign affairs subcommittee
chairman, Rep. Dante Fascell
(D.-Fla.), has declared the bill
"stalled,"” questioning whether it
would have any effect at all on
Latin American attitudes toward
U.S. business.

Backers of the Triple IA con-
eept see U.S. moves to assist de-
veloping countries as important to
paving the way for their mem-
bership efforts. "Anything that
gives these countries a better
chance to compete gives them
more reason to think about Triple
1A," said a World Bank execu-
tive. The bank would be Triple
IA's parent organization.

With their task, which started
in the early 1960s after Cuba's
expropriations, made at once

Continued on page 58
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Newspapers ir lokyo ,carried this picture of William H. Rodda Cright),
president of Mar:ne Irsurance Handbook Inc. and contributing edito- for
Business Insurance, fallowing his lecture on inland marine coverage tc the
Non-life Insuiance Assn. of Japan. Handling of that coverage within
Japanese insirarce ccmpanies, he sild, is much more departmenta,ized
than here; "they make two separate areas of inland marine and are
interested in our .American marine departments because they handle ooth
transportation and floater coverages." The Japanese issue -movcb'les
insurance," which is s,milar to American floaters, Mr. Rodda explained,
but this often means a risk manager must work with two separate depart-
ments within his carrier Coverage under -movables insurance," he added
is not as broad as that offered by a floater. Mr. Rodda is a special con-

sultant to the O'tani agency in Japan.
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Common Market - problems for U.K. insurers

LONDO N-Champagne corks
popped when Britain settled the
terms on which it will have the
right to enter the six-nation Eu-
rope Economic Community (EEC)
if it wishes.

But insurers are now starting
to ask their own questions on the
role they will play. This time it is
too early to break into the cham-
pagne bottles.

For as far as they are individu-
ally concerned, they are still
w-aiting for details of how Europe
will react to the vigorous ap-
proach that both the traditionally

Japanese prof

writes new treatise

on risk management

NEVW YORK-The head-
quarters of the American So-
ciety of Insurance Manage-
ment has received what is
thought to be "a dissertation
on risk management” by a
Japanese professor. It is
thought to be that because it
is written in Japanese and no
one knows for sure what it
says.

One member of the ASIM
staff said, "l think it's a his-
tory of risk management in
the U.S. Maybe risk manage-
ment can develop the same
way in Japan.”

The booklet, written by
Yasushi Morimiya, a profes-
sor of insurance at Meij i
University in Tokyo, contains
Nnumerous English-language
footnotes.

Two pages of the booklet,
dealing with the formation of
ASIM, have been translated
by ASIM.

historic Lloyd's, and the enter-
prising British insurance compa-

nies, adopt to worldwide risks.

THE TOTAL premium income
of Britain's insurance industry is
now running around $10 billion a
vear, with $4 billion of this in
group and personal life assurance
and the other $6 billion in non-
life cover.

Experts reckon that this is as
much as the whole of the com-
bined strength of the six coun-
tries already in the EEC, Ger-
many, ltaly, France, Netherlands,
Belgium and Luxembourg.

So Britain will have a domi-
nant role to play in shaping the
future of insurance in Europe if it
enters the EEC-though the posi-
tion of Switzerland, which is not
in membership, could then be-
come intriguingly unique.

Politicians will settle the over-
all fate of Britain this fall when
Parliament debates the interna-
tional terms on which it can join
its fellow European nations in a
vast corporate community of 250

million people.

ENTRY DAY for Britain will
be Jan. 1, 1973, if Edward Heath's
Conservative government gets the
expected go-ahead for entry that
it provisionally accepted over
champagne at Luxembourg in
June.

It will be then that the insur-
ance communities of the various
nations will have to get together
and discuss agreements to harmo-
nize their insurance system though
these will be formally negotiated,
as with all Common Market eco-
nomic matters, by their govern-
representatives.

The big clash will be between
the open-hended, competitive ap-
proach that U.K. companies and

Lloyd's adopt, and the tight, re-
stricted attitude that some Euro-
pean members of the Common
Market take.

Theorists on the British side
argue that unless there is busi-
ness freedom, there will be a lack
of incentive to provide that ca-
pacity for major worldwide risks
in the next decade which Ameri-

ca and every other large commu-

nity wants.

A survey by Business Insur-
ance shows how strong the views
of British insurance leaders are
on this point.

Sir Henry Mance, chairman of
Lloyd's, declared: "I am optimistic
that British entry into the Com-
mon Market will be to the mutual
benefit of bcth Lloyd's and of

Europe itself.

"But it is in My opinion essen-
tial that, if Britain joins the Com-
mon Market, there is a proviso
that Lloyd's does not lose its ca-
pability to provide insurance ser-
vices throughout the world.

"l think the authorities in Eu-
rope are aware of this, and that
our position is both sufficiently
well understood, and sufficiently

Continued on page 64

Borg-Warner has a risk man on the

spot for European and African sites

By TERESA NORTON

CHICAGO-Establishing and
maintaining loss prevention and
insurance programs for Borg-
Warner Corp.'s 85 worldwide 10-
cations is a big job-so big that
one man can't do it all.

VWhen Arnold F. Berg was
named director of risk manage-
ment we interviewed him (Busi-
ness Insurance, March 15) and he
told us that a new insurance
manager had just been hired . to
coordinate the corporation's cov-
erage in Europe and Africa. The
new man is Robin Adams, an as-
sociate of the Chartered Insur-
ance Institute and formerly with
H.J. Heinz Co. Ltd. and the Com-
mercial Union Group.

Mr. Adams' home base will be
England but he will visit each of
Borg-Warner's European locations
twice a year and each African
site once a year on a scheduled
basis, and more often if neces-
sary. Mr. Berg explained that
there is a safety man at each
plant who is responsible to the
plant manager and that Mr. Ad-

Robin Adams

ams’ job is to act as liaison be-
tween the plant and the home
office in Chicago). He will not be
involved in the implementation of
safety procedures. Safety at
Borg-Warner said Mr. Berg, is a
line function Mr. Adams' position
was created because the corpora-
tion felt it needed more contact

with its Eurcpean locations in the

areas of loss and safety con-

sciousness.

FORMATION of corporate pol-
icy on insurance, he continued, is
a staff function and for this rea-
son Mr. Adams will make period-
ic visits to Chicago for instruc-
tions on premium negotiation- and
development of new master poli-
cies. The new overseas risk man-
ager is directly responsible to Mr.
Berg on policy matters.

During his first visit to Chicago
Mr. Adams sat dowvwn with his
boss and the two discussed Eorg-
Warner's risk management and
insurance programs as they have
developed over the years.

In 1967 Factory Mutual began
surveys of all Borg-Warner cver-
seas locations to determine :heir
qualification as highly protected
risks. At that time, only two
plants qualified. In 1968 work
was begun on an overall inspee-
tion program and in 1969 it was
adopted and the corporation c om-
municated its philosophy on loss
prevention to the plants.

Continued on page 48



46/business insuT(mee, August 30, 1971

ASIM committee looks overseas

for ties and the exchange of ideas

NEW YORK-Though organi-
zations of corporate risk manag-
ers are not exactly springing up
like ecology groups, the groups
that do exist are dedicated and
ever-watchful for signs that risk
managers in other countries de-
sire to get together and exchange
ideas.

According to John Cockshott,
head of the American Society of
Insurance Management's interna -
tional cooperative connrnittee,
there are four working risk man-
agement organizations in the
world today, including ASIM.
France, however, has indicated
that it may organize the fifth.

"ASIM's president,

Douglas
Barlow, was in France recently,”

Mr. Cockshott said, "and he
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. talked with eight risk managers

about creating their own associa-
tion. | think they'll go. They have
an infornnal nucleus in existence
now. It looks very good.”

HE SAID THAT his committee
was designed to meet and "coop-
erate with the similar organiza-
tions in Germany and the United
Kingdom. We also keep in contact
with individuals in the more so-
phisticated nations where there is
no organization.”

The group of risk managers in
West Germany, known as
Deutschen Versicherungs Schutz-
verbandes E.V. ("we call it DVS
because we can't pronounce it."),
is an old, established organization

that wields a good deal of influ-

ence. Mr. Cockshott reported that
DVS goes beyond the scope of
ASIM in that it provides its
members with loss control and
engineering surveys, usually done
by its own engineering staff.

dues are paid. While ASIM mem-
bers pay a flat fee for member-
ship, DVS dues are based on the

insurable assets of the corpora-
tion.

THE BRITISH equivalent of
ASIM is AMIC, Assn. of Insur-
ance Managers in Industry and
Commerce.

"AMIC is quite a bit different
in make-up from the other socie-

ties,” Mr. Cockshott pointed out,

Ah business insurance
VEF internalional

"The services we in ASIM look
to the insurance con'lpanies for
are provided by DVS for its
members," he said.

Another difference between the
Bonn-headquartered DVS and

ASIM is the manner in which

GoBerthet i
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"in that its 385 members join as
individuals rather than as corpo-
rations.”

The two organizations carry on
somewhat of a people exchange.
Roy G. White, chairman of AMIC,
was a speaker at ASIM's annual
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sprouting in Brussels.

An ftna-Generali central marketing office.

When ftna Life & Casualty teamed up with
Generali, it gave businessmen the most complete
international insurance facilities in the industry.
One of the largest multi-line companies in the U.S.
working with a European counterpart to serve vir-
tually every country in the free world.

AnNd soon there will be a new dimension in
the ftna-Generali network. Late this year we're
opening in Brussels the first jointly-staffed cen-
tral marketing office to coordinate employee
benefit plans throughout the Common Market

countries.

| f you have international. operations, you know

the headaches of dealing with a different insurer
in each country. Our new Brussels facility means
that Common Market group pension plans can be
handled through one central office. Smoothly, with
better control and real cost savings.

And only ftna has full-time International Bene-
fit Specialists across the country here at home. A
call to any,<Etna group office, your own broker or
consultant puts them at your service.

It all adds up to expertise and help that make
complicated problems simple. And if your firm is
doing business overseas, that can take a lot off

your mind.

OUR CONCERN IS PEOPLE

LIFE&CASUALTY

conference last February and Mr.
Cockshott spoke at AMIC's edu-
cational conference last yvear.
"The ASIM president attends
their annual dinner every Decem-
ber as well," said Mr. Cockshott.

He noted that Canada has a
society, the Canadian Assn. of
Risk Managers, and harbors a
chapter of ASIM as well. "And
with Doug Barlow being a Cana-
dian, there is plenty of coordina-
tion.™

Australia, which Mr. Cockshott
described as being very sophisti-
cated when it came to insurance
matters, once had its own society
but it collapsed.

MR. COCKSHOTT'S committee
exchanges ideas with these other
groups. "We send them our mag-
azine and they send us theirs. We
also exchange technical articles
and things that would be of inter-
est to the memberships.

"We can't translate everything
we get from DVS," he continued,
"so we try to pick items pertain-
ing to loss control or safety,
things that can be adapted by our

members for their own use.”

He said that the committee
tries to keep in contact with indi-
viduals in nations where no for-
mal organization exists. "These
individuals may get in touch with
us for one reason or another or
they may be risk managers for
plants whose parent companies
are represented on the committee.
We like to stay in contact but it is
sometimes difficult.

"The main problem in keeping
contact is that people move," he
said. "If the contact is an Ameri-
can sent to the country by his
company, chances are that he will
be transferred. For that reason,
we try to contact one of the coun-
try's nationals.

"But we do try to maintain a
tenuous contact, no matter how
difficult it is,"” he explained, "in
hopes that something good, like
the French forming a society, will
happen.”

Would the next logical step,
then, be the formation of an in-
ternational society of risk manag-
ers?

"THAT HAS BEEN

tioned," Mr. Cockshott answered,
"but it is by no means imminent.
An organization like that would
provide a forum for items of
common interest and could be in
a position to influence legislation
pertaining to the Common Mar-
ket. It's something for the fu-
ture. "

ASIM's international coopera-
tive committee is composed of
Mr. Cockshott, who is head of the
risk finance section at the Stan-
dard Oil Co. (New Jersey); R. R.
Balotti of E. |. du Pont de Ne-
mours & Co. Inc.; J. M. Collins of
the Coca Cola Export Corp.;
Keith McElwaine of I.T.T.; R. R.
Stillman of IBM World Trade
Corp.; Richard Van Wagoner of
Singer Co. Inc., and William Kra-
mer of Ford Motor Co.

All of the committee members’
companies have extensive inter-

national operations that provide

contacts. "Where a

cornnnittee
member has introduced his insur-
ance in another country to ASIM,
he is responsible for that liaison."

He said that he, and most of
the committee members, did quite
a bit of traveling, which gave
them personal contact with their
counterparts overseas.

And what has been learned?

"That the problems we face
and the problerns they face are

really pretty much the same,"” Mr.
Cockshott concluded. -

Factory fires

Fire hazards in factories last
year were worst in the paper

making industry, reports the Fire

Protection Assn. in London.



Around-the-Clock
Claim Service

Around the World:

yours with
Z-A

« Zurich's "declared aim is to provide
an insurance service tailored to the needs
of the multinational concern," says The
Economist, of London. "Thjs service

its chain of subsidiaries are there anyway,
viable entities in their own right.
"From the technical angle,"
continues The Economist, "there are
certain other advantages. If you
are insuring five electronics factories,

you will need proportionately less
reinsurance than if you are

insuring only one.
"There are minor administrative

problems. Your manager in France

. k,ix may dislike being saddled with
*-11 the group's electronics factory in
e - 4 France at a premium which he, in

. f French conditions, may regard as
, uneconomic. You, sitting in Zurich (or

/AIbany Aurora, or Azusa), will know

that the premiums your German and
Dutch managers will be getting from the
electronics factories there will more than
make up for this. So you will have to

tell your French manager that the under-
writing results he turns in will be
adjusted to allow for this.

"When the will is there," concludes
The Economist, "and when the
international branch network is there,
these problems can be surmounted.”

Z-A, of course, has not only the will,
the network, and the ability to surmount
problems for you... but even saves you
money in many cases !

Z-A... the multinational company for
multinational customers. Have your
Independent Agent or Broker call us.

ZURICH INSURANCE COMPANY
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UticaMutual

proudlyannounces
Insurance by
Security Mutual.

Life. Health. Accident. Group and pension insurance. No, Szcurity's superior protection is based on
Look at them again. Because where insurance is expeirt.se. And attention to individual needs. All the
concerned, you're concerned with people as people. years of acquired know-how. Of applied experience.
And as part of your business. And Security Mutual Through hundreds of thousands of policy situations.
protects both. Fully. In all these significant areas. Different situations. Because people are unique. And so
Not just by being around for 80-plus years. Any are businesses. And when your protection amounts to
elephant can lumber along that long. And not simply by almost a billion dollars in people's policies, they can
grinding out carbon-copy policies for its clients. Nothing open their portfolio to you, a prospect, and show you why
beats parrots for parroting. everything comes out right as can be. With conviction...

INSURANCE THAT STARTS W,TH YOU.

U T I UTUAL

o a UTICA MUTUAL tNSURANCE CO
1 - r.1 PRINCIPAL OFFICE: UNCA. NEVYVW YORK
Al. ALSO GRAPHIC ARTS MUTUAL

Ar

Borg-Warner

Continued from page 45

INn Mmost cases, said Mr. Berg,
Factory Mutual had recommend-
ed a complete sprinkler and wa-
ter supply system. Local manage-
ment figured the cost of all rec-
ommendations and Borg-Warner
then weighed it against premium
cost. In one or two cases, the risk
management director said, the
payout didn't seem justified and
it became a business decision,
based on the thought that if a

lan: wasn't protected Borg-War-

ner could possibly be knocked out
of a market it needed to be in.

ALL DECISIONS, he contin-

ued, were for meeting the highly
protected risk qualification re-

Arnold Berg

quirements. Mr. Berg said he
really had to sell the idea in cases
in which a complete new sprin-
kler system was needed but, he
added, the corporation’'s .basic
policy is "to be protected."

To date, he said, nine major
facilities meet the qualifications
and by the end of 1971 all Euro-
pean and African sites may be at
that level. One major plant now
under construction in Germany
will automatically meet the re-
quirements but he explained that
bringing an already existing plant
up to par takes 24 to 36 months
for a foreign country.

At one time Borg-Warner had
15 brokers on its foreign insur-
ance and 500 policies. Now there
are 11 or 12 master policies, he
said, and Marsh & MeLennan Inc.
(and its correspondent brokers) is
the only broker they use outside
of the U.S. and Canada. Mr.
Berg's philosophy on using one
broker is that enough premium
will be generated to assure get-
ting a job done well.

Borg-Warner selected Marsh &
Mac from four international bro-
kers that made surveys, de-
veloped programs and indicated
master program costs. Mr. Berg
also checked the worldwide mar-
ket capacity of all four.

The company relies not only on
its broker but also on its own
legal advisers in Chicago in meet-
ing the insurance-buying require-
ments of foreign governments.
Originally Borg-Warner was in
countries with what he described
as "fairly easy" insurance re-
quirements but he referred to
Germany as a country in which
legal advice was needed.

THE GERMAN government,
for example, requires pollution
coverage with $20,000 to $25,000
limits and conducts spot checks
for which they bill the company
inspected. The government has
the power to fine offenders, he
noted, but the insurance policy,
which is on a first-party basis,
covers this.

In looking at the future of his
company's insurance program,
Mr. Berg said that one goal is to
coordinate Borg-Warner's inland
and ocean marine coverages. It is
fragmented at present, he said,
and the company is working on a

Continued on page 62
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insurance

is expanding

in France

PARIS-Michel Gaudet, presi-
dent of the French Federation of
Insurance Co., has been smiling
with one side of his face and
frowning with the other.

The smiling half points out that
the French insurance industry
turned over $5 billion in 1970, an
increase of 12.5% over 1969. The
sad half bemoans the fact that
the British and Germans com-
pletely dominate the French in
the European market.

Largely responsible for the

boomlet in French insurance sales

has been an even larger boom in
the transport and export sectors.
Transport insurance grew by 28%
in 1970 while aviation premiums

leaped 50%.

A 25% GROWTH rate was real-
ized in maritime freight transport

|
insurance premiums. The French
commercial fleet has grown and I
with it, insurance on ships. On |

the other hand, turnover of the
British insurance industry was
roughly two and one-half times
that of the French while the Ger-
man turnover was one and one-
half times superior.

While French insurance compa-
nies can be found in more than 60

countries, that presence accounts ...the same conviction we at Security feel about A combination of expertise and attitude bolstered by
for only 8 % of premiums. At the . . . .
. . coverage provided by Utica Mutual. a forward-looking management. Investment-conscious.
same time, the British collect I Ity i | rty i . f .
about 60% of their premiums n .casua Yy lnsurar.‘lce. n property |nsurance. And !ntent on the fullest protection at the lowest
abroad. Offering a real security blanket. For heavily possible cost.
responsible businessmen. That's why Utica and Security have teamed up.

HOWEVER, the federation has The kind of blanket again woven partly by time. By Have complemented each other's lines in an arrangement
indicated that the overseas pre- a half-century of thorough knowledge in their field. that together provides coverage in all areas of insurance.
sence is undergoing a good deal of And the always-mindful needs of each businessman. All of which gives you, person and businessman,what
"structural and geographical mu- Individually. really works when you try it-the best of both possible worlds.
tation.”

The French penetration, long
confined to former colonies and E — §M — ;
other countries with close politi- -~ E\,\; ~ OO < —
cal ties, is now turning to the SECURITY MUTUAL LIFE
more industrialized nations, par- HVSURANCE COMPANY OF NEW YORK

ticularly those in the Common
Market. Insurance in closely
linked countries now accounts for
only 43 % of the foreign busi-
[ gumn B —— g —— . —— SR | |

Seeking

expense
allowance

New York-The Internal Rev-
enue Service has been asked for a
ruling to allow overseas Ameri-
cans who are transferred home
just before retirement to deduct
moving expenses from their taxes.

The ruling, asked by the Na-
tional Foreign Trade Council Inc.,
hinges on the definition of the
term "involuntary separation.”
Any employe who takes a new
job at a new location or who is
involuntarily separated from his
employment is allowed, under
present U.S. tax laws, a moving
expense deduction of up to $2,500.
The foreign trade council wants
the definition of "involuntary
separation” clarified to include an
employe who is separated from
'his job because he has reached
his company.'s mandatory retire-
nnent age.

INn a letter to the commissioner
of the IRS, Malcolm Anderson,
National Foreign Trade Council
tax-legal division director, wrote,
"Failure to adopt such a defini-
tion could discourage executives
who are approaching retirement
age to accept new assignments
abroad because moving expenses
iNncurred in their return to the
U.S. prior to retirement might not

be considered as deductible. -
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The pressures on private pension
plans are mounting overseas, too

NEW YORK-U.S. companies
with operations abroad are facing
the same employe benefit pres-
sures as their domestic counter-
parts, although to a somewhat
lesser degree. And the pressures,
not surprisingly, are mostly on
private pension plans.

This is the assessnnent of
Charles E. Tosch, vp international
employe benefits division of
Johnson & Higgins, New York.
Mr. Tosch, in an interview with
Business Insurance, pointed zo
some of the more significant in-
fluences on American firms with
operating subsidiaries overseas
and noted that while there have
been few rnajor changes in the
past year the indications that

more changes are coming have

grown even stronger.
1 used to think that we im-

ject of international employe
benefits from many conference

benefit platforms, said that he sees "more

ported rmost of the

changes into this country from and more government regulation

other countries,” the vp said, of private pension programs"
pointing to such things as Social
Security and survivor benefits.
"But in the last little whiile it's
become more apparent than ever
that we are now exporting some-
thing-an awareness of the pri-
vate pension system. The same
pressures being exerted on pri-
vate pension plans by legislators overseas. Moreoever, the effect on
in Washington are now being ex- the U.S. company with operations
out of this country is obvious: "Of

it will add to the cost of

erted on the American corpora-
tion abroad by governments of course,
other countries," he added. doing business abroad. But,” he
added, "l suspect the American
MR. TOSCH, a lean grey haired corporation abroad will, as in this

man who has spoken on the sub- country, just have to accept it. |

don't think the changes are going
to be so costly that companies
will just pack up and close the
shop.

"IN the Netherlands, for exam-
ple," the vp explained, "there is a
present requirement for vesting
after five years of plan member-
ship. | suspect that very soon this
will be changed to one year of
participation for full vesting. This

has just got to cost companies

Ah business insurance
CV international

money. There's no question about
it," he noted.

Another country where changes
are in the wind is Germany, the
J&E&H man said. "There have been
very, very few provisions for
vesting in German pension plans

up until now, but it is now being

Wherever you are, we are

With Equitable you can benefit in more ways than one,

in more countries than one.

Because Equitable can help with group insurance and
pension plans for your employees whether they're lo-
cated in Paris, Rome, London, Beirut or Singapore.

Working with highly qualified foreign insurers, we can
assist you with:

Developing the benefit plan.

Selecting a qualified local insurance company.
Favorable underwriting through reinsurance.
International experience rating.

Flexible, individualized service.

Put us to work for you today. For more information on
our international group services, contact your local
Equitable representative, or write Robert E. Shalen,
Account Vice President, International Group Services,
1285 Avenueof the Americas, New York, N.Y. 10019

ople buld a betle,
THE EQUITABLE

c) The Equitable Life Assurance Soc ety
ct the United States. New York, N.Y. 1971

seriously talked about although
there are no indications of just
what form vesting requirements
might take." He added that the
reason for the interest in Ger-
many appears to be that there is
now more mobility than ever in
the labor force in that country.
"Switzerland is another country
where some mandatory vesting
provisions are likely to be written

in the next couple of years. And

we also see it talked about in
Australia where the state of Vic-
toria has already introduced some
legislation along these lines. This
will probably spread,” he contin-

ued.

MR. TOSCH ALSO noted that
in Switzerland in recent months
there has been considerable agi-
tation to increase the heretofore
nominal social security benefit
apl)reciably. However, he added,
there has since been a compro-
mise worked out whereby the so-
cial security benefit remains at a
nominal level but it is now man-
datory that private pension plans,
together with the social security
benefit, give a retired worker
60% of salary up to a maximum
of 40,000 Swiss francs, roughly
the equivalent of $7,500. "This,"
the vp said, "is going to require
quite a new approach to pension
plans in Switzerland.”

Another indicated change in
the Netherlands benefit system is
a requirement that the widow's
benefit, formerly set at 60 % of
the deceased husband's pension,
be upped to 70 %.

INn the meantime, Mr. Tosch
noted, there is a trend developing
in Belgium toward more realistic
funding methods. "In most coun-
tries-Lother than the United
Kingdom-the principal funding
mechanism has been through in-
surance. Recently, however, there
have been some contracts negoti-
ated with insurance companies to
set up separate pension accounts
for separate companies. This is
another benefit export from the
U.S.," he added.

Turning to South America, Mr.
Tosch noted that one of the more
pressing problems in the pension
area is occuring in Argentina.

"MEN MAY RETIRE at age 60
there and women at age 55, with
the pension benefit amounting to
70% of the highest annual salary
out of -he last 10 years. In addi-
tion, a retiree also gets another
1 % for each year served over 30,"
he said, adding that there is a
cost-of-living adjustment built in.

"On the face of it this seems
like an excellent pension benefit,
but,” he added, emphasizing the
word, "because of the inefficiency
of the government's social securi-
ty administration system there
are some serious hitches."”

"For example,"” he noted, "even
the average retiree has to hire
what they call an expediter to
help cut through the bureacracy.
And even with an expediter it's
not unusual for a person to have
to wait two or three years to get
his first pension payment. That's
bad enough, but when you take a
country with an inflation rate of
30 % -40 % a year, by the time a
person gets his first pension
check it is all but eaten away by
inflation even taking readjust-
ment factors into consideration.”
The J&H vp pointed out that be-
tween the years 1945 and 1971 in-
nation in Argentina has amounted
T =23, 7 10O, -

Not safe from champ

Even a 440-pound safe isn't
safe in Akita, Japan. On August 9
fornner Japanese weightlifting
champion Junichi Kumada was ar-
rested for carrying the safe, which
contained papers and uncashed
checks, from the office of a lumber

dealer.
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London reinsurance market still

termed 'most viable' in the world

LONDON-Reinsurance is be-
lieved to be reaching the point
where it represents more than
$1.2 billion a year in business
capacity to the British market,
This makes London one of the
world's leading centers for this
type of cover, with both Lloyd's
and the big insurance companies
playing a major role.

Enthusiastic leaders in the
market founded the Reinsurance
Offices Assn. two years ago to
facilitate cooperation on technical
matters, and now have a progres-
sive membership that keeps close
watch on developments.

Julius A. S. Neave, general
manager of the Mercantile and
General Reinsurance Co. Ltd., and
founder-chairman of the associa-

tion, gave Business Insurance his
own appraisal of this role in a
special interview.

HE EXPLAINED: "The reinsur-
ance market in London falls into
several distinct parts. The biggest
is certainly Lloyd's, together with
the so-called fringe market. The
second biggest is probably the
composite companies that also do
reinsurance business. Third are
the professional reinsurance com-
panies that do nothing else but
reinsurance, including the grow-
ing number of overseas reinsurers
that have established themselves
to write business in London.

"Until recently the reinsurance
market in Britain had little atten-

tion from the press or official

bodies, and was a somewhat neg-
lected side of the insurance in-
dustry, although it has always
been an important part of the
invisible exports that insurance

best reinsurance possibilities of
any nnarket because of the wide
variety of facilities available, the
spread of cover through Lloyd's
and other sources, and the
know-how of its experts."”
But he realizes the steps the
U.S. is taking to make headway
in reinsurance, and commented:
"U.S. reinsurance companies are
extremely successful and are to
be admired for their performance

in their own territory. | feel,

*11* business insurance
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represents to the British eionomy.

"In terms of individual :ize and
capacity, the biggest reinsurance
carriers are still elsewhere in Eu-
rope, such as the Swiss Reinsur-
ance Co. and the Munich Rein-
surance Co.

"But London riow offers the

however, that they have entered
the international field rather later
than some other reinsurers. So
they may not yet have made the
same degree of headway interna-
tionally that we might have ex-
pected from their expertise in
their own domestic operations.”

Comeasyouare to a fire
any third Wednesda¥

Research specialists
start hundreds of fires in

the world's finest fire

research center at West

Glocester, R.I.

There, fires canbe
simulated full scale in the

center's completely instru-
mented test chamber. All

types of industrial fires.
Fires involving challeng-

ing new materials.
All these fires share

one thing in common.

11

They contribute to man's
knowledge of one of his

greatest natural enemies.
The activities at the

FM Research Center are

many and exciting. Visi-
tors from all over the world

come to watch and learn.

You're invited to join them.

To schedule your visit,
write Director of Public

Relations, Fantory Mutual
System, Norwood, Mass.

02062.

Allendale Insurance

Arkwright-Boston Insurance

Philadelphia Manufacturers Insurance

Protection Mutual Insurance

System Subsidiaries
FM Insurance Co. Ltd.

FM Engineering and Research

Asked if the British reinsur-
ance market could be regarded as
the most viable in the world, Mr.
Neave replied:

"IF BY VIABLE, you mean of-
fering the widest degree of varie-
ty and opportunity of cover by
different means, the answer is
'Yes.' At one time British insurers
placed their reinsurance mainly
in Europe, principally in Ger-
many and Switzerland, and this
was the situation up to more than
60 years ago, before the First
World War. So the purely pro-
fessional reinsurance companies
in London are still not many.

"But nowadays virtually all in-
surers in London also accept rein-
surance business. | estimate that
more than 50 % of Lloyd's busi-
ness is reinsurance, much of it
from North America. The big
composite companies such as
Guardian-

Commercial Union,

Royal Exchange, Sun-Alliance
and Royal, are also very active in
reinsurance, though they do not
specialize in it.

"Then there are companies like
my own, the Mercantile and Gen-
eral Reinsurance Co., which are
specialists in all branches of rein-
surance, including life business.

"l am proud of the fact that my
company has nearly 50 expert
reinsurers traveling round the
globe, visiting clients at their head
offices in almost every country in
the world. We operate at Mer-
cantile and General in about 130
different currencies, and aim to
visit every client at least once a
vear.

"There is no market like Lon-
don for offering in one place so
many different possibilities of
getting the necessary reinsurance
cover or such a wide variety of
different underwriting views."

PROSPECTS FOR future rein-
surance services were reviewed
by Mr. Neave recently at the
London meeting of the Reinsur-
ance Offices Assn., when he de-
clared:

"l believe that recently rein-
surers have been open to criticism
for selling their services below
cost. and the narrow margin of
profits has placed an unreasona-
ble strain on the maintenance of
free reserves in circumstances of
escalating costs.

"Judged by the resistance that
reinsurers sonnetimes meet to
suggestions that rates for loss ex-
cess protection must be increased,
one would believe that the price
of reinsurance was a prime con-
sideration in the costing of direct
insurance cover, which clearly it
is not.

"It is a simple mathematical
fact, but seldom fully appreciat-
ed, that in a non-proportional
treaty rated at 3 % of premium
income on the class of business
covered, if the reinsurer wants a
50% increase in premium in face
of a deteriorating loss situation, it
is only necessary for the ceding
company to charge its insured
client an extra 1.5 % to recover
this extra outgoing. The increase
in price demanded by reinsurers
is therefore only a marginal fae-
tor."

He is a great believer in the use
of "data banks" for collecting and
spreading information about risk
factors that can affect reinsurance

as widely as possible. -

The line forms . .

More than 500 people have ap-
plied to join Lloyd's of Londod
because of a reported upturn in
its profitability. Full reports of its
global figures for the 1968 ac-
count, which runs to 1971 under
the Lloyd's accounting system,
are expected to reveal this trend
when issued in,early September.



Open wide:
Loophole

bites Britain

LONDON-Government social
security experts are w orried
about the claim of a Canadian
businessman that he can arrange
cheap dental treatment at the ex-
pense of the British taxpayer at a
fraction of the cost in his own
country.

They fear the scheme may
spread to U.S. citizens, some of
whom are already coming to Lon-
don to have babies in private ma-
ternity clinics because it is still
cheaper to do this than have them
in their own country.

The Toronto businessman, Ter-
ry Howes, is reported to have told
clients of the Overseas Dental
Appointment Service that they
can get complete dentures in
London, on the public-health ser-
vice, for as low as $35. This is
because of British rules that vis-
iting tourists are entitled to its
national health services "in emer-
gency" because its dues are partly
met by the taxes, such as excise
duties, which everyone bears.

But the idea of avoiding steep
dental charges by tourists going
on pre-booked charter flights to
London from Canada, even
though they may cost $200 a trip
and are still cheap at the price, is
regarded as a loophole in the
scheme.

It is suggested that it could be
adopted by U.S. patients if they
find their own public or private
health insurance schemes fall
short of their requirements.

The question which British
dentists will be asked to answer
is: What is an emergency? Until
this answer is settled there could
still be ways for U.S. citizens to
get cheap dentistry in Britain. -

Reinsurer

opens office
in Australia

SYDNEY, Australia-In an ef-
fort to facilitate the doing of
business with a growing list of
customers in the Far East, Ameri-
can Re-Insurance Co. has opened
a branch office here.

A spokesman for the company
told Business Insurance that Aus-
talia had been chosen over a
number of other locales because a
business survey indicated that the
island continent would be "a good
base for oriental business.”

The spokesman also said that
American Re's "tremendous ca-
pacity will be of great benefit to
American corporate insureds with
operations in Australia. It's com-
forting to know that you're well-
backed.

"Another aspect that could
prove helpful to those insureds is
the ease of operations,” he went
on. "If they want to talk directly
to their re-insurer, which is rare,
but if they do, we will be right
here and can talk their lan-
guage."”

Running the Australian office,
American Re’'s first overseas
though there is a branch in Cana-
da, is Gordon M, Hughes, a native
Australian with 35 years' experi-
ence in insurance. He has worked
with both insurance companies
and brokers and has served in
high positions in numerous Aus-
tralian insurance associations.

The new office will offer cus-
tomers treaty and facultative ser-
vices in the property, casualty,
fire, surety, allied lines and ma-

i Fie lcd = _ -—

66VWhen | was nine

| flunked a big
geography test"
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"This year, my department 9 ill work
on insurance m 78 foreign countr es" Lloyd Benedict
says "Today, American business is growing in places
that weren't on any map in my schoolroom Placer like West

Irian and Tanzania And even in Europe, insurance isn't

the same as it is at home

Lloyd Benedict manages Jo inson & Higgins Internat onal
Department "To make irsuran.,e ross national boundaries' Lloyd says,
"you need specialists We have ou own offices in Italy, Japan,

Canada, Latin America, Australia and New Zealand as well as our
exclusive oferseas correspondentr Together, they're a network of
specialists In insurance and m dong business the local way'

What's true for worldwide companies is true for everv company
Your own irclu(led Johnson & H ggins has offices in major-.ities
here and ab oad Call us We'11 mal,e your insuranc: work fo you

Johnson & Higgins
industry's international insurance broker
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The offshore captive: Bermuda is booming

By ANNETTE E. DUFFY

NEVVW YORK-There is a ple-
thora of reasons for the current
mushrooming of offshore captives
formed by U.S. corporations with
international assets-r eas ons
stemming from incapacities in the
conventional insurance market,
encouraged by numerous finan-
cial and commercial advantages
for the parent corporation and
flow6ring with the attraction of
certain complex tax advantages.

That there is a rather hothouse
growth in this field is attested to
by insurance consultants, brokers
who are moving into captive
management, and the corporate
risk managers and financial offi-
cers whose companies have re-
cently formed captives or are
doing serious feasibility studies
on the concept.

"A few years ago the offshore
captive was a backdoor johnny
with brokers fighting it tooth and
nail,” William Hare of Ebasco
Services Inc. told Business Insur-
ance recently. "Now the brokers
themselves are working with Ber-
muda because standard markets
are too limited. The only danger |
can see is if it becomes faddish. A
few years ago your company was
nothing if it wasn't installing
computers; now captive feasibili-
ty studies are taking over as the

status business move."”

ACCORDING TO Felix Kloman
of the Connecticut-based Risk
Planning Group, 100 js a reasona-
ble estimate of the number of
U.S. corporations currently look-
ing into setting up captives in
Bermuda. Mr. Kloman also esti-
mated that 30 or 40 new cap-
tives have been put into opera-
tion since January and that 40
more should be formed by year's
end.

"l think there is a fairly simple
reason for this interest,” Mr. Klo-
man said. "Corporations have
been looking more closely at
self-insurance in the last four
years because the price of con-
ventional insurance has been
going up and up, and because
higher deductibles are being de-
manded. Captives are an intelli-
gent form of self-insurance.”

The majority of industry
sources emphasize the shortcom-
ings of the standard insurance
rmmarket as the reason for the
move toward captives, with tax
enticements and other benefits as
back-up encouragement for the
parent corporation. One company
vp sounded an angry note on this
theme when he discussed the
Bermuda-bdsed captive his cor-
poration formed last year to cover
domestic risks. "This is an area
we were forced into,” he said.
"The insurance industry is liter-
ally forcing other people into
their business because they are
unable or unwilling to write cer-
tain types of coverage, or because
they won't come up with reason-
able rates.”

The new breed of captive is
usually incorporated in an off-
shore jurisdiction whose financial
requirements and other regula-
tions are less stringent than those
of the U.S. A complete list of
such locations might include ex-
otic spots like Bermuda, Switzer-
land, the Antilles, Malta, the
Netherlands, Lichtenstein, Cura-
cao, the New Hebrides Islands

and the Gran Caymon Islands,

skills, and the relative ease and

low cost of forming a company
there.

A PURE CAPTIVE insurance
company is formed by a corpora-
tien to insure and/or reinsure its
own risks and those of its branch-
es and affiliates. There are also
several cases now in which two or
more unaffiliated corporations in
the same industry have joined in
associations to insure the risks of
the particular industry. Examples
include the Bermuda-based tank-
er owriers' pollution mutual, In-
ternational Tanker Indemnity
Assn. Ltd., the Mutual Insurance
Co. Ltd., formed in Bermuda by
U.S. newspapers to provide strike
insurance, and the reportedly
dormant companies established
by a group of U.S. airlines to
write hull insurance out of Ber-

And thereare plentyof them. Nottl-e least of which
is the babble of tongues you're apt to hear on the other

muda after Swiss authorities

made demands the airlines did

not ...ire to meet-Air rransport
Insurance and Air rransport
Guarantee.

the Bermuda office of Alexander
and Alexander and actually based
in Panama.

But this article is concerned

with the pure offshore captive

6#th business insurance
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There are also Berm-ida-based
captives that have'develiped from
the pure captive stage to become
companies serving the Tublic, and
profit captives established by
single non-insurance corporations
as profit-makers among the par-
ents' other ventures. Jomplica-
tions abound, as with the reinsur-
ance company owned by a New
York-based shipper, managed by

end of a long-distance phone line.

Red tape seems more complex in Greek. Unintelligi-
ble regulations more so in German. Bad -,ews that much

formed by a U.S. parent with
overseas assets. Ever since 1962,
the tax advantages of a captive
accrue principally to the insuring
of foreign risks. If 95 % or more
of the captive's coverage applies
to overseas risks, no U.S. income
tax need be paid until the profits
are brought back into the parent

company. Thus income tax may
be deferred.

INn addition to this attractive
possibility, there is the basic ad-
vantage of formalizing self-insur-
ance by forming a captive; self-

iNnsurance reserves are not tax

deductible in the U.S., or in most - -

other countries for that matter,
but insurance premiums, even

when paid to an affiliate, are de-
ductible.

THE FUNDS freed in this way -
can be invested to make more VV
profit, and the captive can even -
purchase facilities, such as plants «
and tankers, and lease them back
to the parent.

These tax and investment pos-
sibilties are perfectly legitimate.
With the laws revised as recently '
as 1962, however, and the eYes of

the Internal Revenue Service for-

Continued on page 56 -

Is your shipment insured from warehouse to ware- 1
house? If not, where does your insurance attach and ter- 1

minate? What guarantee do you have that the proper

marine and war risk insurance will be placed on your :'

. - - -
but Bermuda is far and away the shipment? What do you know about your overseas cus

most popular domicile for Ameri- worse in Swedish. Yeteven with a shelf of dictionaries, a

tomer's insurance company? And will you be paying a :,
higher final price for your shipment because of their poor {-:

can captives. Contributing to that lot can get lost in translation

The big gamble. The language barrierisbad
enough. But it's only one of the many things you may

never know. Until it's too late.

popularity are the islands' eco-
nomic, social and political stabili-

riskexpperiemnce"-—
Disappearing money. There are otherwaysyou can

end up on the short end of the financial stick.

ty, their convenient location, the
absence of a language barrier, the
availability of banking facilities

and management and reinsurance



Captives formed for
a variety of reasons

NEVVW YORK-The following
list sh6uld give some idea of what
U.S. companies are turning to
captives and for what specific
reasons.

Castle & Cook Inc.: Based in
Honolulu, Hawaii, Castle & Cook
is a food grower, processor, and
marketer with land development
interests. The corporation owns,
among other subsidiaries, the
Dole Co. and Bumble Bee. Ac-
cording to one of Castle & Cook's
vps, the company formed Ash-
wood Reinsurance Ltd. in Bermu-
da in January, 1971, primarily to
get coverage for international
risks. "Our number-one priority,"”
he said, "is steamship cargoes--
bananas and canned pineapple

NOHM, r

which are all overseas risks. Next
are plant facilities overseas.
Eventually we plan to work more
and more risks into Ashwood.
There are real economies to be
made by doing it this way," he
told Business Insurance. "We've
never had any trouble getting
coverage, but we are having trou-
ble getting the prices we like."
Continental Oil Co.: "Just an-
other tool to get the job done,”
said the laconic insurance man at
Conoco of his company's two Ber-
muda captives, Danube Insurance
Co. Ltd. and Wabash Insurance
Co. Ltd. One covers international
risks and the other domestic, as
might be expected. "The overall
problems facing the insurance

manager today make captives
very helpful."” concluded the Con-
co spokesman.

CPC International Corp.: For-
merly Corn Products Co., this
44 ,000-employe corporation has
four captives in Bermuda, three
insuring internationally and one
domestically. Southall Ltd. is one
of the international insurers.

"Basically you're putting that
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Corp. uses its Universal Marine
Insurance Co. Ltd. in Bermuda to
cover both domestic and interna-
tional risks. A source at Ingram,
Armistead, Wallace in New Or-
leans said "l estimate there are
2,000 offshore companies in Ber-
muda, of which anywhere be-
tween 100 and 300 could be insur-
ance companies.”

ITT: Not active at the moment,

*11* business insurance
Cl/international

much more money into your own
company when you pay pre-
miums to a captive," said a source
at CPC. "We use our captive to
insure the difference between 10-
cal overseas cover and what we
have domestically. It's a good de-
vice to equalize cover "

Ingram Corp.: The Ingram

For instance, in manycountries, an "all-risks" policy is the protection you get.
doesn't mean the same as itdoes here. Should exchange

rates fluctuate, the value of a loss payment could

ITT's two-year-old "shelf" com-
pany, Redwood Ltd. was incorpo-
rated with the thought of creating
a captive, but the plans came to a
standstill while negotiations with
The Hartford were under way.
"We wanted to wait until the dust
cleared,"” said a source at ITT's
New York office. "If we activate

At MOAC, we've been writing cargo insurance for

100 years. And because we write it in a language you

beseverelydepreciated. What's more, yourbuyermaybe were born with, you can easily understand notonly what
uncertain about his loss liability and not authorize pay- you've got-but what you've got coming if anything
mentofdraftsongoodsthataredamagedorfailtoarrive. goes wrong. For more information, write Manager of

In the driver's seat. Avoiding the possible pitfalls is Marketing Services, Marine Office « Appleton & Cox
simply a matter.of control. For only when you 1-4.AA-- Corporation, 123 William St., N.Y., N.Y. 10038.
control your own cargo insurance can you be M |l Aviation insurance is available through Associ-

Marine Office - Appleton & Cox Corp.

E —=— =T __FF —

i certain that the protection you need and want | V ated Aviation Underwriters.

Redwood, it will cover interna-
tional risks. Since we incorporat-
ed it, the capacity pr6blem has
become more real, so Redwood
would help with that and also
bring together coverages under
one roof. My personal opinion,”
said the source, "is that there are

that would

some advantages
make our wanting an active cap-
tive probable."

Johnson & Johnson: Middlesex
Assurance Co. Ltd., formed this
year, covers possible product lia-
bility suits arising from Johnson
& Johnson's oral contraceptive
pill and all other pharmaceutical
products. Tarpin Ins. Co. Ltd.,
formed in 1967, covers property
and business interruption. "They
helped in coordination of overseas
insurance programs-that's been
their prime use," said a source at
the parent company. "They are
not a money-making venture, al-
though they have cut expenses.
They form a good method of
keeping tabs on losses too, and
definitely make people more in-
terest€d in loss prevention."”

Mobil Oil Corp.: Mobil's West-
chester Insurance Co. in South
Africa is used solely to cover
risks in that country. Bluefield
Insurance Ltd. in Bermuda was
"set up to care for insurance that
is not available today," according
to a source at the company. "A
large company can absorb fairly
large losses, but the subsidiaries
are not able to do so. With a
captive, a local subsidiary can
pay premiums and fund a reserve
for itself. The thrust is to extend
the concept of self-insurance to
subsidiaries."” he concluded.

Standard Oil Of New Jersey: A
source at Standard Oil told Busi-
ness Insumnce that the compa-
ny's Bermuda captive, Ancon Ltd.,
is actually a management compa-
ny in - charge of their other Ber-
muda captive, Ancon Insurance
Co. S.A. "We've had an affiliate
in this field for years," he added.
Apparently Whitestone of the Ba-
hamas, a one-time insurance cap-
tive of Standard Oil, was merged
several years ago.

Teledyne Inc.: Teledyne is a
diversified manufacturing compa-
ny based in Los Angeles with
interests in metals, offshore drill-
ing, electronics and insurance
subsidiaries. ( It owns Argonaut
Insurance Co., Trinity Universal
Insurance Co., Great Central In-
surance Co. and Financial In-
demnity Co., among others.) In
1970 Teledyne formed The Sham-
rock Co. Ltd. in Bermuda, pri-
marily to cover overseas risks.
"We bought Shamrock off the
shelf;' said the company's insur-
ance director. "It provides an al-
ternative to the domestic insur-
ance market when we can't get
them to do what we need. We
haven't used Sharnrock a great
deal ourselves, but our foreign
subsidiaries have.”

Tenneco Chemicals line.: Ten-
nessee Oil, Walker Manufactur-
ing, Newport News Shipbuilding,
and Sun Giant number among
Tenneco Chemicals’ subsidiaries.
Early this year, Tenneco formed
two Bermuda captives-Tenneco
International Ltd., to cover for-
eign risks, and Eastern Insurance
CoO. domestic risks.

Ltd. for

"They're still in the formative
stages,” noted the company's risk
manager. "We formed them be-
cause we have been running into
capacity problems for placing
both domestic and international
risks. Captives are devices to in-
crease net line retention plus pro-
vide additional capacity. Each of
our subsidiaries is a profit center,
so each must care for its own risk
capacity. Tenneco International is
a great help to them."

Tidewater
U.S.A.: In March, 1970, Tidewater
incorporated Pental Co. Ltd: in

Marine Services

Bermuda. According to a compa-
Continued on page 56
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Advance ...

Continued from page 45
more understandable and more
difficult by growing nationalism
and reactions to it, World Bank
negotiators are said to have
lowered their sights somewhat to
an initial Triple 1A group of
about 15 underdeveloped and half
a dozen industrialized countries.

Of the major countries in-
volved with the U.S. in planning,
France reportedly views forma-
tion favorably and England and
Japan are described as "interest-
ed now, though they weren't at
first.” West Germany is said to
have "voiced some skepticism"”
about Triple IA while indicating
a desire to participate in talks.
One reason given for West Ger-
man hesitation is that a German
bilateral investment insurance
agency already exists.

U.S. promoters of Triple IA

feel they can convince the Ger-

mans to join by stressing that
while the U.S. bilateral agency,
Investment

Overseas Private

Corp., provides coverage for
many foreign ventures it is not
heavily backed and may require
Congressional funding, with at-
tendant questioning of business,
to cover the U.S. copper mine
losses.

( OPIC covers Anaconda, Ken-
necott and Cerro for $120 million
but currently has reserves of only
$82 miillion, which it hopes to in-
crease before Chile announces
compensation in October. The
companies' book value estimates
range from $500 million to $700
million; Chile says they're far less
and may pay nothing on grounds
of "excess profit.")

Viewed as potential members
among Latin American countries
are Brazil and Argentina, with
Venezuela still a question mark.
Mexico, which caused an interna-
tional furor in 1936 by expropri-
ating all foreign oil interests, is

The New York Post Office sometimes seems like just
another part of our Lock Box Department. It should:
Chemical messengers are there to pick up remittances
right around the clock, 24 hours a day.

It's all done to give you the fastest possible avail.
ability of your dividend and interest income. New
York checks addressed to your Chemical Lock Box
in New York can be cleared at top speed for immedi-
ate deposit in your account. You're notified by wire
or phone the moment the money is available for your
use.You also get a photocopy of each transaction. No
days of waiting for checks to arrive from New York.

CHEMICALBAN<

We do more for your money.

described as "not so interested.”
African countries considered like-
ly members include Kenya, Nige-
ria, Ghana: Malawi and Mauri-
tania.
Negotiations for Triple IA
membershiN "haven't stopped" at
the borders of the Andean bloc
countries despite their expropria-
tion activities. World Bank offi-

three years ago (an estimated
$100 million 1css) and its expro-
priation of W. R. Grace & Co.
agricultural holdings worth $24
million more recently ($10 mil-
lion offered).

TALKS ARE ALSO continuing
with Bolivia, which has taken
Gulf Oil holdings, offering $78

/ih business insurance
pa- mternaonal

cials say they have hopes of
bringing Peru into the fold and
note that there are private talks
going on between the Peruvian
government and U.S. companies
on-unlikely as it seems-copper
mining with U.S. help. This is in
spite of Peru's nationalization of
Standard Oil's International Pe-

troleum Co. with no compensation

e

million for what Gulf *valued at
$150 million, and tin mining
property valued at $4 million by
International Metal Processing,
which got no compensation .
While the surface problem in
attempts to interest these coun-
tries is the Triple IA requirement
for financial contribution, more
deep-seated objections are voiced

No deposits to make, no collection time to wait out.
It's quite a service. Just ask any great money manager
what thosz extra days of bigger cash balances can add

up to in a year's time.

To set up your own Lock Box plan, designed to
your fund's specific needs, simply get in touch with
your nearest Chemical branch office.

Or, if one of our National Division Representatives
calls on you regularly, mention your interest to him.
You may, if you prefer, call Henry Weidenbusch at
(212) 77C-2797, or write to him at 20 Pine Street,

New York 10015.

Member FDIC

Ao AL

by Latins. Many Latin countries
feel they would be compromising
their status as nations by permit-
ting an outside organization to ar-
bitrate expropriation disputes.
The U.S. wants Triple |A arbitra-
tion rights either through a set-
tlement system of its own or the
World Bank's center for the set-
tlement of disputes.

Reportedly, some African coun-
tries have expressed fears that
companies feeling secure in Tri-
ple IA coverage might turn them
into "playgrounds" but World
Bank planners deny that this is a
widespread concern. "They (the
African countries) don't seem to
have strong ideological objec-

tions,"” said one, "but they are
questioning the financial contri-
bution.”

Another difficulty faced by
Triple 1A planners is a simple
lack of enthusiasm on the part of
developing countries-and some
investing companies. As the uni-
dentified U.S. companies negoti-
ating with Peru indicate, there
are private agreements being
worked out regularly to the satis-
faction of both parties. -

Recompense
for space
ship damage

GENEVA, Switzerland-A team
of legal experts from 28 nations
has completed the draft of an
international treaty that would
provide for the compensation for
damage caused by objects
launched into space.

Belief in Chicken Little not-
withstanding, a nation will be
held "absolutely liable” to pay for
damage caused on the earth's sur-
face or to an aircraft in flight by
an object it launches into space.
Under the treaty, personal injury
will also be covered.

Completion of the treaty is im-
portant for a number of reasons,
aside from the fact that it took
seven years to draft. The U.S. and
the Soviet Union, the major space
powers, agreed to a compromise,
which is always an event and, for
the first time, the Soviet Union
stepped out of its usual line and
agreed to the principle of an arbi-
tration commission. The commis-
sion would be called to arbitrate
damage claims if the countries

involved could not come to a di-

rect settlement in one year.

THE CONVENTION stated that
either country could ask for the
establishment of a claims com-
mission. This commission would
consist of three men, one named
by each of the disputing countries
and one agreed to by both. Their
ruling on the amount of damages
would only be considered final
and binding if the countries had
agreed to it before the decision.

However, a country would be
obligated to consider the decision
in "good faith" even if it had not
committed itself to the ruling.

The amount of compensation
which a nation would be liable to
pay would be determined by in-
ternational law and "the princi-
ples of justice and equity."”

It was pointed out that it would
be difficult for a nation to conceal
its guilt if one of its space objects
fell:o earth and caused damage.

Also noted was the fact that
there has never been a claim for
damages caused by such objects
though some have fallen and not
been burned when reentering. -

New hazard guide

Works officials in industrial
plants in Britain have been given
a new government guide on de-
tecting iron oxide fumes in haz-
ardous quantities.



LONDON-Britain has sudden-
ly got alarmed at the extent of
industrial espionage. Locks are
being changed on 50,000 govern-
ment safes and security desks af-
ter secret warnings from the U.S.
that potential spies can read their
combinations with the aid of in-
genious X-ray equipment.

The switch will cost the tax-
payers more than $1 million but
it is felt to be vital because old-
type metal locks have been found
to be vulnerable to having their
codes "cracked.”" Experts found
that the intricate pattern of tum-
bler "wheels” on these safes could
be detected by the X-ray device
if thieves or other intruders got
into government buildings. -

Although British state secrets
are still involate, security experts
have taken the precaution of in-
stalling clocks with plastic or
lead-covered tumblers, which are

impervious to the X-ray eyes.

REPORTS in London say that
the switch over -was ordered after
U.S. security bodies had warned
Britain of the X-ray peril.

But on top of this scare, Scot-
land Yard has been instructed by
Nno less than Prime Minister Ed-
ward Heath himself to check re-
portsthat leaks of secret govern-
ment information are occurring
through widely different methods.
Credit rating agencies are sup-
posed to have gotten access to
tax reords by using retired civil
servants to extract information.

It is suggested that foreign em-
bassies and business firms may
have gotten trading secrets by
using private detectives who pose
as official representatives.

Banks and other commercial

organizations are said to be wide

Lioyd's,

Russians in

agreernent

LONDON-A three-man dele-
gation from Lloyd's of London
has met with Russian aircraft
manufacturers and the result of
the get-together appears to have
been an easing up of the British
attitude toward insuring of Rus-
sian-built planes.

Many major British insurers
had viewed the Soviet airplanes
with caution and some had de-
clined to write coverage because,
they said, of the tremendous dif-
ficulty faced when trying to re-
pair a Russian-built craft. On
many occasions in the past,
crashed aircraft were written off
because of the difficulty in re-
pairs and the general shortage of
spare parts when they could have
been fixed and flown again.

The Lloyd's delegation reported
that the Russians had appeared
surprised by the situation and had
agreed to cooperate by supplying
technical information, repair fa-
cilities and damage estimates. The
head of the delegation said that
such an agreement would ease the
tension felt by British insurers
when they were asked by opera-
tors to insure the Russian planes.

Aside from the USSR itself, the
operators of Soviet airplanes in-
clude India, Cuba, Afghanistan
and some East European, African
and Arabian countries. The Brit-
ish, despite their reticence, have
been quite involved with the
planes, mainly as reinsurers.

The Russians have indicated a
strong desire to market their air-
planes to the airlines of Western
countries. If they succeed, the
British insurers could not escape
writing coverage for them. -

open to "snoopers" who build up
a sophisticated telephone-call
technique that deceives new or
unwary employes into disclosing

information.

REPORTERS from the Man-
chester-based daily newspaper
The Guardian, which published
these disclosures, got details of
their city editor's revenue dossier
within 48 hours from two govern-
ment departments to prove to him
how quickly they could infiltrate
confidential files.

Businessmen have n6w been

warned to protect corporate in-
formation from "bugging” spies
who are feared to be on the in-

crease in many cities. Scotland
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U.K. government responds to espionage alarm

nal courts.

The case of an attractive girl
who dated an employe of an in-
dustrial firm in a bid to get de-

|@h business insnrance
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Yard has set up a special depart-
ment to deal with industrial espi-
onage, and several prosecutions
are in the pipeline through crimi-

Astheworldgets

tails of its $2.5 million research
project for German competitors is
among those set for trial.

Security consultant John Ellen

recently warned corporate execu-
tives in London: "Watch out for
bogus salesman, journalists and
other visitors who will try to
trick your staff into disclosing
private research material, as it
will certainly reach your compet-
itors.”

But the most unusual warning
came from William Hamilton, a
leading member of Parliament,
who told executives at a corpo-
rate security conference: "Watch
out for your girl secretaries who
might have mini-bugging devices

built iNnto their bras."™ -

smaller and smaller,

our insurance problems
get bigger and bigger.

Taking care of your multinational insurance problems is

no job for amateurs.

You need a broker working for you who knows what
needs to be done. And who has the resources to get it done.
Without bogging down in his own red tape.

While we're not the biggest broker in the U.S., we do
rank as number seven. Which means we've been around

long enough to know what's going on in the world. R. B.
Jones has the depth and resources and talent to handle your

business smoothly and efficiently. No matter how big you
are-from Fortune 500 on down.

R. B. Jones. Because you never know when the world

might turn on you.
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Agents' Errors and Omissions

Architects' and Engineers’
Professional Liability

Package Programs for

Franchise Chains

Capacity Coverage for
Large Property and Casualty Risks
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SHAND, MORAHAN & COMPANY, INC.

REINSURANCE - EXCESS LINES - SPECIALTY COVERS

636 CHURCH STREET - EVANSTON. ILLINOIS 60201 - PHONE: (312) 866-8480
CABLE: SHANMOR - TELEX: 72-4328

David W. Shand. Jr. Joseph E. Morahan. Jr.

Consider your own

Al Uvs holiday travel
cover protects visitors

NEW YOR)-At the request of
the Department of Commerce,
American International Under-
writers has developed a new in-
ternational holiday travel insur-
ance policy for overseas visitors
to the U.S. The policy, which was

AlU, who put the health package
together, the Department of Com-
merce was interested in the prob-
lem of foreign visitors whose
Nnationalized or socialized health
benefits do not follow them out of

their countries.

ila business insurance
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featured at the Discover America
Pow-Wow and Travel Mart held
in Chicago earlier this month, is
designed to provide all-risk acci-
dent and illness coverage for for-
eign travelers visiting the U.S.
According to John Phair of

Captive Insurance Company

Donnelly Bros., Ltd. of Hamilton, Bermuda

offers

complete Management of
Captive Insurance Companies

Owned by
American Corporations.

, S 1 AL

For our booklet describing the fcrmation and
management of a Captive Company, please write to:

 BOX-409 MILLBURN; N.J. 0704

Offering complete insurance facilities in 67 cities in the United States, Canada, and throughout the world. 738

"The United Kingdom was the
major area of concern,” Mr. Phair
told Business Insurance, "but the
new coverage can be purchased
through AIlIU representatives in

over 130 countries altogether.

"IT IS HOPED," he added,
"that the policy will be an extra
encouragement to travel. | sup-
pose there could be a peripheral
benefit of some help to U.S. bal-
ance of payments as well."

AlU’'s international holiday
travel coverage includes $50-a.
day hospitalization benefits for
policyholders confined to a hospi-
tal by illness; accidental death and
dismemberment; medical reim-
bursement and hotel expense in-
demnity. As Mr. Phair explained
it, a prospective policy buyer can
choose a term of coverage ranging
from seven to 180 days, and from
$5,000 to $50,000 for accidental
death and dismemberment-the
basic $50-a-day hospitalization
benefit remaining the same re-
gardless. Premiums range from
$4.75 for the minimum seven-day,
$5,000 policy to $144 for the 180-
day, $50,000 policy. These are in-
dividual rates, however, and group
rates are also available.

"We are trying to promote
groups,” Mr. Phair said. "Rates
would be beneficial for a compa-
ny tour group, for example.”

Mr. Phair had no estimates on
the number of policies AIU has
sold so far. "It is too early yet,”
he said, "but there was a very
good response at the Chicago Pow-
Wow, and our offices overseas have
been approached.”™ -

Auto claims
off 55 .4°

BOSTON-The average bodily
injury claim paid under the stat-
utory advance payment law in
effect in Massachusetts since Jan.
1 has been reduced by more than
50%, according to a six-month
report released by the state's in-
surance commissioner, E. Eugene
Farnam, early this month.

The new Massachusetts motor
vehicle insurance law, in which
auto accident victims are paid
economic losses up to $2,000 by
their own insurer regardless of
fault, was ruled constitutional
here last month.

According to Mr. Farnam's fig-
ures, the average paid claim cost
in the first six months of 1971, as
compared with the same period a
year ago, decreased 55.4%.

INn addition, the report notes,
the number of incurred claims
including personal injury protee-
tion and liability for the first six
months of 1971 show a decrease
of 53.2 % over the same period
last year.

The most dramatic reduction in
claims came during the three-
month span of April through
June. During the period of Janu-
ary through March claims were
off 36% . The further reduction
in the second quarter boosted that
figure by more than 15%. -



Peace will bring greater insurance
Nneeds in Southeast Asia: Insurer

MENLO PARK, Cal.-Winding
down the war in Vietnam will
bring the start of efforts to re-
build that country and this, in
turn, will produce "great oppor-
tunities” for American insurance

companies.

This, in essence, was the report
to his home office here by Bel
Teecher, senior vp, Argonaut In-
surance Co., which operates a
claims office in Saigon and in
Bangkok as part of its widespread
workmen's compensation busi-
ness.

"After 30 years of warfare,"”
Mr. Teecher reports, "Vietnam
can stand a long stretch of re-
building. There are plans afoot
for the Mekong River delta that
could occupy our best construe-
tion talents for the next genera-
tion. We also anticipate that the
U.S. Agency for International De-
velopment is going to move brisk-
ly into the reconstruction picture

as peace becomes a reality.”

THE SOUTHEAST Asia opera-
tions of Argonaut were a result
of the company's writing insurance
for a number of large American
contractors who construct every-
thing from bridges to buildings
across the Pacific basin.

Argonaut was asked by one
major account with 25,000 em-
ployes in South Vietnam to estab-
lish a workmen's compensation
program for that war torn coun-
try. As a result, Argonaut now
serves a number of large U.S.
firms working for the military
and USAID in all parts of South-
east Asia.

Supplementing its workmen's
compensation coverage, Argonaut
usually provides major medical,
accidental death, general liability,
automobile and even crime pro-
tection policies to its business
clients.

"About 200 American compa-
nies now have contracts with the
military," Mr. Teecher explains,
"for construction and rrlainte-
nance of bases, distribution of
equipment and supplies, service
and maintenance of military
hardware and equipment and
construction of major port facili-
ties, roads, airports and ammuni-
tion dumps in Viethnam.

MR. TEECHER, just returned
from a trip to Southeast Asia,
engaged in a series of meetings
with Harold Thompson, vp for
claims, and Russell Barnard, Ar-
gonaut's branch manager in Sai-
gon. Mr. Barnard heads a staff of
10 in the Saigon office, running a
major insurance program for all
of the company's clients in Viet-

"The country is truly looking
forward to peace,” he told Busi-
ness Insurance. "Some operations
have been phased out or trans-
ferred to the government of
South Vietnam. However, none of
the American firms that maintain
the bases and installations have
any plans for pulling out of the
country. In fact, we're looking
forward to an expansion of a
most profitable and satisfactory
operation in Vietnam."

Mr. Thompson, who also has
spent considerable time in South-
east Asia, supported Mr. Teech-
er's hopes for the future possibili-
ties in that area of the world.
"Thailand,” Mr. Thompson said,
"has a very favorable business
climate for American industry
and, of course, we are already in
business in Bangkok.

"THERE ARE considerable
American installations in that

country,"” Mr. Thompson added,
"that need countinuous mainten-
ance and a large number of sup-
port facilities whose personnel
are dependent upon our insurance

services."”

MR. TEECHER is particularly
impressed with possibilities for
expansion into Indonesia, which
4s beginning to experience an
economic boom, he said.

"We look forward to Jakarta,
the capital, becoming the hub of

one of our major operation: in
that region,” he said. "That coun-
try has a fantastic potential for
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ment is looking favorably on U.S.
assistance, both financial and
capital construction, it appears
that it may prove feasible for Ar.
gonaut to move into Indonesia.
"Maybe not today, or even to-
morrow,"” Mr. Teecher said, "but
certainly the prospects for the
near future are most promising.
So far, the major effort has been

/1£* business insurance
CV international

growth. All types of major ion- in offshore oil field development

struction are urgently needed
there and now that the govern-

gif

by American companies and Ar-
gonaut, of course, is a major in-

surer for the American oil busi-
ness.

"There's a lot of work to be
done in rebuilding Vietnam, in
Indonesian developments, in the
Philippines where Argonaut does
not yet have a claims office, in
Thailand and just about anyplace
in the Far East where USAID has
interests.”

Bruce Woolery, Argonaut pres-
ident and the person instrumental
in opening the company's Saigon
office in 1969, attended some of
the meetings, adding ":We're con-
vinced as the pendulum swings to-
ward peace in the Far East so
will the need grow for the kind of
business insurance Argonaut pro-
vides. And as the need grows, so

wwill Argomaut_ ™ -
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Risk manager's role in acquisition

vital, says Borg-Warner's Gavin

CHICAGO-To find out where
the risk management function fits
into the total financial operation
of an insurance concern Busi-
ness Insurance interviewed James
J. Gavin Jr., vp of finance and
controller at Borg-Warner Corp.
here.

Although the company has no
forrnal notification procedures,
Mr. Gavin said that the risk de-
partment is kept abreast of
what's going on in the company.
All major departments are called
on to assist in negotiations for
acquisitions, he said.

"When we come to the point in
an acquisition at which there is a
meeting of the minds," he contin-
ued, "we get more formal. We
have a check list of things we

look into. Outside auditors do the
financial reviews of companies to
be acquired and Arnold Berg,
director of risk management, re-
views the companies' risk man-
agement programs.”

Mr. Gavin agrees with other
corporate executives who feel
that the attitude toward the cor-
porate risk manager is changing

for the better. "His function 10 or

15 years ago,” he said, "was to

gusmess insurance
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MR. BERG'S evaluation of the
insurance program is needed be-
fore a contract for acquisition is
signed; he added. A letter of in-
tent to acquire may go out before
the evaluation but negotiations
would go no further.

manage she placement of insur-
ance with carriers. The experts

then wee the agents and bro-
kers.”

Organizations such as the
American Society of Insurance

Management have helped to ele-

HERES WHAT AN
EMPLOYEE BENEFITS PROGRAM
CAN LOOK LIKE
TO AN UNINFORMED EMPLOYEE.

And who can blame him? When a lot of money goes
into a benefits program that nobody understands,
people don't realize the value of the program the

company has set up.

It's important to make your employees aware of the
day-to-day benefits, and the long term security the
program you've worked out provides them with.

Halltech Reports are designed to do iust that. They
provide a clear and concise, dollars and cents

account for every person in your company that tells
him exactly what benefits you have arranged for

t'

him in plain, simple language.

James J. Gavin Jr.

vate the risk manager but Mr.
Gavin emphasized that the recog-
nition given a risk man in any
company corresponds with his in-
dividual responsiveness to the po-
sition and the concepts he comes

—_— 7 -

When your employee knows what yce re doing for
him you reallycapitalize onyour benefits investment.

Write for free sample Halltech Reports and descrip-

tive literature.

We'd like to show you how they work fcr you.

HALLTECH ASSOCIATES

Employee Communications Service

200 East 42rd Street

New York, Ne,v York 10017

(212) 867-8384

up with. ,

With the expansion of the role
of insurance buyer into that of
risk manager, even on the domes-
tic scene, the risk man's loss pre-
vention role requires that he have
a significant impact on his com-
pany's managers, Mr. Gavin said,
and that makes it essential that
he understand the responsibilities
of his job. "He has to have the
ability to sell his function and
educate management,” he said.

GOING OVERSEAS just adds
another dimension to the "corn-
plexity of risk management,' he
continued, because solving foreign
insurance problems requires the
ability to comprehend different
concepts in safety and insurance
buying. "Distance alone is a prob-
lem," he commented, "that makes
anything more difficult.”

Mr. Gavin said that he's never
had to worry about motivating
Mr. Berg but he advised other
corporate executives to attempt to
have risk managers view their
functions and responsibilities in
the broadest sense. "Too often
people wear blinders as far as
their ability to grow and contrib-
ute goes," he said.

Mr. Berg is an important part
of the management team at Borg-
Warner, he told Business Insur-
ance, adding, "l don't presume to
give detailed direction to him. He's
more expert in his field than |
= r wa _~"

Borg-Warner

Continued from page 48
master program and will then
seek a market.

On the dollars-and-cents score-
board Mr. Berg's risk management
direction seems to be working
quite well-he is projecting a sav-
ing of 30 % to 40 % in the insur-
ance budget for 1972. The cost of
fire protection generally pays it-
self off in six years, he said, and
he predicts a 33 % drop in the fire
insurance budget alone next year.

Advice Mr. Berg has given Mr.
Adams-and any risk manager
handling foreign insurance-in-
cludes these three suggestions:

- Be thorough in your corpo-
rate insurance program.

= Work within the program es-
tablished for the particular coun-
try but be alert to new insurance
needs as they arise.

- Channel problems through
the correct people.

Mr. Berg commented that find-
ing a tactful man is imperative.
"Tact is absolutely necessary," he
emphasized, "because an overseas
insurance manager deals with a
large number of diverse people

from diverse backgrounds.” |

Crime cover
in California

SAN FRANCISCO-A crime
insurance pool has been estab-
lished under control of the Cali-
fornia department of insurance as
a result of legislative enactment
of the California Crime Insurance
Act.

Commercial policies offering
open stock burglary, safe burgla-
ry and robbery coverage will be
available to small businessmen
and residents of 24 designated
California counties. The crime in-
surance for residential coverage
will be on a statewide basis.

For small business, limits will
be $2,500 except for open stock
and safe burglary with safe bur-
glary limited to $1,000 for Class B
or Class C safe and $5,000 for
Class E safes. Open stock bur-
glarly policies may be written up
to a limit of $15,000 and there
will be a $200 deductible or 5 %
of the amount of loss, whichever

= cGgr = =ater_ -



U.S. loss control men in Poland

for seminars on safety engineering

HARTFORD-Corporate safety
and risk management in Poland
appears to function, or not func-
tion, like a tired and worn piece
of machinery badly in need of
lubrication.

This is the concensus of an in-
surance company loss control en-
gineer and the corporate rnanager
of safety and industrial hygiene
of Honeywell Inc., who have re-
turned from a 30-day trip to that
country where they gave semi-
nars to officials anxious to learn
how safety and risk management
function in this country.

Making the trip under the
sponsorship of the U.S. Informa-
tion Agency and the U.S. Depart-
ment of Labor were Ted Bu-
czkowski of the Hartford Group's
loss control department, and
Richard L. Sweitzer of Honeywell
in Minneapolis.

WHILE THE PAIR were gra-
cious enough not to characterize

Ted Buczkowski

their findings in terms of one of
those bad ethnic jokes, Mr. Bucz-
kowski and Mr. Sweitzer, in in-
terviews after their return, made
no bones about the fact that risk
controls in the Communist bloc
nation lag dreadfulLly and seem
hopelessly bogged down in the
proverbial red tape.

Said Mr. Buczkowski: "Their
record still leaves much to be
desired. They now have the prob-
lem we went through 40 years
ago: There's an industrial revolu-
tion and they are still working
with old and obsolete equipment
and no real improvement in that
safety record can be seen until a
major conversion is made in in-
dustrial equipment.”

Mr. Sweitzer was perhaps a bit
more candid. Asked to character-
ize the typical corporate safety
program there, he answered:
"There is no such thing. Yes, they
have recognized the problem to
some extent, but the fact remains
that the top safety official in Po-
land is a political appointee. He
has very little expertise in safety.
The number-two man is quite in-
telligent in this area but he can
only go as far as the number-one
man will let him. L think they
must put the job into the hands
of a professional and then give
him the authority necessary to
good safety management. They
must also develop incentives for
workers. That is one of the big
problems. There are no motivat-
ing factors whatsoever for the
workers."”

Mr. Mr.

Buczkowski and

Sweitzer spent about five weeks
in Poland giving safety seminars
at the International Trade Fair at
Poznan and in the cities of War-
saw, Krakow, Katowice and Wro-
claw. The Labor department pro-
gram is part of the special inter-
national exhibitions program,
which is funded by the USIA. It
was Mr. Buczkowski's second vis-
it to the country. He made a simi-
lar trip about seven years ago.
For Mr. Sweitzer, a former Hart-

ford Group loss control engineer
who joined Honeywell nine years
ago, it was the first such excur-
sion. He was seleted by the La-
bor department after the Hart-
ford was asked to recommend
someone on the corporate safety
management level at a company
with multiplant locations.

VWHILE BOTH MEN admit that
a month in Poland does not make
them experts on the situation
there, they did come away with
some very distinct impressions.
Both also said it was unfortunate
they were not allowed to visit any
industrial plants while they were
there, for they felt on-the-spot
observations

may - have made

their safety seminar presentations

Almost any insurance agent can
offer you 'international' coverage
by fobbing off your business on a
foreign broker local to your needs.
We don't think that's good-enough.

Back in 1962 we went abroad to
set up the first global package-for
one of ourmajorclients. By putting
all the client's insurance needs
under one world-wide policy we
harnessed enough buying power
to save considerably on his

premium costs.

That was just the beginning of
his benefits. Because our loss-
prevention engineers are-mobile
too, we've been able to help him
reduce risks in ways that were

much more graphic.

According to Mr. Buczkowski,
safety-as indeed practically
everything-is a state function in

Poland. There is one safety office
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been going off in all directions-

or at least we were until last
April 8 when the Occupational
Safety and Health Act (OSHA)
went into effect. From a pure
organizational standpoint they
(the Poles) appear to have the
better piece of machinery from
which to build a good national
safety program.” Mr. Buczkowski
now feels that OSHA gives us the
same potential, however.

h business insurance
VV international

centrally located and there are

provincial directors scattered

around the country, but all direc-
tion comes from Warsaw.

"From a national standpoint,”
he said by way of comparing
safety functions in the U.S. and

Poland, "we in this country have

insurance costs.

previously unheard of in some of
his foreign plants. Of course, when
you reduce risk, you reduce

One major problem the Hart-
ford man observed while on the
tour was the fact that the indus-
trial revolution in Poland is
bringing thousands of people off
farms and into factories. Safety
awareness is practically non-

existent on Polish farms and as a

result farmers are just not pre-
pared for working with heavy in-
dustrial machinery.

"I THINK, basically,” Mr. Bu-
czkowski told Business Insurance,
"it's an education problem. For
example, take posters. We utilize
them rather extensively and we
use a lot of words to make work-
ers more aware of the importance
of safety. They also use posters to
some extent but in theirs the pie-
ture is the entire message.”

Surprising to both safety men
was the way in which the injured
Polish worker is compensated. The
workmen's compensation system
is national, of course, but it is still
based on a degree of fault.

"The most outstanding impres-
sion | came away with,” Mr.
Sweitzer said, "was that they
couldn't get it through their heads
that we don't have the fault sys-
tem in this country. They just
couldn't perceive this."

Continued on page 81

We're proud of the way our
creative attack on our clients’

problems saves our clients money.

Since that first trip nine years
ago, we've developed a team of
international specialists who've
been constantly on the go. By
keeping on top of political, social
and environmental changes we're
able to recommend more efficient
ways of keeping you protected
and of keeping your losses down.
For example, one client will be
changin the method of assembly
in one ot his European plants
next year, so we'll be able to cut
his premium costs substantially.

Maybe that's why we've got so
many satisfied clients. All over the
world. If you need insurance in
more than one place, we can prob-
ably save you money getting it.

TOMENSON, SAUNDERS/INSURANCE

GROWING WITH CANADA- INTERNATIONALLY

401 Bay St., Toronto 102, Ontario.
Telephone (416) 366-8171
Officesacross Canada.
Correspondents throughout the World.
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Common...

Continued from page 45

strong, to enable the Lloyd's sys-
tem of insurance to be dovetailed
into Continental thinking," Sir
Henry continued.

"As international insurers,
Lloyd's is always ready to face
competition from any quarter,
and is in favor of greater freedom
to trade in Europe. "Protection of
insurers against distortions in
competition can thwart opportu-
nity. Distortions caused by differ-
ent rates of taxation or legal sys-
tems should be removed. But
freedom to compete in rates and

conditions and service should
stay, as long as there is financial

security.

"ANY NEED to localize re-
serves would be the most serious
outcome of this type of protec-
tion. It could seriously inhibit the
efficient operation of the insurer
with a worldwide portfolio that
needs freedom to move assets and
reserves to maximize yield, and
meet claims from liquid reserves.

"One solution would be to con-
trol solvency at the center, but to
decentralize commercial control,

so that local regulations can be
complied with in the conduct of
business.

"l should warn European in-
surers that too restrictive an atti-
tude might imperil the overseas
business which Britain can take
into the Common Market," he
concluded.

Basil Robarts, chief general
manager of the big Norwich Un-
ion group, and lately chairman of
the British Insurance Assn., com-
mented: "Entry into the Common
Market will provide opportunity
for expansion in which the Brit-
ish insurance industry is well
equipped to take part.

"LEGISLATION covering in-
surance business in the Common
Market is generally more restric-
tive than in Britain, and so can
present a problem for the world
wide activities of U. K. compa-
nies. "But it is hoped that Britain
will be able in due course to play
a full part in any discussions on
harmonizing insurance legislation
within the European Economic
Community, and so find a middle
ground for the issues involved.”

Francis Sandilands, chief gen-
eral manager of Commercial Un-
ion, took the view that European

insurance should help to relieve
local markets of risks beyond
their resources, and should par-
ticipate on equal terms in over-
seas markets in friendly competi-
tion.

Technical details show that the
only directive so far issued by the
EEC is on reinsurance and frees
such transactions, in effect, from
insurance supervision within the
Common Market. But local rules

usually require the reinsurer on

urally there will be much discus-
sion, since they are binding on all
Common Market members once
they are finally formulated and
accepted in the end.

So with Britain poised on the
point of entry, there is a lot of
talk behind the scenes, but noth-
ing effective yet in the way of an

outcome.

ONE OF THE most effective

summaries of the position so far
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the Continent to deposit reserves
with the direct writing office as a
safeguard.

Directives on other forms of in-
surance, to which member nations
will have :0 comply in turn, are
due to be issued over the next
few years by the council of the
EEC.

Minimum levels of solvency for
both non-life and life assurance
concerns are expected to emerge
in these forthcoming directives,
but they are a long way off. Nat-
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made is by T. H. N. Opp6, secre-
tary of the Life Offices Assn. of
British insurers, who stated: "The
effect on British insurance of
membership in the Common Mar-
ket will depend on the extent to
which British rules and practice
have to be altered to fit the Com-
mon Market rules. In the ulti-
mate, the reaching of mutually
acceptable terms will involve
compromise solutions.

"In so far as the present pat-
tern of insurance control in most
Cornrnon Market countries is
more restrictive than in the U.K.,
any compromise would seem like-
ly to involve British insurers in
more stringent rules.

"But the gap between Britain's
international outlook, and philos-
ophy that freedom of maneuver
for the insurer is good, and the
nationalist pattern of the Conti-
nent may be bridged more easily
than might at first be thought.
For liberalizing insurance legisla-

tion so as to encourage the devel-
opment of capital markets would
help economic expansion.”

Western European attitudes on
insurance were reviewed by H. E.
Gumbel, a member of Lloyd's
Common Market working party,
who gave this summary:

- France-Lloiyd's underwrit-
ers are authorized to transact di-
rect non-marine insurance, but
they must appoint a general rep-
resentative who assumes respon-
sibility toward the French gov-
ernment and must accept service
of lawsuits on behalf of Lloyd's,
and they must set up technical
reserves in France on business
emanating from that country.

- Hollan d-Has a special
Lloyd's law under royal decree of
March, 1967, under which Lloyd's
underwriters have to comply with
the twin requirements of a gener-

al representative and a deposit
for an initial amount as well as

technical reserves. But marine
and aviation risks are excluded,
and can be placed direct in the
British market, without the need
for any domestic establishment.

- Germany-Marine and avia-
tion risks can also be freely
placed in the British market. But
under present German law it is
unlikely that an association of
such as Lloyd's,
would be admitted to operate in
that country. So the law would
have to be reconsidered if Britain

individuals,

joins the Common Market.

- Belgium-Belgium is very
liberal, and controls only compul-
sory auto third-party liability

business.

FOREIGN EXPERTS who re-
Continued on page 76
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Lloyd' s man predicts
20010 iump in huil rates

OSLO, Norway-The chairman
of Lloyd's Underwriters' Assn.,
Henry Chester, told a meeting
here last month that ship hull
insurance premiums will have to
rise by 20% in the next 12
months in order "to put the hull

the exception in the seven-year
loss-making trend on hull insur-
ance. Actually, he said, the books
show a "freak" profit.)

The huge supertanker and con-
tainer ships now plying the high
seas, Mr. Chester said, are rapidly

11* business insumee
CV international

account back into profitability."

Mr. Chester's comments, made
at an international shipping exhi-
bition here, followed a similar
warning issued in the U.S. by
Allen E. Schumacher, chairman
and manager of the American
Hull Insurance Syndicate.

At the syndicate's annual meet-
ing Mr. Schumacher said pre-
mium increases were essential.
(Business Insurance, March 29.)

According to estimates, insur-
ance premiums now account for
between 30% and 60% of a
200,000-ton tankers’ operating
costs. INn March the marine insur-
ance market increased hull pre-
miums by between 10% and 15%,
with the latter increase applying

to super-tankers of 150,000 tons
and above.

AT THE TIME, it was suggest-
ed that the insurance premium on
a 200,000 to 250,000-ton tanker
would be between $400,000 and
$500,000 a year. Another 2 % in-
crease would add $72,000 to
$96,000 a year to insurance bills.

"The hull market,” Mr. Chester
told the meeting here, "has lost
money in six of the past seven
years and an annual increase in
the premium of the order of 10%
has done no more than prevent a
further deterioration in our re-

sults.”

(A Lloyd's spokesman later
said, however, that the 1968
three-year account, which closed
at the end of last year, would be

Offshore ...

Continued #orn page 56

coverage under one policy and to
reinsure the rest through our cap-
tive. A new trend,” he added, "is
to set up a captive for products
liability coverage because there's
a great lack of reasonable cover
there in the conventional insur-

ance market.”

It is not unusual for a large
company to set up two or more
offshore captives-at least one to
cover international risks and one
for domestic cover. There are also
examples of corporations that be-
long to one of the mutual offshore
insurance companies and have
their own captives to boot. The
Union Oil Co., for example, is a
member of the consortium of oil
companies that set up Oil Insur-
ance Ltd., but a source there re-
ports that Union is also having
Johnson & Higgins do a feasibili-
ty study on a pure captive for the
company alone. "We are very in-
terested in obtaining an offshore
captive," said the spokesman, "be-
cause the convetional insurance
market simply does not have what
we need-pollution liability, well-
control, and worldwide property
coverage."

On the whole, the captive story
seems to run parallel to the fable
of the Little Red Hen who, when
told her usual barnyard friends
would not help her bake her
bread, declared, "Well, then, |
shall simply have to do it my-

_— -—— W W —

changing the appearance of inter-
national seaborne commerce.
Moreover, he added, this is caus-
ing some concern to underwriters
because, while the shipping ton-
nage and money at risk continue
to grow, the number of ships

EST. 1899
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DAVIS, BORLAND & CO.

INSURANCE BROKERS

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

TEL: (212) 964-2500

afloat tend to diminish. -

INsurance Services for the

Multi-National Corporation

For 70 years, large enterprises have consulted
Rollins Burdick Hunter Co. on their insurance
problems. They ask us tough questions, including
these about international insurance coverages,
costs, underwriting and loss control capabilities:

Q. Is a captive company the inevitable answer
to foreign insurance problems?

A. In many instances, it is a good one, depending
upon premium volume, present ability of the
corporation to finance its foreign subsidiaries,
possible conflicts of interest, attitude of the
corporation toward reinsuring the risks of third
parties to enhance cash flow, tax considerations
and comparative costs and services.

Q. How can we best conduct the surveys of
foreign risks, insurance programs and loss
control activities, which are necessary for
purposes of evaluation and planning?

A. Use one of the few qualified brokers with foreign
insurance specialists, captive company service
capability, foreign branch offices and
correspondents which are leading firms in their
respective parts of the world. Such a broker will
have the ability to make foreign surveys including
captive company feasibility studies, using
competent local nationals as well as U.S. engineers
and specialists.

Q. Will we be able to obtain the amount of

coverage we need?

A. Capacity is often as crucial as premium cost for
many international risks. The insurance program

must be structured so as to utilize to the best

8

Rollins Burdick Hunter Co .

advantage insurers and/or reinsurers both foreign
and domestic. This may involve arrangement of
facultative reinsurance of either a captive or of
major insurers or negotiation with a consortium of
insurance companies. VWhat matters most is
international insurance and reinsurance know-how
and the ability to analyze risks and present them
professionally to the markets where the capacity

exists.

Q. Are centralized fire protection and other loss
control programs desirable and practical?

A. Their desirability depends particularly upon
types and degrees of hazard, the countries involved
and the management methods of the insured. In
most instances, it is feasible to combine the
inspection and counseling services of local and
U.S.-based engineers in a coordinated program.

Such services should be available from the broker

and insurersor from the brokerand other service

organizations.

Rollins Burdick Hunter provides expert counseling
and assistance for international insurance needs:
assistance in the formation and management of
captive insurance companies, planning and
organization of worldwide insurance and loss
control programs including competitive marketing,
provision locally as well as in the United States of
counseling and engineering and claim services,
and coordination of the entire program. We will be
pleased to send you a copy of our brochure,
"Meeting Today's Risk Management Needs."
Write: President's Office,

Rollins Burdick Hunter Co.,

231 South LaSalle Street,

Chicago, lllinois 60604.

insurance brokers/average adjusters

Principal Offices: U.S.A.: Chicago-Detroit-New York-St. Louis-Seattle
International, Rolibec: London-Tokyo-Yokohama-Seoul-Hong Kong-Bangkok
Sao Paulo-Rio de Janeiro-Caracas-Valencia-Bogota- Lima-Santiago
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South African laws hinder benefit improvements

'and increased employe benefit sending a four-member, biracial , - m. --

-=1

programs would raise the stand- committee to South Africa to take < el: 414 1 | | * X . .
ard of living. a first-hand look. During .the sec- .- )) ' - . u . | -pl
ond week of January, $52,000 was - /: r ) M

By THOMAS WALSH

NEVWW YORK-Throughout the
last year, American businesses
with subsidiaries and affiliates in
apartheid-organized South Africa
have come under fire from vari-
ous channels-including their own
stockholders-for participating in,
and consequently strengthening,
an economy based on racist labor
pfactices.

The critics suggest the compa-
nies pull out entirely, while the
companies, whose South African
investments are now estimated to
be worth $912 million, argue that
things can only get better for
South African blacks if they stay.
The theory is that expanded
American business will strength-
en the economy and ultimately
destroy the apartheid system as
the available white manpower
couldn't fill the expanded need for
semi-skilled and skilled worker
-positions that are now labeled
"white only"” under South African
law. These jobs, the logic promis-
es, would then be filled by blacks,
and their resulting higher wages

Let

The most widely-publicized con-
frontation began early in October
of last year when a group of black
employes at Polaroid Corp.'s Cam-
bridge, Mass., headquarters formed
what they termed the "Polaroid
Revolutionary Work'ers Move-

ment" and demanded the company

spent to announce the commit-
tee's findings and the company's

plan of action in full-page ads in
seven large, daily newspapers and -

in 20 black weeklies.

ve¥¥SARGIdGH thg Answer that is -, . :
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terminate business in South Africa,
announce publicly its stand on the
apartheir system and contribute
South African profits to recog-
nized but understandably under-
ground liberation movements in
the country.

POLAROID, after sorne corpo-
rate soul searching, announced
via full-page ads in the Nov. 25
Boston newspapers that it "ab-
horred" apartheid and said it was

Swiss

L ife

be your guide!

Africa would be best for us," the
$600 million corporation said and
mapped out what it termed an
"experiment" that, while continu-
ing business relations there, im-
proved wages and benefits-in-
cluding life insurance-for 203
non-white employes. Some $95,000
of the profits earned in South
Africa-$1.5 million, or less than
.5 % of the corporation's business
-would not be channeled to rev-

olutionary movements, the com-
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These Few words sum up the problem in splitting benefts in South

Africa.

pany said, bu-. would be used to
educate and train employes and
sheir enildren as well as establish
a blajk-run education and cultur-
al-advancement association.

The revolutionary workers
called the experiment -'jive" and
the white establishment press
lauded Polaroid for being "bold
and brave" and asked why other
American firms with larger South
African investments weren't fol-
lowing its gooil example. The of-
ficial response from the spoxes-
man fcr the South African consu-
late general was laughter.

"l don't see how cne ccmpany
can destroy a policy," Jurie Gryf-
fenberg of the consulate's infor-
maticn service told Business In-
surance. "We have no quarrel
with any firm who wants to im-
prove salaries and benefits of
workers, but they must Stay
-within the framework of the law.
VWWhat all this comes to is this: If
comdanies all of a sudden find
out -hat there are ways within
she law to improve salaries and
conditions, it -s actually a finger
pointing to themselves in that
they have newer done it before.
3esides, the Folaroid experiment
as they call it is not much of an
experiment at all. Other compa-
nies have been doing similar
things for many, many years."

WHO HAS BEEN doing what
for how long apparently is well-
guarded information. Many com-

-Timothy H. Smith photo

panies surveyed in a Business In-
surance poll either flatly refused
to provide any information about
their wage and benefit programs
or were extremely hesitant.

Even Polaroid, after spending
thousands of advertising dollars
to announce its corporate human-
ism, has refused requests for in-
terviews and will not issue infor-
mation beyond reprints of vague
company newsletters. Questions
about the specifics of its alleged.
wage and benefit improvements
are referred to its South African
distributor with the comment
"It's our experiment, but their
problem.” The word from the
South African distributor, trans-
mitted through Thomas H. Wy-
man, Polaroid's president of in-
ternational operations, is "He
doesn't see the need to share the
details.”

Perhaps the most indicative
statement on Polaroid's program
is the corporation's promise that
all reforms "will adhere to South
African law. We may bend it," a
spokesman said, "but we won't
break it.” Under those circum-
stances, Polaroid critics argue
that very little can actually be
done for South African blacks.
For example, when Polaroid said
inits Feb. 26 newsletter that

"seven African

employes of
Frank & Hirsch (the Polaroid
distributor in South Africa) have
been promoted to supervisory po-

Continued on page 77

your own
insurance

company

What is the potential and profita-

bility of your own insurance com-

pany? Many corporations and as-

socialions have found that a
"captive" company is of signifi-
cant value in terms of cost sav-
ings, coverage, capacity and cash
flow. Feasibility studies are an

other service of RPG.

RISK PLANNING GROUPING.
24 Old King's Highwa-, South « Darien, Conn. 06820 « (203) 655-9791



By PATRICK THOMAS

NEVW YORK-When you pass
through the doors of the head-
quarters of the Foreign Credit In-
surance Assn., you are immedi-
ately made aware of how busy
everyone is: people weaving
pointedly from desk to desk and
the conversation at each stop per-
tains to business; other people
fairly loaded down with folders

Reginald J. Denton

and other office acccutrements;
the harried combination switch-
board operator-receptionist has
barely enough time to squeak out
a "good morning” between the
insistent buzzes from the board.

It is in this atmosphere, tremen-
dously businesslike yet not really
stilted, that Reginald J. Denton, the

FCIA claims

reflect high
predictability

NEVVW YORK-The Foreign
Credit Insurance Assn.'s claims
experience over the years has
adopted the characteri stics of a
somewhat jaded marriage: there
is always the possibility of some-
thing new but most of the activity
is fairly predictable.

"You can pretty much tell
when and where the trouble is

gQing to develop," said Reginald
Denton, the associaticn's presi-
dent. "In the last whiile, it has
been countries with consurner
oriented societies that have had
the problems. For example, Aus-
tralia and Mexico have very close
ties with the U.S. and they have
suffered recessions to correspond
with our own.”

Did the monetary revaluation
games that European nations
seem to have a propensity for
playing have any effect on FCIA?

"No, the revaluations had no
effect on us. Our policies are
written and payable in U.S. dol-
lars." Mr. Denton explained.

However, Mr. Denton did indi-
cate that devaluations were more
worrisome than revaluations. "We
don’'t cover devaluaticn as such
but we do cover failure of the
buyer to pay, so we do get in-
volved. But we don't usually
know how deeply we are in until
sometime later.

"Here's an example.” he con-
tinued. "Say an exporter has
everything out in local currency
and a devaluation occurs. He has
to pay us in U.S. dollars and
that's where we could run into
trouble. He could have problerru
converting and we might not
know about it for six months.”

He also pointed out, and this
will probably surprise nobody,
that the association acted in a
conservative manner when issu-
ing insurance and worrying about
devaluations at the same time.
They

short-term transactions in finan-

are Nnnore liberal with

cially shaky nations. -

association's 31-year-old presi-
dent, heads the quasi-public group
that has been slowly making its
presence felt in the world of ex-
ports. And, if the association's own
projections are to be believed, that
presence could become a force in
the next few years.

"What we do is guarantee an
export receivable portfolio," said
the amiable Mr. Denton. They do
it with the help of the Export-
Import Bank of the United States
and 50 stock and mutual insurance
companies, the association's mem-
bers.

THE REASONS for providing
this type of guarantee, he said,
were simple. "Look at the asset
side of a company's annual report
and I'll give you odds that the
only itern not covered by insur-

Fastest,1971.

r o

ance is export receivables. Simi-
larly, I'll give you odds that ex-
ports show up as the riskiest item
on the balande sheet.”

The advantages of FCIA insur-
ance, according to Mr. Denton,

are numerous.
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Exporting perils are lessened by FCIA cover

credit if he has insurance. Last
year, 485 banks accepted FCIA
insurance as collateral.

"Third is the penetration of
new markets. If the exporter is
covered by the insurance, he can
ship his goods with no trouble.

h business insurance
'1/ international

"The first major advantage is
the elimination of risk. We cover
both political ad commercial sit-
uations, and there are few exclu-
sions, so the exporter's chance of
recovery is very good.

"Second is the ease of financ-
ing. The exporter gets a lower
interest rate and greater lines of

You have no problems shipping to
Canada without the insurance but
that is not the case if you happen
to be shipping to Argentina.
"Fourth is the credit work itself.
The manufacturer/exporter can
buy us as a credit department.”
Another advantage he listed is

service. Under this.category, Mr.

Denton mentioned the fact that
the association had worked out a
Nnew deductible policy that will
eliminate much red tape. He also
noted that there had been a num-
ber of internal improvements as
well as the opening of branch

offices.

'«WE HAVE NOT grown faster
because we have been taking a
banking approach. We have been
conservative and there has been a
lot of red tape. We are ehanging
all that. FCIA is now insurance
oriented,” Mr. Denton empha-
sized.

FCIA has been providing the
coverage since early in 1962 but
has just lately embarked on the
aggressive new program designed
to multiply the volume of insured

Continued on page 80

In 18th-century America, people kept a
leather bucket within easy reach in their
homes. At the cry, "Throw out your
buckets!”, the colorful containers were
quickly tossed to firemen racing to a fire to
form a "bucket brigade".

Unfortunately, the bucket was seldom very
effective. On the other hand, Grinnell's
Duraspeed® sprinkler is. Duraspeed is
always on the spot, ready to burst into
action the split-second it reaches trigger
temperature. Its instant action helps drown
fire quickly, reducing the area of damage
and activating fewer sprinklers.

Duraspeed is just one advance from the
company that has designed and installed

more fire protection systems than anyone.

Including the enormous United Air Lines
747 hangar in Chicago. New York's Lincoln
Center. And thousands of other projects
from warehouses and shopping centers to
rocket-fuel plants.

Put our know-how to work protecting
your life and property. Just call the Grinnell
fire protection systems expert listed in the
Yellow Pages under "Sprinklers Auto-
matic - Fire."

He knows what to do.

And how to save you money doing it.

@GRINNELL

260 West Exchange Street, Providence, R.l. 02901
Sold in Europe under trademark CONOFLOW.
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Consoljdatjng foreign cover:

Improvements, challenges

by Fred J. Parmentier,

Vice President, international Div.,
Rollins Burdick Hunter Co.,
Chicago, ill.

ORJHERISKMANAGER 9f 3.yl

the possibility of consolidating insurance
outside the U.S. can present an opportunity
for substantial cost reduction, broader cov-
erage and improved service. Such a chal-
lenge also can pose a real predicament.

As a result of history, or perhaps of
management philosophy, foreign opera-
tions of his company may have been
largely autonomous. If so, insurance pro-
grams may have been developed inde-
pendently in each country without coordi-
nation or overall standards. In this situa-
tion, there tends to be wide variation in
the adequacy and cost of coverage from
one country to another.

A typical corporation, having experi-
enced substantial growth and increased
profitability abroad, may now be chang-
ing its management philosophy with re-
spect to foreign operations in the direction
of centralization. This may lead to evalu-
ation of the desirability of centralizing
purchase and administration of insurance
applicable both to foreign and domestic
operations.

SUCH AN EVALUATION begins with a
study of insurable hazards, present insur-
ance programs and insurance markets in
each country. A principal objective of the
study is to determine whether it may be
necessary to modify the corporate philoso-
phy of insurance as it applies to foreign
operations so as to reflect the unavailabil-
ity or excessive cost of certain coverages

abroad or to acknowledge the realities of
marginal profitability or undue political
risks in certain countries.

Similarly, consideration is given to the
pros and cons of centralizing the loss
control function. The desirability of so

shown to be desirable, the end product of
the study is development of a program
providing worldwide master policies and
perhaps complete consolidation of foreign
insurances.

In designing a centralized program, either

'The consolidated program offers opportunity to
reach a clear understanding on intent of coverage. . . .'

doing depends particularly upon types
and degrees of hazard and the countries
involved. With respect to both fire protec-
tion and employe and public safety, atti-
tudes, standards and available loss control
services vary materially in different parts
of the world.

In the fire protection area, application
of U. S. standards may be difficult, if not
infeasible, though in certain instances it
may be deemed essential in the interest of
sound fire protection. Otherwise, the

of two courses can be followed or both in
combination. The first contemplates con-
tinuation of existing insurance placed 10-
cally, such as fire, lightning and explosion
property damage, primary general and au-
tomobile liability and primary crime insur-
ances, but provides worldwide master poli-
cies covering the difference between the
locally placed policies and coverages meet-
ing U.S. standards as to scope and limit.
This offers the risk manager the advantage
of master policies written in English on

problem is to determine a level of fire terms with which he is fully conversant.

protection, in light of available equipment
and underwriting standards, that the cor-
poration can live with and that produces
both adequate protection and a desirable
result from the standpoint of insurance
cost. In the safety area, the degree to
which government in a given country or

The second course contemplates the un-
derwriting of virtually all coverages for
the parent corporation and subsidiaries
insurers so that appropriate recognition
abroad by a single insurer or group of
can be given to premium volume and

countries sets standards, inspects premises spread of risk. Master policies are written

and demands compliance can be a deter-
mining factor.
If centralization of risk management is

as in the first plan, but the insurer
through its foreign branches, subsidiaries

or affiliates issues underlying local poli-

How are insurers meeting

your foreign growth needs”?

by Henry G. Parker lil,
Senior Vice President,
Chubb & Son Inc.,

New York, N.Y.

REATIQN OF RISK.is one of the prices

The advent and growth of the multina-
tional corporation most assuredly repre-
sents progress--encouraging, as it has, a
greater degi €e of world economic integra-
tion, the formation of new capital markets
and an exchange of technology within and
between the developed and less developed
countries of the world. But along with this
development have come new forms of risk

peculiar to the multinational company. If -

we accept that the private insurance in-
dustry ( in this context the property and
casualty insurance segment) is the appro-
priate vehicle to reduce or eliminate the
cost of such risk, how is the industry
responding?

It is important to consider three charac-
teristics of multinational corporations:

- They are, or can be, truly global in
scope. This pertains not just to locations of
domestic or overseas manufacturing, sales
or marketing facilities, but to geographic
distribution of their products on which at
least third, party (products) liability pro-
tection is required. To this extent, true
global protection is necessary.

- They tend, by occupational classi-
fication, to be concentrated in certain in-
dustries. Prominent among these are the
extractive industries, heavy chemicals,
pharmaceuticals, fibers, and heavy ma-
chinery equipment. These industries, from
an insurable hazard standpoint, rank
higher than average in the risk suscepti-
bility spectrum.

- The organizational and planning
trend within such firms tends increasingly
to be centralized as each adds multiple
affiliates operating in overlapping markets
and producing for a worldwide system.
There are firms today that may combine a
U.K.-manufactured engine, a French-
made transmission, a Mexican-made axle
with U.S.-made sheet metal parts to pro-
duce in Detroit a vehicle for sale in Cana-
da. Centralization of multinational cash
management may be even more advanced.
For example, advantage may be taken of
low interest rates in one country to supply
expansion or working capital needs of op-

erations in high interest areas.

AS MULTINATIONAL operation brings
with it increasing centralization of prod-

cies as required to provide legality, tax
deductibility, local service and the ability
to pay premiums and losses in currencies
as necessary. Generally, it is found desir-
able to pay in local currencies, with pro-
vision in some instances, for paying por-
tions of losses sustained in soft-currency
countries in hard currencies. The latter is
feasible when premiums are paid on the
overall risk both in hard and soft curren-
cies.

A consolidated program of this type
offers opportunity to apply to property
damage and business interruption cover-
ages appropriate deductibles that may not
be available locally and, to preferred
risks, some form of cost-plus rating
applying to property as well as casualty
insurance. In some circumstances, it may
be desirable to negotiate the entire pro-
gram on an account-underwriting basis
whereby premiums, coverage and related
services for all lines are determined in
relation to the bottom-line result of the
total account.

The consolidated program offers oppor-
tunity to reach a clear understanding on
intent of coverage and to enter into a
long-term relationship with an insurer on
the basis of "give and take" as circum-
stance may require or permit.

WE HAVE TOUCHED on some of the
opportunities available to the multi-na-
tional corporation through centralization
of the risk management function. In the
event the risk manager is instructed to
explore these opportunities, what difficul-
ties may he anticipate?

To begin with, the risk manager may
experience long delays in obtaining suffi-
cient information to make even a prelimi-
nary evaluation of the insurance pro-
grams arranged abroad. He may find, de-
spite repeated follow-ups, that not all pol-
icies are provided. Premiums, losses and
underwriting data arrive promptly from
one subsidiary but have to be extracted
from another. Information, when received,
is often incomplete. These difficulties that
may be encountered are .generally a re-

Continued on following page

uct, market and fiscal planning, it follows
that the corporate insurance program for
such firms must, itself, become both mul-
tinational and centralized. Irreconcilable
difficulties would attend the separate local
purchase of business interruption coverage
on each of those integrated multinational
manufacturing facilities that combine to
produce the vehicle for sale in Canada.
Decentralized insurance purchase likewise
creates inevitable gaps ( or possibly expen-
sive overlaps) in coverage in areas of
interplant dependencies, differing measure-
ments of loss as between the British busi-
ness interruption (loss of profits) and U.S.
business interruption (gross earnings)
forms for example, or peril or deductible
differences. Significant insurance buying
power leverage is created when the global
assets are combined in a centralized insur-
ance program. Such leverage is wasted
when they are not.

Happily, the era of intelligent multina-
tional or global account insurance under-
writing has begun. Certain forward-look-
ing U.S. insurance groups have anticipated
both the domestic and international insur-
ance requirements of the U.S. corporation
as it expands overseas'and are prepared to
offer today-in one unified market and on
relatively standardized policy formats-
global insurance programs that fall within
the capacity abilities of the named market.

There are several specific packaging ap-
proaches. For convenience | shall group
these by major lines of insurance.

The commercial and industrial propertv
are: The dominant reason for the package
approach here is the corporation's convic-

Continued on following page
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perspective

Foreign...

Conttnlied from preceding page
flection of distance, language problems,
variations in covel age, *underwriting
methods and exposures or desire on the
part of a subsidiary to protect valued
business relationships of long standing

Upon further inquiry, road blocks may
appear Instances may be found in which
coverages must be placed locally with
certain insurance companies or through
certain agents because of the require-
ments of local financing, reciprocity or
political benefit Difficulties can arise, as
well, in countries requiring local coverage
subject to severe penalities or restricting
exportation of reinsurance

Some of these problems may not have a
solution, but the rusk manager can obtain
valuable assistance in coping with the
broad range of foreign insurance prob-
lems from qualified insm ance brokerage
firms that have international experience,
captive company service capabil.ty, over-
seas branch offices and correspondent re-
lationships of long standing with leading
firms throughout the world

= Assist in conducting a multiple line pacity to underwrite the entire risk.
survey of all facilities abroad. This would

a captive-insurance company on an ad-
< In designing the underwriting vehi- vantageous oasis

involve evaluating risks and loss ccntrol cle, it is important to build into it an
activities, gathering underwriting data on economic community of interest among the risk manager in assuring the adequa-
a uniform basis and determining local insurers and reinsurers in order to- pro- cy of the communications necessary to

= The broker should collaborate with

service requirements. It would be expect- duce a stable coverage Also, the arrange- establish and operate the program These
ed that visits be made by representatives ment must include viable administrative communications through each of three
from the broker's local office or corre- pi ocedures, so that the plan will not pro- channels, the insured's, the insurer's and
spondent, that qualified engineers would duce reams of correspondence and con- the broker's, must be consistent and writ-
participate in the risk evaluation, and tinulng irrltation
that, when major plants or operations are

ten clearly and as non-technically as pos-
- The vehicle must provide for local sible. When the program is complex, visits
involved, a foreign insurance speciallst service as well as overall coordinanon should be made to all significant locations
from the broker s US organization would The broker's local offices or correspond- where service is required by representa-
participate ent offices can be particularly useful m tives of the broker's U S organization

e In collaboration with the risk man- communication, assistance with claims The broker should assist as well in the
ager, design and prepare detailed specifi- and local engineering services
cations for the master policies or, alterna-

preparation of manuals for use by local
= If It should prove to be desirable, managements outlining coverages and ad-
tively, the entire consolidated insurance the broker should make available from ItS ministrative and claim handling procedures
pi ogram These, together with complete U S staff, fire protection and safety engl- Realistically, establishment of a consoli-
data and surveys, would be set forth in a neers to survey hazards, internal loss con- dated foreign insurance program is not a
comprehensive underwriting presentation trol activities and fire protection and matter to be completed this year or possi-
to be submitted to the market as a basis safety engineering service requirements bly even nex: Foreign surveys are time
for obtaining competitive proposals so as to be in a position to coordinate consuming, as are, characteristically, decl-

= In the course of negotiation, arrange centralized loss control service programs sions by management concerning foreign
for a stiucturing of coverage so as to Such programs might well be designed in insurance Also, while master policies can
utihze insurers and reinsurers on the most a manner to combine the inspection and be effected with reasonable dispatch, local
advantageous basis Depending upon the consulting services of local and U S -based insurance is often written on a long-term
nature of the risk and the capacity re- engineers basis and expirations may be spread out
quirement, Lloyd's of London and other . It may be important, depending over a period of years Thus, the risk

foreign or domestic reinsurers might be- upon corporate objectives, to design a ve- manager is well advised to proceed on an

THE FOLLOWING are some of the come involved or, alternatively, negotia- hicle contemplating, either initially or at a orderly, programmed basis anticipating
ways in which the quallfied insurance tions entered into with a consortium of later date when loss patterns have clearly some of the problems we have discussed

broker should be able to assist

/Nnsurers.

Continued from preceding page

insurance companies with sufficient ca- emerged, participation in the program by and handling them as they arise

ness Interruption, or other property cover- third-party hability contract, offered in policies will not, in most cases, provide
ages that introduce potential catastrophe many overseas Jurisdictions, that does not local defense if the insured is sued in a
exposures, the global packaging approach cover claims arising outside of that named foreign court, a nonadmitted liability poli-
is similar excep: that it avoids formula Jurisdiction, or the increasing leniency of cy may or may not, depending on the

tion that it can achieve a 10-wer overall loss rating Probably the simplest method courts, including those m the U S to issuing market If it does not, the non-ad-
premium cost because of its overall favor- is this For risks that quali;y, stateside accept Jurisdictiori of claims arising in an- mitted liability contract becomes one of
able claim experience By lumping its pre- coverage on U S properties Is arranged other country The liability contract issued Indemnity, giving the carrier the right but
miums, both geographically and by class under the commercial property policy pro- in the country in which the claim arose not the duty to defend The standard U S
of business, and thus creating a broader gram of one or more domestic markets may well not follow and protect the m- umbrella liability contracts are usually
statistical base, it hopes to achieve a rating having both the required capacity and sured in a foreign court action werldwide and do not require further ter-
system that 8 sensitive to its own expen- worldwide facilities under common under-
ence The insurance underwriter must be writing management and accountability. EXCEPT FOR GENERAL liability, ret-
aware of this desire and be willing to offer Assuming the U S exposures predominate, rospective or experience rating has only prehensive fidelity bond can be a conven-
a sensitive or self-rating premium basis, the foreign real property and buslness m- limited application on the overseas portion lent vehicle for combimng various erline
The underwriter can do this, provided terruption exposures are added by en- of global casualty contracts. The reasons coverages for overseas operations with
- There is an absence of catastrophe dorsement to the domestic contract If for- are twofold. those for domestic This is accomplished
loss potential By this | mean an absence eign admitted coverage on such exposures * Vehicles comprising auto fleets must, normally by endorsing the domestic bond
oi insured losses of such size that when is required because of local regulations or in virtually every Jurisdiction, be insured to Include overseas exposures Admitted
compared to earned premium there is no because of important tax, currency or on a local admitted basis The rating base, underlyers written in the same market
realistic premium recovery potential other circumstances, then that same mar- including fleet credits, if any, 15 therefore may or may not be required, but if so, the
« |If a catastrophe loss potential does ket should provide the required admitted subject to local tariff or bureau require- master comprehensive bond acts as DIC
exist, that this potential be recognized as underlyers, the master commercial proper- ments interfering with underwriters' abil- over such underlyers It must be remem-
such by Insured, broker and underwriter ty policy acting as the difference in condi- 1ty to work a flexible rating program. bered, in the often difficult area of foreign

ritorial endorsement

The cnme area The broad form conn-

and the premium established to cover the
exposure be kept separate-in escrow so
to speak-and not subject to modification
purely as a result of the account's loss
experience

= The subj ect matters of insurance and
locations involve a minimum of "admit-

crime coverage, that the size of the aver-
age claim tends to be larger, and that
Tlossa=s rmryxay be sery=ssi—
tive, especially if the criminal is a local

adjustrmenrt of Ffideslity

national and the multinational employer is
bending over backwards to be a "good

sit must be remembered, in the area of foreign crime
cover, that the size of the average claim tends to be larger.’

neighbor" and maintain an impressive 10-
imMmage AAudit and security safeguards
considered normal in the U S may be
of, a central private insurance market or more difficult to install, maintain and
pool is essential, especially for full opera- tions vehicle That same market should Non-admitted difference in conditions monitor at remote overseas locations For
tion of the loss rating formula In our provide both domestic and overseas engi- portion of the global auto premium alloca- these reasons, that portion of the fidelity
experience, we find it advisable first to neering and claims facilities in accordance ble to the DIC can be included in the retro premium applicable to overseas may be
group together those property coverages with its established company network As- agreement proportionately larger and other under-
that would be akin to those included un- suming that it creates no insurmountable » Basic workmen's compensation in- writing safeguards may be required, such
der a manufacturers output form, and to capacity problems for the market or mar- surance is, today, a function of the state in as a lower policy limit and a higher pei
loss- or experience-rate these kets selected, maximum buying leverage more than 80% of world Jurisdictions, occurrence deductible
will be achieved by concentrating in a again diluting underwriters' abllity to ap- The age of tne multinational corporation
LOSS RATING techniques may range m single market or market group both the ply on a global basis one of standard U S is upon us, demanding this sort of packag-
method from simple return of premium if global loss rated output or inland marine retro plans on an unmodified basis to ing Certainly there are problems, not the
the earned-incurred loss ratio during the coverages, and m a separate commercial global compensation covers Depending on least being a host of nationalistic restric-
pollcy period falls below an agreed level, property contract, the real property and the overseas jurisdiction and the composi- tions imposed by sovereign Jurisdictions

ted" insurance requirement problems A — cal

free-flow of premium into, and losses out

to approximations of casualty "retros " It business interruption coverages

is difficult to suggest any typical or sam-
ple formula In our underwriting experi-
ence, each account differs so much from
each other account that to do so could be
most misleading Smaller deductibles are
implicit in this approach-say in a $1,000
to $2,500 area For ease of administration
and to allow a flexible premium program,
the overseas exposure should permit a
predominently non-admitted program, and
the stateside exposures should involve
classes of business relatively free of rate
regulation and countersignature require-
ments This again leads us to the conclu-

sion that the inland marine exposures are

The casualty area Much of the reason-
ing behind global property packaging and,
mdeed, many of the techniques, apply
equally to the casualty area Many, in fact,
originated with the casualty underwnters
Casualty "retros,” ~wrap ups" (i e gener-
al liability and/or workmen's compensa-
tion cover insuring prime contractors, sub-
contractors and, optionally, suppliers on
course of construction risks) and differ-
ence in conditions or excess programs over
local admitted insurance are all examples
of casualty packaging in regular use today
One aim of all these programs is to provide

most ideally suited to the loss-lated %Iobal broad coverage at a price reasonable to
S

account approach since, both dome

ically both insured and underwriter Another IS

and overseas, inland marine insurance iS simply to make available to the mult_na-

not as tightly controlled by state or na- tional corporation coverage that is unob- domestic comprehensive general liability

tional regulatory bodies

Now, as respects real property and busi-

tamable at any price in many local markets
Consider, for example, the stancard

tion of his overseas work force, the in- limiting to some extent our ability to buy
sured may still have the option to provide or sell such packaging But the progressive
voluntary U S cornpensation on a narned corporate insurance buyer and his broker
state or state of hire basis for his U S or will not be denied access to those global
even third-country nationals If these vol- facilities and techniques described here
unt-iry compensation employe groups are Those U S markets that have anticipated
sufficiently large, It may make sense to these needs are ready to fill them "
incorporate them into the U S retro pro-

gram To this extent at least the aims of Henry G Parker lll ts a graduate of

global loss rating will have been served Princeton Universety and attended the Unt-

The insured's U S comprehensive gen_ cersity of Pennsylvania Law School He
eral liability policy, endorsed to cover has been assoc:ated unth Chubb & Son
worldwide, is the normal and in fact ideal since 1949 He partlezpated zn the formatton
insuring vehicle for global I%)eneral liability of the company's tnternattonal division tn
exposures, either on a full drop down 1957 and has, for the past sevel-al vears,
(first dollar of loss) basis, or as the DIC or served as dtiw.on manager In add:tion, he
excess contract over local admitted gener- w up of Federal Insurance Co and of vigi-
al liability coverage purchased on an ad_ lant Insurance Co He ts also chatrman of
mitted basis from the market that writes the board of dtrectors of La Fedeacion,
Compama de Seguros, Caracas, Venezuela,
and a director of La Federation Europeenne
UNDERLYING ADMITTED liability d'Assurances, Bnissels



Me Blind Guess.

He always stands in the way of progress.

You want to improve operations. But the data your
insurance company gives you ts too general.

You can't see the problem areas. And end up
making decisions on a hit-or-miss basis.
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Here's your 1971 international services listing

CHICAGO--This is the 1971
Business Insurance listing of inter-
national services containing de-
scriptions and locations of services
that are available to risk managers
and employe benefits administra-
tors of companies that expand
overseas or have installations in

foreign countries.

S. B. ACKERMAN ASSOCIATES
500 Fifth Ave., New York, N.Y.
10036

TELEPHONE: 212-736-7766

SERVICES: Consultants (no in-
surance sold) on employe benefit
and property-liability insurance to
industrial organizations, public in-
stitutions and governmental bodies

on a worldwide basis.

AFIA

110 William St., New York, N.Y.
10038

TELEPHONE: 212-964-4990
CABLE: AMFORIA

SERVICES: Writes property, ma-
rine, casualty and surety cover-
,ages through 200 branches in

TELEPHONIC CLAIMS SERVICE

24 Hour Countrywide Service.

FOR CASUALTY COMPANIES

AND SELF-INSUREDS.

SAVES: Time; Expense

AVOIDS: Paper work; Travel
PRODUCES: Immediate results

Licensed and bonded in New York State

A Division of

CLAIMS SERVICE BUREAU

of New York Inc.

A Fully Complemented Office and Field Staff Organization
21 HEMPSTEAD AVENUE, LYNBROOK, N. Y.

(212) TW 5-2400

(212) AX 7-5522

(516) LY 3-2440

more than 80 countries. AFIA of-
fers up-to-date information about
insurance forms and regulations
in countries overseas to agents,
brokers and insureds in the U.S.
through its branch offices located
in New York, Chicago, Dallas,
Houston, Los Angeles, San Fran-
cisco and Washington, D.C.

ALEXANDER & ALEXANDER,
INC.

225 Broadway, New York, N.Y.
10007

TELEPHONE: 212-90 4-6800
CABLE: ALEXALEX
SERVICES: International division,
headquartered in New York, op-
erates in Europe through eight
A&A controlled subsidiaries,

muda, offers coordinated pension
plans funded in various curren-
cies. An employe who has served
in several countries, and whose
pension has been funded in local
currencies, can obtain retirement
in the country and currency of
his choice. - Other services: plan
design, acturial, investment and
administrative.

Another affiliated company, Al-
exander & Alexander Services,
Ltd., operating in Calgary, Mon-
treal, Toronto, and VVancouver,
Canada, offers a full range of
consulting actuarial services in
Canada.

AMERICAN INSURANCE CEN-
TER

*ih business insurance
VV international

owned jointly with prominent Eu-
ropean brokerage firms with of-
fices in 28 key cities in the Nether-
lands, Belgium, Germany: France,
Italy, Ireland, England and Spain;
in the Far East through offices in
Hong Kong and Tokyo, and in Lat-
in America through an expanded
network of subsidiaries. Services
include risk management, insur-
ance placement, loss cor-trol and
employe benefits.

An affiliated company, Alexan-
der International, Hamilton, Ber-

S[Rt!15(em)&[Rflow

A SOUND EQUATION.
TO COMPETITIVE QUOTATIONS WE ADD

| the experience and reputation of
Europe's foremost group benefit

insurers

| unbeatable service which only

large nationally-based carriers can

orovide

m 100% of dividends from international
accounts as of the first year
I high dividends paid locally within

each country

| international accounts prepared

regularly for each client

I Multinational Program, which organizes all
national plans under a single document

| coordination of all plans by a full-time staff

experts

of American and European

I all documents, from proposals to employee

information programs, in English as
well as other major languages
m transfer of benefits guaranteed for

itinerant employees

feasible

m unallocated funding of pensions wherever

These services are gratuitous, whether provided through America's
leading insurance carriers, brokers and consultants or through the
rue du Pont Neuf 17 - 1000 Brussels - Belgium.

Insurope Secretariat:

Tel. (02) 18.16.30

Telex 227.66

MULTINATIONAL ASSOCIATION

INSUROPE

OF GROUP BENEFIT INSURERS

562 Blvd., Kenilworth, N.J., 07033
TELEPHONE: 201-272-6300
SERVICES: Lloyd's of London
correspondent in London offers
the following classes of insurance:
coin-operated laundry package
insurance, automatic car wash
package insurance, primary and
excess cargo and ocean transit
covers, franchise property and
liability programs, excess liabili-
ty, difference in conditions, inter-
national risks. Capable of estab-
lishing a complete property and
liability program for any national
and international operation based
in the U.S.

AMERICAN
GROUP INC.
102 Maiden Lane, New York, N.Y.
10005

TELEPHONE: 212-344-9200
SERVICES: One or more subsidi-

aries issue policies on practically
insurable

INTERNATIONAL

every known risk

throughout the noncommunist
world through a global network
of branches, agencies and claims
offices in more than 130 coun-.
tries. In many cases this service
includes engineering and loss pre-
vention facilities.

Its subsidiary, American Life
Insurance Co., is headquartered
in Wilmington, Del. with offices
and agencies worldwide.

AMERICAN INTERNATIONAL
REINSURANCE CO., INC.

P. 0. Box No. 152, Hamilton, Ber-
muda

TELEPHONE: 2-8121

CABLE: AIRCO

SERVICES: A member of the
American International Group.
Reinsurance through its treaty
partners; off-shore employe ben-
efits programs for third country
nationals; locally written employe
benefits program in over 100
countries and local administration
and service facilities; compiles in-
formation on all aspects of inter-
national employe benefits in any
of the countries where it operates
and makes this information avail-

able to its clients.

JAMES W. BARRETT COMPA-
NY, INC.

1140 Connecticut Ave., N.VW_,
Washington, D.C. 20036
TELEPHONE: 202-296-6440
CABLE: INCHMAREE
SERVICES: The company is an
insurance brokerage with the fol-
lowing international services un-
derwritten at Lloyd's of London:
TRAVEL-PAK, an all-risk policy
covering personal and household
effects during transit and while
the effects are in any country
other than the United States;
AUTO-PAK, a companion policy
written in excess of Minimum
compulsory automobile limits, de-
signed for Americans residing
overseas. Auto-Pak can also be

adapted for group or fleet expo-

sures; TRANSIT-PAK, all risk
coverage on household and per-

sonal effects and automobiles
while in transit anywhere in the
world. This policy is available to
corporations for employes going

overseas.

BF & M MANAGEMENT LTD.
Insurance Bldg., P.O. Box 1007,

Hamilton, Bermuda
TELEPHONE: 2-4404

CABLE: BDAMAN Bermuda
SERVICES: Manages "captive"
insurance companies in Bermuda
and offers applied experience in
banking, insurance, reinsurance,
law and accounting. Established
by Bermuda Fire and Marine In-
surance Co. Ltd.

CONTINENTAL
cos.

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

TELEPHONE: 212-553-8253
SERVICES: Foreign department
provides broad facilities for all

INSURANCE

property and casualty lines in
virtually all places in the free
world. Underwriting and produc-
tion offices for international busi-
ness are maintained in New York,
Los Angeles, Chicago and Dallas,
backed by worldwide local facili-
ties.
DESPARD INTERNATIONAL,
INC.

161 William St., New York, N.Y.
10038

TELEPHONE: 212-964-9100
CABLE: DESPARD

SERVICES: A subsidiary of Fred
S. James & Co., Inc. Provides all
services and all lines worldwide.
Brokers, average adjusters, em-
ploye benefit planning. Maintains
long-term correspondent relation-
ships in major cities worldwide.
Emphasis on merchant marine-
fleets, ocean cargo, etc. Covers all
phases of manufacturing opera-
tions of American companies

overseas.

FIRST INSURANCE MANAGE-
MENT CcOsS.

835 Glenside Ave., Wyncote, Pa.,
19095

TELEPHONE: 215-WA 7-3404
CABLE: RISKONTROL, Wyncote,
Pa.

SERVICES: Consulting risk man-
agers and insurance consultants
to commerce and industry han-
dling risk and insurance on an
international level serving clients
throughout North America, South
America and Europe. Internation-
al service offices are located in
San Juan, Puerto Rico and Co-
penhagen, selling no insurance.

F M INSURANCE COMPANY
LTD.

Kingsgate House, 66/74 Victoria
St., London, S.W. IE BSQ, Eng-
land

TELEPHONE: 01-828-7799
CABLE: FACMUTS, London SWI
SERVICES:
firm is owned and operated by
the Factory Mutual System, Nor-
wood, Mass., to provide property
insurance coverage, reinsurance,
and loss prevention engineering
in countries outside of the North

This international

American continent. Inspection
service, consulting, appraisals,
loss adjustments and insurance
plans supplied in its engineering
services. For branch locations of
North American companies, de-
tails may be negotiated directly
wish representatives of any of the
Factory Mutual Cos. Negotiations
may be transacted at the factory
or office abroad with a represent-
ative of the company.

FOREIGN CREDIT INSURANCE
ASSOCIATION
250 Broadway, New York, N.Y.

10007



TELEPHONE: 212-349-2160
CABLE: FORCREDINS
SERVICES: FCIA is an associa-
tion of leading marine and cas-
ualty insurers which, in coopera-
tion with the U.S. government
owned Export-lmport Bank of
the United States, insures the for-
eign trade credit risks of U.S.
exporters. This insurance covers
such risks against default or long
delayed payment due to either
insolvency of the foreign buyer or
to political action beyond the con-
trol of seller or buyer. Exporters
use FCIA insurance not only for
loss protection but also for facili-
tating the financing of their for-
eign receivables.

JOHN HANCOCK
LIFE INSURANCE CO.

200 Berkeley St. Boston, Mass.
02117

TELEPHONE: 617-421-2168

SERVICES: John Hancock Inter-
national Group Program offers
group pensions, life and health

MUTUAL

insurance worldwide through a
network of 20 major overseas life
insurance companies. Net cost
control and multi-national expe-
rience rating of insurance cover-
ages; modern pension contracts in

most countries.

HINCHCLIFF INTERNATIONAL,
INC.

90 John St., New York, N.Y.
10038

TELEPHONE: 212-964-3413
SERVICES: Specializing exclu-
sively in accident and sickness
insurance benefits for personnel
engaged in work, study, or train-
ing activities outside their home
country. The program has been
utilized by industrial and non-
profit organizations for their em-
ployes, trainees, and third coun-
try nationals overseas.

INSURANCE COMPANY OF
NORTH AMERICA

1600 Arch Street, Philadelphia,
Pa., 19101

TELEPHONE: 215-241-4000
CABLE: INA

SERVICES: Writes property and
liability coverages. Domestic
property portion is evaluated in
conjunction with the international
portion and in the liability area
can include domestic and interna-
tional liability exposures in one
policy in the U.S. Service facili-
ties located in major cities of 110
countries in Europe, Asia, Africa,
Australia and Latin America, in
the.U.S. and Canada. International
head offices are: Europe-Brus-
sels, Belgium; South Africa-Jo-
hannesburg; Latin America-Phil-
adelphia, Pa., U.S.; Australia-
North Sydney; Orient-Hong Kong.

INSUROPE

rue du Pont Neuf 17, 1000 Brus-
sels, Belgium

TELEPHONE: (02) 18.16.30
SERVICES: A multinational asso-
ciation of group benefit insurers.
Gratuitous services provided
through carriers, brokers, con-
sultants or the INSUROPE Secre-
tariat. Dividends paid locally
within each country, coordinates
multinational programs, prepares
all documents in English and
Yther major languages, guaran-
teed transfer of benefits for itin-

erant employes.

JOHNSON & HIGGINS

95 Wall St., New York, N.Y. 10005
TELEPHONE: 212-944-3160
SERVICES: International services
as brokers, average adjusters and
employe benefit plan consultants.
[N addition to its network of of-
fices in the U.S. and Canada, the
firm has 23 offices in Latin
America, Europe, Asia and Aus-
tralia-New Zealand. Exclusive
correspondent relationships with
leading brokers and employe ben-
efit consultants in Europe, Africa,
Latin America and the Pacific.

Together with six of Europe's
leading insurance brokerage and
employe benefit consulting firms,
Johnson & Higgins has estab-

national companies plan employe
benefit programs throughout Eu-

rope, the Middle East and North
Africa.

h business insurance
CV international

lished Employee Benefit Consult-
ants A.G., also referred to as
EUROBEN. The new corporation,
based in Zurich, will help inter-

LAWSON, STEWART & Mc-
CORY

3807 Wilshire Blvd., Los Angeles,
Cal. 90005
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TELEPHONE: 213-380-1331.
CABLE: LASTORY

SERVICES: Insurance brokers,
average adjusters, employe bene-
fit plan consultants. The firm of-
fers its GROUP VIl plan-a
structured, formalized program
for corporate self-insurance--on
an international basis. Through
arrangements with affiliated
companies and representatives,
around the world, the complete
GROUP VIl self-insurance con-
cept is available internationally,

anywhere self-insurance is per-
mitted.

Recordkeeping Requirements
Wiar&=Steiger Occupational Safety and

Health Act of 1970.

NAL EMPL®YEW

MARSH & MeLENNAN, INC.

70 Pine St., N.Y., N.Y. 10005
TELEIPHONE: 212-943-2000
CABLE: MARSHOLENN
SERVICES: Local service and
consultation throughout most of
the free world, covering both
general insurance and employe
benefits through Marsh & Mc-
Lennan International, Inc., a sub-
sidiary. The subsidiary has sub-
sidiaries and/or affiliated and as-
sociated companies in all of South
America, Europe, Africa, and the
Pacific. Technicians trained in

Continued on page 74

US. DEPARTMENT OF LABOR
OCCUPATIONAL SAFETY AND HEALTH ADMINISTRATION

, can you meet the recordkeeping requirements of OSHA 1970 ?

The Computer Claims Control system provides a RECORDKEEPING COM-
PLIANCE GUARANTEE, and, most important, it provides risk managers
and safety directors with a tool for effectively controlling corporate costs
of accidental loss. The system is simply and economically installed and easily

administered.

The Computer Claims Control system is a complete information
system with a comprehensive approach to aid in the accomplishment

of:

1. Internal cost control - All loss and insurance data is
collected, organized, and regularly communicated to

management.

2. External insurance marketing - A current and pertinent
data breakdown is provided for knowledgeable marketing
of a corporation's risks to insurance underwriters.

3. OSHA 1970 recordkeeping - A comprehensive set of
records of occupational injuries and ilinesses is provided
along with a RECORDKEEPING COMPLIANCE

GUARANTEE.

THE COMPUTER

CLAIMS CONTROL SYSTEM CAN BE

ADMINISTERED BY YOUR OWN INSURANCE DEPARTMENT
OR BY YOUR INSURANCE AGENT.

Fill out and mail the coupon for complete details.

Please furnish me with complete information on how the
Computer Claims Control system provides effective cost
control of accidental loss and OSHA recordkeeping.

NAME

TITI E

COMPANY

ADDRESS

COMPUTER CLAIMS CONTROL

P. O. BOX 2827, AMARILLO, TEXAS 79105

A DIVISION OF MANAGEMENT INFORMATION SYSTEMS, INC.
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dates for buyers

September 20-22, American Management Association wcrkshops,
Modernizing the Pension Plan" and "Modernizing the Group Insur-
ance Plan,”" AMA Management Center, Chicago. For more information
write the AMA, 135 W. 50th St., New York, N.Y. 10020.

September 22-24, American Management Association workshops,
"Modern Corporate Insurance Management" and "Risk Management
Clinic," AMA Management Center, Chicago. For more information
write the AMA, 135 W. 50th St., New York, N.Y. 10020.

September 27-29, American Management Association orientation,
"Special Risk Underwriting and Markets," AMA headquarters, New
York, N. Y. For more information write.the AMA, 135 V. 50th St.,
New York, N. Y. 10020.

October 4-8, Trainers of Commercial Drivers Course designed for
those responsible for the development of driver training programs and
the training of drivers in motor fleets, University Park Campus, Penn
State University, University Park, Pa. For more information write
The Continuing Education Conference Center, The Pennsylvania State
University, University Park, Pa. 16802.

Listing...

Continued from page 73

U. S. practices of insurance and
employe benefits are available to
interpret the local requirements
and develop solutions consistent
with the U. S. headquarters.

ROYAL-GLOBE
COMPANIES

150 William St., New York, N.Y.
10038

INSURANCE

TELEPHONE: 212-732-8400
CABLE: ROYAL

INTERGLO (Internartional
dept.) ROYMARDEP (Marine
dept.)
SERVICES: Writes property, cas-
ualty, marine, fidelity, surety,
boiler and machinery coverages
in 90 countries through branch
offices, subsidiaries, or general
agencies. Blends underwriting of
multi-national exposure or will

underwrite foreign

insurance
only. Major offices in London,
Toronto, Melbourne, Capetown,
Karachi, Hong Kong, Singapore
and throughout Europe and Latin
America. Full services available
in most areas for boiler, machin-
ery, electrical equipment through
U.S. facilities or those of the Brit-
ish Engine (of the U.K.). Details
of insurance requirements or leg-

TELEPHONE: O1-36 03 03

SERVICES: Employe benefits, in-
dividual and group life insurance
and pensions, death and disabil-
ity. long term disability and daily
sickness and accident allowance
coverage, health insurance in
countries where it is customary.
Flexible funding methods such as
deposit administration, managed
funds, etc. Experience rating,

h business insm,nee
UV international

islation in foreign countries avail-
able upon request to the firm's
international department in New
York.

SWISS LIFE INSURANCE AND
PENSION CO.

General Guisan Quai 40,8022 Zu-
rich, Switzerland

Mutomatic"Sprinkler
Rate=of-Rise

the world's most widely accepted

fire detection system.

?.Z
;

Within seconds, Rate-of-Rise responds to
abnormal temperature rise, and actuates
a wide variety of positive fire protection
functions including:

Fire Department Notification

- Alarm System
Suprotex® Pre-Action Sprinklers
Suprotex Deluge System

Fire Door Operation

-1 1

- 1 ——

Cri—-IL,/

Control Valves, Electric Switches, Dampers etc.

Rate-of-Rise is the proven detection
method. It performs well in any ambient
temperature (from cold storage to drying
ovens). And, when teamedUith
"Automatic" Sprinkler Suprotex, delivers
the optimum in fire protection - early
warning, life safety, minimal water damage
and property loss.

For more information, write to

Mr. R. L. Pardee, Manager of Marketing
Services, Dept. 1-B, "Automatic" Sprinkler
Corporationof America, Box 180,
Cleveland, Ohio 44147.

® Registered Trademark, "Automatic" Sprinkler Corporation of America.

4943 ~L.AL,

CORPORATION OF ANMERICA
CIEVELA N O. OHIO 44147

Division of A-T-O Inc.

both local and multi-national,
with stop-loss cover to prevent
loss carry-over, portability of
pensions, up-to-date information
service on laws, practices, taxa-
tion, social security and custom-
ary benefits in Western Europe.
Branch offices located in Munich,
Paris, Amsterdam, Brussels, and

London.

TOWERS, PERRIN, FORSTER &
CROSBY, INC.

Three Penn Center, Philadelphia,
Pa., 19102

TELEPHONE: 215-568-1200
CABLE: TPFANDC

SERVICES:

International con-

sultants to management with of-
fices located in ten cities in the
U.S.; Montreal and Toronto, Can-
ada; Brussels, London, and Wies-
baden, Western Europe. Provides
consulting in total compensation
planning, cash incentives, em-
ploye benefits, actuarial and re-
lated mathematical services, or-
ganization and manpower plan-
ning and development, personnel
management, behavioral systems

and corporate cornrnunications.

WACKENHUT CORPORATION
3280 Ponce De kon Blvd., Coral
Gables, Fla. 33134

TELEPHONE: 305-445-1481
SERVICES: Provides investiga-

tive and security services on an
international basis. Overseas of-

fices include: Rio de Janeiro, Bra-
Zil;
Domingo, Dominican Republic;

Bogota, Colombia; Santo
Quito, Ecuador; Caracas, Vene-
zuela; Rome, Italy; and Rio Pied-
ras, Puerto Rico.

A. YARCHIN & CO., INC.

15 Broad St., Boston, Mass. 02109
TELEPHONE: 617-742-7654
CABLE: YARCHIN, BSN
SERVICES: Specialty operations
in Puerto Rico, the Virgin Islands,
Nassau, Trinidad and other Car-
ibbean islands. The company
serves manufacturing and mer-

cantile firms in particular.

ZURICH-AMERICAN INSUR-
ANCE COS.

111 West Jackson Blvd., Chicago,
Il., 60604

TELEPHONE: 312-922-3124
CABLE: ZURICH INS
SERVICES: Coverage consulta-
tion, underwriting, claims (all
lines) including property, liabili-
ty, marine and employe benefits.
Transferring coverages from one
country to another; analyzing' 10-
cal insurance programs of foreign
branches and adapting them to
correlate with overall corporate
plans; complementing foreign
policies with master or umbrella
contracts. Representation in 26
countries of the free world, with
cooperative arrangements with
other companies in various coun-

T O — =

Who's who

"Who's Who in Risk Manage-
ment,” a compilation of 600 biog-
raphies of risk managers, has been
published by the Weekly Under-
writer. Copies at $15 each may be
obtained from the publication at
116 John St., New York, N. Y.
10038.



AIG training program is plugging
personnel gaps in 133 countries

NEW YORK-The order may
originate in Upper VVolta, Afghan-
istan, lceland or any one of the
130 other countries in which the
American International Group
Inc. affiliate, American Interna-
tional Underwriters is represent-

ed: Send help.

direction of Mr. Monk, they are
learning the insurance business.
"Originally, the training pro-
cedure in most insurance compa-
nies was a matter of giving the
trainee a book to read and then
booting him out,” Mr. Monk said.
"Well, we don't send people out

ta business insurance
VS' international

Given even the climbing rate of
unemployment, the chances are
slim of finding a young, experi-
enced insurance executive with
command of the native tongue,
knowledge of the cultural and
historical background and enough
familiarity with international eco-
nomics to represent an organization
worth $2.7 billion worldwide. So,
you make one.

Norman Crafts, AIG's assistant
vp and director of manpower
planning, finds the person. Wil-
liam Monk, director of the group's
education and training department,
molds the person. The whole proc-
ess takes almost two years and can
cost AIG as much as $20,000.

THE HUNT usually begins at
the Thunderbird School of Inter-
national Management in Phoenix,
an Air-Force-base-turned-execu-
tive-factory staffed by retired
successful businessmen. Its 750
students are earning either a
post-graduate, one-year bache-
lor's degree or a two-year mas-
ter's certificate, and, typically,
are between 24 and 30 years old,
have survived the military and
have either worked or traveled
extensively overseas.

"Two-thirds of their graduates
usually want to talk to us," Mr.
Crafts explained during a guided
tour of the AIG training facilities.
"We'll get 300 resumes and three
of our people will end up inter-
viewing 140 to 160 graduates in
three days. Of those, we'll usually
bring back seven or eight. One
year we brought back 20."

Candidates from the graduate
business schools of large Eastern
colleges are also frequently
screened and, occasionally, unu-
sually industrious young nation-
alist employes of foreign offices
are imported for training if they
are highly recommended by their
American bosses.

"Because our policies are issued
in the local language and paid for
in the local currency, language
fluency is a primary qualification,”
Mr. Crafts said. "Most of the peo-
ple we eventually take on are flu-
ent in English and two other
languages. Some can speak as many
as 12. Maturity-both emotional
and social-is also important and is
judged primarily through multi-
ple, in-depth interviews. If a can-
didate is married, we also inter-
view the wife. We want to be
sure she is compatible to foreign
assignment. We don't want a man
to fail because his wife is unable
to buy thread in the market-
place.”

THE FINAL decision to hire a
candidate is made after consulta-
tion with as many as six sanior
executives. Even Maurice R.
Greenberg, president of the par-
ent senior company of AIG, C. V.
Starr Co., frequently interviews
prospective trainees.

This year, 31 socially and emo-
tionally stable, at least bi-lingual
and cross-culturally oriented cor-
porate newcomers survived the
screening process. Now, under the

and then keep our fingers crossed.
We originally had a six-month
program, but we've been off that
for two years now. We found too
many problems with a program

where you took a young man who
knew nothing-- about insurance in
January and shipped him out in
June or July. Now these men go
to their assignments with expertise
in at least one line so that they
can make a real contribution once
they arrive.”

Much of the schooling is indi-
vidually programmed, and a very
definite psychological orientation
to the company is built in from
the start.

"WE'RE NOT mass-producing
here,"” Mr. Monk stressed. "We
send out inquiries to department
heads and ask for their projec-
tions of personnel needs. Our pro-

Continued on page 81
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Cheap insurance
may be just that.

The lowest insurance premium isn't always the
bargain i- seems. Often the lowest premium means
the least coverage. The full value of your insurance
program is most obvious at the time of a
catastrolhic loss. Then you want the best protection,
not the cheapest. The man from Latham-Stevens can
get you the broadest coverage in relation to the
premium dollars available. Call the man from
Latham-Stevens and get a real insurance bargain.

Tm Latham-Stevens Company

Harrisburg, Pa.- (717) 232-6661
Buyers of Insurance for Commerce, Industry and The Family.

RtsiIkKe an
Ar onmnaut.

Aworkmen comp pmgmm
as individual asyourdient.

The Argonaut fit can't be stamped out of standard formulas.
We hand-tailor workmen's compensation programs one at a time.
Since the shape of a particular business is unique, we plan a unified
program of coverages and service to match.

We do it with specialists. Underwriters, safety engineers, claims
men, and auditors who concentrate on one type of business. They
know the exposures peculiar to your client. Which safety measures
and loss control methods have proved most effective. How proper
payroll auditing keeps premiums at a legal minimum.

It's designed to fit your client's needs like a glove. No gaps.
No bulges. No loose ends. But still flexible enough to give as
changes occur.

If you're sizing up a major comp client, call Argonaut. We can
make the difference.

@ Argonaut Insu

me Office:

ce Companies

fornia

Principal Offices: San Francisco, Los Angeles, Portland, Boise, Dallas, New Orleans,
Chicago, Minneapolis, Atlanta, Philadelphia, New York and other major cities.
Overseas: Saigon, Vietnam; Bangkok, Thailand.
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Product liability against
a foreign manufacturer

accessibility of the manufacturer in another state where the com- your difficulties in product habil-

mvolved who iS accessible And action involves two countries,

But there IS usually a distributor pany is incorporated When the ity actions mount "

So far, the percentage of prod-

under a strict interpretation of lia- however, you've got to face a ple- uet liability cases agamst foreign

bility, he id clearly assailable.
If the foreign manufacturer three of them
maintains a sales and/or market-

thora of new questions. Here are manufacturers has been small

And likely to remain so

- Does the U S have trade or One reason is that few imports

PHILADELPHIA - Assume product liability actions involving ing subsidiary in the US, you're commercial treaties with the reach American consumers (indi-

your company has purchased imports as you would use on do- in luck But, warn the experts, country involved’
some equipment made overseas mestic products

It proves defective-breaking
down, blowing up, falling apart
You want to bring a product lia-
biltty action

But who do you go after? The
distributor? The distributor and

not all such firms are actually

viduals or companies) in the state

- Was the defective product in which they were imported

- Go after the party or parties subsidiaries of their presumed (or part or raw material) actually They often undergo processing, or

business insunnee

from the foreign manufacturer's are combined into subassemblies,
country-or was It, in turn, un- or are modified and adapted
ported from a third country, In some cases, the experts note,

= Where did you actually take only the trademarked name on

WYV international

the manufacturer) Or the manu-

facturer alonep And if it's neces-

title to the product?

DR. JOSEPH A. RICH, an at-

sary to file suit against the manu- who have the money to pay dam- overseas parent If no corporate torney and professor of manage-

facturer, is there any chance of ages
actually doing so'>

Product liability expert.s agree the damages merits pursuit. goods were made

that boiling down all the answers Would you, for instance, chase a Here, the' going gets stickier

to a few rules of thumb IS diffi- $2,000 claim to Italyp
cult But,
they suggest

in essence, here IS what

1--
1H#1 =: ‘ ,
1A %15 ,=
1 The Elusive Credit Check
—irmTT—" " 9

Evaluating customer credit wofthiness

A can be a real problem. You can make
1 smarter, more confident decisions with
I's professional evaluatiéns to

13(%) gAuiﬁe you.

“ha:Ge,

You could make a rough com-

tie exists, you've got to take your ment engineering at Newark Col-
- Determine if the amount of suit to the country where the lege of Engineering, specializes in

product liability He sums it up
this w:ay
"Businessmen try to pass their

parison with legal actions in the risk on to the next guy m line.
ONE OF THE biggest problems U S -a product liability claim in And as soon as you cross any
» Use the same approach on in cases involving imports is the one state that must be processed boundaries (state or national),

w ACI defends your
pital.
Cred] FIS :

The Slinking Slow-Payer
ACI can stiow you how to keep
slow-pays from attacking

; yourworking capital and

The Galloping
Bankruptcy. .
A defaulflby a major (4

customer can run you down i i N
before you know it. An ACI & 1

»- 4425=>#*44F

allop |ng* 1) " *,ime>
nkru tcies wa 9 42 MI <4
W|th eas And 1AM -L
the cost is Iow— miTres =&
usually a small fraction of .., w
1% of your sales volume. al&-1 ft “ _
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Get the facts |

fromACI, 1

the recognized
AMERICAN CREDIT INDEMNITY Ieader |n

gs,® EFESSIIESC credit insurance.

*-- -i» p solid

-i'/4//16/4 ,44*t\ getting to your profits.

TheVicious Sales-Killer.

This deadly creature lies in wait for
a companies whose salesde-
partments have lost their
nervebecause of customer

credit worries. ACI quick.

, ly puts him to flight and

6)F<5°’fee%{{|‘6‘hsﬂ%srﬁrf8§”§“

* T%
The Dread
Capital Crunch.
f The Capital Crunch
makes it difficult for you to
borrow what you need. In-
suring your receivables
w th ACI foils the Crunch
N - because lenders, and
suppliers are reassured
\»by this guaranteed
- value. Better
collection
helps cut
' borrowing
needs,

too.

American Credit Indemnity Company
201 N. Charles Street, Dept 1024
Baltimore, Md 21201

Gentlemen Please send me your book,
"Play It Safe with ACI"

Name
Company
Address

City State Zip

the case or housing of the product
is native to the U S. -

Measure

mightchange

comp system
HARRISBURG, Pa -Legislation

introduced in both branches of the
general assembly here calls for
some major changes for the state's
workmen s compensation system
The changes have the support of
Gov Milton J Shapp

Under the bills, the existing sit-
uation under which "administra-
tion of the workmen's compensa-
tion act rests principally in the
hands of insurers rather than the
state" would end Introduced by
Sen VW Louis Coppersmith, the
legislation would

- Require insurers to com-
mence payment of benefits within
15 days after notice of an injury
and enable successful claimants
to recover reasonable counsel
fees

- Extend from 16 months to
two years the time in which
claims could be filed

- Require referee or board
approval for fees charged in all
cases by claimant's counsel At
present, fees are fixed by the
comp board on request The stand-
ard maximum fee would be 20 %
of the award, but higher fees
could be authorized at the discre-
tion of the hearing officer

- Rernove statutory limits on
salaries of board members and
referees and place the referees
under the state civil service sys-
tem Referees, now appointed by
the governor, would be named by
the state secretary of labor and

industry -

Common .

Contznued from page 64

cently visited Britain gave these
comments at a special insurance
seminar at Sussex University on
European attitudes

Dr Reimer Schmidt, director
general of the Aachen and Mun-
ich Insurance Group. "The need
in Europe IS to strike a compro-
mise between the necessity to
keep or create the right condi-
tions of security, and the similar
need to provide the right degree
of commercial opportunity Insur-
ance contract law must be har-
monized by compromising be-
tween both strict and mild legal
systerns which are at present in
force But supervisory bodies are
Nneeded to ensure that contracts
can always be fulfilled "

Dr M Luzzatto, general man-
ager of the Italian Reinsurance
Union "Directives which are be-
ing reached after years of study
in Europe may have to be re-
vised, and though the peculiar
nature of the London market, in-
cluding Lloyd's, will have to be
taken into account, | hope these
will not be substantially upset "

So when will the champagne be
drunk to celebrate untty among
European insurers9 Well, it might
have to stay on ice for years with
such a host of technical problems,
to say nothing of international le-
gal and tax system dilemmas, to
be solved by so many countries -



S. Africa ...

Continued from page 66

sitions,” it means very little as,
under the laws made exclusively
by whites (who constitute only
17.7 % of the country's 21.3 mil-
lion inhabitants), blacks can nev-
er supervise whites.

In evaluating South African la-
bor laws -'and practices it should
be noted that 90% of the workers
in the mining industry are non-
white, all but a few being Afri-
cans (as opposed to "coloreds"”
and "I ndian s"-the other non-
white classifications under South
African law). In construction and
manufacturing, Africans comprise
almost 70% and 50% of the re-
spective labor forces. Briefly,
here are some examples of the
legal barriers that block efforts to
improve wages and benefits for
employes:

- Under the industrial concili-
ation act of 1958, Africans are
barred from membership in trade
unions and are denied the right to
participate in collective bargain-
ing. In many industries, white
workers make wage and condition
agreements with the employers
for themselves and for the Afri-
cans. Under law, the Africans, al-
though

not represented,
bound to these agreements and

face stiff jail sentences if they

are

refuse to comply with them.

- All Africans earning less
than $764 a year ( an estimated
90% ) are excluded from the
South African government's con-
tributory unemployment insur-
ance scheme.

- Under the Bantu labor reg-
ulation act, no one is allowed to
employ an African in an urban
area without the permission of
the local labor bureau. The bu-
reau may also refuse to sanction
the employment of any African or
order an employer to dismiss any
African employe.

- A 1956 addition to the in-
dustrial conciliation act empowers
the minister of labor to prohibit
anyone from doing any job be-
cause of his race. Defined as a
"safeguard against inter-racial
competition,” the section allows
the minister to prohibit the re-
placement of workers of one race
by those of another race, force
employers to maintain a fixed ra-
cial percentage among thein labor
forces and/or reserve any class of
work for members of a specified
race. The minister may also grant
and withdraw exemptions, and,
consequently, has the power to
direct labor at will and intimidate
employers.

= The factories, machinery
and building works act regulates
:he hours of work and conditions
of employment, the supervision
and use of machinery, precautions
against accidents and other relat-
ed matters. For workers who are
not protected by other wage-reg-
ulating measures, the act defines
maximum hours of work, sick
Leave, holidays and wages. The
act also requires employers to
provide separate dining, locker
and rest room facilities for whites
and non-whites. The employer
may also be ordered to separate
white and non-white workers "to
safeguard the physical, moral or
social welfare of the employes."

- All African men over 18
years old are required to pay a
fixed annual tax of $3.50 plus a
local tax of $1.40 for every dwell-
ing hut. They are also liable to
tribal levies. Whites do not pay
these taxes or levies. All Africans
are subject to annual income tax
if they earn more than $504.
Whites do not pay income tax on
earnings less than $1.050 if single,
or $1,400 if married. Africans get
no tax relief for dependants. The
taxes are deducted from salaries
under a pay-as-you-earn system,
and, if the deductions are higher
than the tax, refunds are given to

whites but only to blacks if the
government "is satisfied that the
circumstances of any particular
case would warrant a refund.”

= African high school stu-
dents, unlike white students, pay
for their educations. White pupils
receive textbooks and supplies
free, while African students must
pay. The costs for supplies for the
three-year program are estimated
at almost $50.

Given these conditions, here is
what four American investors of-
fer their South African employes
in terms of wages and benefits:

General Motors-GM has a
stake in South Africa worth an
estimated $125 million and em-
ployes some 6,000 persons, includ-
ing 3,500 blacks, to produce com-
mercial and passenger vehicles
and refrigeration units. The com-
pany's official stand is that it is
"trying to bring about improve-
ments in South Africa which will
make a better life for everybody."
Its work force is 66 % non-white,
it says, pointing out that local

legal restrictions impose a maxi-
mum of 45 % non-white manpow-
er.
GM workers draw salaries
based on three different wage
scales, but a spokesrnan said,
"The wages we pay are well
above the poverty level." The
starting rate for non-whites ., at

the engine plant is 52¢ per hour,

business insurance, Augnst 30, 1971/77

the company offers all employes a
pension program, life insurance, a
sickness and accident program
(both for employes and their de-
pendents and retires and their de-
pendants), a pre-hiring medical
exam, annual chest X-rays, a tu-
ition-refund plan for workers
who complete a course of study
and a free lunch. GM also awards
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or $83 a month. The semi-skilled
worker, usually a colored, re-
ceives between 70¢ and $1 per
hour. Machine setters and chang-
ers, mostly whites, earn between
$1.40 and $2 per hour, and skilled
artisians-always white-receive
more than $2.10 per hour.

In terms of employe benefits,

more than 100 high school schol-
arships to employes and depend-
ants annually.

The contributory pension pro-
gram is open to all employes at
age 30, with at least one year of
service, who contribute 5 % of
their pay, including cost-of-living
allowances. The benefits of the

program are set at 1.5 % of the
average pay for each year of par-
ticipation. Under the non-contrib-
utory scheme, all employes with
10 years of service at retirement
receive .6 % of the average pay
over the last 10 years multiplied
by the number of years of ser-
vice.

GM's group life insurance
package is written by the African
Life Assurance Society Ltd.

Ford Motor Co -Ford has an
estimated $63 miillion invested in
South Africa in four major sites
and employs 4,420 workers. Of
that total, only 220 are Africans
and they work with some 200
whites in the company's $11 mil-
lion engine plant. Its assembly
plant employs 1,000 whites and
3,000 non-whites, both plants ad-
hering to a two-race employe
schenne encouraged by the South
African g6vernment to minimize
mixing of the races.

Wages at the Ford plants are
divided into 12 categories. The

Continued on page 81
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Under One Hoof
9007 Geodesic DomeD

Behind ICI's power to grow is its unusual power to serve.

Arranging unique and complete insurance programs is an
everyday happening at ICIl for a manufacturer or mercantile

risk, or a Botanical Garden.

Proper protection for the Missouri Botanical Garden chal-
lenged our underwriters: a priceless library, over one million
herbarium specimens, valuable papers, thousands of visitors,
employees, officers, directors, coverage on real and personal
property including the exciting Climatron (shown above). Pro-

fessional ICI personnel met the challenge.

When in St. Louis a visit to beautiful Missouri Botanical Gar-

dens is a must.

INSURANCE CONSULTANTSA INCORPORATED

1010 Collingwood Drive, St. Louis, Mo. 63132 « (314) 997-7800 - In
Chicago - ELIEL AND LOEB CO. - Insurance Exchange Building -

In Kansas City - ICI - Board of Trade Building and now in Pittsburgh
-STROTHMAN & MOCK-300 Gth Ave. 15222
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Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

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

= A checklist for building a for-
eign insurance program is one of
the topics covered in a brochure,

Meeting the Challenge, prepared
by the international division of
Chubb & Son Inc. Copies are
available by writing to Chubb &
Son Inc., International Division,
90 John St., New York, N.Y.
10038. Chubb's international divi-
sion also offers International Em-
ployees Personal Insurance Plan,
designed to provide U.S. employes
transferred overseas with needed
coverage, and a brochure listing
the company's overseas offices
and affiliates of its management
companies.

- Johnson & Higgins has made
available four international bulle-
tins issued within the past six
months, all relating to interna-
tional employe benefits. The bul-
letins are available by writing
Johnson & Higgins, 95 Wall St.,

New York N.Y. 10005.

- Problems of a Foreign Rein-
surer in the United States and
Canada, a speech made by Dr.
Gottfried Berger, president of the
Cologne Life Reinsurance Co., be-
fore an ALC Medical Section
Meeting and reprinted from the
International Insurance Monitor,
is available from the Cologne Life
Reinsurance Co., P.O. Box 300,
Stamford, Conn. 06904.

eight countries for the insurance
of cargo against the risks of in-
ternational transport. Copies are
$4.95 each and nnay be ordered
through the International Insur-
ance Monitor. 150 VW. 28th St.,
New York, N.Y. 10001.

- Developing Policies and Pro-
cedures for Overseas Employee
Benefit Programs, a newsletter
released by George S. Buck Con-
Inc., Two

sulting Actuaries,
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- The third English edition of
Tables of Practical Equivalents,
published by the International
Union of Marine Insurance and
available from the International
Insurance Monitor, contains the
principal terms, clauses and con-
ditions of cover used in forty-

Pennsylvania Plaza, New York,
N.Y. 10001 is available free to
Business Insurance readers from
the company. The bulletin stress-

es pension planning in Japan.

= Marsh & MelLennan has made

available a Survey of Group Life,

GAB:We'llbeyourwatchdog
onyour dog bite claims.

And take over the dog watch on your marine claims. We're about as versatile as can be.
Handling investigations and adjustments on such everyday realities as claims on
household goods in transit or a trombone that got lost in the shuffle to becoming involved
in highly complicated claims in the inlandorocean marine field.

Take ccean marine. GAB specialists are qualified to handle the most complex
cases. Ocean cargo claims. Hull damage surveys. Boat and yactt losses. Hull condition
and value surveys. Outboard motor losses. Even aircraft hull and air cargo losses.

We're easily available, too, working out of over 700 offices in the United States
and Caribbean. Whether you hire us for a complete or partial investigation,
you have an organization of 3,750 trained adjusters, and executives working for
you. And our 85 years of experience means we know your procedures, what forms
you want, aid how to keep your outside budget where you want it: In bounds. All
this with the best internal security program in the business. We think you'll
be doggone happy with our service. To learn

more, just write or call Cliff Reedy, National
Sales Manager, (212) 964-3300.

General Adjustment Bureau, Inc.

123 William Street, New York, N.Y. 10038

Over 700 offices coast to coast

Medical and Retirement Plans In
the Republic of China (Taiwan).
The report provides a description
of social insurance practices, cur-
rent benefit practices and makes
recommendations for a benefit
program in Taiwan. The booklet
can be ordered from Marsh &
MelLennan International, 70 Pine
St., New York, N.Y. 10005.

= The International Benefits In-
formation Service offers the IBIS
Briefing Service, a monthly
newsletter hilighting current de-
velopments in the international
employe benefits field and IBIS
Reference Manuals, continuously
updated, loose-leaf manuals for
countries which are important in-
dustrially and have well-de-
veloped employe benefit struc-
tures. Both services are available
on a subscription basis. For more
information write IBIS, 60 Broad
St., New York, N.Y. 10004 or
Charles D. Spencer & Associates
Inc., 222 W. Adams St., Chicago,
1. 60606.

= Corroon & Black Co. has re-
leased Ocean Cargo Insurance.
The booklet provides notes and
comments on claims procedure in
connection with ocean cargo in-
surance and claims on ocean car-
riers. Send requests to VWm. J.
Sheppard, Vice President, Cor-
roon & Black Co., 150 William St.,
New York, N.Y. 10038.

. The Problems of Total Remu-
neration in the European Eco-
nomic Community and United
Kingdom is a brochure on wages,
salaries, benefits and other forms
of employe remuneration in the
six Common Market countries
and the U.K. Also available from

Towers, Perrin, Forster & Crosby,
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Inc. are a brochure describing the
firm's Survey of Private Pension
Practices in Germany, Patterns of
Multi-national Organization De-
sign and an introductory brochure
describing the company published
in five languages. Write Towers,
Perrin, Forster & Crosby, Inc.,

Three Penn Center, Philadelphia,
Pa. 19102.

= The new Valued Form Business
Interruption 12-page explanatory
brochure by the American Inter-
national Group describes what
valued form is as compared with
regular business interruption cov-
erage, the advantages of this
form, the market for it, and the
various features included in the
policy form. Domestically, valued
form is written by American
Home Assurance Co., overseas the
coverage is written by American
International Underwriters. So in
effect the company can now un-
derwrite valued form business in-
surance interruption anywhere in
the world on any kind of com-
mercial .industrial risk. It is free
to agents, brokers and buyers by
writing the firm to the attention
of Dept. A 14, 102 Maiden Lane.
New York, N. Y. 10005.



- American International's
Guide to International Employe
Benefits is a descriptive brochure
which explains American Inter-
national Life's approach to the
area of international employe
benefits. It describes the experi-
ence of the company in this area,
the products currently being
written, the territories and coun-
tries T*here licensed, and the gen-
eral way the company does busi-
ness overseas. It is free to agents,
brokers and buyers by writing
American International Group,
Dept. A 14, 102 Maiden Lane,
New York, N.Y. 10005.

- American International Un-

derwriter's International Hotel
and Motel Insurance Program is a
manual for agents, brokers and
buyers interested in a complete
insurance program for hotels and
motels located abroad. It explains
the company's new package plan
concept, a coordinated program of
basic insurance with optional
plans. Agents, brokers and buyers
may receive a free copy by writ-
ing American International Under-
writers, Dept. A 14, 102 Maiden

Lane, New York, N.Y. 10005.

« Tomenson, Saunders Ltd. of-
fers information on the current
position of Directors and Officers
Liability for those corporations
chartered in the province of On-
tario, Canada. For more informa-
tion write James K. Cramb, Tom-
enson, Saunders Ltd., 401 Bay St.,
Toronto, Ontario, Canada.

- The Swiss Life Insurance and
Pension Co. has made available,
Life Network in European Coun-
tries, a speech given by Rene
Virchaux, vp of Swiss Life, at the
European employe benefit confer-
ence describing the Swiss Life fa-
cilities available to international
benefit plans in Europe. For a
copy write the firm's Internation-
al Department, 40 General Guisan
Quai, 8022 Zurich, Switzerland.

= American International Un-
derwriters International Holiday
Package Policy provides coverage
for the following hazards faced
by the overseas traveler: legal
liability protection, medical pay-
ments, automobile physical dam-
age, automobile marine, personal
effects, personal accident and
sickness. Included in the brochure
are rate tables and a list of spe-
cial features. Copies are free to
agents, brokers and buyers by
writing American International
Underwriters, Dept. A 14, 102
Maiden Lane, New York, N.Y.
10005.

- The American International
Underwriter's Guide to Personal
Insurance Overseas is a brief
technical guide to the products
currently being underwritten fé6r
home-foreign and foreign risks
and would be useful as a hand-
out to employes stationed overseas.
Available to agents, brokers and
buyers, it describes the types of
accident and sickness, automobile,
inland marine, and property cov-

erages available. For a copy write

American International Under-

writers, Dept. A 14, 102 Maiden
Lane, New York, N.Y. 10005.

- American International Un-
derwriter's Specialized Casualty
Facilities is a brief technical
guide to the products currently
being underwritten for the
home-foreign and foreign casual-
ty risks. The booklet describes the
coverage each product provides,
its market, and the insurance re-
quirements. It is free of charge to
agents and brokers by writing
American International Under-
writers, Dept. A 14, 102 Maiden
Lane, New York, N.Y. 10005.

MOSCOVW-As promised by
Communist party leader Leonid I.
Brezhnev, social security benefits
in the Soviet Union have been in-
creased to the point where work-
er benefits now consume 14% of
all government expenditures.

Effective July 1, the minimum
old-age benefits for Russia's 90
million wage-earners in the gov-
ernment-controlled sectors in-
creased from 30 rubles to 45 ru-
bles a month. The 25 riillion
collective farmers-whose activi-
ties are not directly controlled by
the state-may now receive 20 ru-
bles a month, up 75 % from the
old 12-ruble standard. A ruble is
worth $1.11 currently.

Collective farmers receive
lower benefits on the grounds
that they are able to raise a por-
tion of their food whereas urban

workers must buy the products.

Unlike participants in the social
security system in the U.S., Rus-
sian workers do not have a por-
tion of their wages withheld to
cover the costs of the benefits. Re-
tirement payments-usually com-
puted by averaging earnings for
the 12 months prior to retirement
-are absorbed completely by the
government and range from full
pay for lower class workers to half
pay in upper income brackets.

Russian men may retire at age
60 and women at 55 under the
system. Earlier retirements are
allowed if workers have tolerated
hazardous occupations or have
been subjected to harsh natural
environments. The January, 1970,
Russian census indicated that 40
miillion of the Soviet Union’'s total
242 million people were receiving
old-age and other government
benefits. Seven million aged are

They call us

the"UpGroup"

Declassified.

Until the upstarts at Unionmutual turned
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Soviet worker fringes cost 14% of budget

supplementing their government
benefits with earned income, as
Soviet law allows retired persons
with full-time jobs to receive half
of their old-age benefits in addi-
tion to their wages.

Minimum monthly wages - are

also scheduled to rise to 70 rubles
fronn 60, as are the wages of the
middle-income and collective farm
workers. The median personal in-
come of government sector work-
ers is expected to rise to 146
rubles by 1975, -

CIRMAC

(Corporate Insurance Risk Management Audit & Consultation)

A realistic CIRMAC could reinforce or change direction and

result in greater confidence in your programs or guidelines

Call: Gerry Wilson Tel: (914) YO2-4730

Property Conservation, Valuation and Product-Liability

Program Guidelines & Criteria also Available

there are no hidden charges or contingency

the Group Pension Industry upside-down, it
was hard for a company to find out what was
happening to its Group Pension funds. Histori-
cally high interest rates were being earned,
but after insurance company deductions for
margins and expenses there wasn't always
very much left.

We've changed all that. We designed a com-
pletely new product line. We rewrote the book
on what insurance companies should charge
and with our Unionmutual Spread Sheet we
present everything with full disclosure.

If you're a broker or consultant, working with
one of our spread sheets is like having privi-
leged information. It gives you complete speci-
fications and details exactly what your client
pays in expenses and receives for his money.
You promptly discover that with Unionmutual

margins.

And if you want to be known for coming up
with the broadest transfer option ever, you'll
be interested in the breakthrough we modest-
ly call our Market Value Formula. It gives your
client the right to change his mind without

losing his shirt.

Low charges. Full disclosure. The Union-
mutual Spread Sheet. The Market Value For-
mula. Four of the many reasons why the
Goliaths of the pension industry know we're
on the street. They call us the Up Group.
They ought to call us Little David.

For the whole story, contact one of our field
offices or write Bob Stevenson, V.P. (Group
Marketing), Union Mutual Life Insurance Com-
pany, 2211 Congress Street, Portland, Maine

04112.

Unionmutual
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Exporting ...

Continued from page 67.
American exports by nearly 10
times. And it plans to accomplish
this seemingly Herculean feat in
the next five years.

(Last year, "around $1 billion,”
in exports were insured out of a
total export volume of $42.6 bil-
lion, about 2.5%. As FCIA and
Eximbank officials have outlined
the new program, the association
should cover 6% of exports this
year and should be insuring $10
billion in exports at the end of
five years. Other nations engaged
in exporting have an average of
11 % cf their exports insured. Mr.
Denton is looking to the day
when FCIA is covering 20 % of
American exports.)

Mr. Denton feels that the new
master deductible policy will help
the association toward its rather
lofty goal.

The use of a deductible is

hardly a new development in in-
surance circles but, by saving
FCIA from paying first-dollar
losses, it will keep premiums
down.

"The importance of this policy
is that it makes processing rnuch
easier,” he asserted. "And every-
thing about it is flexible. An ex-
porter using the comprehensive
deductible policy will be able to
make credit decisions by himself.
Within limitations, he won't have
to come to us for approval when
he extends credit.

"The deductible will reduce
costs in other ways, aside from
premiums. Administrative costs
can be cut in regard to credit
limit applications. In other words,
the larger the deductible, the
higher the credit limits."

He pointed out that the flexi-
bility included the premium rate
(though the average annual pre-
mium paid by exporters is about
.5 %), the size of the deductible,
the extent of discretionary credit

NN Business Custom Policy

Why not wrap up all your Business Insurance needs in
NN's New BCP policy. What we've done at NN is to
“simple it up" so coverages are easy to understand and
claims are handled promptly. The "Custom" feature
means you buy only the coverages your business needs,
not just what some company has available. You can

ONE POLICY

and the amount of export volume

to be covered.

THE POLICY INSURES short-
term and medium-term transac-
tions up to five years and covers

90% of exposure on both political

and commercial risks.

it turns out he's shipping a load
of rocks.”

There is also a country-by-
country limitation schedule. "The
insurance is cheaper if you're
shipping to the United Kingdom
than if you're shipping to Indone-

sia."

11* business insurance
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He also noted that commercial
banks w€re covered no matter
what happened ("that's why the
policy is bankable") and that ex-
porters faced only one major ex-
clusion. "Beyond the deductible,
the exclusions pertain to actions
of the exporters or their agents.
The exports must be U.S. prod-
ucts shipped from the U.S. Aside
from that, he'll be excluded if he

tells us he's shipping tractors and

( It should be noted that on all
FCIA coverage Eximbank is the
direct insurer on all political risks
and supplies catastrophe reinsur-
ance. Situations such as monetary
devaluations and wars are con-
sidered political risks. At the
same time, the numerous insurance
companies underwrite the com-
mercial risks-default or bank-
ruptcy by the foreign buyer. The

insurers boast combin6d resources

see possible savings immediately. Other convenience
extras: one policy, one premium, one renewal date and
budgeted monthly payments. BCP is added proof why
NN has become a specialist in providing business insur-
ance. Let an NN agent in your area tell you more. Write
us on your letterhead and we'11 put you in touch. Write
The Innovators, NN Insurance Companies, Milwaukee,

Wisconsin 53201.

ONE PREMIUM

ONE RENEVWWAL DATE

ONE-DERFUL way to simplify any business insurance need

VEw HNMOVATOaS:

Spedmlty Lizeedlucts Firoirm Imswir;Amce Peofessionmls

for the BUSINESS INNOVATIONS you need

Northwestern National Insurance Co.
NN Investors Life Insurance Co.
Pacific Automobile Insurance Co.

Oregon Automobile Insurance Co.
Universal Insurance Co.
Talbot, Bird & Co., Inc.

NN INSURANCE COMPANIES

INSURANCE DIVISION OF
NN CORPORATION

NN-1-71

of $22 billion, while Eximbank
guarantees somewhere in the
neighborhood of $10 billion.)

FCIA HAS developed another

new policy designed for small -

businesses, particularly those new
to the exporting world or those
with modest export sales. The
policy provides insurance for one
year, with the option to renew for
another year, and covers both po-
litical and commercial risks. The
coverage is comprehensive for
short-terrm and mediu m-t erm
sales and usually 90%of expo-
sure. A deductible may be a re-
quirement and the premiums will
vary according to the extent of
the sales volume covered. The in-
surance is limited to companies
whose export sales do not exceed
$200,000 per year.

The final new offering from the
association is a master political
risk policy. It coves 70% of losses
from political risks only on all
sales up to five years. Each indi-
vidual exporter receives a pre-
mium rate based on his specific
spread of risk. The spread is de-
termined by the markets sold to
by the exporter.

Mr. Denton felt that internal
improvements at the association
would further contribute to the
better servicing of the export
community. "We now have better
relations with Eximbank. We are
linked to them with new cormnmu-
nications devices and liaison teams
are at work. The headquarters
staff here in New York has been
beefed up. Right now we have
about 150 employes,” he told
Business Insurance. "That num-
ber should go up to around 200
and level off."

The relations with Eximbank
are important to FCIA for many
reasons, not the least of which is
history. The association was
formed as a joint venture be-
tween the private insurance in-
dustry and the government, rep-
resented by Eximbank.

" THE GROUNDWORK for

FCIA was done during the Eisen-
hower years and actually formed
under President Kennedy. Other
industrial countries had had simi-
lar plans since the end of World
War I1," he recalled. "We were
formed at the height of the bal-
ance-of-payments problems. Ex-
imbank approached casualty and
marine insurance compames and
the talks were successful.”

He also considered the opening
of branch offices important to the
aggressive new program. "We
have had four branches, soon we
will have 12. All of them, so far,
have been cornplete successes
from service standpoints. They
have virtually eliminated com-
plaints.

"The branch offices," he con-
tinued, "are and will be staffed
with people who have been trained
here in the home office. The num-
ber-one and number-two men in
each office will be underwriting
and marketing oriented. It doesn't
matter which order, but one of
them will look at things as an un-
derwriter and the other as a mar-
keter.”

He said that each branch office
would be viewed as a profit cen-
ter and that each office would be
required to spend a certain
amount of timd working with
small businesses. "It's the unique
nature of what we do," he added;
"everyone uses us. Company size
is Nno consideration nor is the size
6f the export. We insure every-
thing from safety pins to air-

craft.”

ANOTHER HIGH POINT of the
new program is education. "There
is a lack of knowledge in the
exporting community as to who
we are and what we are all

Continued on page 82



S. Africa . .

Contimied from page 77

lowest grade worker is paid from
56¢ to 86¢ per hour and a non-
white worker could conceivably
reach a "grade 7" position, which
pays between 98¢ and $1.12 per
hour. White workers at "grade
12" are paid up to $3.50 per hour.

Ford won't talk about its pen-
sion plan, saying only that it is a
proprietary program and "be-
cause of the competitive nature of
the labor market, we do not wish
to discuss its specifics."” Others
sources say it offers medical and
dental aid and employe training
programs as well as its retirement
plan.

International Business Machin€s
Corp.-IBM employs 950 persons
in its South African facilities. Sal-
ary information was not provided.
IBM offers all emmployes who are
21 years old and who have one
year of service a non-contributory
pension plan that yields 1.3 % of
average earnings of the last five
years for each year of service. The
retirement age is 65 for men and 60
for women. Mutual of New York
writes a separate life insurance
package that is available to all
workers on a non-contributory
basis. Minor benefits include a
sickness and accident program
and a scholarship plan.

AlG ...

Continued from page 75
gram then attempts to fill those
specific needs."

"We also try to make our train-
ees feel we have a partnership,”
Mr. Crafts interrupted. "It's not
all us. We expect something from
them. They know from the start
that we're not going to hold their
hands, that we're not building
them ivory towers. From the start
we try to make the training an
open, honest relationship."

The first six months of the pro-
gram are split 40-60 between
classroom work and individual,
on-the-job domestic training.

"For the first three weeks we
are attempting to teach the fun-
damental principles of insurance
and provide some additional ori-
entation to the organization and
the executives who run itt,” Mr.
Monk said. "The instructors are
our operating department heads,
and these programs seem to be a
success because the information is
coming from the top of the organ-
ization. These people have a real
commitment to this educational

training.”

THE TRAINEES then view
AIG filmstrips, take a telephone
technique class, complete speed
reading and comprehension train-
ing and begin the Foreign Policy

Assn.'s "Great Decisions Pro-
gram” in which nine or 10 inter-
national dilemmas of the day are
outlined and discussed. The train-
ees are also put through a six-
session letter-writing course and
begin a class in basic sales tech-
niques. A weekly quiz is adminis-
tered, and, at the end of the three
weeks, a comprehensive final ex-
amination is given.

"There's no grading involved,”
Mr. Monk said. "At least not on
an a-b-c basis. It's a pass-fail
system and, if a trainee fails, he's
on the fence. That will happen
about once a year."

For the next six weeks, the
trainees are assigned to the re-
spective department:s within the
New York offices of whatever
company filed the original re-
quest for additional help. There
they begin to master the specific
skills that will be required of
them overseas.

"They then come back to us for

three weeks of classrom work in

Continued on page 82

International Harvester Co,-
Of the 513 persons employed by
International Harvester, 325 are
black. Employe benefit programs
Nnow are extended only to non-
Africans, although a new plan
that will cover all employes is
now being considered at the re-
quest of the South African sub-
sidiary. The present plan is a ca-
reer-average program that pays
2% of average earnings and

U.S. loss. ..

Continued from page 63

VWhen a worker is injured in
Poland, Mr. Buczkowskiex-
plained, 'an investigation is made
by a government official who is
usually quite far removed from
the particular plant
where the accident occurred and

location

often not at all familiar with the

*11* business insurance
'Z' international

draws from a 6% employe contri-
bution. Two contributory life in-
surance programs are offered, one
which yields one times annual
pay and another which doubles
annual earnings. Both policies are
written by the General Assurance
Southh AAfrica Co. -

specific loss history at a plant or
on a particular machine.

"WHEN THEY investigate the
accident,” the Hartford Group
engineer said, "they are only con-
cerned with the degree of negli-
gence. They do not view an acci-
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dent to determine the responsibil-
ity. They treat production as one
problem and safety as another.”
He added that, as a result, safety
often goes untreated.

"This is the overriding message
we tried to get across in our sem-
inars. You must treat safety as an
operating problem and not sepa-
rate it from production. It's hope-
ful our message to them will
help,"” he said, noting that the
seminars he and Mr. Sweitzer did

lead were "most gratifying” from

an audience interest standpoint.
"There was a keen interest on the
part of the participants, much
more so than many of the safety
seminars I've attended and spo-
ken at in this country,” the loss
control man noted.

Mr. Buczkowski, whose parents
were both born in Poland, did not
have a language problem. Mr.
Sweitzer, however, did find him-
self limited at times. Although
they worked through translators
most of the time, the Hartford

man found himself responding ta
questions during give-and-take
sessions in the native tongue.

Mr. Buczkowski said that one
thing that impressed him during
the sessions was the "considerable
interest” on the part of safety
participants in noise and vibra-
tion-related problems. This, he
added, seems to indicate that
Nnoise and vibration are particu-
larly pressing problems in that
country and are probably due to
old equipment.

Another problem he observed,
and simply by walking through
city streets, was in the construe-
tion area. "They have a long way
to go as far as equipment, staging
and the usual protective devices
go," he said. He did note, how-
ever, that Polish construction
workers wear hard hats, although
he pointed out that, as often as
not, you're likely to see a hard
hat on a construction man on top
of a building while a colleague be-
low goes without any. -

12 tIs-23- Com O
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PEG's comp specialists are pros. They've been
around long enough to know the street like the
backs of their hands. But that's the way it's got to
be. Because they have to be fast to react when we
land a new piece of business.

And they do react. In fact, PEG specialists wrote
and administered the comp programs that set

today's standards in accident prevention, loss con-

trol and claims service.

So, next time you need a fast, accurate quote,
give your agent or broker a crill. He'll call us. We'll
put our heads together and get back to you with
a comp program that fits, almost before you can

say,"Here Comes PEG."

PACIFIC EMPLOYERS INSURANCE COMPANY/an INA CORPORATION company
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lisurance Manager

Corporate Insurance Manager
Director. Corporate Insurance
Insurance Analyst

Insurance Administrator
Corporate Risk Manager
Superintendent

Safety Director

Dioision Insurance Represertative
Insurance & Security Manager
Trust Insurance Officer

Manager, Insurance & Rea | Estate
Manager, Property & Casualty
Safety Engineer

Manager, Insurance & Safety
Insurance & Safety Adminis-rator
V P. & Director of Risk & Insurance
Insurance Supervisor

Manager. Tax & Insurance
Manager, Insurance Department
Cirp. Director of Insurance & Safety
Legal & Insurance Director
Supervisor of Claims

C aims Attorney

Secretary & Insurance Manager
Loss Prevention Manager
Director-Safety, Training Personnel
Asst. to insurance Manager

C aims Administrator

Supervisor, Banking & Insurance
Claims & Insurance Manager
Manager, Security Services
Irsurance Clerk

Irsurance

Director of Security

C aims Supervisor

General Manager, Insurance
Claims Manager

D rector of Safety & Security

D rector of Safety & Insurance
Assistant Manager, Insurance Dept

Insurance Manager & lirector
Manager, Claims DEpt-

System Manager o: insurance
Insurance & Safety Eupervisor
Director, Banking & Insuran=e
Insurance Accounta -t

Supervisor, Propern- & Casualty
Manager, Insurance & Prcp€rties
Insurance Coordinator

Vice President, Safe7

Vice President. Corporate Personnel
Assistant Personnel Director
Director of Personre

Director, Employe RElations
Manager of Employe Benefits
Personnel Manager

Personnel Supervisy

Personnel, Labor Relations & Safety
Personnel Services Euperviso-
Industrial Relations Manager

Vice President, Sala-/ & Benefils
Manager of Emplo)rent

Personnel Secretary

Manager, Bene,its S Compensatior
Manager, Pensions & 1,surance
Group Insurance Maiager
Manager, Personnel Administra:ior
Vice President, Indistr al Relations
Trustee of Retiremer - Trust
Administrator, Bene-t Services
Personnel & Safety tirector
Manager, Benefits & Manpower Dev.
Department Chief, Fension Fun 1
Manager, Employe 1,surance
Employe Benefits De iartment
Manager of Personnal Relaticns
Director of Employe Benefit Pia,s
insurance & Emplon Benefirs Mgr
Director of Industrial Relarions
Personnel Assistanl

Salary & Insurance Administrat,r

The above titles are typical of Business Insurance
readers who replied to a recent survey.

If your personnel requirements include execut ves
like these now serving in responsible pcsitions in
the 14,000 leading United States corporations,
you should place your Help Wanted 2ds in tie
Career Opportunities columns of Business Insur-
ance. Bl is the only national newsmagazine that's
exclusively devoted to their special job interests.

Your Help Wanted ad in Business Insura-ice is tie
easy, low-cost way to find the right man for your

job opening.

business insurance

740 Rush Street, Chicago 60611

reaching 35,000-plus specialists, including
in-depth penetration in the 14,000 most impor-
tant United States corporations.

AlIG ...

Continued from page 81

more specific areas,” Mr. Monk
said. "We get into all types of
insurance-aviation, ocean ma-
rine, fire. We cover a wide range
of topics and have guest speakers
come in for a lecture series. We
also concentrate more specifically
on AIG and what our problems
and objectives are."”

THE STUDENT executives then
return to their respective depart-
ments for five weeks of on-the-job
polishing of their new-found
knowledge.

"The final three-week period is
used for classroom wecrk in the
areas of personal liability and life
insuranca" Mr. Monk said. "Every
major facet is covered from data
processing on. We also then con-
duet discussions on the actuarial,
reinsurance and brokerage aspects
of the business, and we invite
different firms to come in and dis-
cuss their specific problems."

Field trips have also been used
to aid training. Excursions to
John F. Kennedy International
Airport have shown the trainees
first-hand the containerization
and cargc -handling facilities they
may one day be writing risks
against.

"After this first six months,

Exporting ...
Continued from page 80

about. We are attacking that lack
of knowledge on four fronts," Mr.
Denton explained.

"First of all, we have to edu-
cate the exporters themselves. To
do this, we are using seminars
and business meetings. They have
to know about us if they are
going to use us.

"The banking community is the
second target. We have an ongo-
ing program in which we try to
orient banks to FCIA. This pro-
gram includes issuing policies to
banks.

"We also have to keep in con-
stant communication with agents
and brokers. We do wri:e policies
on a direct basis but we prefer to
go through agents and brokers
because one broker can service 50
exporters and call us once a day.
That is far preferable tc the same
50 exporters each calling us once
a day."

He stated that all the large bro-
kerage houses have at least one
FCIA specialist on their staffs
and that many of the smaller
ones have international specialists.

"The fourth area for our educa-
tional effcrts is in the legal field.
We have found that many times
it is the counsel who is holding us
up at companies. We have a pro-
gram to educate them to us and
we try to get them to help us
with policy language and things
of that nature.”

The reason FCIA is an associa-
tion rather than a corporation,
according to Mr. Denton, is that
"we wanted complete acceptabili-
ty with banks and exporters. Also,
this way, we've got the total re-
sources of those insurance corn-
panies behind us.”

FCIA, tecause of its specialized
yet vast nature, is in a position in
which it can be different from
other insurers while being no dif-
ferent at all.

"FOR EXAMPLE, look at
claims handling,” Mr. Denton
grinned. "We do require docu-
mentation on claims because of
our government affiliation but
other than that there is nothing
special. We handle claims like
any other insurer.”

On the other hand, the associa-
tion is widespread and has accu-

mulated an enviable amount of

knowledge concerning overseas

internaticnal tra lers in -oundtable fession of American International

Underwri-ers' headquarters in New York.

they are ready to go into the
department line Df ir.suranee they
have been hired for " Mr. Monk
said. "Now they have at least an
introduction to the basic tools
they need and are ab.e to progress
rapidly in the field.”

FOR 7IHE FOLLOWING year,
the trainees remain In New York
and are 12rgely cn their own, ex-
cept, of course™ for over-the-
shoulder evaluatons by superiors
who are asked to convart their
observations into writing and file
them every thre mon:hs with

Mr. Monk. The rainees are also

markets. "Say s om€one in Des
Moines wants to ship his product
to Paragu ay. There migh: only be
K distrioutors in ihe country.
The advantage ve a: FCIA have
is that we will xncw all 10 of
them and we car: ie-1 the guy in
Des Moines all about the different
distributors and now much we're
willing to pay."”

Mr. Denton, aho joined FCIA
in 1967 after serving with Exim-
bank for two years and worked
his way up to the presidency,
feels that there is re ally nowhere
for FCIA to go bus up

"Today we are serious about
exporting.' he s.id. "The people
in government have realized th::

asked to file per.odical reports on
their respective -working environ-
nents.

Once cleared domestically. -she
trainee is shipped to wherever it
is he is needed and, for the first
year of his overseas duty, similar
Big Broth er repcrts will chart his
Trogress.

Naturally, the people at AIG
f 11 their training program is :he
tnest th.ng since the Grapeiruit
League. They not only handle
their own employes, but take on
t——ainees from what Mr. Mcnk
terms "friendly Dompanies" fir a
s.x-Mmonth program. =

the only way to take care of -he
balance of payments problem is
to increase exports.

"We are of the opinion that
manufae-zirers should ship about
50% of -heir goods overseas," he
Tpent on. 'That way they are not
only spreading the risk to 130
ciuntries but they are balanc:ng
out agains. domestic recession. '

The reason FCIA is confident
aoout rapid groath? "There's €x-
cass plans capacity today and
spreading the markets is a logiial
s:ep. We re here to take the r.sk
out of it. And this is a hel-uva
large country and every manu-
facturer is an exporter as fa- as

we're concermned . -

classified advertising

RATES AND CLOSING TIME: $2.00 per line, mi-kimum charge $8.00. Cosh
with order. Figure d. cap Zines (mazimum-tu>o0) 30 letters and spiees
per Zine; ipper & kicer cose 40 per line. Add =wo lines for box number.
Replies a-e forwc.,ded daily. Closing deadline: Copy in written form in
Chicago dice not later than noon, Monday 7 days preceding publiect>on

date. Published every other Monday. Display c.assijied takes card rate 01
$18.00 per column inch, and card disc)unts or. size and frequencv.

POSITIONS WANTED

Claims Manager or Senilr Adjus-er seek-
lig challerging oppclunil Experienced
M multiple lines. Sta-€ Ind. Acc. (Oregon).
logging PC-heavy eqg-liprrent Is:es and
seneral liability. Self-staler. Oregon only.
F.esume upin request.

Box 181, BUSINESS IVSURANCE

740 Rush St., Cricego, 111 60611

HELP WANTED

Boilsr & Machirery Underwriter
Philadelphia. Penn. bcated insurance Co.
seeking quelified B."M Underwriter wi:h
some Inspection iackground. Lim-ted
travel. E.cellent opportunity for r git
man. All renies held in strict confidence.

Box 183, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

New

Rollins Office Bldg.

Suburban

Wilmington, De .

15 FLOORS
Adjacent to 1-95
12,500 sq. ft per -loor

Hi-Speed Eievators

Early '71 possession

PATTERSON-SCHWARTZ & ASSOC'S, INC.
- 013 Washington St.
Wilmington, Del. 19801



WE TALK INSURANCE
IN 16 LANGUAGES
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That's because the Royal-Globe Insurance Family
operates on a world-wide basis. In over 89 countries.

Offering American-tyﬁe insurance and services through
an international network of branch offices, ageicies an
member companies.

These are linked with the U.S.A. by an international
Telex system.

Also inthe United Statesare 6,COQ independentagents ROYAL-GLOBE

worki_ng through 5 territorial, 14 regional and mo'etran
100 field offices.

Now you can see why, when Royal-Globe talks insurance,
the whole world can hear us.

Roya\-G\obe-international insurance tor over 100 years. 5, wiliam strest/New York, N.Y. 10038

Insurance Companies
International Insurance Department



Howto improve

your box score on
business INnsurance

get one box.

C-6.6"Pt-*7-f'

- No one knows better than
you: year-end profits depend

on year-long efforts to cut costs.
Take business insurance. If your
setup involves a lot of single-
coverage policies, you might be
boxing Yourself in. Single-coverage
insurance might overlap in some

areas, or may leave you unprotected
in others. Or both.

Available in-most states. Allstate Insurance Company.

You only need one policy:
Allstate's Business Package Policy.
It fits almost every type of business
and offers almost every type of
coverage.

All your Property and Liability
insurance is in the package. Plus, if
you want it, Automobile, Business
Income, Vandalism insurance...
the works.

As much or as little as you want.

It's simple: one premium, one
agent, one company. And just one
more reason you should touch base
with Allstate.

If you're like most, you'll save

money.
That's the score. Next time you

need a quote,
All state®

call Allstate.
BUSINESS INSURANCE



