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New flexible fo,

group life Z> B

plan coming
NEW YORK-New York Life

Insurance Co. is developing a
fixed-premium, variable benefit
life insurance product that might
eventually lend itself to group
writing techniques.

The Droduct, which has been
called "the most exciting idea I
have come across in 46 years in
the business" by New York Life's
Board Chairman Charles W. V.

Meares, may be awhile in com-
ing. The concept must be ap-
proved by the Securities and Ex-
change Commission and by state
insurance commissioners.

Charles M. Sternhell, exec vp
of the insurance company and
one of the authors of the new

policy, explained it by saying:
"Think of a whole life insur-

ance policy as it is now. It has a
level premium for a man, say, 35,
with part of the premium provid-
ing the protective element and
the rest going into bonds and
rnortgages.

'«WITH THE NEW policy," Mr.
Sternhell explained, "instead of
investing in bonds and mortages
we will invest in common stocks.
As the market value of that stock
portfolio goes up or down so will
the value of the policy."

The new approach does contain
an element of risk for the policy-
holder, the exec vp admitted.
However, for an additional pre-
mium the insured may obtain a
guaranteed death benefit for a pol-
icy's face value.

Mr. Sternhell said that in

working out the approach he and
others at New York Life had

projected some values that might
have applied during stock market
lows. Following the crash of 1919,
for example, a $10,000 policy

Continued on page 46

Risk-taking is synonymous with pro football, but the front office of the
New York Jets is taking no chances with public liability or catastrophes.
See story on page 20. -Wide World photo

Late news
Swift & Co. buys broker

CHICAGO-Acquisition of Youngberg-Carlson Co. Inc., a general
insurance agency here, by Swift & Co. through an exchange of stock
was announced, subject to legal and tax clearances. Business Insur-
ance learned that negotiations have been going on for more than a
year. Norman T. Carson, vp of Swift & Co., said the transaction extends
Swift's services in the insurance field. Insurance affiliates now include:

Globe Life Co. and Scarborough & Co., Chicago; Raymond Hage & Co.
Inc., Huntington, W. Va.; and A. Yarchin Cos., Boston.

Name Edwards, Austen to new posts
NEW YORK--James Edwards, formerly corporate insurance manager

at ITT-Rayonier Inc., has joined Continental Can Co. as manager of in-
surarice and loss prevention. He succeeds Howard C. Austen, who has
joined Digitronics Equipment Mfg. Co. as insurahce and loss prevention
manager.

Expect bid for Alexander & Alexander
NEW YORK-An announcement is expected shortly that Corroon &

Black, insurance brokers here, has made a bid to purchase Alexander &
Alexander, it was learned. Corroon & Black would not confirm or
deny the report.

NY rating law question:
NEW YORK-Insurance buy-

ers are fearful that a new "open

competition" law going into ef-
feet here Jan. 1 will cut down-

ratherhan increase-underwrit-
ing capacity.

The new law has triggered res-

ignations of several insurance
companies, such as Fireman's
Fund, Home, Chubb and Royal
Globe, from the New York rating
bureaus, on the ground that they
don't want to be accused of set-

ting rates "in concert" with each
other.

Under provisions of the new
rating law, insurers can set their
own rates without getting prior
clearance from the New York in-

surance commissioner. However,
it forbids-under penalty of tri-
ple damage actions by private
policyholders-insurers from act-
ing together to set rates.

THE CURRENT rating law
here leaves it up to the insurance
commissioner to deal with insur-

ers who act in concert. The new

measure, however, takes such ac-
tion "out of the hands of the

insurance commissioner and puts
it in the hands of the judge and
jury and you can't predict how it

would go," explained one worried
insurance company executive.

In addition, buyers are fearful
that the language of the law

might apply to several insurance
companies bidding on the same

large risk-and charging the
same rate. The new law forbid-

ding insurers to act in concert
could be interpreted as saying
that companies writing a big
risk on a pro rata share basis
would be violating the law if
they all quoted the same rate.

This would open them up to

Letterdink exits after

Bermuda'agreemenf
HAMILTON, Bermuda-Allen J. Lefferdink, operator of World

Insurance Co. Ltd. here, has pulled his insurance operations out

of the colony "by agreement" and has headed for Europe on his

ship the Sea Wolf.

Sir Henry Tucker, government leader (prime minister) of

Bermuda, told Business Insurance that he had discussed with Mr.

Lefferdink the "ceasing of his insurance operations in Bermu-
da."

The talk between Sir Henry and Mr. Lefferdink took place
after Washington State Insurance Commissioner Karl V.

Herrmann warned corporate insurance buyers against purchas-

ing coverage from companies domiciled in Bermuda or the
Bahamas. Mr. Herrmann said they enjoy totally umegulated

status and that his department had no information on the
ability of Mr. Lefferdink's World Insurance Co. to meet its
financial obligations.

COMMISSIONER Herrmann acted after Mr. Lefferdink's

company assumed liability coverage on an 80-boat Seattle
fishing fleet. Business Insurance had previously revealed the
existence of a reinsurance treaty executed between Mr. Leffer-
dink and Philip M. Wilson, operator of Farmers and Merchants

Mutual Fire Insurance Co., an unregulated minimutual in Mis-
souri that has operated beyond its authorized boundaries and
charter limitations.

"Beyond saying that Mr. Lefferdink left the colony by agree-
ment, the government is not eager to comment on this matter,"
Sir Henry said. "Bermuda takes pride on the probity of compa-
nies operating here, and adverse publicity does nothing to
enhance our ability to attract international companies of high
standards.

"The majority of Bermudian insurance companies are owned
by companies with unquestioned reputations," Sir Henry con-
tinued, "and the government of Bermuda is very much con-

cerned about the character of insurance companies domiciled
here."

Bermuda, he explained, has no insurance laws "because we
regard insurance as a highly sophisticated business and the adop-
tion of an insurance code in the American sense would impose
an obligation to properly police its provisions."

A REPORT IN the Royal Gazette published in Hamilton said
that Mr. Lefferdink planned to shut down his operations over a
period of two to six months. The newspaper said he invited his
staff of 25 persons aboard the Sea Wolf to show them the ship
and then, with his crew of seven, set off for Europe.

Less big risk capacity?
triple damage awards to policy-
holders rather than just a slap on
the wrist from the insurance

commissioner.

Therefore, buyers envision that
insurers could refuse to take a

share of business fronn another

underwriter, or, at the very least,
that they will end up with a
jumble of different rates.

TO GET AROUND these fears,
rating bureaus (such as the New
York Fire Insurance Rating Or-
ganization, the Insurance Rating
-Board, the Inland Marine Rating
Bureau, the Multiple Line Rating
Board and the Surety Assn. of

America) have been meeting. to
revise language of bylaws to the
effect that they will function as
technical services and fact find-

ing bodies for New York coverages
but will leave it up to individual

members to work out rates.

In the meantime, rating bur-
eaus have come under scrutiny in
Washington from the Senate an-
titrust and monopoly subcommit-
tee, which has been holding
hearings on auto insurance.

Wisconsin and Illinois have

"o pen competition" legislation
which will become effective on

Jan. 1, 1970. However, they em-
body no antitrust provisions sim-
ilar to the New York ban on col-

lective rating action by several in-
surance companies.

Capacity effects of the New
York rating law were considered
by the legal department of one
major insurer that decided to

pull out of rating bureaus.

"WE DISCUSSED the matter

of a lead underwriter offering us
a percentage of a jumbo risk at a

rate they had determined," a
company attorney said. "It would
be our decision that in such in-

stances we would accept the per-

centage of the risk but at a rate
we determined ourselves."

He said that his company de-
termined that taking such a risk
at the lead underwriter's rate

"would be violative of the new

rating law in New York."

Harold Grauff, an assistant yp
for CNA, said that the New York
rating law "won't curtail the
market" and would allow joint

underwriters to participate on a
singld risk by filing a joint ar-
rangement agreement with the
New York insurance department.

ALTHOUGH HE pointed out
that this -was his initial reading
of the new law, he felt that the

Continued on page 46
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Ho, ho, ho! Santa
in a snowmobile?

NEW YORK-Santa Claus

may show up this winter in
a snowmobile, now that
there's insurance protection
available for the vehicle.

The word from the Multi-

Line Insurance Rating Bu-
reau is that individuals can

buy snowmobile coverage

(including bodily injury and
property damage liability) as
part of the homeowners poli-
Cy.

Minimum annual premiums
for each snowmobile will

range from $34 to $55, de-
pending on liability limits.
Bodily injury and property
damage limits vary from $25,-
000 to $300,000. A medical
payment of $1,000 is also
available.

Pension plan used as defense
in attempt at corporate buyout

By GEORGE LANGWORTH

BINGHAMPTON, N. Y.-Endi-
cott Johnson Corp.'s employe
pension fund has been used as a
successful front line defense

against outside takeovers.
In 1961 the pension fund had

purchased over 85,000 shares of
Endicott Johnson common stock

without acquiring the right to
vote or the power of disposition
over the stock. These powers
were retained by the company to
prevent the stock's use in any
future outside takeover attempt.

But now that Endicott Johnson

has been acquired by friendly
forces, voting power has been
transferred to the pension fund

General contractors are well aware

of the importance of plans

and specifications
before they undertake construction work.
By the same token, Pacific Indemnity
"blueprints" protection to cover all of

the needs of contractors. Many
of the nation's leading construction firms
are Pl insureds. In brief, contractors are

a"specialtyof the house" with PI.

PACIFIC
INDEMNITY
GROUP

-CUB.gry
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Pacific Indemnity Co. Texas Pacific Indemnity Co.
Northwestern Pacific Indemnity Co.

711.
MULTIPLE

LINES

Affiliated with FEDERAL INSURANCE COMPANY through THE CHUBB CORPORATION

AUSTIN, ATLANTA, DALLAS, FORT WORTH, HOUSTON, KANSAS CITY,
LOS ANGELES, OAKLAND, PORTLAND
ST. LOUIS, ST. PETERSBURG, SAN FRANCISCO, SEATTLE, SPOKANE

trustee, Morgan Guaranty Trust
Co. of New York.

A decision by Brcome County
Supreme Court Justice Joseph P.
Molinari gave Morgan Guaranty
of New York City the power to
"retain, sell, exchange or vote"
the 10.2% of Endicott Johnson

Corp. common stock held in the
firm's employe pension fund.
Morgan Guaranty is the trustee
of Endicott Johnson's employe
pensicn fund, which holds 85,829
shares of Endicott Johnson com-

mon, representing 5.9% of the
fund's securities according to James
W. Dowling, general counsel for
Endicott Johnson.

AUTHORITY over the disposi-
tion of the stock had previously
been in the hands of Endicott

Johnson's board of directors, Mr.

Dowling told Business Insurance.
A three-man committee which

was appointed by the board of
directors held voting power over
the stock.

The unusual situation of a pen-
sion fund trustee holding stock
without any accompanying pow-
ers over its disposition came about
in 1961. Mr. Dowling explained

that Albert List, through his Glen
Alden Corp., accumulated over 85,
000 shares of Endicott Johnson

common stock in the space of a few
weeks. "Various organizations in
the community immediately re-
sponded by buying up other avail-
able common shares in the com-

pany in order to drive the price
up and stave off Mr List's bid,"
he said.

Boat maker

sues city
for no water

HAVERHILL. Mass.-The

Reynolds Boat Co., destroyed in a
fire a year ago, will appeal to the
state supreme judicial court its
$300,000 suit against the city of
Haverhill for not providing suffi-
cient water to battle the flames.

Attorney Thomas S. Allison Jr.
said he planned to appeal within
21 days the decision of state su-
perior court judge Edward J.
DeSaulnier, who denied the boat
company's action.

Mr. Allison said that the ques-
tion before the state suprerne ju-
dicial court would be whether

the company has the right to sue
the city in such a case. =
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Mr. Dowling explained that

Mr. List, when confronted with
law suits from minority stock-
holders, agreed to stop his at-

tempted acquisition on the condi-
tion that his current holdings in
Endicott Johnson be refurchased
from him at his average cost of
$31.50 per share. The only source
with enough capital was the com-
pany's pension fund.

THROUGH A COURT-approved
agreement the Endicott Johnson
employe pension fund purchased
the 85,829 shares of stock from
Mr. List. The 1961 agreement stip-
ulated that the board of directors

and a three-man committee would

maintain control of the disposition
of and voting power over the stock
as a security measure.

The petition to place control of
the stock with the trustee of the

pension fund was brought by En-
dicott Johnson's board of direc-

tors and joined in by the trustee,
Morgan Guaranty Trust. This
move, Mr. Dowling explained,
was intended to give the pension
fund more flexibility in further-
ing its growth potential.

Sources at Endicott Johnson

and Morgan Guaranty revealed
that this move was probably
made to accomodate a purported

N

Maxicoats viewed

as maxi-problems
NEW YORK-Maxicoats,

for chic and safety, should
end at the ankle. However,
most end at the ground,
where hazards begin.

The Greater New York

Safety Council has declared
the coats a "feminine hazard"

and one council official stat-

ed the primary reason for
this is that today's woman
does not know how to wear

yesterday's fashions.
One New York department

store has found maxicoats

and escalators a bad combi-

nation and, in an effort to
avoid on-premises injuries,
has posted signs by its esca-
lators reading: "Ladies, lift
your maxis." Shoppers with
arms full of packages find it
difficult to hold railing and
maxis simultaneously.

Subways and buses, with
their high steps and automat-

ie doors, pose another ob-
vious problem for maxi

wearers-after all, the last
time the long coat was in
style so was the horse and

buggy.

offer to exchange shares, due in
the near future, with the pension
fund from McDonough Co., a

Parkensburg W. Va. firm which
acquired control of Endicott John-
son in January of 1969. •

The sky is NOT
the limit for...

1
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Recommendations to ASIM

Editor suggests six ways to stem
criminality in insurance industry

SAN FRANCISCO-A call for

action by government and corpo-

rate risk managers to stem the
rising tide of criminality in the
insurance business was made by

Richard Bjorklund, managing ed-
itor of Business Insurance, at
meetings of the Southern Califor-
nia and Northern California

chapters of the American Society
of Insurance Management.

"Worthless coverage and unsat-
isfied judgments threaten all
corporate buyers of insurance and
their companies," Mr. Bjorklund
asserted, "but it is possible to do
something about the problem
within the existing framework of
state insurance regulation."

He recommended that ASIM

promote among its members this
six-point program for combatting
frauds and criminality within the
insurance industry:

• Enact a Federal law making
insurance companies subject, as
other companies are, to the Fed-
eral Bankruptcy Act, with the
provision that state insurance
commissioners be the liquidators
of insolvent companies. Such a
move, he maintained, would ena-
ble the Federal government to
prosecute those who deplete the
assets of insurance companies
that are in finandial straits.

• Adopt a uniform insurance
regulatory act in all 50 states and
the District of Columbia. Such an
act, Mr. Bjorklund maintamed,
would prevent weak state insur-
ance commissioners fromleaning
on weak provisions of their insur-

$12 million

LONDON-Underwriters in the
London market have agreed to
pay the $12 million loss involved
in the write-off of Seaboard
World Airlines "stretched" DC-8
at Stockton, Cal., on Oct. 17.

It is the biggest single aviation
hull loss on record to be rnet by
any world market, Stewart, Smith
and Co., international brokers who
handled the affair, claim.

Collection process for the loss
has n6w started from underwrit-

ers both at Lloyd's and among
British companies. A number of
large lines are on the slip.

Seaboard's DC-8 Super 63 jet
was a fire loss after touching
down on the runway at Stockton
on a training mission. •

Bowling proprietors

win safety dividend
OAKLAND, Cal.-An "ex-

ceptional on-the-job · safety
record" has earned 73 mem-

bers of the Northern Califor-

nia Bowling Proprietors Assn.
here a record 50% dividend

on their workmen's compen-
sation insurance premiums.

The 73 members collected
the dividend from Fireman's

Fund American Insurance

Cos. The refund covered in-

surance premiums for the
1968 policy year and is the
largest the company has ever
paid on a group account.

Phil Alston, executive sec-
retary of the association, ac-
cepted the dividend check.

ance regulatory statutes. "So of-
ten," he said, "a weak or corrupt
insurance commissioner takes ad-

vantage of loopholes in the insur-
ance statutes, just as do the crim-
inals invading the industry."

• Boycott insurance companies
domiciled in the Bahama Islands,
Bermuda and other places where
local laws and officials do not

require adequate balance sheet
reports to enable U.S. insureds to
measure financial adequacy of
the companies. Mr. Bjorklund
said that this publication has evi-
dence that insurers operating out
of Bermuda and other foreign ju-
lisdidions complete reinsurance

Richard C. Bjorklund

and other agreements with mar-
ginal U.S. insurance companies.

• Require state insurance com-
missioners to delve into the bal-

ance sheets of companies domi-
ciled in their states. He main-
tained that examination of finan-

cial statements is inadequate,
particularly in the present busi-
ness climate that promotes hold-
ing companies and other corpo-
rate arrangements that might
hide financial instability.

• Creation of an American So-

ciety of Insurance Management
clearinghouse for information

about marginal insurance compa-
nies. Mr. Bjorklund said that
there are some commercial re-

porting services that inform cor-
porate buyers of the financial sta-
tus and management characteris-
tics of insurance companies. "But
these services," he asserted, "are
more passive than active, and
sonnetimes they contribute to
buyers' confusion when criminal-
ly operated companies adopt
names similar to those approved

by reporting services."
• Willingness on the part of

risk managers to report irregular-
ities in coverage or claim adjust-
ments. "Courage on the part of
insurance buyers can do a great
deal to shut down marginal in-
surers," Mr. Bjorklund asserted.
"This was proved when a co-m-
plaint to Business Insurance by a
California risk manager resulted
in the exposure of Missouri mini-
nnutual connpanies that operated
for years outside of the jurisdic-
tion of the state's insurance com-
missioner."

Mr. Bjorklund cited as fertile
areas for criminals the Missouri

minimutual situation, the essen-
tially unregulated insurers on
offshore islands, the failure of in-
surance commissioners to suspend
operations of financially impaired
insurers, and peculiar loopholes
in state insurance statutes as well
as loose licensing practices by
some state insurance commission-
ers. "

GROUP
HEALTH RATES AT

NEWINGLANDLIFE
WILL STAY THE

SAMEFOR
36 MONTHS.

WEGUARANTEEIT.

At New England Life, group health plans now come with a three-year rate guarantee.
Which means that a group (from 10 to 100 people) can protect its future

for a full three years, at today's prices.
A real bargain when you consider the dramatic inflation in medical care costs.
Our health insurance plans are flexible because we don't sell them on a package basis.

Instead, we leave lots of room so that the individual employer will wind up
with a plan shaped to his individual needs.

And we make sure that our coverages are in tune with today's needs,
like convalescent care. Doctor's office and home visits. X-ray and laboratory expenses.
And major medical maximums up to $50,000.

So now employers can stop losing sleep over rising group health insurance rates.
Because New England Life has a plan that will help stabilize the cost of doing business.
We guarantee it.

rn and
-life

New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Massachusetts 02117
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 washington watch
,

Ribicoff group blames malpractice
suits, premiums for medical bill r I ses

WASHINGTON-A n o t-y e t- pressures being created. therefore compensable by the

public, highly-explosive, 300- The study, entitled "Medical community; whether the govern-

page Congressional study by Sen. Malpractice: the Patient vs. the ment should provide legal aid to

Abraham Ribicoff's (D., Conn.) Physician," says such alterna- the poor to help them seek re-

subcommittee on executive re- tives might include a reinsurance dress from personal medical or

organization cites skyrocketin g pool to which the government surgical injury; and, whether the

increases in medical malpractice would contribute, as a means of government should insist on crea-

suits and insurance premiums as easing pressures on insurance tion of more effective regulatory

a principal factor in rising doctor firms to increase premiums. devices over health presentation

bills and says that because the Other considerations that de- and health facilities to assure that

problem "threatens to become a serve Congressional study, it con- those who are providing care are

national crisis" the government tinues, are whether medical or competent to do so.

may have to consider "alterna- surgical injury to a patient is a
tives of its own" to help ease the com'munity responsibility and THE MOTIVATING force be-
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hind the government's interest in
malpractice is that it is paying an
increasingly higher share of the
total health bill in America and
is therefore directly affected by
increases in doctor bills being
brought on by the increasing
costs cf malpractice coverage.

The study quotes Aetna Life &
Casualty Co. as saying that the
number of malpractice claims
has increased 43 % in the last
five years while the average cost
per claim has jumped 200%.

A Cleveland lawyer is quoted
as saying that the number of
malpractice suits he has handled
increased 400% between 1955
and 1 366. And, a Los Angeles
carrier reported to the committee
that the average cost per claim
has increased from $2,478 in 1957
to an anticipated $13,325 in 1970.

THE COMMITTEE further cited
a 1963 American Medical Assn.
study indicating that 53,000 phy-
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The Sperry and Hutchinson Company looks to pastures as green
as its trading stamps for growth into the Seventies. By purchasing
Bigelow-Sanford, Inc., among their other interests, Paige
S&H put a new title on their door: Acquisition-
Minded. S&H knows the value of imaginative OBrion
insurance coverage, too. They rely on the
knowledge and experience we offer. Russell

BOSTON • NEW YORK · PORTLAND · LOS ANGELES · ATLANTA • HARTFORD · MANCHESTER · HOUSTON

sicians (one in six) had been sub-
ject to a malpractice suit at that
time. About 12,000 (one in 25)
had had two or more.

The increase in number and
cost of claims has forced many
insurers out of the market, the
report states, and most of these
who have remained have had to

sharply increase their premiums.
For example, the report says,

in Los Angeles, premiums for
general surgeons rose from $1,900
a year in 1968 ($8.60 per work
day) to $3,900 in 1969 ($17.70 a
work day). Applied to cost of
office visits, if an Md sees 20
patients a day, his patient cost of
malpractice insurance jumped to
85¢ this year frorn 43¢ last year.

PHYSICIANS classed as "sub-

standard risks" by carriers pay
an average of $8,000 to $10,000 a
year for malpractice insurance,
the report states. Doctors, law-
yers and insurance connpanies
declined to speak for the record
about how well the medical pro-
fession has regulated itself, ac-
cording to the study. But, it con-
tinues, privately "they feel that
physician and hospital staff regu-
latory mechanisms are wholly in-
adequate."

One insurance firm told the
subcommittee of a physician who
was chronically negligent. Actu-
aries estimated that he had one
chance in two of injuring a pa-
tient severely or of being respon-
sible for a death. His premium
was set at $50,000 a year, but he
declined saying he would insure
himself.

SEN. RIBICOFF quotes a Los
Angeles attorney who charges
that the medical profession "has
been loathe to weed out or re-
strict the practice of those physi-
cians who are in fact guilty of
medical negligence or abuse."

He cites American Medical

Assn. records which show that in
1968, state boards of rnedical ex-
aminers revoked licenses of only
64 physicians out of a total of
300,000 licensed to practice. An
additional 59 received revoca-
tions with stays and another 60
had their licenses suspended for
stated periods of time.

In addition to directly adding
to the physician fee, the mal-
practice insurance situation is in-
directly pushing fees upward by
limiting the number of physi-
cians in practice, according to the
report. Rising costs of malprac-
tice premiums are not only mak-
ing it difficult for young doctors
to begin and continue in practice,
but are forcing many elder semi-
retired Mds into retiring com-
pletely prematurely, it says.

THIS IN turn contributes to

the doctor shortage, causing those
in practice to be overworked and
therefore more prone to error.

Furthermore, the report con-
tinues, the patients feel ignored
under such conditions and are
therefore more likely to sue.

A third way that the worsen-
ing malpractice situation is lead-
ing to higher medical costs is that
it is forcing many doctors to
practice "defensive medicine,"-
that is, viewing each patient as
a potential malpractice claim. This
often leads to excessive diagnostic
procedures for patients, the report
points out.

SOME (IDS order complete X-
ray studies of injured limbs even
without the slightest indication of
fracture, adding $20 to $30 to the
patient's bill, even though it may
be unwarranted in 99 out of 100
cases, Eli P. Bernzweig, special
assistant for malpractiee research

committee.

One idea that the private sec-
Continued on page 47



uestion#19
Should an insurance company take

advantage of 66technicalities" to deny
coverage under its policy?

Technicalities are legal rules whose
purpose is to preserve equity. An insur-
ance policy is a legal contract. Its terms
and provisions, including both benefits
and exclusions, are framed with a view
to making the policy do only what it
should, but all of that.

When its technicalities advance that
purpose, certainly the insurance com-
pany should 66take advantage" of them.
To do otherwise would be unfair to all
of its other policyhblders, ..:. . i nt- «. «frj.
whose own -rates and «- = 4
future insurance costs 3 8 :.
are largely determined '

*».4 -*f..Zidl .
by the number and size

«4 , , , ,

of the losses paid under 1 7 -
all of the policies in force. 0, 4:4,„r -

But the letter of the sr. f»« 41;
4 ' 1 . # 9.: m.

contract does not always serve its spirit.
Sometimes an insurance policy cov-
erage technicality, strictly applied, can
operate not to advance fairness but to
defeat it.

In that kind of situation; Employers
Insurance of Wausau ignores technicali-
ties. Our overriding objective is to fulfill
the intent of the policy.

Why ? Because good business is a
product as well as a method of opera-

ae. tion-and we've got to
be proud of the end re-

ru sult when we turn out
the lights at night. -

, '. '.1,45 j A., 1, J-«»A f

If you scoff at that,V\'AU SAU -'ijE<<B'.

- :r , - .» ..y.:<.:..< don't ask why kids don't
want to get into the

EF* t=f t j ff business world. today.
* 9.414 F

A '

Employers Insurance of Wausau

We think insurance
ought to work for

a living.



following the funds

Scott gets 15% return on pension
but decides to seek outside help

By RANCE CRAIN
NEW YORK--Scott Paper Co.,

which has chalked up a 15% rate
of return on its pension fund over
the past 17 years with ir.house
supervision, is nevertheless in the
throes of turning the fund's man-
agement over to outside advisors.

With a record considerably bet-
ter than average, why change?

"We felt we didn't really -inder-
stand the actuarial assumptions
and the accounting of Tension
funds," according to J. Lawrence
Shane, treasurer of Scott.

"We were troubled by just how

conservative our assumptions

were," Mr. Shane told a pension
conference sponsored by Donald-
son, Lufkin & Jenrette the other
day, "and we were startled and
astounded to see how much a 1%

improvement in the pension per-
formance could mean to our

earnings per share."

SCOTT DECIDED to , "leave

the decision-making to the pro-
fessionals" because the company
"didn't have anybody with this
expertise " according to Mr.
Shane. Also, he added, the firm

wanted to introduce some compe-
tition into the pension mix "to
improve the chances of increased

attention" being given to Scott's
$100 million-plus fund.

Mr. Shane served on a panel
which thrashed out various pen-
sion investment problems. Others
adding their comments were

Davis Dunbar, investment man-
ager and assistant vp of finance
of Bethlehem Steel; Russell L.
Goings Jr., of Shearson, Hammill
& Co.; George D. Gould, exec vp
of DLJ; Charles Reilly, president
of Standard & Poor's Inter-

Capital Inc.; and Peter H. Vermi-
lye, vp of State Street Invest-
ment Corp. Moderator was Jerry
Goodman, managing editor of the
Institutional Investor, who as
"Adam Smith" wrote "The Mon-

ey G:me."
Mr. Dunbar disclosed that

Bethlehem has always run its

own pension plan-with Morgan
Guaranty Trust Co. as custodian
-and it has no intention of

farming out the chore. He said
that from 1928 to 1949 the fund

had assets of about $30 million
("it was very aggressively man-
aged; we were exclusively in
government bonds," he quipped).
The fund now has assets of $600
million.

MORGAN GUARANTY, in ad-

dition to measuring performance
of the fund-the portfolio is on
the bank's computer-also pro-
vides Bethlehem with a "window

on Wall St. and also gives Wall

St. a window on Bethlehem," Mr.

The insurance squeeze
It can also pinch
your profits.

Current corporate expansion is putting the in-
surance industry's underwriting capacity under
the most severe strain since World War 11. Add to

this supertankers ten times the size of the largest
tanker then; and now jumbo jets twice as large as
any before.

Because insurance companies are being
asked to cover such an .unprecedented volume at
a time of heavy losses and limited new capitaliza-
tion, ousinesses are finding it harder and harder to
get adequate insurance protecticn. Inadequate
coverage endangers your profits.

Inthis kind of market, the -1&H approach

is the best way to protect your profitability. We
help in a number of ways.

We help you reduce losses (which helps
reduce premiums) by providing you the services
of our staff of experts on safety,- prcperty loss con-
trol and containerization, to name just a few of the
regular services included in the J&H approach.

We also offer our know edge of world
insurence markets. If the coverage you need is
availaile, we'll find it for you.

We steer you clear» of overinsurance, or
even more costly underinsurance.

Our approach as insurance brokers and
employee benefit consultants has one aim -- pro-
tecting your profits.

Johnson&Higgins
In major cities in tre United States, Canada, around the world, and at 63 Wall Street. New vork.

Dunbar pointed out.
When Scott went about the job

of dividing its pension business
among three advisors (one of its
own and two new outside ex-

perts), Mr. Shane said the com-
pany looked at 13 concerns from
several different viewpoints.

Scott wanted to know the size

of the firms, what other clients
they had, their experience, how
important pension fund manage-
ment was to their overall corpo-
rate mix, their performance re-
cord, what kind of holdings con-
tributed to their performance re-
cord, how free individual invest-
ment managers were to act and

whether their investment philos-
ophies were compatible with
Scott'S.

"WE WERE very well im-
pressed with the entire group,"
Mr. Shane said. "Of course, it's

not too difficult for any firm to
say most of the right words. But
the size of the firm and the num-

ber of accounts they handle are
facts and couldn't be adjusted too
much in their presentations."

Speaking of percentage figures

for pension performances, several
of the panelists expressed skepti-
cism of this method of evalua-

tion. As Mr. Reilly of InterCapi-
tal put it, "the number becomes
the goal. I prefer to see a highly

competitive excellent perform-
ance in the broad framework of

other capital pools."

Mr. Vermilye, of State Street
Investment, said his firm gives

investment performance figures
"with very little confidence but
only because clients expect some
answer. It's a mistake," he added,
"for corporations to pay any at-
tention to individual issues and

to interrogate us" on each pur-
chase. Clients, he said, should
have a "keen interest" in the

overall result but not bug advis-
ors on a day to day basis.

MR. GOINGS, a onetime pro-
fessional football player, sounded
a theme that was later taken up
by luncheon speaker Andrew
Heiskell, chairman of Time Inc.,
namely that corporate pension
fund managers have an obligation
to invest funds in socially worth-
while activities.

Mr. Shane acknowledged cor-
porate responsibility in this area,
pointing out that Scott and other
firms are already active in creat-
ing jobs for minority workers.
"It's a short jump to taking part
of our pension money and being
concerned where the money goes."

Mr. Dunbar added: "The name

of the game is change. Twenty
years ago there was no venture
capital and no stock investments.
If this is coming we'11 do it."

WHAT'S NEEDED, Mr. Goings
said, is venture capital vehi-
cles "with a good sound rate of
return." But, he cautioned,
"when you start to bring some-
thing on str6am you don't hope
to optimize profits" all at once.

Mr. Goings said that pension
funds "have to become inclusive

if the capitalist system is to re-
main viable. If you can't get your
goods and services through the
indian territory, where are you
going to sell them?"

Mr. Heiskell, in his luncheon

talk, asserted that "today's pen-
sion funds are themselves a

product of social unrest and up-
heaval in the United States. As

the labor movement grew in the
'2Os and '3Os, workingmen sought
to obtain a decent level of guar-
anteed retirement income. Amer-

ican business responded to this

pressure, and from the confron-
tation arose the pension pheno-
menum."

THE TIME executive contend-

Continued on page 50



66ello,Frontl)esk?
You'vegivenmethekeys

tothewrong wife:'
A myopic desk clerk hands Staff Sergeant Andrews the

keys to Master Sergeant Andrews' room. The staff sergeant
walks in on the master sergeant's wife.

Enter the master sergeant. Exit everybody's cool.

Except maybe yours, gentle reader. Because it's not your
hotel. And it's not your wife.

It's only your insurance company.

But if the company that insures you is the kind of company
that always bails out its policyholders with money, you don't even
have an insurance company. All you've really got is a policy. A
very expensive policy. Because somebody (meaning everybody)
has to pay for all those paid-up claims.

Consolidated thinks you deserve more than placated
claimants to show for all those premiums.

Consolidated thinks you deserve a genuine, loss-preventing,
claims-investigating insurance company. A company that
knows when and how to use its ingenuity and when and how
to use its money.

As in the case of Andrews vs. Andrews, when a Consolidated
claims man bargained on the theory that true love could even
avert a possible invasion of privacy suit.

In the hotel when the comedy of errors occurred, he settled
the fracas on the spot by scouting down Staff Sergeant Andrews'
young bride and bringing her to the elder Andrews' room.

Not that all potential claimants are push-overs when it
comes to honeymooners. Not that there's always a claims man on
the scene to save the day. But in the absence of either,
Consolidated's omnipresent loss prevention engineers have been
known to send more than one desk clerk to the eye doctor.

Something to think about if your agent or broker didn't have
the foresight to find you a company instead of just a policy.

#> Consolidated Insurance Companies
345 Adams Street, Brooklyn, New York

When youneed a comparf
Not justapolicm
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DAVIS, DORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007 v TEL: (212) 96£-2500

TIED DOWN AT
YOUR Local puan

Your local independent Royal-Globe agent can do the whole thing for you
quickly and easily.

All over the United States local Royal-Globe underwriters are equipped to
give your local insurance man high-speed service on industrial aid aircraft-
single-engine, multi-engine, or jet. They can advise him fully about forms
and procedures and quote rates promptly. They can insure damage to your
plane and cover your liability for its ownership and operation. They have
everything it takes to satisfy your insurance needs. Why shouldn't they-we
designed our lirst aircraft policy in 1917.

Check in with your regular insurance supplier and let him check out the
Royal-Globe Aviation Insurance story for you. You'lllike it.

OVAL-GLO/6'

ROYAL+GLOBE *=frv
f You„lin*endm,1

INSURANCE COMPANIES 150 William Street. New York, N.Y. 10038
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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 pamphlet issued by the
Kemper Insurance Group con-
tains a complete check list to be
followed in winterizing plant

buildings and yards and road-
ways and fire protection systems
and equipment. Winterizing Your
Plant also lists action to take
when a freeze-up does occur.

Copies may be obtained by writ-
,ing Combined Property Dept.,
Kemper Insurance, 4750 Sheri-
dan Rd., Chicago, Ill. 60640.

• A revision of the 1955 edition

of the Safety in Quarry Opera-
tions Standard has been com-

pleted by the National Safety
Council. The 43-page document
contains an illustrated appendix
and sells for $5 per copy. (Dis-
counts are allowed for larger or-
ders.) Write the American Na-
tional Standards Institute, 1430
Broadway, New York, N. Y.
10018.

• A new line of wrenches fea-

turing a spring-loaded ejection
device has been manufactured by
Miracle Instrument Co., 1569

Third Ave., New York, N. Y.
10028. The devices prevent the
tools from remaining in position
after a chuck has been tightened
and pressure on the wrench has
been released. The items sell for
between $10.80 and $34, depend-
ing upon size. Write the company
for illustrations and information.

• 101 Ways to Save Money on
Your Car is an eight-page bro-
chure released by the National
Auto Club. Points covered in-
clude: getting more miles per
gallon; making tires last; saving
money on insurance; maintaining
the appearance of the auto; sav-
ing on engine repairs; getting
longer battery life. The item
would be useful and appreciated
as an employe-handout and

would be especially valuable to
drivers of fleet cars. For each
copy send 35¢ in coins to the club
at Box 2368, Elmont, N. Y. 11003.

• An illustrated brochure from
Willhon Products Div., ESB Inc.,
describes Air-supplied Respira-
tors used in a wide range of in-
dustrial environments as a non-
emergency device to combat the
long-range cumulative effects of
dusts, vapors and mists. For more
information, write: Merehandis-
ing Mngr., Willson Products Div.,
ESB Inc., P.O. Box 622, Reading,
Pa. 19603.

• A 27-page, pocket-size book-
let, Logging Safety, has been
prepared by the safety engineer-
ing department of Hewitt, Cole-
man & Associates Inc. Free sin-
gle copies of the color-illustrated
item are available from the com-

pany at P. 0. Box 3665, Green-
ville, South Carolina 29608.

Quantities may be purchased for
54¢ each.

.

• The National Fire Protection

Assn. has published in pamphlet
form its Proposed Standard for
Fire Tests of Window Assemblies

(NFPA No. 257-T). The text has
not yet been officially adopted by
NFPA and is still subject to
major revision. The item applies
to window assemblies including
glass block and other light-trans-
mitting assemblies for use in wall
openings to retard passage of fire.
Copies are available from the as-
sociation for 75¢, at 60 Battery-
march St., Boston, Mass. 02110.

• Computer Claims Control has
published a new brochure enti-
tled Facts in Motion for IM-

PACT. IMPACT stands for In-

surance Management + Accident
Control Technique, an informa-
tion control system to relate the
total costs of accidental loss to

each operating division of a com-
pany. Monthly computer reports
are designed to communicate
with divisional management to
motivate correction of cost-caus-

ing conditions. To obtain a Facts
Pack on IMPACT, write Guyon
Saunders, Computer Claims Con-
trol, Box 9013, Armarillo, Tex.
79105.

• The thirteenth edition of Fire

Protection Handbook has just
been published by the National
Fire Protection Assn. Each of the

117 chapters has been exhaus-
tively reviewed by experts in the
specific subject dealt with and
updated to incorporate the latest
fire experience, research and
technical developments. The il-
lustrated book is divided into 20

sections, which give a progressive
understanding of fire and its
control. Among additions to the
current book are an entire new
section on industrial and manu-

facturing process hazards and a
table on state and provincial fire
laws. The book is available at
$22.50 from the association at 60
Batterymarch St., Boston, Mass.
02110. Discount prices apply to
orders for six or more copies.

• Building Codes, Their Scope
and Aims is a booklet prepared
by the engineering and safety
department of the American in-
surance Assn. It traces the de-
velopment of building code con-
cepts from the Babylonian era to
the present and also discusses fire
prevention. detection and extin-
guishing. Suggestions for stricter
enforcement of existing codes are
also made. The illustrated item is
available for 20¢ from the asso-
ciation at 85 John St., New YQrk,
N. Y. 10038.

• Those responsible for safety
in plant operation will be interest-
ed in an item from Lansing B.
Warner Inc. The brochure covers
two safety topics: Cutting and
Welding Can Be Made Safe and
Operate Power Lift Trucks Safe-
ly. A total of 17 safety precau-
tions are detailed and an explan-
'ation of the Warner specialist
and loss prevention service is
also given. A free copy is avail-
able by contacting Russell K.
Hedborn, Marketing Mngr., Lan-
sing B. Warner Inc., 4210 Peter-
son Ave., Chicago, Ill. 60646.

• The Industrial Policy is an
j illustrated brochure from the

Home Insurance Co., 59 Maiden
Ln., New York, N.Y. 10008. The
literature disects the policy in
terms of property damage, busi-
ness interruption, automobile lia-
bility, crime and fidelity, excess
and catastrophe coverage, work-
mens compensation and ocean
marine insurance.



• The Chamber of Commerce of
the United States has released a
72-page book telling businessmen
how to detect organized crime in
their own companies. Desk Book
on Organized Crime points out
the symptoms of organized crime
techniques and suggests what
businessmen can do to combat
them. The book gives details on
how to fight dummy or fraudulent
associations, gambling, labor
racketeering, loan sharking, mo-
nopoly and coercive competitive
practices, illegal uses of stocks,
bonds, credit cards, and illegal
takeover of a legitimate business.
For a copy write the news de-
partment of the Chamber of
Commerce of the United States,
1615 "H" St. N. W., Washington,
D. C.

• A four-page illustrated bro-
chure on Data-Vault, Walk-In
Computer Media Vault is avail-
able from Data-American Equip-
ment Co., 333 N. Michigan Ave.,
Chicago, Ill. 60601. It explains the
need for vault protection of com-
puter tapes against fire, steam ex-
plosion and flood. The new vault
protects tapes with a temperature
less than 140'F. for at least six

hours in a fire exposure equal
to the American Standard Time
and Temperature Test reaching
2,250°F.

• Information on a line of fire

alarm equipment is now avail-
able from the Standard Electric
Time Corp. Alarm-matic is a
brochure describing the basic
control panel module featuring
low voltage operation, automatic
DC standby. low voltage trouble
signals and station circuits which
provide positive trouble and
alarm annunciation. Modular

components to make up a variety
of systems for a variety of appli-
cations are illustrated and de-
tailed. Dimensional data and de-
scription of accessories are also
included. Request publication 263-
A from the corporation at 89 Lo-
gan St., Springfield, Mass. 01101.

• Computal Corp. offers two
example booklets explaining
their Business Insurance Analy-
sis and Computer Report serv-
ices. The format of the literature
is that of a questionnaire, which
would be filled out by the cus-
tomer, and the actual analysis he
would receive. For further infor-
mation contact the company at
165 W. Jackson Blvd., Suite
A2101, Chicago, Ill. 60604.

• Royal-Globe Insurance Cos.
have compiled a 52-page publica-
tion entitled How to Reduce Em-
bezzlement Losses. The material
is handled in a question-and-an-
swer form that can be easily
adopted for use in any type busi-
ness and flow charts are used to
trace handling of incoming and
outgoing funds, purchasing and
receiving inventory, handling of
petty cash, and checks on ship-
ping and stock in storage and
withdrawal. The item, which costs
$1, may be obtained from the fi-
delity-burglary department of the
companies, 150 William St., New
York, N. Y. 10038.

• When a disaster hits a plant
or factory, what is done in the
precious few minutes before
public assistance arrives makes
the difference between life or
death and serious loss or preser-
vation of property. Emergency
Organizations for Industry and
Commerce tells how to organize,
staff, equip, train and maintain
in constant readiness an emer-
gency organization capable of
coping with the situation. Free
copies of the booklet may be ob-
tained from the Combined Prop-
erty Dept., Kemper Insurance,
4750 N. Sheridan Rd., Chicago,
Ill. 60640.

Ask /CC to order continued coverage
NEW HAVEN-At a U.S. cir-

cuit court hearing it was decided
that the Interstate Commerce

Commission would be asked to
order Penn Central Railroad to

continue life insurance payments
for 1,200 retired employes of the
New Haven Railroad ( since ab-
sorbed by Penn Central).

A motion for a supplemental
order giving the ICC's position on
the insurance issue, Business In-
sur(mee was told, would be filed
by a Washington law firm repre-
senting a group of railroad un-
ions. The complainants have won
a 60-day extension of the insur-
ance coverage, which was to have
expired Oct. 31.

At a hearing before U.S. Circuit
Judge Robert P. Anderson here,
an ICC attorney said that the
agency had already investigated

the question matter and formally
decided that the Penn Central

should continue the company-
paid insurance.

HE ADDED that the ICC in-

tended to have this coverage con-
tinued with approval of New
Haven's sale to Penn Central.

Judge Anderson granted a 60-
day continuance on a request for
an injunction to halt the planned
insurance elimination. He said

that the petition would be sent to
the ICC for a ruling during this
period and reconsidered by the
court.

Meanwhile, Congressman Rob-
ert N. Giaimo (Dem., Conn.), dis-
closed that the ICC would be

asked for a formal interpretation
of the life insurance question and
for issuance of a supplemental

e

order if it intended the railroad to

continue insurance coverage.
Purpose of the move was to

speed up an answer to the ques-
tion of whether the ICC intended

the railroad to continue the cov-
erage and to remove all problems
related to the situation. (In effect,
Mr. Giaimo's gesture plunks the
issue squarely before the ICC.)

THE RAILROAD has continued

to maintain that the sales agree-
ment involving the former New
Haven line did not require Penn
Central to continue company-paid
insurance of employes retired
prior to Dec. 1. Penn Central has
commented that it had "volun-

tarily" continued the benefit for
the first six months of 1969 on a

temporary basis.
The interim payments had been

L nooln Nallonal
LITE INSURANCE COMPANY

Its name indicates its character

An affiliate of Lincoln National Corporation

LIFE • HEALTH • ACCIDENT • ANNUITIES o GROUP o PENSIONS

continued by the bankrupt estate
of the New Haven line on a tem-

porary, voluntary basis. The
bankrupt estate recently in-

formed the retired employes that
it could no longer continue the
payments because of financial
conditions, as reported in Busi-
ness Insurance.

The action would affect some

1,200 men and women, most of
them former employes in the gen-
eral offices, between ages of 66
and 96.

It is argued that if the 1,200
lose the company-paid life insur-
ance, additional hardships will
ensue because of the high cost of
coverage of individual policies at
advanced ages.

The controversy does not in-

tral will continue to pay. •
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START YOUR 1970 ADVERTISI NG PROGRAM IN

BUSINESS INSURANCE

WITH THE SPECIAL JANUARY 5th

COMMERCIAL AUTO & FLEET INSURANCE ISSUE

AD CLOSING: DECEMBER 22

740 Rush

Chicago 60611
812) 337-5200

630 Third Avenue
New York 10017
(212) 986-5050

6404 Wilshire Blvd.
Los Angeles 90048
(213) 651-3710

2500 N.E. 48 Lare
Ft. Lauderdale 33308
(305) 564-1850
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Canadian e

gives $5 m
TORONTO, Ont.-Insurance

available from a federal Crown
corporation for the first time to
Canadian companies investing
abroac is seen as a means of both
helping developing countries and
increasing Canadian exports, ac-
cording to V.L. Chapin, vp of the
Export Development Corp., which
provides the insurance.

Speaking at a seminar on the
corporation sponsored in Toronto
by the Canadian Export Assn. and
the Canadian Bankers Assn., he
said private capital flows encour-
aged by EDC investment insur-
ance will be counted as part of
Canad:'s attempt to achieve the
United Nations target of 1 % of a
country's gross national product
for foreign aid.

The anatomy of
poor planning

Don't let it happen to your insurance program
Ourfictitious friend presents aconfused picture-but he illustrates a point. Desirable
results come from careful planning.

It's the same with your insurance program.

Too many companies buy insurance programs helter-skelter tacking on a needed
coverage here-adding new insurance there-rarely evaluating their total program
in relation to their total needs. The frequent result? A confused insurance picture.
That's where Hall can help.

A Hall team of insurance professionals can analyse yourpresent program-pinpoint
any flaws-and then recommend feasible, effective answers to your insurance needs.
Why not find out about it? Send for the brochure which describes our services.

FranliB.Hal/&ro.
NEW YORK · CHICAGO • SAN FRANCISCO · OAKLAND · LOS ANGELES • PORTLAND • SEATTLE
ANCHORAGE · HONOLULU LONDON • OSLO HONG KONG MELBOURNE
Service Facilities Throughout the World

• Insurance Brokers • Average Adjusters • Employee Benefits Consultants • Estate Analysts • Actuaries

xport unit
illion cover

Such investment may also help
Canadian  exporters jump tariff
barriers of developing countries
and may draw in Canadian ex-
ports. Subsidiaries of U.S.-based
multinational corporations have
undoubtedly greatly increased

U.S. exports to the countries
where the subsidiaries are situat-
ed, thus helping the U.S. balance
of payments.

THE EDC BEGAN operations
Oct. 1, succeeding the 25-year-old
Export Credits Insurance Corp. It
insures Canadian exporters against
both commercial and political
credit risks, makes long-term loans
to foreign buyers for large capital
projects bought from Canada
and, unlike the ECIC, may insure
Canadian investors abroad against
noncommercial risks.

Barry Culham, director of the
EDC investment insurance pro-
gram, said more than 50 compa-
nies have inquired about 70 pro-
jects in 40 countries since the pro-
gram began getting publicity
about three months ago-without
any great effort so far by the
EDC to seek clients.

About half the proposed pro-
jects are in the Caribbean, a tra-
ditional area of Canadian invest-
ment.

THE INSURANCE is generally
limited to projects in developing
countries and is only for noncom-
mercial risks, such as expropria-
tion, confiscation, war, revolution,
or inability to repatriate capital or
earnings. It is for new investment
only, although this may include
augmenting previous investment.

There is a $5-million liability
limit for any one project and a $50
million limit for the total invest-
ment insurance liability the EDC
may assume at any one time. •

Electric firm

sets up fund
for pollution

LONG HARBOR, Nfld.-The
company blamed earlier this year
for polluting northern Placentia
Bay with waste from its phospho-
rus plant announced the estab-
lishment of a $300,000 fund to
compensate fishermen.

But the statement by the Elec-
tric Reduction Co. of Canada Ltd.
ddnied it had any legal responsi-
bility to make up losses in fisher-
men's income.

"Nevertheless, the company has
recognized that fishermen, through
no fault of their own, have been
subjected to hardship and it is the
company's wish, as a responsible
member of the community, to make
a contribution to the relief of this
hardship," the statement said.

Recently, about 140 Placentia
Bay fishermen retained a lawyer
to prepare compensation claims
against Erco.

The bay was closed to fishing
last spring by the Federal govern-
ment but was given a clean bill of
health by Federal scientists in
July after Erco stopped produc-
tion and agreed to dispose of
plant waste in settling ponds
ashore. The plant is back in oper-
ation. •

Steinbock president
Elmer L. Steinbock has been

elected president and chief exec-
utive officer of Security Mutual
Insurance Co. of New York. He
succeeds A. J. Gurevich, who re-
mains chairman. Ned Gurevich
was elected exec vp.
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USWA wins 'bigges¥ benefit, wage gain of '69
SUDBURY, Ont.-The 16,000

members of United Steelworkers

of America Local 6500 have rati-

fied what the union claims as

"the largest industrial settlement
package of wage and benefit
gains in Canada or the U.S. in
1969."

The removal of all pension off-

sets, a fully company-paid wel-
fare program, a new company-
paid drug plan, wage increases
totaling 93¢ per hour and a new
cost-of-living bonus are the ma-
jor factors of a settlement be-
tween USWA and International

Nickel Co. of Canada which in-

creases the company's employe
compensation by $1.45 an hour.

Previously the employe pen-
sion plan was a combination of
the Inco pension plus the Canada
Provincial Pension Plan with an

offset built in, Ontario Mancini,
Sudbury's union area supervisor,
told Business Insurance.

"PREVIOUSLY, the monthly

total an employe would receive
ran about $271.25. Under this set-
tlement, Canada pension offsets
will be removed from the pen-
sion plan in 1971. All Inco em-
ployes going on pension will re-
ceive full benefit of both their

Inco pension and of the Canada
pension plan. This will up the
rnonthly pension paynnent to

about $314.71, which is a $34.00
monthly increase."

A workmen's compensation off-
set, which was also in effect has
been done away with in the new

agreement, Mr. Mancini explained.
"A totally disabled employe with
25 years service at any age under
60 receiving a workmen's compen-
sation pension of $40 would have
received $266.41. Under the new
agreement, his pension is now
$360.32 a month. This is what re-
moving that offset means," he said.

The new prescription drug
plan, which the new agreement
called for was based on that plan
provided by Blue Cross in Ontar-
io. "It pays for all drugs which
have prescribed by a medical
doctor," Mr. Mancini explained.
"There is a 35¢ deductible on
each prescription." The plan, in
effect as of the date of the agree-
ment, is entirely paid for by Inco,
Mr. Mancini revealed.

INCO, which had previously
maintained all of its plans as at
least partially contributory, agreed
to the "full payment by the com-

Cost-of-living
hike sought
for pensions

OLYMPIA-The Washington
Public Employes' Retirement

Board has voted to seek legisla-

tion to provide for a retroactive
cost-of-living escalator clause in
public employes' pensions.

The proposal was submitted to
the Washington Public Pension
Commission in Nov.

The bill is to be presented to

the 1970 special session of the leg-
islature but will not require an
appropriation at that time. The
amount of the appropriation to
be asked for has not been deter-

mined.

A bill to provide a 2% annual
increase for employes already re-
tired passed the Senate but died
in the House in the 1969 session.

The new bill would differ from

that one in providing the in-

crease for future as well as past
retirees and in being pegged to
the consumer price index instead
of a percentage. •

pany for all medical insurance and
welfare benefits," Mr. Mancini
declared. Inco will take over the

full cost of the Ontario Health

Services Insurance Plan, the new
$5,000 accidental death and dis-
memberment insurance, the Ontar-

io Hospital and the Blue Cross
supblementary benefit plan. Inco
also agreed to offer life insurance
coverage to employes who have

previously neglected to take out
such coverage.

Under the new agreement sick-
ness and accident benefits will be

increased from the present $65 a
week for a year to $70 of benefits
payment for the first four weeks
out of work and then the payment
will increase to $80 for the remain-
ing 48 weeks of applicability. Dur-
ing the first two years of the con-
tract Inco will continue to pay

60% of the cost and the employe
will contribute 40%. However, in
1971, the company will assume
full cost of the sickness and ac-

cident benefits program, Mr Man-
cini explairied

In addition, Inco will assume
the full cost of life insurance

benefits in August of 1971, Mr.
Mancini said, "at which time the
entire welfare program will be
fully paid for by the company."

UNDER THE OLD agreement,
Mr. Mancini said, the minimf
sick leave to which an employe
was entitled was 14 days. Any

extension of this period was up
to the descretion of Inco manage-
ment. "Now sick leave of up to
one year is a right for employes

with less than nine years of serv-
ice and of up to two years is a

right for all employes with nine
or more years of service. Any
extension 6f these limits will be

up to the discretion of the com-

pany."
According to Mr. Mancini, un-

ion and Inco negotiators agreed
on three annual jumps in the
average hourly wage totaling a
93¢ per hour rise. The 1969 rate

jumped 43.8¢, 1970's rate climbed
by 24.2¢ and 1971's rise totalled

20¢. A new cost-of-living bonus
of 5¢ an hour was added to round
out the total increase, he ex-
plained.

Apparently the settlement has
been the major factor in Inco's
price boost of nickel last month.
The company announced a 25¢
per pound increase, raising the

producer price to $1.28 per pound.
U.S. Steel C6rp. followed this

Inco move by raising prices of its
products which include nickel-
some 3 % of its shipments are
affected. The increases vary ac-
cording to what percentage of a
product's content is nickel; a

fairly common alloy which is
made of molybdenum and nickel
registered an increase of $5 per
ton, or about 2.2%.

Although U.S. Steel's move did
not apply to big volume stainless
steel products, such as sheet and
strip forms of the metal, other
producers of stainless steel such as
Allegheny Ludlum Steel Corp.,
intimated that such price increases
were forthcoming.

"A 25-cent a pound increase in
the market price of nickel just
can't be absorbed," said William
Pierce, exec vp at Allegheny
Ludlum. ,

Does your
property damage
coverage really
fit your plant ...
find out for yourself

Write for the Protection Mutual

booklet, " Property Conservation."
It can be very profitable read-

ing for you and your company.

0*G//Ve A FULL SERVICE CORPORATE INSURANCE PROGRAM

/0* PROTECTION MUTUAL

*S43?** Insurance Company
07 ECT EXECUTIVE PLAZA • PARK RIDGE, ILLINOIS 60068 • (312) 825-4474

FM A Factory Mutual Company
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Fleet insurance to get Senate committee scrutiny
By STEPHEN GILKENSON

WASHINGTON-The auto in-

surance industry appears to be in
for some rough sailing if the

gathering clouds over the soon-to-
be concluded Senate antitrust

and monopoly subcommittee hear-
ings are any indication.

This, at any rate, is the conclu-
sion of Business Insurance which

recently sat in on three days of
the hearings in an attempt to

determine what if any implica-
tions they hold for insurance
managers responsible for draw-

ing up coverage on their compan-
ies' auto and truck fleets.

The hearings have been con-
tinuing for months under the
chairmanship of Sen. Phillip A.
Hart (D.-Mich.) and are due to
be wrapped up before Congress
adjourns for the holiday recess.

IN ALL likelihood, the hearings
will be of little immediate conse-

quence to fleet insurance manag-
ers. However, observers here
agree that the ultimate recom-
mendations of Sen. Hart's sub-

committee may indeed have some
affect on fleet insurance. As one
insurance source remarked: "If

the committee's recommendations

result in legislation adversely af-
fecting profitability in the area
of private passenger auto cover-
age, the industry may just try
and recoup sorne of the loss by
tightening up its competitive po-
sition in insuring large fleets."

While the long parade of hear-
ings in room 1318 of the New
Senate Office Building here have
in no way focused or even
touched on fleet coverages, an
assistant counsel of Sen. Hart's

subcommittee promises that they

will come in for some scrutiny
this week.

Dean Sharp, the most aggres-
sive inquisitor on the Senate
panel, told Business Insurance he
intends to direct some rather

pointed questions tc representa-
tives of the larger private auto
and fleet insurers who have been

surnrnoned before the subconn-

mittee this week.

"I'LL BE VERY interested to
get some comparisons between

rates for private passenger autos
and those that companies are

paying for fleet coverage," Mr.
Sharp said.

The overriding concern of the
Hart subcommittee, however, con-
tinues to be in the area of antitrust.

"We serve," Mr. Sharp said of
the body's function "to gather
the evidence--the facts-and

make a hearing record. It is on
the basis of this record that the

Sena:ors will draw inferences

and conclusions and study rec-
ommendations by the committee
and its staff assistants. Obvious-

ly," the assistant counsel assert-
ed, "our function is to determine
the need if any for Federal legis-
lation in the area of auto insur-

ance."

ASKED WHETHER he had

drawn any conclusions at this
late point in the hearings, Mr.
Sharp smiled and said, "Well, the
facts aren't all in yet." He added,
however, that he is somewhat
disturbed by the fact that "this

industry has to do everything in
concert. I think we all agree on
that point," he said. "My ques-
tion is, 'Why?' "

While it would perhaps be im-
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proper for Mr. Sharp or other
subcommittee members to draw
conclusions before the record in

its entirety is studied at length
(which will be well into next
year), the insurance industry and
other observers have been draw-
ing a few · of their own based on
the committee's line of question-
ing.

THE SUBCOMMITTEE inves-

tigators harped on several points
continually during the recent
hearings. Among them:

• The relevant purpose for in-
surance companies' membership
in rate making bodies.

• What changes, if any, are
necessary in the - present system
to effectuate the complete availa-
bility of auto insurance at a rea-
sonable price.

• The most just and efficient
compensation system for all au-
tomobile accident victims.

• The true profitability of the
auto insurance industry.

• The degree of concentration
in the industry as related to the
concentration of other U.S. in-

dustries not subject to Federal
antitrust laws.

APPEARING BEFORE the

hearings the other day were rep-
resentatives from both the Insur-
ance Rating Board (IRB) and the
Mutual Insurance Rating Bureau
(MIRB). Also submitting testi-
mony on behalf of their member-
ship in the two rating bureaus
were executives from member

companies.

In response to a question from
Sen. Hart, James M. Cahill, gen-
eral manager of the IRB, told the
committee that he thought a n6-
fault system might be the answer
to the current auto insurance di-
lemma.

"A no-fault system would bene-
fit almost everyone, except law-
yers and those with particularly
serious injuries, I suppose," Mr.
Cahill told the committee. "It
would eliminate a lot of the de-
lay under the present systern," he
added, noting sizable administra-
tive expense savings and benefit
claim problems that would be
minimized.

MR. CAHILL'S feelings were
echoed almost to a man by the
insurance industry representa-
tives offering testimony to the
committee.

Louis W. Niggemann, president
of Fireman's Fund American, for
example, told the committee:

"The insurance industry is
being blamed for everything to-
day. We  believe it is time to
overhaul the present legal liabili-
ty system. We believe it is time
for a no-fault system. What has
happened is not the insurance
industry's problem," Mr. Nigge-
mann said. "It's a social problem
and it is time for social change."
The Fireman's Fund president
vigorously emphasized that he
believes auto insurance should be
kept "intact" and within the pri-
vate sector.

ANOTHER AREA touched on
by the Senate subcommittee was
that of auto repairability.

In response to a question from
Sen. Hart, Mr. Cahill said that he
feels the auto industry could play
an active role in reducing the
cost of insurance.

"Auto manufacturers should de-

sign cars with repairability in
mind," Mr. Cahill said, alluding
to a recent study done in Sweden
that showed rather marked re-
ductions in insurance costs when

vehicles are designed with easy
repair in mind. However, Mr.
Cahill noted, "I don't think

Continued on-page 45



-717-4.london line
London Stock Exchange views
rumours of U.S. take-over offers

LONDON-Share dealers on the
London Stock Exchange have
been studying surprise reports
that American insurance interests
might make take-over offers for
one or more big British insurance
corporations.

The rumours have now been
firmly denied, but sources close to
the Stock Exchange told Business
Insurance that Life and Casualty,
of Tennessee, was among Ameri-
can businesses which had been
linked with the proj ect in gossip-
talk among dealers at one time.

Another corporation which kept
being named in the rumours was
Chase Manhattan Bank of New
York. The rumours lifted the
share prices of two British firms,
General Accident Fire and Life

Assurance, and Royal Insurance,
for a time as a speculative move
until they were denied.

IT WAS emphasised by these
Stock Exchange sources that the
names of the two American firms
were being mentioned "on the
floor" of the Exchange only by

RCI

conjecture as potential bidders if
either of the two big British firms
became involved in trans-Atlantic
merger talks.

Since then, however, both Gen-
eral Accident and Royal have
strongly denied that there is any
substance in these suggestions.

The rumours were based on re-
cent underwriting losses in the
American market by British
groups. It was suggested that one
or other of them might be con-
templating linking some of their
interests with big American

groups, or of merging their own
interests. The association of Con-

tinental and Phoenix was cited as

a previous successful example of
collaboration across the Atlantic.

BUT THEN General Accident
denied that it had neither re-

ceived a take-over bid from any
other company, nor made any ap-
proach itself, and it also stressed
that its future prospects in the
American underwriting market
were "not bad." Royal Insurance
emphasised that there was defi-
nitely no truth in the rumours,
which had mai'nly linked it with a
merger with General Accident,
rather than with any U.S.-based
company.

The stir over the rumoured

link-up, either within the U.K. or
across the Atlantic, has now died
down. But insurance shares con-
tinue to be closely watched on the
London Stock Exchange.

FOOTNOTE.-It was not clear
to London sources whether either

UNITED STATES FIRE INSURANCE COMPANY

THE NORTH RIVER INSURANCE COMPANY

WEST-CHESTER' FIRE INSURANCE COMPANY

INDUSTRIAL INDEMNITY COMPANY

INTERNATIONAL INSURANCE COMPANY
, AMERICAN EAGLE LIFE INSURANCE COMPANY

were prevalent.

*

INSURANCE sources in Britain
officially report that Hurricane

$4.7 million, Royal Insurance $1.2
million, and the Phoenix Assur-
ance's American group $300,000.

***

HULL INSURANCE of $6 mil-
lion is carried by Lloyd's and
other British companies on the
Nigeria Airways VC-10 which
crashed while making a landing
approach in Lagos, Nigeria, Nov.
20 and killed all 87 passengers
and crew. It was the first V.C. 10,
made by British Aircraft Corp.,
ever to crash in any country. It
was bought by the airline from
BOAC. •

COM[
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every type of business
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you can think of.
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top to bottom for
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Ask a () agent or the
broker of your choice
for full details about
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business insurance

program that can include

all your property and
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insurance complexities bother this businessman
By RANCE CRAIN

PHILADELPHIA-Marvin Or-
leans is a man of varied interests.

He's president and chairman of
FPA Corp., which operates a
condominium-country club com-
plex in Pompano Beach, Fla.; a
partner in Orleans Construction
Co.; president, treasurer and direc-
tor of Industrial Valley Title In-
surance Co., among other things.

Although Mr. Orleans is mostly
concerned with the workings of
his far-flung enterprises, he had
time one recent fall day to talk

about insurance as it applies to
the average businessman.

"THE AVERAGE businessman

is not up on insurance," he be-
gan. "We're told one thing by one
broker and another thing by an-

other. They all say they can save
us money.

"We use outside experts to
evaluate bids," Mr. Orleans told
Business Insurance. "I studied

insurance and I can't understand

them. I think very few insur-
ance brokers know the business.

They're primarily sales people."
Mr. Orleans noted what he said

were "a couple of built-in prob-
lems." The broker'is "working at
cross purposes" with his client.
"The more insurance he sells, the
more premium he gets."

For instance, Mr. Orleans said
he was surprised the other day to
discover that autos and trucks

owned by FPA, the condominium
enterprise, were insured for

property damage under a $50 de-
ductible arrangement. "We never

should have written it this way."

he said. Years ago his companies
were self-insured for auto dam-

age.

MR. ORLEANS admitted, how-
ever, that part of the problem
was that "we.have never evalu-

ated" insurance coverage, al-

though he said his people are
now in the midst of a review.

"Part of it I'm sure, is inertia,"

he conceded, and another factor
is that "we haven't been sophisti-

cated enough as far as insurance
is concerned."

In general Mr. Orleans' insur-
ance-buying philosophy is to
guard against catastrophes. "We've
never been particularly interested
in the S50 deductible or anything
of that sort. We're worried about

getting hit on the head for real

dough. The minor things we'd just

as soon self-insure."

To safeguard his condon-inium

against a major loss, the compa-
ny has just increased its umbrel-
la liability coverage from $1.5
million to $5 million, Mr. Orleans

said. FPA pays about $100,000 in
premiums, mostly to Travelers
Indemnity Co., which handles the
umbrella coverage, plus fire and
general liability. Workmen's

compensation will also eventu-
ally be channeled to Travelers,
it's contemplated. Boiler coverage
is at Zurich Insurance Co.

Murray G. Isard, exec vp of
FPA, explained some of the in-
surance problems peculiar to the
condominium business and pe-
culiar to Florida. Some insurers,

Mr. Isard said, insist on a 1%
deductitle for hurricane coverage
of coastal property, but since the

INA GOES
TO 110

COUNTRIES
DAllY

Wherever you need insurance and whenever you need it,
INA-Insurance Company of North America-is there.

In the United Kingdom, throughout Europe, in Asia, Africa,
Australia, the United States and Canada-in 110 countries

around the world-INA has facilities that can ielo you.
The next time you need internationa| insurance counse|,

turn to INA and put their experience to work for you.

Insurance Company of North America
16th and Parkway

Philadelphia, Pennsylvania 19101

individual owners of the con-

dominium apartments pay for in-
surance on the structure as part
of a fixed monthly fee, such a
deductible is out of the question.

MR. ISARD said insurance on

the complex's motel-restaurant is
"very expensive." He said insur-
ers require shuttering up the
building during hurricane season.
"We've managed to get insurance
whenever we wanted but it's

been very expensive."

In the area of employe bene-
fits, FPA has a major medical,
with limits of $20,000, and is
working on setting up a pension
and profit-sharing plan. But the
problem, as defined by Mr. Orle-
ans, is: "How much of your prof-
its can you afford to siphon off in
a public company" toward such
funds?

Also, he added, a man's annual
salary "isn't necessarily his true
worth."

Although not in their immedi-
ate rnaster plan to market cvn-
dominiums, both Messrs. Orleans
and Isard thought it might be
feasible to some day sell such
apartments as a retirement oasis

on a payroll deduction basis, aft-
er the initial down payment.

THEY POINTED out that "a

"fairly substantial percentage of
purchases" are by couples who
sublet the apartments for the pres-

ent with the idea of moving in on
a fulltime basis when they retire.

"You can take the depreciation,
write off the costs of upkeep and
report the rental income," Mr.

Orleans explained. In six weeks
during the winter season (at $55
a day for a one-bedroom apart-

ment), rental income is enough
to take care of yearly carrying
charges for the condominium,
Mr. Orleans contended. •

Says state

at fault in

assault case
BUFFALO, N.Y.-A $525,000

negligence suit againit the state
of New York opened in the court
of claims here on behalf of a coed

who was brutally assaulted by a
former mental patient.

The claimant, Miss Patricia
Cameron, 21, of Tonawanda, al-
leges that Buffalo State Hospital
negligently failed to diagnose the
condition of the patient and negli-
gently released him from the hos-
pital.

Her father, R. Orin Cameron, is
a co-claimant in the trial before

Judge Ronald E. Coleman. The
father is seeking $25,000 of the
claim for medical expenses and
other costs associated with his

daughter's recovery.

ON AUG. 4, 1967, she suffered
seven skull fractures, a pelvic
fracture and multiple stab wounds
when Dennis Buthy, then 23, at-
tacked her in an elevator which

she was operating as a summer job

in the Genesee Building.
Mr. Buthy was convicted of

first-degree assault with intent to
kill by a County Court jury on
Sept. 17, 1968. He was sentenced
to five to ten years in Attica State
Prison where he is now incarcer-

ated.

Attorney Paul Birzon has filed

an appeal before the appellate di-
vision to have Mr. Buthy trans-

ferred to a prison hospital at Dan-
nemora. Mr. Birzon contended

that the prisoner is mentally ill, if
not legally insane. •



Light damage recorded

SAN. FRANCISCO-The score

for California's recent spate of
earthquakes has not all . been
analyzed yet by . seismologists,
but insurers, engineers and own-
ers of this city's new high-rise
buildings have gained consider-
able confidence in recent weeks.

All of the. new construction ap-
pears to have weathered the re-

cent earthquakes without .any
damage,

William Cloud, chief of the
seismological section of the U. S.

Coast and Geodetic Survey, re-
porfs nd damage to any building
here. Several of these have seis-

mographs installed, monitored ahd .
maintained by Cloud's organiza-
tion.

MANY communities now have

buildfng codes which require in-
stallation of seismographs in new
buildings. Los Angeles, Orange .
County, Florence, and Beverly
Hills .all make such installation
mandatory.

San Francisco does not require
seismographs -but a number of
building owners have spent the
necessary $2,500 or so to install
the equipment anyway.

The huge new world head-
quarters building of Bank of
America has a seismograph but' it
had not been installed at the

time of the recent Santa Rosa
quake which caused $5 million
damage there.

THE BAY AREA Rapid Trans-
it System which tunnels through,
over and around the three major
earth faults in ' this area, also
came through the Santa Rosa
quake with no damages.

The system has been so con-
structed as to "wriggle like a
snake" when the earth shakes

Dismisses

Insurance

fraud count
TORONTO, Ont.-Charges of

attempted fraud against three of-
ficers of a Weston construction

company were dismissed by Judge
Robert Dnieper.

Aurelio Bianchini, 44, presi-
dent of Leader Masonry & Form-

ing Ltd.; Olimpio Molinarl, 47,
con*any- secretary; and Ross
McDonagh, office manager, were
charged with ,attempting to de-
fraud two insurance. companies ,
of' $11,895 after a fire in an Otta-
wa housing project last Feb. 7.

Leader Masonry was a sub-

contractor on the Playfair resi-
dential complex when a fire
caused $30,000 to $40,000 damage.

JUDGE DNIEPER ruled there
was no evidence of ady intent or
knowledge of falsity'on the part
of Mr. Bianchini. The judge held
there was no evidencd that Mr.

McDonagh did not balieve the

statements true ·when he made
statements to the company's in-
surers.

Judge Dnieper said the evi-
dence indicated that Mr. McDonagh
dealt with the insurer on a prop-
er basis, and there was no evi-
dence that any of the three had
any intention of making a false
staternent.

Simcoe & Erie General Insur-
ance Co. and the Economical Mu-
tual Insurance <Co., both of Ham-
Elton, ' said . claims .filed- by the 
contractors mere $15,000 above
actual loss. •

'and quivers.

Even the world's longest under-
water tube, which - floats on San ,
Francisco Bay bottom mud; was
built to move, .according to Thomas

R. Kuesel, consulting. engineer' for
BART.

BART'S 75 miles of rails are

close, to the San Andreas fault

which wrecked San Francisco in

1906 and are adjacent to the
Hayward fault which produced
major quakes in 1836 and 1868.
The rails also cross the Calaveras

. fault.

-- The joints in _the tube under
the Bay are of neoprene rubber,
permitting the tube to move. •

ASSETS in CANADA?
When'in Canada do you do as the Canadians do?

Believe it or not -but some companies with heavy investments in Canada allow them to be
protected from afar. They have not yet -realized the advantages of dealin@ with local firms.

It g6es without saying that anyone who invests in the Canadian economy has a right to a fair
return on their investment dollar. The same applies to their insurance premiums.;

We suggest that E. A. Whitehead Ltd., a Canadian insurance brokerage house is better
equipped to assist in the realization of a ftir return on the premium dollar.
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7Iowhigh L
is half

aladder?

Not quite enouih to get a man where he's going. An in-
complete financial program can leave him pretty short of
the mark, too.

When you're selling a man who's climbing the ladder it
often seems easier to concentrate on the areas with which

you're most familiar. But this means you may be selling
only half. the man. If you had a program like the Em-

FULL SPECTRUM FINANCIAL SERVICE . is' the concept of 'the .future.
Total. Comprehensive. All encompassing. . It includes Life, Corporate and
Personal Financial Planning and virtually all other kindsof insurance, most
of which are available worldwide.

ployers-Commercial Union Companies' Fu// Spectrum
Financial Services, you could offer him whatever was

needed to round out a complete personal and business
plan. We make it easy. We give you all the facts dnd
tools. We simplify the detail work and provide you with
the personal service of specialists in 6ur many·field offices.
Let us help you sell the whole man . . the whole plan.

Employers·Commelrial lillian Companies
110 MILK STREET, BOSTON, MASSACHUSETTS 02107
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opinions GROUP LIFE INSURANCE

(total in force at year-end, 1968) letters
Individuals Total coverage

Type covered ( in billions) Islands boycott
A necessary step To the Editoi. I have read theGroup life

( except dependents) 69,604,000 $ 431.062
article in Business Insurance of

E
November 10th suggesting the

1sewhere in this issue we report on speeches by Richard Blork-
Group life boycotting of Bermuda and Ba-

lund, managing editor of Business Insurance, in which he called
(including dependents) 7,547,000 7.179 hama insurers with particular

for action to stem the rise of criminality in the insurance business reference to the World Insurance

Among other things, he recommended that insurance companies be Group credit life 67,020,000 64.156 Co , Ltd , and British Frontier
made subject to provisions of the Federal Bankruptcy Act, a step that General Assurance, Ltd

would enable Federal law enforcement authorities to prosecute those Wholesale life I also note that the Farmers

who willfully deplete the assets of insurance companies that later ( mass-marketed ordinary) 1,047,000 5.529 and Merchants Mutual Fire In-

become insolvent surance Co of Missouri reinsured
Group annuities the World Insurance Company,This suggestion is sure to be attacked by those in and out of the ( deferred annuity and Ltd, and I will assume by now

insurance industry who automatically abhor any form of Federal deposit administration) 7,310,000 this matter has been dealt with
intervention in the insurance business There are many differences, m a proper manner by the insur-
however, between making insurance companies subject to Federal Source Inshlule of Life Insurance

ance department of the state of
bankruptcy procedures and making them generally subject to regula- Missouri

tion from Washington The number of individuals covered represents the sum of the numbers I note also that in your state-
First of all, Federal bankruptcy laws would not affect the great reported by the companies, with no attempt to remove dupl ication ment you do not suggest that all

majority of stable, solvent, properly managed companies. Such com- among companies The group life Insurance total includes group cov- companies based in Bermuda or
panies would operate as usual under state regulation. Only in in- erage issued through employer-employe groups, trade unions, profes. in the Bahamas are unsound

stances in which companies have become financially insecure would sional associations, credit unions, the Federal government and other Nevertheless, you have no way of
knowing whether they are or not

Federal law apply groups
The American International

Furthermore, it would be possible to make insurance companies We assure Sen. Hruska that the suggestion that insurance compa- Reinsurance Co and the Niagara
subject to Federal bankruptcy laws while retaining state insurance nies be subject to Federal bankruptcy laws has nothing to do with Insurance Co are domiciled in
regulation by providing that in insurance company bankruptcies the general Federal regulation of insurance It is a measure seriously Bermuda and I dare say that
liquidator of the company be the insurance commissioner of the state proposed to meet a specific problem, a problem that we believe was there are probably some compa-
in which the company lS domiciled The only change from present an unintended by-product of the McCarran Act that more than two nies as financially sound and
procedures would be that the state insurance commissioner would decades ago exempted insurance companies from Federal antitrust reputable as those two companies
report to Federal court rather than a state court laws provided that states regulate insurance adequately

that are domiciled in the Baha-

Many law enforcement officials, on both the Federal and state Without Judging the general adequacy of state insurance regulation,
mas However, my preference is
Bermuda.

levels, support the recommendation that Federal bankruptcy laws lt can be said that state insurance commissioners do not have I am interested in the forma-
apply to insurance companies They believe that the present exemp- sufficient punitive power to cope with the problem of criminal tion and management of Bermu-
tion of insurance from U S bankruptcy regulation has attracted to the infiltration into marginal insurance companies, They can and do lift dan insurance companies but not
insurance business many individuals bent on depleting the substantial licenses and suspend charters and the like But criminals who for the purpose of offering facill-
assets of insurance companies. willfully deplete and steal the assets of insurance companies under- ties fai and wide but rather as a

Such was the case in Miami, Fla, where suspected Mafia figures stand and fear only the Investigative and punitive power that Federal captive company owned by large

gained control of State Fire and Casualty Co and systematically ran agents and Federal courts would have if given jurisdiction over , insurance companies in the U S

it into insolvency while the insurance commissioner bided his time bankrupt insureds No honest insurance company official would be or elsewhere or by large corpora-
tions that might find it advanta-

until it was too late to save the company for ltS policyholders and affected by this necessary change in our laws
geous to write the insurance in

claimants The company went under and Florida newspapers suggest- their own companies reinsuring
ed that Florida State Treasurer Broward Williams waited an illegally
long time before acting against the company Worthy obiective very heavily in the worldwide

reinsurance market so that they
In a recent speech to an insurance industry group, Sen Roman L can take credit for loss reserves,A Tot long ago we received an announcement from Marsh & Mc-

Hruska (R -Neb ) made a roundhouse attack on those who propose I , taxwise, which they cannot do as1  Lennan„insurance brokers, that the brokerage firm awarded two
Federal remedies for ills of the insurance business self-insurers

scholarships in fire protection engineering One scholarship went to I do not advocate the evasion"We have had bills in the Congress," the senator said, "to impose
Glenn Evenson, the son of a Marsh 1VIac executive; the other went to of taxes but these captive insur-Federal regulation on alien excess lines insurance coverage, to contrcl
Donald Scott, the son of a Portland, Ore, fireman ance companies can, if they wish,credit insurance, and most recently, a bill to create a Federal

Marsh & McLennan's Charles Ward Seabury scholarships to the assume some risks emmanating
insurance guaranty corporation In each case we have been told that

school of fire protection engineering at Illinois Institute of Technology from countries other than the U S
the bill was merely aimed at a specific problem But make no seek to meet the worthy obJective of upgrading the recently neglected if they wish to do so, and that
mistake, the real goal, and one that the sponsors never lose sight of, lS

field of fire loss prevention business can also be heavily rein-
complete Federal regulation

Risk managers throughout the country are faced with the dual
sured in the worldwide reinsur-

ance market.
problems of mounting concentrations of values and growing sources of

I feel that the attorneys and
fire loss These two factors represent the mounting reasons that we bankers in Bermuda and in thebusiness insurance 1-nust have sophisticated fire prevention engineers, young people able Bahamas who have encouraged
to cope with fire problems presented by nuclear installations, elec- some people, such as perhaps

for buyers of emplove, property and Itabllzty protection tronic data processing systems, massive Jet aircraft and other fire World Insurance Co, who have
RANCE CRAIN, Editor RICHARD C BJORKLUND, Managing Editor protection problems of our generation operated as they have, be advised
STEPHEN D GILKENSON, Eastern Editor Associates New Ywk-SUSAN There is some concern about the lack of interest young people haveTRAUSCH, GEORGE E LANGWORTH Chicago--TERESA NORTON THOMAS E

not to kill the goose that laid the

LUTZ Washington-STANLEY E COHEN San Francisco--KENNETH R MAC- shown in the field of fire protection engineering To many in the golden egg
DONALD Hartford-ALLEN M WIDEM Minneapolis-ROBIN MENZ SUHR- I propose to manage a consult-
BIER Chicago Editorial Assistant Michele Maddock Correspondents m an turned-on generation fire protection sounds mundane and even deadly
pnnelpat Cities BURTON ROVES, art director ing and management company as

Yet opportunities and challenges in this career area stagger the
Contnbuttng Editors DONALD BERRY, vice president, C B Lilly Inc, East Or- well as an insurance company in

ange, N J JOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVIN- imaginations even of those who have moved easily into the air age, the Bermuda following my retire-
SON. insurance manager, Port of New York Authority ELLIOT BEIER. manager of
pension and profit-sharing services. Nuveen Corp, New York J E BENOIT, J E

jet age and the age of space exploration ment, which is near at hand
Benoit & Assoc, St Leonard, Quebec CARL J VOGT, supervisor of workmen's We commend Marsh & MeLennan for sponsoring a fire protection However, I have been Impressed
compensation. General Tire & Rubber Co, Akron, HOWARD L PECK,
partner, Hewitt Associates, Libertyville, Ill BION H FRANCIS, manager of engineering scholarship in the name of the company's former chair- with the fact that in Bermuda
benefits planning, Colt Industries New York J P OLSEN, insurance manager, man Insurance companies and other brokerage firms should give there is a strong desire on the
Ingersoll-Rand Co, New York NED MILLER. partner. Romm, Miller & Lazarus,
New York JAMES J ANDERSEN, insurance manager, Squibb Beech-Nut Inc, serious consideration to sponsoring similar Scholarships that may help part of the government to issue
New York HAROLD A CLARK. manager-planning, employe benefits, Sperry charters only to reputable per-
Rand Corp, New York JOSEPH GULLO. vice president of insurance. D H the insurance Industry and the risk management profession face the
Overmyer Co, New York PAUL C JOHNSON, insurance manager, Sea-Land parameters of loss prevention in the future sons and that if they have made

Service Inc, Elizabeth N J M REX PEARSON, insurance manager, Signal Cos. some mistakes in this regard, I
Los Angeles ROBERT ABRAHAMSON, insurance manager, Control Data Corp, think these mistakes should be
Minneapolis. WILLIAM J JONES III. assistant to the treasurer. overseas chemical
division, W R Grace & Co, New York Annual 'Intd review immediately corrected and not be

MYRON A HARTENVELD, publishing director
allowed to recur

ALFRED MALECKI, advertising director

T he Dec 22 1Ssue of Bumness Insurance marks the second annual re- I will do everything in my
RONALD R WALINDER, production manatter

District managers New York-CHARLES A HORVATH, THOMAS J O'MARA power to encourage the procedures
view of Info for Buyers items In addition to the new items regu-

Chicago--LAMAR R LEAHY that will not be inirnical either to
Los Angeles-DENNIS KOCH larly offered, we plan to list also the most asked-for materials of pre-

Southern representative-WILLIAM B CARR the government of Bermuda or to
2500 N E 48 Lane, Fort Lauderdale. Fla 33308 vious issues for the convenience of corporate readers who may have the citizens of the U S who wish

Assistants BERNICE STELTER, MARCY GARESCHER missed them to own a captive insurance corn-

Published by Crain Communications Inc. Chicago, publisher of Advertising Age, In order to handle efficiently the large number of listings, each one pany domiciled in Bermuda
Industrial Marketing, Advertising & Sales Promotion, Marketing Instghts will be numbered Coupons will be provided throughout the round-up W. Harold Leonhart
G D CRAIN JR , chairman S R BERNSTEIN, pres:dent
M A HARTENFELD, executive vice-prendent, RANCE CRAIN, KEITH CRAIN, so that readers may make their requests directly to Buslness Insul·ance Pi esident, Leonhart and Co,
J. J. GRAHAM, J V O'CARA, S E COHEN D J CLEARY, JR, tnee-p·restdents Inc, Baltimore, Md
G R CRAIN, secretary and treasurer J H TERRY, assistant secretary and asmst- The Info for Buyers column is designed to bring up-to-date material
ant treasurer Cable address ADAGEAPI

on problems of risk management, safety and employe benefits to the at-
Aircraft coverPublished at 740 Rush St, Chicago 60611 (337-5200) Offices at 630 Third Ave, New ten'hon of corporate executives Info for Buyers has been enthusiasti-

York 10017 (YU 6-5050), National Press Bldg., Washington, D C 20004 (RE 7-7659,;
1018 Fisher Bldg, Detmit 48202 (TR 2-7211), 6404 Wilshire Blvd., Ibs Angeles cally received, with more than 14,000 requests from the last compre- To the Editor Our firm is

90048 (OLive 1-3710), San Francisco (GR 4-8532), Fort Lauderdale (564-1850) hensive review and we, in turn, are enthusiastic about the upcoming, heavily involved in aircraft 1-45 cents a copy, $10 a year in US, Canada and Pan America Elsewhere $4 a year
extra WILLIAM STRONG, circulation director Roger DiGregorio, subscription comprehensive review For the reader,'s convenience in finding material surance production and read with
manager Four weeks' notice required for change of address Address all subscrip- interest, in your Nov 10, 1969
tion correspondence to subscription manager, Business Insurance, 740 Rush Street, of direct interest to him, the special section will be categorized
Chicago, Illinois 60611 issue, the article headed "Some

Samples of literature pertinent to our audience are always welcome 99,000 planes fly with car insur-
40 for review by our editors We require only information on the cost of the ance "
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D'jever see one of these things up close?
We hope not. It's a judgment roll-the
frightening thing you get from the court
when you lose a lawsuit. And you don't
have to make a very big mistake these
days to make a very expensive one.

Our "Top Brass" Policy is for people
who by income, profession, or position
are vulnerable to back-breaking liability
judgments. People like doctors, lawyers,
top corporate officers and like that.

We've made this special policy for you
vulnerable ones. Not every company
offers this kind of policy, and few go so
high or cover so broadly.
• There's an excess major medical fea-
ture that takes over where your regular
coverage leaves off. And most standard

coverage leaves off pretty early when it
comes to things like kidney transplants
or open heart surgery.

• Our Top Brass Policy covers suits for
libel, false arrest, and malicious prose-
cution. (And that's the worst kind.) It
also covers you if you should be sued
concerning an oral or implied contract.
NOTE: This is not primary insurance.
Only if you've already got $50,000 or so
of liability insurance are you ready for
the Top Brass big time. (All the nitty-
gritty details are in a brochure we'11 send
you if you're interested.)
A final note to poor people who may
never be sued for a million. So your take
home pay is less than $25,000 a year.

Don't grieve. Do business with us any-
way. We write all kinds of day-to-day
important insurance: property, casualty
and life. Enjoy our stability and our quiet,
friendly agents who pay claims quietly,
too. To call one, see the Yellow Pages.

THE ST. PAUL
INSURANCECOMPANIES

//cm CCC c j ./j

Serving you around the world... around the clock
St. Paul, Minnesota 55102
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benefit tax slants

Tax Court upholds
transfer of group life

By JOSEPH S. ROBINSON

NEW YORK-If it's important
to transfer some of your assets
now to reduce death taxes as

part of your estate plan, you
should consider turning over
your group insurance. Chances
are, such insurance "giveaway"
will stand up in the Courts.

Some time ago, the Treasury
stated that it would recognize the
assignment of group life insur-

ance policies for tax purposes
provided both the policy itself
and state law permit such trans-
fers. But the Treasury indicated ·
that there should be specific state
statutory say-so, otherwise it will
not look upon the assignment
with favor.

Not so, says the Tax Court. If
the state permits an effective as-

signment-despite the absence of
any specific statutory authoriza-
tion-that's enough to meet the
requirement. In ruling this way,
the Tax Court took the same po-
sition as the Court of Claims in a

prior ruling which we previously
reported. (See Gorby, 53 T. C.
No. 12).

**

EMPLOYES who are reim-

bursed for travel expenses rnust
normally report to their employ-
ers their expenditures-if they

want to avoid recording such ex-
penses on their tax returns.

However, there's an exception to
this rule where employes are
paid a flat per diem travel allow-
ance up to $25. Here, they do not
have to "account."

The President has signed into
law a revision of this rule

whereby such per diem allow-
ances are raised to $31.25 per
day. This means that business
executives and salesmen may re-
ceive $31.25 per diem allowances
for their travel expenses without
having to account.

**

VOLUNTARY contributions to

a qualified pension or profit-shar-

Parking lot
not liable,
says court

MONTREAL-Quebec's high-
est court has reversed a lower

court decision, finding that when
a motorist parks his car in a lot
which operates with an automat-
ie ticket dispensing entrance he
is only renting space and not en-
trusting his vehicle to the lot
owner.

The plaintiff in the case had
argued that a "deposit" arrange-
ment had been created between

the parties, with the object being
placed in the care of the "deposi-
tary" who is "bound to restore
the identical thing which he has
received in deposit."

However, the high court justice
ruled that the actual "handing
over" of the auto to the lot oper-
ators was an essential element in
the fornnation of a contract of

"deposit." The ticket from an au-
tomatic machine, he ruled, does
not refer to any vehicle in partic-
ular, as compared to the compos-
ite type of ticket which the at-
tendant must compare before re-
turning the car. •

ing plan can have a big advantage
to employes. Earnings on such
contributions are tax-shekered

during the build-up period. How-
ever, if the plan allows the em-
ploye to pull out his contributions
together with the earnings at any
time, he may be in for a big sur-
prise.

Reason: Such provision-g_ving
the employe the unqualified right
of withdrawal-may be looked
upon as "constructive receipt" of
the earnings as they accrued, re-
gardless of whether the emplcye

act.ially exercised nis right of
withdrawal.

Therebre, it ts suggessed that
some substantial rstriction or

condition on the emplcye's with-

draw-at right be incorporated in,
the plan to eliminate the ccn-
structive receipt problem. C See
Rev. Rul. 55-423 and Rev. Rul.

69-277).

4: *

OBTAINING Treasury approv-
al for pensions is no longer nec--

essary fcr corporations. All they
needd) is latch on to any one of
the 75(5 master cr prototype plans
which insurance cor_pan_es, mu-
tual funds and banks are spon-
soring and for which they have
already won Internal Revenue
appoval.

However, a corporalic 7 - which
uses a master or prototype plan
can submit Form 4462 :0 its local

district director for a specific :d-

Things ths,thavea h storyoftheirowr cften don't nave
a history in the insurance business.

S nce they're ore cf a Ikinc. there's no histor ccI prece-
dent. Which explains why t tokes a cne-9-a-kind insur-
ance company -ocome up with the k nd of package tiat
gives you the proper p'otertic n.

The clothes in which Lincoln was sh* are a perfect
example. For MOAC insured them: Wi-h lotking to te||
us how except Oir many years of coina business end

vance ruling that its particular
adoption of that plan results in a

lualified employe benefit plan.
In that way, Fossible difficulties
would be reduced when the cor-

pcration is audited. (See An-
nouncement. 69-45,IRB 1969-44,
31).

***

MOVING EXPENSES of an
employe, for which he was reim-
bursed, was ruled taxable income
to him even though the items of
expense were for the employer's
benefit. Such outlays as meals
and lodging during the period of
the move, house-hunting and
house-selling expenses including
real estate commissions were

treated as additional compensa-
tien to the extent of the reim-

bursement. (See Ashby, T. C.
Merno 1969-238).

*

PENSION PLANS may see

more government controls next

year. A bill that would require

more detailed reporting by plan

managers will be taken up at
Congressional hearings. Sugges-

tions made concerning such mat-
ters as vesting, funding, insur-

ance and portability will be
aired.

For example, on the issue of
vesting, the Treasury feels that
immediate vesting similar to

Keogh plans is too stiff-and that
no vesting at all (which is the
pattern of many current plans),
is too easy.

Some in-between standard will

be recommended. Also, Congress
will look into whether there

should be a dollar limit on the

size of an emp16ye's account in a
pension or profit-sharing plan.

Look for a lot of Congressional
action on the whole subj ect of

pensions-next year. •

the iudgement to which only those years can give birth.
Without experience, ludgement cannot operate. And,

at MOAC, we've kept our years of experience on file. So
when our underwriters are presented with a risk for
whick there's no precedent, they have other facts and fig-
ures todraw on thatcan add real meaning totheir insight
and imagination.

In addition to sound ludgement, MOAC will provide
you v,ith service from over 30 departmenta| and service

:i:
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C&NW' s safety program on track for higher limits
By THOMAS LUTZ

CHICAGO-The Chicago and
North Western Railway Compa-
ny's recent safety surge has put
the road on the right track with

underwriters, according to Rich-
ard E. Welsch, insurance director
of Northwest Industries, C&NW's
parent company.

This was proven last year

when Mr. Welsch returned from

a meeting with Lloyd's of London
with a $10 million increase in the
limit of the railway's insurance
coverage in his attache case-not-

withstanding the bad publicity
railroading has been receiving.

While C&NW's current two-

year-old war on accidents has
cut train accident costs caused by

man failure, injury costs have

-

Richard E. Welsch

been substantially reduced also.
But perhaps best of all, according
to Ken L. Patrick, C&NW's man-
ager of personal injury preven-
tion programs, "We are trying to
develop approaches that have

practical application to the entire
railroad industry."

THE INSURANCE in back of

C&NW's impressive safety pro-
gram is as unique as the rail-
road's safety drive itself.

Placed through the Chicago
office of Marsh & McLennan is a

package insurance program that
was originally conceived by

C&NW's president, Larry S. Pro-
vo. It is a two-part, all-risk in-
surance package that encornpass-
es catastrophe coverage with a
$1 million deductible and a $25
million limit per occurrence, in
addition to excess aggregate stop
loss cover for losses falling with-
in the deductible. "To the best of

my knowledge," Mr. Welsch told
Business Insurance, "we are the
only major railroad in the indus-

try to have this type of cover-
age."

Mr. Welsch explained that the
package includes personal liabili-
ty coverage for passengers, the
general public and employes ( the
latter as determined by the Fed-

eral Employer's Liability Act). It
also covers property damage, in-
cluding lading.

The excess aggregate stop loss

coverage has a $2.5 million limit.
It becomes effective after the ag-
gregate annual loss ceiling is
reached but always has a stand-
ard deductible in effect whether

or not the aggregate annual loss
ceiling has been reached.

PRIMARY INSURER for both

parts of the package is the Rail-
road Insurance Underwriters.

Lloyd's and several domestic un-

offices in North America. And we'll see that you get that may happen, and do something about it before it does.
service when you need it-for all our offices are tied At AAOAC, we write all kinds of marine insurance. In

together in one instantaneous communications network. fact, v,e write more than anyone else in the world. We'll
We'll also give you more men in the field than other ma- write t by the manual when it's possible. And we'll write
rine underwriters - men who can bind the larger risks it on our own when it's not. For more information, write
faster, and settle claims with the same kind of speed. Walter T Wells, V.P., Marine Office • Appleton & Cox

And, equally important, we'll give you
more marine engineers and surveyors- men New York 10038. Aviation insurance throughAniMG

Corporation, 123 William Street, New York,

who can analyze exposures, anticipate what Associated Aviation Underwriters.

Marine Office · Appleton & Cox Corp.

T

derwriters participate at various
layers of the $25-million-limit

catastrophe part of the package.
"Such aggregate insurance cov-

erage for C&NW," Mr. Welsch said,
"allows us to budget insurance
costs and losses."

Two other important facets of
C&NW's insurance program, which
have excellent loss experiences, are
difference-in-conditions cov era ge
with two domestic companies and
fidelity coverage.

Proper management of the over-
all railroad's risk, Mr. Welsch
told Business Insurance, 'means
knowing that you have all the ex-
posures of an industrial plant along
with others found only in the rail-
road industry." Being able to boost
the railroad's catastrophe coverage
limit from $15 million to $25 mil-
lion was a favorable reflection of

C&NW's accident and loss preven-
tion program.

STARTED LATE in 1967,
C&NW's safety push got under-
way when its president created a
department called accident and
loss prevention.

The department is unique in
railroading because it is a consol-
idation of loss prevention pro-
gram activities separated, organi-
zationally, from operating func-
tions.

At present, five program man-
agers report to R. W. Russell,
vice president of personnel, who
in turn reports to Mr. Provo, the
C&NW president.

Four of the program managers
work fulltime at the job of cut-
ting casualty losses. Their indi-
vidual areas of concentration are

train accidents, personal injuries,
freight claims and field inspec-
tion. The fifth manager heads up
a section called program analysis,
which statistically monitors the
results of all casualty loss pro-
grams through computer gener-
ated data.

INITIALLY, the major prob-
lems confronting the C&NW in
the personal injury prevention
area were: lack of detailed infor-

mation; lack of complete commu-
nication; inexperience of some field
personnel; a need for a continuing,
long-range safety program; and
finally, training problems created
by field employe turnover.

Creating a system that would

provide the new department with
accident data from all other de-

partments on the railroad was
the first order of business. But

simply gathering the data was
not enough. The data had to be
supplied on a day-to-day basis in
a form that could be acted upon.

This was just as important as
getting the data itself. Once the
system was operative, the de-
partment was able to begin its
problem analysis function. Iden-
tification of potential problem
areas was the major result.

With its newfound ability to

collect data and analyze it on a
day-to-day basis, it became a

relatively simple matter to create
a closed loop by initiating pro-
grams to correct the identified

problem areas before they be-
came serious.

The human equation proved to

be the most i mport a nt single
causal factor, regardless of the

type of accident. A two-pronged
-program was launched to deal with
the human factor. It included

further development of an instruc-
tional and examination program
on company rules for employes
and, secondly, an amplified sys-
tem of efficiency testing.

THE TESTING procedure de-
vised by the C&NW varies from

Continued on page 52
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Jets have $10 mi//ion
liability cover and
$4 million catastrophe

NEW YORK-In Shea Stadium

the average fan's concern with
"protection" extends as far as the
offensive line and backfield

which keep star quarterback Joe
Namath out of harm's way. How-

ever, to Jet business manager
and traveling secretary John K.
Free, another very real concern
is the protection of insurance
coverage.

Coverage of a professional foot-

ball squad is an expensive prop-
osition. According to Mr. Free, the

Jets hold a $10 million liability
policy which extends to third par-

ties that pack into Shea Stadium
when the team is playing at home.
The policy is split between Insur-
ance Co. of North America and

the Home Insurance Co.

In addition the Jets hold a $4
million catastrophe cover, writ-
ten with Lloyd's, which protects
in the event of a tragedy befall-

ing the entire team, such as a
plane crash.

WERE SUCH AN event to oc-

cur, American Football League

regulations specify that each re-
maining team in the league
would be assessed four or five

players. The teams would be
compensated from the $4 million
-thus permitting the Jets organ-
ization, which remains a corpo-
rate entity, to field a ilub and
fulfill its playing obligations. The
Jets also maintain a 24-hour risk

policy with Lloyd's which covers
player accidents incurred in ar.y
means of transportation.

Protection on the field is also

of maj or importance to the foot-
ball champions and, Mr. Free
said, rigid standards in obtaining
the best possible equipment for
players has enabled the club to
minimize injury rates and secure
private underwriting for work-
men's compensation. INA writes

the cover, Mr. Free told Business
Insurance, and at a lower cost
than it would be from the state

insurance fund.

All the coverages, the business
manager said, are written through
the brokerage firm of Paige, Ob-
rion & Russell.

Here comes PEG

WORKMEN'S compensation for
pro football is rated as a three to
one risk despite the fact that teeth
and face guards and improved hel-
mets have decreased the claims
incidence:.

The coverage, however, is only
one form of a player's "income
insurance," Mr. Free explained.
Once a player has signed a con-
tract, the club is liable for that
entire year's salary even in the
event of a disabling injury early
in the season. A classic example
of this is the situation of the Jets'

first draft choice in 1968, Lee
Weber. Mr. Weber sustained a
serious injury on the first play of

the seascn and was paid in full
for the year.

The Jets' pension and major
medical coverage for players,
coaches and staff are covered un-

der an AFL policy and partially
paid for from revenues derived

from the league's championship
and Super Bowl games. •

Bill Parker

INA Pacific Employers Insurance Company
Resident Manager. Los Angeles

There go the old ideas on Par Comp

Meet a young pro who's creating quite a stir in Par-
ticipating Workmen's Compensation. Bill Parker, a
native Californian with 20 years of management
experience, headsthe Marketing/Underwriting
Team of the largest Par Comp office in the INA-PEG
service-office system. He likes being where the
action is. Bill and his staff are the men setting the
new standards right now. They're aggressive, fast
moving and inventive. They know Par Comp from
underwriting and engineering to claims handling
and dividend payments. Want 54 more reasons
why you can't beat INA-PEG for Par Comp excel-
lence? Well, there are 54 other offices with men
like Bill Parker in them throughout the country. So
be ready to go. "Here comes PEIG:'

PACIFIC EMPLOYERS GROUP of Insurance Companies (A subsidiary of Insurance
Company of North America), 4050 Wilshire Boulevard, Los Angeles, Calif. 90005

For strength and imagination0e
What a combination

For Par Comp know-how

Washington
insurers

drop schools
BELLINGHAM, Wash.-Insur-

ance underwriters whicli sought
business of covering for schools
and public buildings in northwest
Washington school districts now
consider them a bad risk..

Companies have reassessed
their positions and in some cases
have refused to renew package
policies or reduced their dis-
counts, in effect raising rates.

Vandalism and exposure to riot
and civil commotion -have re-
moved schools from the choice

risk category, to the extent that
one company which had written
packages for Lynden and Meridi-
an districts in Whatcom County,
refused to renew its packages in
Washington and Oregon.

ANACORTES School District

got a $15,713 bid recently on in-
surance for which it paid $8,726 a
year earlier, it was reported.

Karl V. Herrmann, state insur-
ance commissioner, in checking
the situation, reported that Gen-
eral Insurance Co. in Seattle,
which writes about 30% of the

coverage in the state under its
SAFECO name, is experiencing a
120% loss ratio.

He pointed out that should the
market for public building and
liability coverage become too
limited, he would insist that the
Fair Access to Insurance Re-

quirements (FAIR) plan be ex-
tended to areas of the state

where the market dries up.
The FAIR plan is in effect in

certain Seattle districts, as well
as in Tacoma and Pasco. •

Scant schoo/

policy market
BELLINGHAM, Wash.-School

board officials throughout the
state of Washington report in-
creasing difficulty in getting in-
surance companies to write poli-
cies on school buildings.

In a number of instances, com-
panies have refused to renew
package policies or have reduced
their discounts, thus raising the
premium rates.

Vandalism and exposure to riot
and civil commotion are given as
reasons for the reluctance of un-

derwriters to go after what once
was considered a good market.

THE superintendent of the An-
acortes School District reported a
bid of $15,713 this month on in-
surance for which the district

paid $8,726 only a year ago.
Insurance Commissioner Karl

Herrmann, in Olympia, said Gen-
eral Insurance Co. writes about

30% of the coverage in the state
under its Safeco name.

Mr. Herrmann added that the

company "is experiencing a 120%
loss ratio, or $1.2 million in losses
for each $1 million in premiums.

"There still is a market for

public building and liability cov-
erage," Mr. Herrmann said, "but
the problem is getting worse and
we may have to insist that the
FAIR Plan be extended to those

areas where the market is drying

Upi.

Cantlen, 66, dies
Henry Richard Cantlen, a vp

of Frank B. Hall & Co., New
York, died at his home in Bronx-
ville, Oct. 28 after an extended
illness. He was 66. Mr. Cantlen

served as a vp of Bayly, Martin
& Fay in San Francisco for 25
years before joining the Hall
firm in 1964.



Separate auto litigation
division again proposed

SACRAMENTO, Cal.-A plan ing action to punish the guilty
to remove automobile litigation and retrieve expenses.
of all kinds, including auto insur- "Automobile insurance rates,"
ance problems, from the existing Mr. Greene said, "are rising be-
court system in favor of a sepa- yond the financial means of
rate division for this purpose, has many people and are filling our
been suggested here by Sacra- roads and highways with unin-
Fnento Democratic assernbly sured drivers.

member Leroy Greene. "Once this renovation of the

"More than 50% of all legal system is complete," he added,
actions facing our courts today," "the insurance industry would be
Mr. Greene declared, "are con- forced to seriously consider rate
cerned in some manner with the reductions. There would be no

automobile. This includes time of arbitrary settlements," he said,
the judges, attorneys, fees and "but a basic approach establish-
other costs involved. ing standards for all automobile

"I shall propose that the next accident claims."

session of the legislature require a Similar plans have been pro-
complete renovation of the court posed before in California and in

structure and a cornplete strearn- other states. •

lining of the process of handling
auto accident claims."

THE SYSTEM he hopes to
have enacted would establish

payments for specific claims

based on fault or responsibility
but all claims would be processed
through a separate court division.
In addition, trained staffs would
deal only with automobile litiga-
tion and financial protection to
others would be a condition of

receiving a driver's license from
the state.

The separate division would
also determine basic insurance

rates for all drivers and adminis-

ter legal penalties against unli-
censed drivers, with the state
settling all claims and then tak-

CHICAGO-Illinois Insurance

Director James Baylor is con-

ducting an investigation of one
insurance company and three in-
surance agencies cited by the
Chicago Crime Commission for
having ties with the crime syndi-
cate.

Mr. Baylor's Chicago office in-
dicated that it will review infor-

mation compiled by the crime
commission on the Coronet In-

surance Co., Anco Inc., Dover In-
surance Agency Ltd., Normandy
Insurance Agency and Coronet
Insurance Co.

A department spokesman said
that in addition to the crime

commission material, the depart-
ment will check its records to

assure that the four insurance

firms have compiled with depart-
ment regulations.

"We will investigate fully," the
spokesman told Business Insur-
ance, "and we've been watching
these agencies and the company
closely fon some time."

He said that Coronet Insurance

Co. chiefly writes personal auto
policies but that its book of busi-
ness may include some small mo-
tor fleets. Some officials of the

company were formerly connect-
ed with Progressive General In-
surance Co., one of many insol-
vent auto insurance companies in
this state.

Ask state to pay Blues
The Connecticut State Employes

Assn., Hartford, has passed a res-
olution calling upon the state ad-
ministration to pick up the full
cost of Blue Cross and Blue Shield
insurance and add dental care. The

state now pays half of the family
cost on insurance. The employes,
in convention, also passed a reso-
lution asking for retirement with
full benefits after 25 years of serv-
ice.
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The smartest stewardess in the sky probably
never heard of us, but we've been up there flying

since the DC-3 was the fastest thing on the runway.
Today. we're practically standard equipment to thou-

sands of corporate airplanes and many of the major
airlines.

1-4 0 L

We're Marsh & McLennan. industry's

leading insurance brokers. No matter

what business you're in. we help you
get the best corporate insurance pro-

tection at the lowest possible cost.

Property. casualty. marine and em-

ployee benefits.
Regardless of size. your business

is important to us. That's why we

analyze your program. ask questions.
dig deep until we find, or develop.

the right kind of corporate insur-

ance for you in cost and coverage.
We do this with more risk

specialists and experts for al-

most every industry. more an-

alysts to review your program.

and more offices to serve you

here and abroad. Only
Marsh & McLennan has more

4S Of these services.
If you're not getting all

this from your present
corporate insurance, call

Marsh & Mclennan. Incorporated.

Non-stop for better protection...
all around the world.
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New organ transplant coverage
to augment major medical policies

CHICAGO-Organ transplant Plans also include coverage for coverage," the research man ob-
insurance, intensive care coverage the donor, Mr. Lindsay said. The served.
and other specialty employe and most costly part of the coverage "Eventually," Mr. Wallenberg
welfare benefits are among the to the carrier-by about 90%- predicted, "we will come close to
new coverage twists CNA Insur- will be kidney transplants and as- meeting Walter Reuther's demand
ance plans to market in the r.ear sociated dialysis-the flushing of for cradle-to-grave health care.
future, Frank A. Wallenberg, as- the kidney that must be repeated We will sell whatever there is a

sistant vp, group division, re- periodically and that may cost as market for and give people what-
vealed here. much as $30,000 a year-the re- ever they are willing to pay for."

At the moment, the organ search man stated. Nearly all-encompassing health
transplant insurance is still in the care insurance will have its ad-

development stage. But plans are BEYOND THESE specialty are- vantages for the corporation, the
that the coverage will respond up as of employe benefits, all other CNA executives contended. "Trite

to $50,000 after basic hospital and new coverage developments will as it may sound," Mr. Lindsay
major medical insurance and have be predicated on the question of said, "a healthy, happy employe is
an 80-20 co-insurance factor with the necessity and desire of the a better, more productive one."
full payment after $20,000, ac- buyer, Mr. Lindsay said. "The Likewise, competition in the la-
cording to Roger Lindsay, manag- question will always be whether bor market-especially for highly
er of CNA's home office group or not the loss needs to be insured skilled employes-will demand
research division. and is there a market for the that group benefits become more

f
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equal from company to company,
the executives agreed. To accom-
plish this, Mr. Wallenberg said,
"we have to be aware of the con-

stant pressure of insurance pro-
grarns to expand the spectrum of
coverage in an attempt to 'keep
up with the Joneses,' " which will
mean the pooling of smaller
groups together in terms of risk
assumption."

TURNING TO other well-dis-

cussed specialty employe benefits,
the CNA executives believe that

dental care insurance and pre-
scription drug coverage will be-
come almost as popular as major
medical insurance.

Both men held that although
lower limits of dental care and

drug coverage are . actually more
functions of budgeting, they re-
main within the scope of. the
health insurance underwriters be-

cause "the upper limits can ' be
catastrophic to an individual's
budget and of course we have the

MINIMUM
96 GUARANTEE

Now... for funds in Travelers Deposit Administration
Group Pension Plans...7% minimum interest guar-
anteed for the first two contract years and thereafter

until further notice! Also... our new /ow premium rates
now place us a step ahead of the industry.

For more information contact your Travelers Group
Representative or write:

Group Pension Division
The Travelers

One Tower Square
Hartford, Connecticut 06115

mechanism already set up to han-
dle the costs."

At present, CNA sells both pre-
scription drug and dental care
coverage normally with an 80-20
co-insurance factor. Mr. Lindsay
predicted that the co-insurance
should remain because it is the

major cost control underwriters
have.

"However, as with all co-insur-
ance benefits, first-dollar cover-
age· is possible, but there seems to
be some reluctance on the part of
the buyer to pay the necessary
additional premium that would

' result if the co-insurance were
eliminated," Mr. Lindsay said.

ZEROING IN on their problems
with buyers. of group inmirance,
both Ineih agreed that frvo points
should be better understood by
premium payers:

• There is a great need for
underwriting ' controls-co-insur-
ance, deductibles, etc.-unless

employers are willing to bargain
for benefits instead of rates," Mr.
Lindsay observed. Too often, he
added, employers will stand and
fight on the salary issue while
giving in too easily on the costly
elimination of such cost controls.

"When selling employers on.

a renewal, too few understand
enough about inflation," Mr. Wal-
lenberg said. While the cost of
living in general has gone up
about 6% each year recently, the
cost of medical treatment-in-

cluding hospital cost-has re-
cently risen about 15% a year, he
said.

Asks change
in Death on

High Seas Act
WASHINGTON-Sen. Warren

Magnuson ( D., Wash.) has intro-
duced a bill, at the request of the

American Trial Lawyers Assn.,
which would amend the Death on

the High Seas Act to extend to
the family of crewmen who are

killed on state navigable waters
the sarne rights as those pos-
sessed by families of men killed
on the high seas.

Sen. Magnuson said the nnari-
time law provides a remedy of

full damages to members of a
ship's crew and to many mari-
time workers for injuries caused

by negligence or unseaworthi-
ness. Maritime doctrines such as

the rule of comparative negli-

gence also apply and this is true
whether the injury occurs on the

high seas or in state navigable
waters, he pointed out.

However, he said, if death re-
sults from an inj ury occuring in
state navigable waters the situa-
tion is quite different.

FIRST, there is no recovery at
all for the death of a crewman

caused by unseaworthiness alone.
Second, the families of other
maritime workers must contend
with the: restrictions and uncer-

tainties of state wrongful death
statutes in determining whether
there is recovery for unseaworthi-
ness, whether the rule of com-
parative negligence applies and
the time limit for bringing the
action.

In short, Sen. Magnuson said,
many of the rights that an in-
jured party has where an injury
is sustained on state navigable
waters are denied to the family
of the man who suffers death

rather than inj ury.
The bill would also extend to

persons dying on fixed structures

on navigable waters and the high
seas. In addition, the bill would
more closely confirm such mat-
ters as the right to trial by jury
and the period of limitations to
those now provided for injuries
by the so-called Jones Act. •



Iniured Hawaiian bus rider may
sue English chassis manufacturer

WASHINGTON-T h e U.S.

ninth circuit court has ruled that

a passenger injured in a bus acc-
ident in Hawaii can sue an English
company that fitted the bus body
on its chassis. The frames, which
were made by another British firm,
were specially designed and con-
structed and were ordered by an
Hawaiian middleman corporation.
(Duple Motor Bodies. Ltd. vs Hot-
lingsworth, 9/19/69.)

In his decision for the majori-
ty, Justice Merrill noted that the
order for the coaches originated
in Hawaii by Maui Island Tours,
placed with Haleakala Motors.
They then transmitted the order
to Vauxhall in England. Vauxhall
manufactured the chassis and sent

them on to Duple Motor Bodies,
also English. Duple designed and
manufactured the coach bodies,
placed them on the chassis, painted
them and shipped the completed
bodies back to Vauxhall, who
shipped to Haleakala, who in turn
sold to Maui.

The bodies were designed and
manufactured by Duple with the
knowledge that they were to be
used in Hawaii and were made

with special modifications to
adapt them for use there. Prior
to purchase, a representative of
Maui Island Tours went to Lon-

don and visited Duple's factory
and, with representatives of Du-
ple and Vauxhall, discussed paint
specifications.

FOLLOWING the sale, Duple
responded to an order for spare
parts from Maui Island Tours
and at that time solicited further
business from that concern.

"In our judgment," said Judge
Merrill, "the presence of the
corporation's coach bodies in Ha-
waii, brought about by its sale to
Vauxhall with knowledge that
the product was destined for Ha-
waii, was sufficient contact with
Hawaii to meet the requirements
of due process.

"If it is clearly foreseeable as a
result of trade with a foreign
state that injury from a defective
product (if it occurs) would oc-

Montreal

reporters ask
riot coverage

MONTREAL, Que.-C amera
and soundmen for the Canadian

Broadcasting Corp. have asked
the corporation to purchase addi-
tional insurance to protect re-
porters covering riots in Montre-
al.

The CBC's film crews did not

provide film coverage of a recent
demonstration in Montreal's fi-

nancial district, which caused
$50,000 in damages.

A spokesman for the Crown
corporation said that under nor-
mal insurance company stand-
ards, Quebec would be consid-
ered a disturbed area whenever

the Riot Act is read. Consequent-
ly, personal insurance-medical
and lif-would be considered

void, leaving the reporters unin-
sured.

Denis Vincent, president of the
General Union of Cinema and

the Television Workers CNTU,
said in an interview that the cor-

poration has $25,000 insurance to
cover reporters reporting from
the three recognized war zones in
the world-Vietnam, Biafra, and
Gaza Desert-but that no such

coverage exists for staffers

covering the domestic scene. •

cur in that state, the hardship of
defending the product in that
state, in our judgment, must be
assumed as an attribute of for-

eign trade."

In a short but sharp dissent,
Justice Ely said the extension of
Hawaii's long arm statute "so

that it stretches halfway around
the world to grab the alien ap-
pellant brings to mind a carica-
ture of Blind Justice with arms
of rubber!"

"The simple requirement that
a non-resident defendant must
have invoked the benefit and

protection of the laws of the for-
um state is, of itself, a sufficient
ground for reversing the chal-
lenged order. The corporation's

contract was with another Eng-

lish corporation, admittedly sua-
ble in Hawaii, and the contract

was wholly executed and per-
formed in England. The corpora-
tion would have had no occasion

to resort to either Hawaii law or

the Hawaii courts for enforce-

ment of its rights....
"I also deem it significant that

Duple did not engage in any dis-
tributional scheme by which it
could have placed its products in
Hawaii without the efforts of its

co-defendants in this case."

Principally for these reasons,

Ely offered the opinion that
judgment should have gone to

appellant Duple instead of plain-
tiff Hollingsworth. •

Does your group insurance help you
• ATTRACT GOOD MEN?

• IMPROVE MORALE?

• REDUCE TURNOVER?

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

Despard, as a broker, can pick and
choose to find the carriers who

offer the best coverage for your par-
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before loss eontrol is putting
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Put loss prevention first -
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ticular requirements.

And Despard's team of group insur-
ance specialists can help you use
your plan to attract good men. im-

prove morale, reduce turnover.
Send for the "Guide to Despard
Services" which describes our

unique approach to hand-tailoring
insurance plans to each client's
needs.

The "personal service" insurance broker

161 William Street, New York, N.Y. 10038

Ph: 212-964-9100
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Vandals, insurers put public buildings under fire
NEW YORK-Public Er-emy

Number One is the public, as far
as insurance companies are con-
cerned.

In the old days of fire, famine
and flood, the insurance company
provided a nest egg in people's
usually quiet lives. But today the
natives are uptight and viclent.
They have created a jungle of
riots, demonstrations, vandalism,
arson and robbery and have
made public buildings their main
targets.

Like confused country gentle-
men suddenly thrown into the
bush, insurance companies have
either hesitated to insure public
property, or have made rates al-
most impossible to pay.

SCHOOLS, the center of the
youth movement, give insurance
companies their biggest ulcers.

"Don't ask me if we hesitate to

insure schools or if we've raised

our premium rates," one insur-
ance underwriter said. "You're

asking me if I've stopped beating
my wife. Something has to be
done to solve the school problem,
but I don't know what."

The New Brunswick (N.J.)
Board of Education didn't know
what the answer was either

when Continental Casualty Co. of
Chicago gave them 30 days' no-
tice and said they would not re-
new the school system's $15 mil-
lion policy because of a poor re-
cord.

EDWARD V. LIPMAN, New

Brunswick board president, said

50 insurance companies were

contacted and only one agreed to
negotiate with the board. While
board and company negotiated,
New Brunswick's 11 public
schools were without coverage
and had to be closed for a day in
October. The New Jersey Insur- -
ance Underwriters Assn. offered

to provide temporary coverage,
but the board could not afford the

rates. The school system impro- -
vised protection with their own
network of security men and
alarnns.

New Brunswick schools are

now covered by Allstate, which
has written the entire liability
policy and a portion of the fire
and vandalism coverage.

New York University, for its
part had no trouble getting in-
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surance. but the institution was

slapped with a 168% increase in
premium rates and the expense
is a drain on the school. Costs

jumped from last year's $62,000
to $166,000. The $1,000 deductible
rose to $100,000.

"THESE ARE dollars that

could have gone into higher
teachers' salaries, scholarships
and campus improvement," a

New York University official
said.

He added the university used
to have one company insuring it
for fire, vandalism and malicious
mischief, but now the coverage is
split be:ween six companies.

"I can see why insurance corn-

panies raise rates with all the
publicity given to campus dem-
onstrations," he said, "but I think

"10 dozen shedding loincloths ...I'm ruined.

You better haveCheckmate Excess Liabilit*"
And so should you. If your company is successful, it's a
target for possible business-wrecking. liability judgments.
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they've gone a little bit too far."
An official at riot-torn Colum-

bia University agreed.

"COMPANIES DON'T just
raise premium rates," he said.
"They raise the deductible too.
We're cut both ways."

A spokesman for Aetna Insur-
ance Co., the firm that insures
Columbia University, said that
schools used to be desirable to

insurance companies, but now
they are catastrophes. He said
that although his company had
raised rates sharply, Aetna has
no thought of dropping Colum-
bia, a policy holder for 15 years.

"Things have been so bad at
Columbia, they couldn't get
worse. We feel the peak has been
reached," he said.

C. B. Lilly Inc., an East Or-
ange, N.J. firm that offers corpo-
rate insurance management and
advisory services, surveyed 1,261
colleges and universities to de-
termine riot and demonstration

losses suffered in the past year.
According to the 382 schools re-
sponding to the survey, losses to-
taled $807,000.

LILLY, president of the com-
pany, said that despite high
losses, insurance rates were still
unreasonable.

He feels that insurance compa-
nies are forgetting about the
"spread of risk" concept and are
creating a prenniurn level for
each individual insured.

"In the face of such practices,
we can come to no conclusion

other than the fact that the in-

surance industry is not perform-
ing its service as it should," Mr.
Lilly said.

He said many schools would
have to set up their own insur-

ance prograrns.

New York, Atlanta, Chicago,
New Orleans and New Haven

have set up self-insurance pro-
grarns for public schools. In New
York payment for fire, damage
and thefts comes from the oper-
ating fund.

MILWAUKEE SCHOOLS had

been paying for damages out of
their own fire insurance fund. A

year ago the board tried to get
coverage from commercial insur-
ance companies.

"They wouldn't even talk to
us," said Thomas Linton, Mil-
waukee Board of Education busi-

ness rnanager.

The school system finally got
coverage from the State Fire
Fund, which is required by law
to insure state-owned property.

In Philadelphia, vandals caused
$1.5 million of damage to school
property during the first six
months of this year. The president
of the Philadelphia school board
said cost of coverage for that kind
of damage would be prohibitive.

IN ATLANTA, insurance rates
soared to $200,000 from last year's
$60,000. San Francisco rates went
to $103,000 from $70,000.

"What do you expect us to
do?" asked a New York insur-

ance company VP. "We write

more than our share of school

insurance. We don't refuse to in-

sure anybody. And look what
happens. Just a few weeks ago
some 13-year old brat sets fire to

a midwest school and gives us an
$8,000 loss."

A New Jersey insurance exec-
utive explained that companies
were not allowed to go above
bureau rates. He felt that many
companies hesitated to insure the
New Brunswick schools because

the state's rates were not high
enough.

Continued on page 37



CG names Walton
Joseph H. Walton has been

named director of product mar-
keting, group sales department,
Connecticut General Life Insur-

ance Co., Hartford. He joined the
firm in 1953.

The theory being that no two businesses
are alike. So why should your business be
crammed into a catch-all kind of business

insurance package, any more than a 6-footer
should be crammed into a 5-foot business suit?

At AFtna we've developed a different kind
of approach. With not one but several unique
tools t6 help our agents and brokers survey,
quote and deliver the most flexible business
risk package on the market.

These separate systems help them come up
with a plan as individual as your fingerprint.
And that's for your own protection.
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Company writing bonds on ex=cons /owers rates
WASHINGTON-An Indiana

bonding company participating in

a U.S. Department of Labor pro-
gram designed to help ex-con-
victs get coverage when they are
hired from behind bars is so hap-
py with the former prisoners'
new records it has lowered rates

since the program began in 1966.
United Bonding Insurance Co.

of Indianapolis is writing the
bonds through the McLaughlin

Co., general insurance brokers
here in Washington.

Reached in Indianapolis by
Business Insurance, Francis Wright
Sr., president of the bonding com-
pany, said he was "very pleased"
with the records of those prisoners
his company has bonded. And
with good reason: Of the more
than 1,700 ex-convicts United
Bonding has written covers for
since the program began only some
40 have defaulted on their bonds.

JOHN CLARK, a vp with the
Washington insurance brokerage
and naturally closer to the situa-
tion, explained that the rate es-
tablished by the bonding compa-
ny when the program was first
begun was $42 per $1,000 of bond
per year. It has since been

lowered to $1.75 per month for
the first $500 of bond and 70¢ per
$500 unit per month for amounts
over the original $500. In other
words, a $1,000 bond now costs
about $29 a year.

In the language of Labor De-
partment officialdom, the pro-
gram is still considered "experi-
mental." However, it has recently
been expanded to include all
prisoners in the department's 23
in-training programs throughout
the country, according to Secre-
tary of Labor George P. Shultz.

"The department is testing the
idea to see if it will help reduce
the return rate of released pris-

$13 million
mystery is
fully insured

NEW YORK-There is enough
mysterious air surrounding the
disappearance of $13,194,000 worth
of insured U.S. Treasury bills from
the Morgan Guaranty Trust Co.
here recently to create a giant
Halloween party in Central Park
on a July evening.

As expected, Morgan Guaranty
is exceptionally tight-lipped about
the insurance details beyond ad-
mitting that the loss is fully cov-
ered by insurance.

Other banking sources are equal-
ly close-mouthed, saying that they
just don't know.

"There's a lot of confusing in-
formation going around," one
told Business Insurance. "I heard
one story the other day that the
bills had been found. Then I

heard another that Morgan was
negotiating for their return."

The Wall Street bank said that.
a regular auditing procedure dis-
closed the absence of the securi-

ties, which range in denomination
from $1,000 to $1 million. They
are negotiable. However, serial
numbers are being circulated to
banks and securities dealers in

the U. S. and abroad, as well as
to police departments and FBI
offices. .

oners who fail on the outside

because of their inability to get a
job," a spokesman said, explain-
ing that since 1966 bonding as-
sistance has been available to

prisoners on a limited basis but
that it is now being expanded to
include about 2,500 inmates cur-

rently in the labor Department-
supported training programs.

FUNDED UNDER the Man-
power Development and Training
Act of 1965 (MDTA), the pro-
gram applies to prisoners who
have been trained in a particular
skill that may be useful to them
when they return to the outside
world.

"These fellows are well

equipped to perform good work,"
another Labor Department source

said, "but employers are naturally
reluctant to take them on without

a bond if they are to handle a
company's funds or other proper-
ty. And bonding cornlianies have
been equally reluctant to cover
them," he said.

The bonds, according to the

source, are paid for initially by
the U.S. government, which has
allocated funds under MDTA.

"After the first year the de-
partment asks the company in
which the ex-convict is employed
if their own bonding company
will assume the risk." If all agree
then the employer picks up the
tab, rnuch as he would for any
other employe. If not, the gov-
ernment continues to pay for the
bond for as long as the need
exists.

THE TYPICAL bond coverage
for an ex-convict, according to
Mr. Clark who at one time

worked out such an average,
runs about $3,750. However, one
rnay run anywhere from the
minimum of $500 to a maximum
of $10,000.

At each of the 23 institutions

that have job training programs
where bonding assistance is

available-they range from Ari-
zona State Prison to the South
Central Correctional Institute in

Columbia, S.C.-a professional
bonding certification agent is in
residence. His j ob, according to,
the labor department, is to re-
view cases to determine if a bond

is necessary, if the ex-prisoner is
eligible, if the j ob is suitable and
if the employer is eligible.

He also cancels the bond when

it is no longer required, based on
his follow-up duties.

Eligibility of both the ex-con-
vict and the employer, the source
explained, is based on several
factors. "Obviously," he said,
"the inmate's prison record and
attitude are factors." In addition
the prospective employer is looked
at carefully. "If the job available
to an ex-con had some especially
tempting and perhaps larcenous
side benefits to it, it is not one
likely to be considered eligible by
the department or the bonding
company," he said.

In other words, you're not like-
ly to find an ex-prisoner driving
a Brink's truck. However, the
source added, you might find one
driving a milk or bakery truck. •

Wemaketheplan
fit your business,
not yourbusiness
lit our plan.

LIFE & CASUALTY

OUR CONCERN IS PEOPLE



interpret product safety as profit, bonus
ry

CHICAGO-A product safety
program will succeed only if it is
interpreted in terms of profits and
bonuses for management person-
nel and wages and jobs for the
work force, Gerald L. Maatman,
vp and manager of the Kemper
Insurance Group's loss control en-
gineering, told the Chicago chap-
ter of the American Society of
Insurance Management.

"This is the language that these
two groups understand and it is
the thing that 'turns them on,' "
Mr. Maatman said.

As an economic approach to
motivating greater product safety,
the loss control engineer's concept
calls for the need to measure the

cost of poor products-"not only
those that represent product lia-
bility losses paid to customers but

also the host of other expenses
involved in routine product re-

f

, Gerald L. Maatman

placement and repairs for dissat-
isfied customers and even perma-
nent loss of business, although
this latter category is adrnittedly
difficult to quantify."

"I Have Done The Best I Could"

Robert E. Lee

With these words, spoken at Appomattox

Court House, Virginia, on April 9, 1865,

General Robert E. Lee announced to his

soldiers that the bloodiest and most terrible

conflict in American history was over.

Although against secession from the' be-

ginning, Lee led his men with valor for four

lonely years against the overwhelming num-

bers and resources of the North. However, it

was not for his military achievements alone

·that Lee became one of the most honored

figures in American history, but even more

for his outstanding personal character and

devotion to principle.

Americans have ever been a dynamic and

daring people, and we at Leo B. Menner &

Company firmly hold that only through pio-

neering, experimentation and hospitality to

new ideas will America and the insurance

industry overcome the problems which beset

us today and continue the heritage of leader-

ship which is the wellspring of America.

AS FAR AS management per-

sonnel are concerned, such an ap-
proach "also dictates the need to
establish a suitable internal cost

control system so that each divi-
mon and/or department knows
what its contributions are to the

company's product safety losses"
-thus rewarding or per.alizing
each department or division for
its success or failure.

"All communication and dealing
with the work force regarding the
progress of the product reliability
program should be clearly ex-
pressed in terms of the jobs and
salary dollars lost or gained," Mr.
Maatman declared. The loss con-
trol engineer also said that

thought should be given to the
establishment of a product relia-
bility bonus program for the en-
tire work force-"somewhat along
the lines of the good service pro-

gram which TWA recently estab-
lished for its employes."

Turning to the installation of

the program itself, Mr. Maatman
suggested that "it makes a lot of
sense to include within any such
program a corporate product reli-
ability committee, chaired prefer-
ably by the company's top finan-
cial officer and including top
management representatives from
the areas of research, production,
sales, industrial relations, legal,
field services, purchasing, plant
engineering and risk manage-
ment."

This committee, he said, should

develop the basic corporate pro-
gram and insure that the various

line and staff responsibilities and
procedures necessary to imple-
ment it are carefully spelled out
and put to work.

Continued from oage 34
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This drawing of Robert E. Lee by a famous Chicago artist

is available without advertising copy and suitable for
r

framing. It bears an important inspirational message.

Write or call Leo B. Menner 8 Company for your copy.
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letters
Continued from page 16

The article was very timely and
was somewhat familiar to us, as
we two weeks previous issued our
monthly Aero-Trip Letter, en-
titled "What Price High Limits."

Our monthly bulletin service
attempts to take an item or two
each month and bring to the at-
tention of the general aviation
public matters which we feel are
of interest. We thought it might
be interesting to send you a copy
of our Oct. 31, 1969 letter, due to
the timing of our letter and your
publication.

At this time we would also like

to cornrnend you on a very fine
publication. Your issues are read
with much interest by our entire
organization.

Carl H. Triplett
President, Carl H. Triplett Co.
Inc., Oakland, Cal.
Editor's Note: Following is the

bulletin to which Mr. Triplett re-
ters.

A standard liability limit has
somehow been established in avia-

tion insurance circles, and over
85% of all geneml aviation poL-
icies written aTe issued for the so-
caZIed standard limits. These lim-

its are bodily injum $100,000 each
person; $300,000 each occurrence;
and property damage $100,000
each occurrence.

It is not uncommon today jor a
ZaTge corporation or wealthy PTO-
fessional person to carry $1, $2, or
85 million liability limits on theiT
personal or business exposures and
then have the so-caZZed standard

limits of $100,000 and $300,000
bodily injurv, and $100,000 pro-
pertv damage on their aircraft ex-
posures.

Increased limits are relatively
inexpensive and with the exposure
potential involved, even tariing at

a modern airport may involve you
in a liability occurence far in ex-
cess of the standard limits.

It is recommended that you re-

view limits of liability on your
present aircraft insurance policy.

Torrey Canyon
To the Editor: Please be kind

enough as to inform me in what
issues of Business Insurance I can

find information on the settlement

made over and about the Torrey
Canyon Incident.

I have been your subscriber
for several years.

Tomas L. Lorant

Phillips & Associates, S.C.
Mexico 6, D.F.

Editors Note: Business Insurance

carried an article stating that in-
surers have agreed to pay France
and Britain $7.2 million jor oil
pollution damage caused by the
Torrey Conyon.

Info request
To the Editor: Early in the

year someone listed an article or

a brochure concerning starting
your own insurance company in
your Info for Buyers column. I
would appreciate it if you could
obtain same for me.

Edward I. Schliefer

Equity Planning Institute Inc.,
Philadelphia, Pa.

Editors Note. In 1968 the risk

management department of EBS
Management Consultants Inc. of-

fered an item entitled "Have You
Ever Thought of Your Own In-
surance Company?" in the column,
You may contact them at 100

Church St., New York, N. Y. 10007.
The Dec. 22 issue of Business

Insurance will be the annual Info
for Buvers issue, in which items
listed throughout the year will be
given one final review for the
benefit of readers who may have

missed them previously. New items
will also be included.



Homeowners debate with Aetna,
Union Carbide on explosion claims

TEXAS CITY, Tex.-There's a
three-way debate developing
here among Union Carbide Corp.,
Aetna Life & Casualty and resi-

dents of nearby La Marque.
It all started Oct. 23 when doz-

ens of homes were damaged by
an explosion at the Union Car-
bide plant.

Across a highway from the
plant, residents of a La Marque,
Tex., subdivision are complaining

VANCOUVER, B. C.-The Brit-
ish Columbia Automobile Assn.

has called a special meeting in an-
other attempt to form its own auto
insurance company.

The members attending the
meeting will be asked again to
vote approval of the new compa-
ny to take over the business of
the organization's American un-
derwriter after Jan. 1. The mem-

bers had voted on the question
Sept. 15 (Business Insurance,
Oct. 13) but a supreme court in-
junction Oct. 6 barred association
directors from proceeding with
the formation of the proposed
company.

The injunction was obtained
by association member Brian
Rudkin, who claimed the two
resolutions passed at the meeting
were invalid because of voting
irregularities. Judge E. E. Hink-
son's injunction prevented the
directors from investing associa-
tion funds in the new firm.

IN A SPECIAL report, mailed
to the 176,000 members late in
October, G. Conway Parrott, as-
sociation president, once more
urged approval of the two reso-
lutions at the special meeting.

He said in the letter that Mr.

Rudkin had been a member since

June 27, 1969, and operates a
competitive auto insurance com-
pany.

The present underwriter, Em-
ployers Mutual Casualty Co. of
Des Moines, Ia., wants to end its
contract on Jan. 1, it was report-
ed.

A private act, passed by the
B.C. legislature in 1964, permits
the association to set up its own
2ompany with approval by a two-
thirds majority of members at-

tending a special meeting.
As agent for the U. S. firm, the

BCAA is the second largest auto
insurance underwriter in the

province, with 44,229 policyhold-
ers at the end of 1968. •

Citrus workers get

life, health coverage
LOS ANGELES-Arizona-

California citrus workers have

had their lot improved con-
siderably, the Department of
Labor has reported.

Than]4 to the efforts of the
Agricultural Producers Labor
Committee, whose member-
ship includes 11,000 owner-
growers employing some 16,-
000 seasonal workers, pickers,
have gleaned some major
benefits.

Among them, according to
the Department of Labor, are
a group life insurance policy
that pays $3,000 and a group
medical plan carryink a maxi-
mum benefit of $20,000. Pre-
miums are paid in full by the
employers.

their homes are unsafe and peti-
tions were circulated for Carbide

to buy their homes. They also
complained of the slowness of
settling damage claims.

THE EXPLOSION caused an
estimated $5 million damage to
the plant. However, the total loss
is expected to be much higher,
according to a source at Union
Carbide's corporate headquarters
in New York.

"We have a combined property
and business interruption policy
with a $3.5 million deductible,"
the source told Business Inst£,-

ance. "We're thinking in terms of
being out of operation for four
months," he said, admitting that
it could be longer and that up to

600 product derivatives will be
involved in the interruption fae-
tor.

The source also disclosed that

the policy was split in three
ways, with 50 % being covered by
Factory Mutual companies, 30%
by other American companies
and about 20% by the British
market.

Carbide is trying to be a "good
neighbor," but assistant plant
manager W. E. Burndrett said
the firm has no plans to buy any
section of La Marque and does
not intend to go into the real
estate business. "When we re-

build the unit it will be safer

than before and we hope to oper-
ate another 30 years or longer
without an incident," Mr. Burn-

drett said.

R. E. CORKBEAN, personnel
and industrial relations manager,
said there is no estimate of dam-

age to property outside the plant.
He said the highest single claim
losses were between $6,000 and
$7,000. This figure was a week
after the blast when 450 claims

had been received, with Aetna
making 200 appraisals, 140 ad-
justments and settling 35 claims
for which checks were issued.

Mr. Corkrean admitted Aetna

was moving slowly, citing that
many of Carbide's insurer's ap-
praisers and adjusters had been
tied up in Mississippi and Louisi-
ana, still working on claims dam-
age from Hurricane Camille.

An hour after the blast Mr.

Corkrean said Aetna had person-
nel on the scene. The first week

seven appraisers and eight adjust-
ers were working and 15 more
were added the following week-
end.

One resident's home was so

damaged that it couldn't be lived
in. Since he didn't have the mon-

ey to rent another, he farmed his
children out to relatives. "No-

body from the company would
talk to me about it," said Nick
Navarez, who was reunited with
his family a week after the ex-
plosion.

A neighbor said he was offered
money to tide him over if he
needed it. The offer came a week
after the blast from an Aetna

senior claims representative.
Union Carbide's Mr. Burndrett

estimated it will be at least 90

days before the Olefins unit will
be back in operation and as
much as nine months for a Buta-

diene unit. Both were damaged
by the blast for which investiga-
tions into the cause are continu-

ing. Although there are areas 01
suspicion there remains nothing
definite enough to pinpoint the
exact cause. •

How to cushion the

money er unCh:

Let AFCO help you
pay insurance
premiums by
installments.

Credit has never been so tight in the history of
this country. (As if you didn't know.) But there's no
tightness at AFCO.

AFCO's extra line of credit will help you free up
working capital. AFCO will pay those heavyweight
insurance premiums.

Then you repay AFCO in installments monthly.
That's much easier to bear. So are our low
i nterest rates.

Ask your insurance agent or broker for the simple
details. You and your company will breathe
more easily.

NEW YORK: 108 JOHN STREET, NEW YORK 10038

ATLANTA BAl TIMORE BOSTON CHICAGO

EAST ORANGE KANSAS CITY lOS ANGElES

MIAMI NEW YORK SAN FRANCISCO SEATTLE
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If ifs too big to handle, wdll eat our hat.
Chew it over with your independent agent.

Ask, for instance, about SUPERCOVER,
our new Blanket Excess Liability Policy
for business. (It's the only policy with
three deductible options.)

Or our anything-but-ordinary Ordinary

Excess-for both Commercial and

Professional.

Or Product Withdrawal.

Or Errors and Omissions Insurance-

for newspapers, broadcasters, advertisers,
ad agencies, electronic data processors.

In short: whatever the risk, make sure

your agent checks out Fireman's Fund.
And while he's at it, ask him to get you
our explanatory brochures.

We think you'll find we're just your size. 
Fireman's Fund American/Excess Risk Insurance v..c,-q-



group insurance coverage p/ans
HARTFORD-Connecticut Mu-

tual Life Insurance Co. has re-

vamped its employe benefits plan
offerings for 1970 in an apparent
attempt to keep abreast of cur-
rent improvements in the field.

New changes include a con-

vertible, non terminating 1.fe
policy, a flexible premium retire-
ment annuity, the adoption of the
fixed policy fee approach and an
increase in the company's reserve

interest assumption in group 1-fe
policies of 1%.

"Originally our group life poli-
cy terminated at retirement,"
Leon R. Case, actuary for Con-
necticut Mutual Life, told Busi-
ness Insurance. "Now we've

changed the policy so that the

T

owner can continue his coverige
for the whole of his life. It is n)w

convertible upon retirement with
a non-terminating clause wri::en,
in."

Under the company's old grcup ,
policies the insurer assumed an
interest rate of 2.5 %, he explained.
"This has been increased,' Mr.
Case said, "to 3.5% enablirg the
policy owner to pay a sm:Ller

premium to get a fixed amount
of coverage."

ACCORDING TO Mr Case, the
present annuity agreements
being written by Connecticut
Mutual under a group plan make

it possible for the employe to
increase the value of his retire-

ment annuity by paying twice
me required premium. At the
same time, however, the insur-
airce company maintained its ip-
jon to drop an annuity policr if
--c- payments were made during a
given year by the insured. Tnis,
Mr. Case explained, hES been
.tanged in the product being of-
fered for 1970.

Under the new flexibla prem-
-un retirement annuity there is
no fixed annual premium. In-
stead, Mr. Case explained, "pay-
ments can be made at any t.me
and in any amount from m.ni-
mum of $10 up to a tota. in any
one year of twice the annual
premium originally specified in
tte annuity application." Mr.

Case asserted that the new offer-

ing will a-low the annuity holder

much greater Sexibility in de-
veloping his retirement annuity.

"IN ADDmON, we have

a6opted a modif.ed policy fee ap-
proach," Mr. Case said. What this

means to the employ 3 group poli-
cyholder is a ccn:inual reduction

in premium expense charges as
the amount of irsurance in-

creases, he said. k effect, this
will put more d he premium
dollar to work f )r :he insured.

Mr. Case also revealed that his

ccmpany had 1 beralized its life
income options ty incorporating
a "more appropriate mortality
element" coupled with the pre-
viously mention.=d h.gher interest
assumption into tne rating struc-
ture. ':This move cecreases the

minimum insuranee coverage

necessary to obrain a fixed in-
ccme," he explained. •
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Star does stunts;
Lloyd's cancels

HOLLYWOOD-Screen

star James Garner revealed

on the Johnny Carson tv
show-which originates from
California periodically-that
Lloyd's of London cancelled
cast insurance on the rnovie
"Gran Prix" when under-
writers learned that Mr.

Garner was driving his own
racers.

Somewhat of a profession-
al race driver by hobby, Mr.
Garner said, "What Lloyd's
of London didn't realize is

that Old Jimmy-boy loves
life more than they love
money in their pocketbooks."

Mr. Garner also said the
coverage limit on -Gran

Prix" was $8 million and
cancellation came one month

before the completion of the
movie.

Court b/ocks
B.C. auto unit

on msurance
VANCOUVER, B.C.-Proposed

entry of the British Columbia Au-
tomobile Assn. into the auto in-
surance business has been at least
temporarily blocked by a court
injunction, granted on application
of a member.

Brian Rudkin, who asked for
the restraining order through his
lawyer, contends that members
who attended the association's

meeting in September which au-
thorized the insurance decision,
had not been fully informed on
the issues involved. He claimed
that there had been procedural
,irregularities and lack of infor-
mation.

The association's legal counsel
reminded the court that an act of

the provincial legislature in 1964
had given the association power
to form its own insurance firm.

All that was required was mem-
bership approval. This approval,
it was argued, had been given
by the September meeting, even
though the attendance was rela-
tively small in view of the asso-
ciation's large membership.

Judge E. Hinkson of the Brit-
ish Columbia supreme court
ruled that Mr. Rudkin had raised

a fair question and was entitled
to the restraining order "and that
until the issues can be tried, the
status quo should be rnain-

tained." •

Rail safety
probe ordered
for Britain

LONDO N-Railway officials
ordered to probe two recent
freight train derailments found
that the cause lay in the buckling
of continuous welded rail. But

government safety chief William
Reed agreed that this type of rail
nnust be the track of the future,
and any unexpected problems of
stability would have to be over-
come.

One derailment occurred be-

cause the track had not been

'de-stressed' after examiners had

ordered this to be done, and the
other because re-alignment work
had been carried out while tem-

peratures were above 85°F.
Britain now has 4,000 miles of

continuous welded track, with
500 miles being added yearly,
and these were the only two ac-
cidents resulting from buckling
in 12 nnonths. •



Long, cold winter for retired railroad employes?
WASHINGTON-It'11 be a

tight Christmas this year for
60,000 retired railroad employes
who won't get December pension
checks until the end of the month

and may take a cut starting in
January.

The employes are the subj ects
of a long-sizzling supplemental
pension controversy which ex-
ploded with new intensity the
week of Nov. 17 when a Senate
subcommittee voted to cut these

supplement payments in half.
The railroad retirement sub-

committee's decision, which must
still be approved by the labor and
public welfare committee before it
becomes law, was reached to solve
a treasury depletion problem. The
railroad retirement board's sup-
plemental fund, set up in 1966 for
25-year employes as an addition to
regular retirement payments, is al-
nnost dry.

FUND MONEY was to come

from a tax of 2¢ per hour on
working employes. Because of
layoffs, wage cuts and an unex-
pectedly high rate of retirement
in the last three years, the money
just isn't there for continued
supplements.

The subcommittee voted to

hold December checks, usually
delivered on the first, until the
end of the month when there

would be enough money to make
one last full payment. After De-
cember, checks would be cut by
50% under the subcommittee's
decision.

Supplemental payments to re-
'tired railroad employes range
frorn $45 per rnonth for 25 years
of service to $70 for 30 years.

"Twenty or thirty dollars less
doesn't sound like a lot," said a
spokesman of the AFL-CIO

Brotherhood of Railway and Air-
line Clerks (BRAC), told Busi-
ness Insurance. "But to a retired

person who's counting every dol-
lan the cut may wipe out his
grocery budget."

C. L. DENNIS, BRAC presi-
dent, called the subcommittee's
decision, "barbaric."

"It's intolerable," Mr. Dennis
said, "and can be regarded as
nothing less than a national
scandal and disgrace."

The bill which came to the sub-

committee had originally called for
continuation of full supplemental
payments. Railroad carriers were
to pick up the tab in exchange for
mandatory employe retirement at
age 65 by 1976 and a freeze on
boosts in the supplement until 1975.

THIS BILL passed by a vote of
372 to 17 in the House commerce

committee, but when it got into
the Senate it ran into a block

thrown by opposing railway un-
ion members. They have been
fighting the proposal since it was
negotiated last year because they
feel it concedes too much to

management.

"This is the day of reckoning,"
said W. J. O'Brien, vp of the
Sheet Metal Workers- Union. "The

railroads thought they could take
advantage of a desperate situation.
They thought we wouldn't have
the guts to stand up to the heat,
but we're going to buck this thing."

Mr. O'Brien is acting chairman
of the Railway Labor Executives
Assn. (RLEA). The association had
been the representative group for
all railway unions until Mr. Den-
nis severed relations with it last
month.

FOLLOWING the BRAC re-
bellion were the United Trans-

portation Union, the Brotherhood
·of Maintenance of Way Em-
ployes, The Transport Workers

Union and the Hotel d. Restau-

rant Employes Union. According
to Mr. Dennis, this represents
over 80% ef all railwal workers
and should be recognizec as the
voice of the maj ority.

"The remaining 14 unions in
the labor executives association
represent about 20 % of all rail-
way empleye:, but h.ave more
employes 0-1 an over-a-1 basis in
other indLstries," ir. ©'Brien
said. "And if management pulls
this off in the railroads, what's to

prevent th:s tim spilling over
into other indus-.ries?:'

Mr. O'Brien went: the issue
out of the Senate and back on

the bargaaning sable.

"THE GOVERNMENT should
just get its mose out of this," he
said. "We can use our muscle

with mar. ag€ine* and make the
pot a little swe€ter fc r employes.
Sure, it'11 be a hardship for a
while, bu: once the ESSLe·is set-
tled on the bargainiing table re-

tirees will get their money."
The RLEA presented this view

to the Senate subcommittee and

the committee agreed.
"The parties involved should

settle this themselves," a sub-
committee spokesman said. "We
took the mandatory retirement
and freeze measures out of the

bill and voted to pay as much
money as was available until the
issue could get back to the bar-

gaining table. We thought that
regular payments, even though

Ar opfrator respond ng to an alarm signal in
ore of ADT's rrcre tier 140 central stations.

cut in half, would be better than
paying the full amount every two
or three months."

ACCORDING TO management
and Mr. Dennis' faction, the bar-

gaining table will be chaos, as it
has been ih the past. They feel
the Senate is "dropping a hot
potato·"

"These two union groups can't
sit down together," a BRAC offi-
cial said. "It's impossible. That's

Continued on page 34
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our concern

is your protection
ADT, the Concern that provides

another kind of business insurance: protection
of your property, profits and personnel.

Business insurance comes in many forms. One of
the most necessary is an underwriters-approved
security system by ADT.

Automatic electric ADT protection services re-
duce your risks, cut your losses and costs by
providing the fullest range of sophisticated, effec-
tive protection against fire, burglary and other
hazards.

And because of the premium reductions granted
by underwriters in recognition of ADT service,
you can effect considerable insurance savings.

Major industrial, commercial and institutional
properties throughout the countryare safeguarded
by ADT systems. For over 95 years, ADT hai been
a leader in the planning, installation and efficient
servicing of automatic protection systems.

ADT professional safety and security consultants
are available to you at any time. On request, a
qualified ADT protection expert will plan a system
specifically designed to fill your security require-
ments. No obligation. This is another ADT service.

For information. see Yellow Pages, or write:

55 Sixth Ave., New York, N.Y. 10013
An International Organization

Risk managers with a sense of security specify ADT
the protection Concern.
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Conglomerates: One big, happy benefit family?
CHICAGO-With the deK elop-

ment of merger-oriented ccmpa-
nies into today's conglomerates,
the employe benefits man at the
parent company is probably find-
ing himself with an odd assor->
ment of little children.

A question, naturally enlugh,
arises: Should all the little chil-

dren be integrated into one bg
happy benefits family?

It is desirable, but there is r)
hard and fast rule, an insu·ance

consultant told benefits people

meeting here. However, he elar--
fied his remarks somewhat, say-
ing that he was speaking irly of
salaried employes in the cour.-
try's ever increasing conglcmer-
ate population. For hourly em-
ployes there is a hard and fast
rule, he said.

"THE ANSWER IS simple ' for

hourly ernployes: H. Charles

Kwasha, senior partner of the
Kwasha Lipton Co., Englewcod
Cliffs, N.J., told an American
Management Assn. audience ';In
order so be in a fair bargarning
stance with the many different
unions. in the different business-

es, industries and areas in which
the given conglomerate is operat-
ing it would be impossible fcc the
conglomerate to esrouse one pro-
gram for all of its hourly paid
employ€s.

"In the natural 20Urse of rego-
tiating with different unions: dif-
ferent benefit patterns will result
for employes represented by dif-
ferent unions in different indus-

tries and areas in -le country. No
uniform plan is possible for tnis
group, in our opinion," the con-

sultar.t said.

"Although a uniform benefits
program for salaried employes of
a conglomerate is possible, it is
not always practical," Mr. Kwa-
sha said, referring to different
business entities of a conglomer-
ate that are so loosely knit that
they zontinue to operate exactly
as before with no shifting of ex-
isting management and with ex-
isting management calling the
shots as they did before.

"There is a serious question
here, the consultant said,

"whet.her a uniform program for
salar.=d employes and higher is
necessary, or desirable, or whether
local mana,:ement would take

kindly to it."

NOrING, HOWEVER, it has

been his experience that in very

few instances does a conglomer-
ate continue to be a loosely knit
arrangement with its different
units for long, Mr. Kwasha said
that a uniform benefits program
may become very desirable.

For example, he said, since the
concepts of proper management,
administration and often mer-

chandising are not that different
from one manufacturing industry
to another, the conglomerate may
wish to shift management from
one place to another to take ad-
vantage of its best talents in the
places they are most required.

"A uniform benefits program is
almost essential if this is to be
accomplished with a minimum of
stress and strain," Mr. Kwasha
asserted. "Also," he added, "the
conglomerate wants to feel that
no one unit is faring better for its

This Southern Caliiornia Edison hydrographer
has pension benefits provided by PaciSc Mutual Life.
And sohave thousands oi other
SCE employees since1941.

He works in the :reezing High

Sierras. Below him is the SCE Big
Creek-San Iocruin River hydroelec-
tric project, pcrt of -he company's
tremendous netwc.k of generating
facilities.

PML is proud that his employer
selected us k invest a portion of his
non-contributcry pension funds -

anc -hose far more than 8.700 cther employers and multi-employer cus-
SCE employees. tomers like trade associations and

PML has served SCE for 28 years. unions.
Over that time we have mainta: ned The advantages of service, cost
excellent investment performcnce and coverage enjoyed by SCE are
with continued high yields. Retirees worth looking into. Your Pacific
have received speedy service. And Mutual Life group insurance repre-
SCE management haa received sentative, agent or broker, will give
meaningful information reports on you all the facts.
the progress of the pens.on plans.

As one of :he largest group insur-
ance compclies in the nation, PML Pacific Mutual Life
can satisfy the needs of large The West's largest mutual life insurance compcmy

r
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salaried employes, as related to
their pay, than is true for anoth-
er unit. They want no second
class citizens," he said.

IN CONSIDERING a uniform

benefits program, Mr. Kwasha
said he was taking the more
far-ranging conglomerate or the
merger-oriented company that

places no limit on the type of
industry in which it might seek
mergers. "If we can develop a
uniform plan for this type of
company, the thinking for a more
restricted operation will fall into
place," he said.

Judging from the amount of
time he budgeted on the various
phases of a uniform benefit pro-
gram, Mr. Kwasha considers the,

pension and profit sharing areas
to be the most important-and

indeed the most complex.
"Some units in a conglomerate

will face the problems we are all
familiar with in devising a pen-
sion plan which for the lower

paid salaried employe will be
competitive with the negotiated
union plan for the hourly paid,"
the insurance consultant said.

NOTING THAT HE believes

the trend today is to solve this

problem by way of a pension
forrnula which is a percentage of
salary (usually the five year av-
erage pay during a period pre-
ceding retirement) times credited
years of service, Mr. Kwasha
said: "If the proper percentage is
chosen this type of plan will keep
abreast of union negotiated bene-
fits at least for the older em-

ployes coming up for retirement
in the more immediate future

whose salaries tend to be above

the lower levels.

"As higher pension levels are
negotiated for hourly employes
as a result of pay levels going
up," he continued, "the salaried
employe pension plan geared as
it is to a percentage of pay will
provide compensating increases.
However, this is not to say that
this percentage will not require
amendment from time to time

should unions negotiate benefits
in a different ball park-as has
been the case in the last five

years when benefits were more
than doubled," he said.

"In our opinion," the consult-
ant went on, "the pension benefit
percentage applicable to the part

of final average salary on which
Social Security benefits are com-
puted must, for the far-ranging
conglomerate, be on the order of
.85 % to 1 % to be competitive
with the $5 to $6 per month per
year of service that is being pro-

vided today for hourly employes
in most mass production indus-
tries. Furthermore," he added,
"this pension percentage should
require no employe contributions,
since union negotiated plans for
hourly employes are invariably
noncontributory."

TURNING TO another matter,
that of the percentage applicable
to the upper part of pay, Mr.
Kwasha said he feels that the

conglomerate should be influ-
enced by current day trends in
industry of providing, without
contributions, pensions of ap-
proximately 45% to 50% of final
average pay for the 35-year-man
--or about 1 1/3% per year of
credited service. "Certainly some
of the units in a far-ranging con-
glomerate Will already have

plans providing benefits on this
order and it would be wise to

win the confidence of acquired
management at other units by
upping their pension benefits to
the more liberal levels of current

Continued on page 44



• A system that gets its fi-
nancial support from employer-
employe contributions and, for
indigent and dependent persons,
from Federal, state and local
government contributions. Sen.
Javits has made it clear that he

supports a program calling for
direct financial contributions by

beneficiaries so they have a
"stake" in fiscal health.
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Sen. Javits plans national health care proposal
WASHINGTON-Sen. Jacob K.

Javits . (D., N.Y.) will introduce
legislation calling for a national
health care sy5tem this month, his
Washington office has told Business
Insurance.

The Javits measure, which has
been expected for some time, will
join an ever growing list of na-
tional health legislation that has
been or is about to be introduced

before both branches of congress.

In planning to introduce his
bill next month, Sen. Javits is
perhaps attempting to get the
jump on the much-heralded pro-
posal the committee for national
health insurance plans to intro-
duce shortly after the first of the

year. The committee, of which
United Auto Workers President

Walter P. Reuther is chairman,
has already begun a major push
for support.

THE JAVITS bill has been in

the planning stage for months.
Sources in his office here are

reluctant to make full details

public. until the measure is for-
mally introduced. However, bits
and pieces of what the bill may
contain have been dribbling out
in speeches the senator has been
making since last spring.

The health bill, according to
the senator's aides, will call for
the establishment of a national

system of prepaid comprehensive
health care for all Americans

that would be compulsory.
In recent months the senator

has indicated his measure will

have seven basic objectives. They
are:

• A system of prepaid health
care designed to eventually re-
place existing Federal health as-
sistance, including Medicare and
Medicaid, which he feels are in-
adequate as they now stand.

• A program with a "wide di-
versity of systems of prepaid
comprehensive care, with free
consumer choice between com-

peting plans, although ultimate
participation in a plan would be
compulsory."

• A system that would be re-
quired to provide full health care
-preventive, diagnostic, ambula-

tory and rehabilitative care, as
well as physicians' and acute
hospital treatment.

• A plan that would have "to
submit itself to realistic and

meaningful cost controls and to

the requirements of state health
facilities planning agencies."

• A system that would have
the Federal government financ-
ing the necessary capital de-
velopment and construction costs

of participating institutions. This,
the senator believes, "will permit
thenn to reach out to the prepaid

population they serve with neigh-
borhood family-care clinics, ex-
panded outpatient depa rtments,
and other forms of ambulatory
care."

• A system that would be
structurqd in such a way as to
insure the availability of ade-
quate rnedical care to everyone-
"no matter where they live."

EARLY last month, in Chi-

cago, Sen. Javits again went into
another matter of intense interest

to benefits people-that of pen-
sion reform. However, this . time
the Republican Senator made it
abundantly clear that he and the
Administration substantially dif-
fer on the extent of reform.

"My feeling is that the Admin-
istration will take a stand on

.

pension reform, but only in the
area of setting fiduciary stand-
ards," Sen. Javits told the fall
conference of the American Man-
agement Assn.

The Senator, who has intro-
duced a bill on th€ subject
(S2167), indicated that he pre-
ferred much stronger reforms,
but emphasized that he has no

desire to eliminate private pen-
sion plans or impede their fur-
ther growth.

"I DO NOT believe that my
bill, if enacted would have any
such effect; indeed, what I seek
to accomplish, basically, is to
preserve confidence in the pri-
vate system by insuring th:t the

pension promise does not prove
illusory, as it does so often to-
day.'

In other words. he told the

meeting, the bill he has intro-
duced established ''minimum

standards of equity and decency

for private pension plans. I be-
lieve that to accomplish this

Contigued on page 39
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Railroad . . .
Contimied from page 31

why we have government media-
tion."

He said Mr. C'Brien's camp was
being too bull-headed. "They're
blind. They want everything and
will give nothing. I don't like rr.an-
datory retirement or the freeze on
additional supplements, but I know
bargaining is give and take."

A railroad management repre-
sentative feels that the subcom-

mittee is riding over the wil. of
the majority.

"WE THOUGHT it was all set-

tled," he said. 'The subcommit-

tee's decision 15 very unfair.

They are listening to certain in-
terest groups. We understand

that retired peiple need the
money and we want to give it to
them, but we want something in
return."

Each side thinks the other is

cutting its throat, and while the
insults fly and paper changes
hands and the legal machinery
rumbles in Washin,don, the men
in Grand Central end other ter-

minals do, the-r jcbs and wait.
"I don't know how it'11 come

out," said a janilor who was

questioned by a Bleiness Insur-
ante reporter in New York's
Grand Central as he pushed a

mop down a long hallway. "But
there'll be a lot more fightin'
before it's done."

A PORTER stood in the w.nd

blowing through the 42nd Street
entrance and commented: "It

hasn't reached our level yet, but
it's comin'. It's comin'."

A baggage clerk whistled
through his teeth, "I know a lot
of retired people, and the>'re
going to have a long, cold w.n-
ter." •

Wysong Starr Tech vp
Starr Technical Risks Agency

Inc., New York, has announced
the appointment of Robert G.
Wysong as general manager, vp.

. you'll learn about a system for seeing a// the risks yof lave to manage. This system digs out, organizes and presents
the essential facts for a coordinated attack on Injury costs, Liability costs, Fleet Claims costs, and Insurance costs. We call
it the IMPACT system for total ris< management. 0 IMFACT works with all carriers, all coverages, and all non-insured
risks. It is the only system that G n give you a complete and ccmprehensive analysis of all accident costs in a single
monthly report. And, be=ause it can be operated by your agent, t spreads some of your administrative burden. 0 You may
have been getting along famously without all the facts available tl-rough our IMPACT system. But when you see how our
system of facts management can help your system of risk management, we are confident you will want it. O Ask your
agent or broker to put IMPACT i,to his service package. Or write today for our free Facts Pack. It's an eye opener.

eCOMPUITER.C.AIMS CONTROL
A Division of Management Information Systems
P. O. Box 9013, Amarillo, Texas 79105

Maatman...
Continued from page 26

THE COMMITTEE approach,
Mr. Maatman felt, would better

integrate the concept of product
safety into the entire corporation.

To explain how it might work,
the loss control engineer told the
ASIM members how the hypo-
thetical company Ajax Industries
would go about creating and mar-
keting a safer electric hedge trim-
mer.

After the research and develop-
ment section of Ajax Industries
has surveyed the similar products
made by other manufacturers, it
should come up with some basic

design ideas and make the appro-
priate patent search-and then set
about designing a better, more re-
liable "and hopefully cheaper"
electric hedge trimmer. The ac-

tual design phase should include a
cheek to see whether or not there

are any product safety standards
for such hedge trimmers and the
attempt "to design as fail-safe a
product as possible, taking into

account its use by human beings
both for its intended purpose and
other foreseeable purposes."

As another aspect of the Ajax
research and development of the
hedge trimmer, "it is extremely
important to maintain detailed re-
cords of the entire design process,
including the various tests and
analyses made on prototypes,"
Mr. Maatman said.

WHEN THE design is turned
over to the manufacturing sec-
tion, the purchasing department
should sit down with the produc-

tion and design engineers to de-
velop the necessary specifications
for component suppliers, the loss
control engineer told the ASIM
members. These ·specs should in-
clude "suitable quality control
performance requirements" and
steps should be taken to set up
quality control tests and pro-
cedures "to at least spot-check

shipments of these components,"
Mr. Maatman said.

As for the manufacturing
process of Ajax, the critical points
in this phase and the final assem-
bly should be established. And
again, "suitable quality control
tests and checks should then be

designed at the various points in
the manufacturing and assembly
operation," Mr. Maatman said.

Finally, with the finished prod-
uct in hand, a testing program

should insure that the hedge
trimmer shipped from the plants

are in proper operating condition
and contain no defects.

"It goes without saying that

complete and detailed records
should be compiled and main-
tained on all quality control

inspection and testing activities
both with reference to outside

supplied components and all in-
house work," Mr. Maatman said.

BEYOND THAT, the loss con-
trol engineer told his audience,
the sales department should sit
down with the design and produc-
tion engineers, the shipping de-
partment and the legal staff to
develop a package for the trim-

mer that will prevent damage
during shipping and spell out the
customer instructions.

"It is extremely important that
these instructions be written in a

clear and concise manner and that

the appropriate warnings be in-
cluded in bold type explaining
any dangers that might result
from improper use, poor mainte-
nance, etc. With this type appli-
ance, it's also obvious that the
consumer should be warned to

keep it away from possible use by
children," Mr. Maatman said.

At this point, he cautioned, "it's
vitally important that the legal
department and design engineers
from the research and develop-
ment section review all proposed
sales literature and material to

insure that no exaggerated or le-
gally dangerous claims are being
made."

The final area of concern for

the product safety committee is
the keeping of records, Mr. Maat-
man said. This includes the use of

warranty cards, which the cus-
tomer is instructed to complete
and return to the company within
30 days. Also, the loss control en-
gineer suggested, retail dealers
should be requested to send back
on suitable form any reports of
customer dissatisfaction, and cus-
tomers, through advertising and
the appliance warranty program,
should be encouraged to write di-
rectly to Ajax if they encounter
any problems in the use or main-
tenance of the hedge trimmer.

All complaints, whether in a
friendly form or a legal form,
should be investigated immedi-
ately. This means, Mr. Maatman
said, that some type of established
procedure be followed to do the
investigation. "Also," he said,
"quickly notify your insurance
carrier of the occurence." •

Chicago, London teams
pool aviation resources

LONDON-Two internationally
known teams of experts in avia-
tion loss handling and underwrit-
ing are pooling their resources to
extend their world-wide facilities.

Peter J. MeBreen and Associates,

Chicago, is linking up in London
with International Air Services,

run by two British insurance men,
to give full attention for opera-
tions on both aviation and other
losses.

This move was announced in

London by Alan Hunter, formerly
principal surveyor of British
Aviation Insurance Co., and Har-
old Caplan, who headed its legal
department.

Final details were completed
recently between Mr. MeBreen,
his brother Geoffrey McBreen,
and the new Hunter-Caplan com-
pany.

In a joint ·statement to Business
Insurance, Mr. Hunter and Mr.
Caplan said:

"OUR TWO international teams

are already geared to today's de-
mands by the world's airlines and

their governments for prompt
passenger settlements with a min-

imum of litigation.
"This problem is currently re-

ceiving urgent attention by mem-
bers of IATA and the ICAO.

"If U.S. proposals to adopt
$100,000 as an absolute world-
wide limit for liability without
fault, in an effort to check unnec-
essary litigation, are accepted by
other nations, nearly all future
claims against airlines would
merely involve determination of
damages without any dispute as
to liability.

"A 1though both teams have
specialized in aerospace and air
transport, and will continue to do
so, their expertise is also applica-
ble to other fields of insurance

and risk management." •

C&F names Bunaes
Crum & Forster Insurance Cos.;

New York, has named Bard E.
Bunaes president, chief operating
officer and a director of its re-

cently acquired Constitution In-
surance Corp. Mr. Bunaes was
previously a vp of Christiania In-
surance Corp. of New York and
Switzerland General Inc.



Grocers learn to cope

CHICAGO-Loss engineers at

major supermarket chains have
finally got around fantastic self-
assumed losses stemming from

the steady flow of shopping cart
stealers. In fact, they've got to-

tally around the cart nappers.
Some chains call them cart

cori·als, others call them cart

control bars. That's essentially
what they are: A protrusion of
metal bars or piping rising over
five feet high and spaced around
the entrance of a store with

enough room for people to pass

but short enough to prevent the
escape of the popularly purloined
shopping cart.

The installations cost next to

nothing, but almost always re-
duce cart losses by at least 98%.
Store managers attribute an oc-

casional disappearance to genu-
ine error, Before installation of

this cheap but purportedly effee-
live means of theft elimination

the average loss was 10(} carts
per store per year. At anywhere

from $25 to $40 per cart, an in-
dividual store sustains losses

from $2,500 to $4,000 annually.

A TYPICAL chain such as the

National Tea Co. operates 240

stores in and around the Chicago
area, and suffers a yearly cart
loss of $225,000. Of course, no-
body writes insurance coverage
for this kind of loss; it couldn't
be written for money, so the su-

permarket chains weep alone.
According to security officials,

these losses are constants and

have no sociological or geograph-
ic boundaries, Said one Chicago-
area security man: "Our rate of

100 shopping cart thefts per store
each year holds for the outlets in
rich suburbs as well as the 'inner

city' ones. These mothers appar-
ently feel their $50 to $60 per
week purchase justifies the con-
fiscation of a $35 cart.

"We're sure these mothers are

not thieves and wouldn't be

caught dead shoplifting a 10 cent
package of candy. Nonetheless,
they feel entitled to a free laun-
dry cart, or whatever is usually
the product of these reconverted
carts. Of course, our problems
got impossible when organized
stealing seeps in and the guys
who make a buck or two at the

junk yard start pestering us."

The only exceptions to the 100
shopping carts per store per year
are outlets located in suburbs

where a car is necessary to shop,

Since major losses are prompted
by walking the cart to a home,
the store accesible only by auto

almost precludes the loss inci-
dence; the failing is that only a
minority of chain stores are so
located.

IN FACT, a small number of

in-town stores are oven capable
of cart corral installations. Pre-

requisites are an adjacent park-
ing lot and a building structure
that will lend to the minor modi-

fication. The work is simple and
usually performed by regular
employes who plant the inexpon-

sive pipes or poles in a cement
mound. But since most stores

have non-adjacent parking lots,
if at all, cart napping structures
are regrettably uncommon, al-
though growing in number regu-
larly.

According to planners (no one
can pinpoint the originators. al-
though the idea is believed to
have begun in a southern state),
patrons leave th (,ir shopping
carts laden with food and re-

trieve their autos from the lot.

Shoppers park beside the corral
and an attendant helps place the

groceries in the car. True, this
makes for a little conjestion at
the entrance, but an efficient at-
tendant is usually enough to
overcome this.

One temporary problem of the
cart controllers is a potential lia-
bility arising from possible im-
peded exit in the case of a fire
or similar tragedy, However, in-
dividual managers can i·eckon
with local fire officials to rnake
side and rear entrances and exits

available should they be required,
and thereby avoid trouble.

The seemingly fool-proof cart
controllers play the role of the
big grocer's cure-all. They've got
every angle figured excep. one:

with 5' high parallel bars 20"
apart regulating access. •
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Managing your money

If pay takes abrupt upward turn,
save tax money by income averaging

NEW YORK-If your earnings
have taken an unusual jump,
pushing you into a higher tax
bracket, you may be eligible for
tax relief. You should investigate
the special rule that allows you to
average out your current high
earnings with the previous year's.

To find out whether you're a
candidate for this tax deal, apply
this test: Average your income for
the four years preceding your cur-
rent high earnings. Multiply that
average by 1 4: ; then compare the
result with this year's income. If
your current earnings are rnore
than $3,000 higher, income aver-
aging may save you money.

r
1
1
1

6

Example: Let's say, your cur-
rent taxable income is $20,000-it
jumped $14,000 over the average
for the past four years. Multiply
the previous $6,000 average by
1 43 and you get $8,000. That's
still $12,000 less than your current
income, a difference which is way
above the $3,000 minimum.

APPLYING the standard way

of figuring your tax, you would
owe $6,525 on taxable income of
$20,000. But using the income-av-
eraging method, you'd cut your
tax to $5,450--a tax saving of
$1,075.

Keep in mind that current law

lilli....'.•.- -ZF• 'Ill

offers this tax break only when
your income is at least one third
bigger than usual. The proposed
tax reform bill would permit you
to take advantage of income aver-
aging, providing you· income in a
given year exceeds by more than
20% the average of the four pre-
vious years. So even if you can't
come within the present rule, wait
and see if passage of the new tax
law will help you.

***

HOW TO MEET tne credit

squeeze: Borrowing has become
much more expensive these days.
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When is a receivable

a sitting duck?
Whenever it's exposed to the possibility of loss. Which means
almost any of your receivables, almost any time. When an
important customer gets hit by cash shortage, the target is
also your own working capital and profit...
tied up in your product or service. So defend
yourself with American Credit Insurance®.
The policy that's been like money in the bank
since 1893.

ACI ...a subsidiary of Commercial Credit Company,
which has assets exceeding $3 billion.

American Credit Indemnity Company of New York
Dept. N, 201 N. Charles St., Baltimore, Md. 21201

I want to know more about American Credit Insurance before
it's too late. Please send your free new folder, *'Play It Safe
With ACI."

Nnme

PLAYIIT
SAFE

Company.......... ...._.................----·-.----··----------·---·------·-------·---------------·--·-------------·-----------------------·
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What's more, some individuals
and businesses are encountering
problems in obtaining loans-even
at the higher rate.

If you're looking for cash to
meet current bills or whatever,
you might consider borrowing on
your life insurance at an average
interest rate of 5 % compared to
today's rates anywhere from 9 %
to 18%. Also don't overlook your
company pension or profit-shar-
ing plan. Perhaps you can obtain
a loan from that trust at reasona-

ble rates.

***

EXECUTIVE CHECKUPS are

quite the thing these days. What's
more, your annual physical should
not be treated lightly. A five year
study, conducted by the Univers-
ity of Chicago, revealed 246 health
abnormalities among the 269 busi-

ness men examined during the pe-
riod.

YOUR HOME PHONE can be

deducted as a business expense
under certain circumstances even

though you don't actually main-
tain an cffice at home in connec-

tion with your job.
For instance, suppose your doc-

tor orders you to rest at home for
a while. Does it mean that your

office prc,jects must wait until you
return to work? Not at all. If you
phone in your instructions and

ideas to your co-workers, you can
write off the portion of your phone
bill that represents the business
calls.

What if you have to make long
distance business calls at night?

These, too, are deductible.
Should you make it a practice

of using your honne phone for
business use on a regular basis,
the thing to do is to install a

separate phone for that purpose.
In that way, you'll avoid any fight
with the tax collector on 'home

versus business" use, and you'll
also pinpoint the deductions.

***

WATCH THOSE entertainment

deductions-they continue to get
sharp treatment. In a recent case,
a business man recorded his over

$25 entertainment outlays on a
desk calendar. There was nothing

fraudulent about the practice, but
because he didn't keep receipted
bills, as a taxpayer he couldn't
deduct a dime's worth of such

expenses.

By refusing to entertain an ap-

peal, the U.S. Supreme Court, in
effect, upheld the Treasury's re-
quirement for receipts or paid
bills for any claimed entertain-
ment expense above $25.

**

TAX CREDIT for tuition-

that's the substance of a new bill

sponsored by some 36 U.S. Sena-
tors. It's similar to a proposal
which lost out in Congress last
year but it might just have a
fighting chance this time.

Here's how it would work: Say
your income is no more than
$15,000. You'll get full credit
against' tax on the first $200 of

tuition costs, books and other out-
lays, you'll get a 25 % credit for
the next $300 and a 5% credit for
the next $1,000. If your income is
over $15,000, your tax credit
would be reduced 1 % of the in-
conne above $15,000. In other

words, if your income is, say,
$50,000, don't count on any tax
credit for educational allowance.

***

UNORDERED MERCHANDISE
does not have to be returned-nor

do you have to pay for it. So says
the Federal Trade Commission. If

you receive merchandise in the

mail that you have neither pur-
chased or requested, you can just
sit tight. If you want to be a good
guy and send it back-or pay for
it, go ahead. It's up to you. But
remember, you don't have to do a
thing about it.

***

DON'T FORGET to sign your
tax return. Even though you send
in your income tax refund on

time, you can still be hit with a
penalty if you fail to sign it. Rea-
son: Internal Revenue says it's the
same as not filing at all. I.R.S.
imposed a heavy penalty on one
careless taxpayer and the Tax
Court agreed saying that inad-
vertent failure to sign, is not a
good enough excuse. (Vaira, 52TC
No. 106).

IF YOU DO business with Uncle

Sam or perhaps looking to contact
the right official for one reason or
another, you can get help from a
new directory of Federal agencies
and departments. It contains 805
pages of agency names and func-
tions together with 5,000 names of
key officials. Send for "United
States Government Organization
Manual" from the Supt. of Docu-
ments, Washington, D. C. 20402.
Enclose $3. •

= tie up
your cash?

SELF INSURANCE frees up to 75% of your premiums

for reinvestment or working capital. Robert F. Coleman, Inc.
can advise you on this timely and vital method of insurance
protection.

For consultation and complete service have your Insurance

Broker or Insurance Manager contact

ROBERT F. COLEM*
INC.

• Workmen's Compensation 0 Public Liability
• Accident Control Specialists since 1923

Send for our brochure.
120 East 23rd Street • New York, N. Y. 10010 • 212 7774210
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"PEOPLE ALWAYS think in-

surance companies are rich," said
a Philadelphia insurance compa-
ny public relations director.

"We're not. We're taking a beat-
ing. But we're not just wildly
raising rates. We try to work
with the schools. We look into

their security precautions and
tell them what improvement is
needed."

He said that the main problem
is the bizarre, unpredictable ca-
tastrophe usually caused by a neu-
rotic student.

. You never know what will

happen in a school," he said.

"Say a kid flunks his history test.
So he runs into the auditorium

and sets fire to the place. You
can see what kind of changes

have taken place in society by
how many schools go up in
flames each year."

JOSEPH P. POMPOLLIO assist-

ant business manager of the New
York Public Library, feels that
many young people have a lack
of respect for the education system
today. He said that the main li-
brary on 42nd and Fifth Ave. has
had no serious incidents of vandal-

ism but that plate glass coverage
on branch libraries had doubled in

the last three years.
"The windows are usually bro-

ken on the weekends," Mr. Pom-
pollio said. "It's just pure vandal-
ism. Kids today are destroyers."

The revolutionists and fanatics

also hit religious institutions and
have boosted insurance rates for
those institutions, too.

"THERE ARE A lot of nuts

running around loose today," said
a New York underwriter. "A lot

of people think God is dead and
so they attack the church. Fires
are the biggest problem. Some
fanatic recently set fire to a New
York parsonage and then junnped
out the window."

He said that churches all
around the country had suffered
losses and that the insurance

market is tightening in this area,
although not with the intensity
that is evident in the school mar-
ket.

"The cost of theft insurance is
so prohibitive that we would rath-
er just pay for the losses than try
to pay the insurance rates," said
Kendall Monroe, chairman of the
Washington Square Methodist
Church. He said the church was
covered with fire and casualty
policies.

"IN FAIRNESS to insurance
companies, many churches hold
controversial meetings and leave
themselves open for violence,"
said an Insurance Information

Institute spokesman.
A New York insurance compa-

ny vp said that his company gave
discounts to churches ten years
ago, but no more.

"The church is one of the pri-
mary social institutions and it's
being attacked. We are continu-
ing to write churches, but we are
not happy with the situation," he
mid.

He said they dropped a New
England church that had opened
its doors to a following of consci-
entious objectors.

AN OFFICIAL at the Church
[nsurance Co., which insures

Episcopal churches for about
20% less than the market rate,
said that they accept all risks.

"We let a church go only if the
premium is not paid and bills
have piled up for an intolerably
Long time," he said.

He said that churches in the
midwest had the best records and
that most violence occurred on

The Parkdale United church in Toronto

had its $200,000 fire insurance cancelled

by seven underwriters. Insurers claimed

that church maintenance was not up to
snuff.

the west and east coasts.

"Churches are part of the gen-
eral problem of insuring public
buildings," said an official in the
New Jersey State Insurance De-
partment. "Public buildings get
hit every day."

BECAUSE OF this frequent
destruction, a New York insur-
ance broker didn't even want to

comment on the problem.
"If I tell you about the trouble

we've had, somebody will read it
and get ideas and there will be
more trouble," he said. "Tha.'s
how the public is."

A Philadelph.a insurance offi-
cial said that a prosperous, care-
less society piayed havoc with
insurance companies.

He said that people should not
point their fingers at insurance
companies.

"We can only respond to the
world as we find it," he said." •

Canadian church finds

insurance hard to keep
By TOM ARNETT

TORONTO-"If my church

burned down," said the Reverend
Rupert Evans, "I'd stand across
the street singing 'Praise God
from Whom All Blessings Flow,'
with my hand out for the insur-
ance money."

He made that statement on

March 31; a few months later
eight insurance companies can-
celled nearly $200,000 worth of
his church's fire insurance con-

tracts. The church, Parkdale
United, would cost over $800,000
to replace if it were to be de-
stroyed by fire. Its present insur-
ance will cover only the salvage
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value of the building.
The controversial statement

was made during a panel discus-
sion on the problems of the
church in the inner-city. The
Reverend Evans, using his church
as an illustration, pointed out that
the building was designed to seat
1,400 people, but only 200 attend-
ed on an average Sunday. He
claimed that the upkeep of such
large buildings by small congre-
gations made them servants of the
institution rather than servants of
God.

SMITH, MeKENZIE, Hall &

Hunter was the general agent
Continued on page 38
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Tontinued from page 37
iandling the church's insurance.
[n order to attain the most favor-
ible rates for their client the

agency placed a large portion of
he business through McKay In-
wrance Agency. Within a short
ime of the Reverend Evans'

;tatement, the following compa-
ies which had written their busi-

ess through the McKay Agency,
111 cancelled their contracts with
Parkdale United Church: Canadi-
an General Insurance Group; Na-
.ional Employer's Mutual General
[nsurance Ltd.; Economic Mutual
[nsurance Co.; United Provinces
Insurance Co.; Fire Insurance
Zompany of Canada; Stanstead &
Sherbrooke Insurance Co.; and
Waterloo Mutual Insurance Co.

Those officers from the above
companies who would make a

statement claimed that they had
cancelled the pol-cies on the ad-
vice of the agency, which had
reported that the church mainte-
nance was not satisfactory.

In addition to the above compa-
nies, The Federal Insurance Co. of
New Jersey askec Smith, McKen-
zie, Hall & Hunter for the return
of their $25,000 Tolicy and sent a
registered letter b the church in-
forming them of the cancellation
of contract.

A SPOKESMAN FOR the Mc-

Kay Agency assured Business In-
surance that several inspectors
had been sent to the church and

had found the main-enance lack-

ing. The church had previously
been inspected by the T6ronto
Fire Department, and later by in-
surance inspectors before the is-
suance of new policies. In both
cases the building and iss upkeep
seem to have received a clean bill

cf health. While the church staff

i: unwilling to say that the inspec-
ions were not made prior to policy
canzzllations, no one can remem-
ber them having taken place.

A senior member of Smith,
McKenzie, Hall & Hunter made
the following statement:

"We did not initiate the cancel-

laticr. of the policies on Parkdale
United Church. We regret these

cancfllations and have expressed
our opposition to them. We have
done our best to place with other
conganies as much insurance as
the murch wishes to carry at this
time.''

J. B. Trotter, member of the

Prcvlneial Parliament, broudht
t.e matter up in the Legislature
c•n Oztober 2. He condemned the

'high-handed policies of insur-

ance companies" and called for
controls to prevent policy cancel-
lation at the whim of the compa-

ny. .

The good life
Reliance's Executive-Professional Security Plan

is for people who work hard to enjoy 'the good life." -.
For they are the ones who most need (-4/,9. :,

the Plan's extra ,iability protection

up to a million dollars or more.

Ask your independent Reliance agent aboutit.
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Whig Hal Il fire presents
property value problem

PRINCETON, N. J.-Princeton
officials are having trouble de-
termining the amount of damage
done in :he fire that gutted his-

torie Whig Hall on Nov. 9.
Foster Jacobs, director of

physical plant, said that universi-
ty fire insurance will definitely
cover the loss, but the problem is
finding out what the loss was.

The university's blanket cover-
age fire insurance policy, which
was placed by Johnson & Higgins,
is split between 14 companies.
A J&H spokesman said that repre-
sentatives of the General Adjust-
ment Bureau were meeting with
builders to determine damage
Costs.

"That building was so old that
there are very few architectural
drawings of it left," Mr. Jacobs
said. "There was a lot of orna-

mentation, fancy woodwork and
paneling that is no longer put in
buildings today. Without draw-

ings it's hard to tell how much or
what it was worth. About all we

have to go on is what's left of the
building."

THE OUTER WALLS are all

that's left of the 1893 structure.

The fire, which began in the
first-floor lounge of the two-sto-
ry building, roared through the
wood interior and also destroyed
the roof. Although the cause of
the fire has not been officially
determined, Mr. Jacobs said it
was believed to be a carelessly-
dropped cigaret. They do not sus-
pect arson.

The Princeton fire chief said

the fire began at 5:40 Sunday
morning and was under control
in two hours. It smouldered until

4:30 in the afternoon. He said

that once damage is determined,
the fire will probably go down as
Princeton's worst.

Twenty paintings hung in
Whig Hall. Six were totally
ruined and four or five will be

restored. Mr. Jacobs said an art

appraisor will determine their
value.

Whig Hall had been the head-
quarters for the university's de-
bating club, the American

Whig-Cliosophic Society. •

British Shipline appeals
oil discharge penalty

SOUTHAMPTON, England-
Cruise liner captain John Fox, who
was in charge of the Royal Mail
Lines' vessel Andes when it was

seen to discharge oil off the French
coast, has been fined $250 at a
British ccurt here for the pollution
offence. The shipowners have been
fined $1,250 and told to pay $1,-
250 costs for their part in the
affair.

But both parties are appealing
against the verdict on the ground
that the 3ritish government pros-
ecutor failed to satisfy the court
thai "the oil disoharge contained
more than 100 parts of oil in 1
million parts of mixture.

This is the maritime limit cur-

rently involved in oil pollution
conventicns, though many gov-

ernments are reviewing the fig-
ure.

French government authorities
laid the complaint against the
British shipping line after one of
its helicopter pilots saw a ten-
mile oil slick trailing behind the
Andes in the En glish Channel
while it was bound for a vacation.

It was the first prosecution
against a major British shipping
line for oil pollution in foreign
waters. There has been surprise
in some quarters at the small fine
involved, though it was apparent-
ly not regarded by the English

court as an extremely serious of-
fence in the circumstances.

British civil airline pilots  have
been reminded that they are enti-
tled to report oil spillages. •

WORLD WIDE
Two Decades of Leadership

IN

OFFSHORE OIL

INSURANCE PROTECTION

SOUTHEIIN MARINE & AVIATION
UNDERWRITERS, INC.

610 POYDRAS STREET • TELEPHONE 524-4131 • NEW ORLEANS 70130

BRANCH OFFICES IN ATLANTA /HOUSTON /LOS ANGELES

Service available through insurance agents and brokers only.



Harttord National Bank develops

HARTFORD-A tax coup,

hopefully geared to aid and abet
future trust beneficiaries and to

give the firm a competitive edge
in retirement trust approach for
small businesses, doctors, dentists
and other professionals, has been
disclosed by the Hartford Nation-
al Bank & Trust Co.

In the manner of several other

institutions across the U.S., Hart-
ford National and a number of

other banking firms within metro-
politan Hartford some months ago
submitted master c6rporate retire-

ment trust plans to Internal Reve-
nue Service for approval under
newly-established guidelines.

Admittedly, IRS seeks to elude
obvious tax dodges on the part of
corporate trust plans for either
employer or beneficiary. IRS
Procedure 68-45 allows profes-
sionals and small business to en-

joy tax advantages of larger

Continued from page 33

objective, a comprehensive bill is
necessary, one that goes consid-
erably further than strengthen-
ing fiduciary standards."

The Javits bill would establish

minimum standards of funding

and vesting. Funding would be
required over 30 years "to insure
that assets are available to pay
earned benefits." Vesting under
the bill would commence with

10% after six years and end with

full vesting after 15 years "to
insure that workers who have

worked under a plan for a rea-
sonable period of time are not
forced to forfeit all or part of
their benefits through premature
termination of their employment.

"IT IS IN the area of vesting
particularly," Sen. Javits de-
clared, "that many present plans

can stand improvement, for even
though early vesting has become
much nnore cornnnon in recent

years, the 'forfeiture ratio' on

which many plans operate today
is still unconscionably high."

While his bill does not require
portability, Sen. Javits does be-
lieve that it would pave the way

for the development of same
through the establishment of a
central portability fund.

"I believe that once early vest-
ing standards are established,
many concerns will avail them-
selves of this central fund be-

cause of the great convenience it
will offer to employers as well as
employes," he went on. "In time
the central fund should grow in
importance until ultimately it be-
comes a focal point for the entire
private pension plan system. "As
this happens," the Senator added,
"another advantage will occur:
Thousands of employers who are
simply too small to establish pen-
sion plans for their work force
will be able to do so utilizing the
central portability fund."

CONCLUDING his remarks on

an emotional note, Sen. Javits
told employe benefits people at-
tending the Chicago conference:

"You will be responsible for
jeopardizing the private pension
system if you· look down the
wrong end of the telescope." The
wrong end of the telescope, he
said, is looking at pension plans
with a mind to preserving the
fund. "The right way to look at it
is from the standpoint of a guy
who's put all the money into it
over the years. If you do that," he
said, "you will be blessed by mil-
lions of Americans." •

firms in planning for retirement
income through incorporation.

IT WAS THE aim of Hartford

National and like-functioning in-

stitutions to get into the business
of administering various pension
plans covered by IRS rulings.

Business ln,uTance learned

that Hartford National's inter-

pretation on Ruling 69-4, which
applies to "a variable accumula-

tion pension fund," was the
source of considerable concern on

the part of IRS before the nod
was given.

Hartford National's particular
approach is to permit a benefici-
ary to retire early without de-
ductions of thousands of dollars

his employer has contributed in

his behalf.

(Under other plans covered by
an IRS ruling, an early retiree
can lose a sizable quantity of funds
contributed by the employer.)

THE DEDUCTIONS are part of
tabulations tied to both Social

Security and tax benefits.
Hartford National's corporate

retirement plan was given IRS
approval sometime later than
others submitted, Business Insur-
ance was told.

But Hartford National empha-
sized that it has the only plan
enabling early retirees to escape
major deductions under the "var-
iable accumulation pension fund."

Eugene Mulligan, Hartford Na-

tional vp for employe benefit
programs, was successful in

pointing out interpretation of the
IRS ruling in his firm's favor.

A ONE-TIME IRS administra-

tor, Mr. Mulligan remarked that
he was convinced that his inter-
pretation is more than an acci-

dental loophole. The benefits to
early retirees are logical, when

other Social Security and tax pro-
visions are pondered at length.

There are four basic approach-
es to retirement in the IRS-ap-
proved Hartford National Master
Corporate Retirement Plan:

e Profit sharing-the employ-
er makes annual contributions to

the pension fund, according to
the size of his profits. If his prof-
its are low, or if he loses money,
he makes no contribution that
year.

Retirement benefits to em-

ployes will vary according to to-
tal accumulation of fund at time

business insurance, December 8, 1969/39

of retirements.

• Money purchase-the em-
ployer makes a fixed contribu-
tion to the pension fund on be-
half of each employe, regardless
of his profits or losses in any
given year.

This assures that employes can
count on having a specified sum
at retirement, which may be tak-
en as a lump sum or committed
to annuity with monthly benefit

payments.
• Pension with fixed accumu-

lation fund-the employer's con-
tributions are invested by the
pension · administrator, but em-
ployes receive only specified
benefits, regardless of the size or
yield on investments.

e Pension with variable accu-

mulation-the employer's contri-
butions are invested by the pen-
sion administrator and the employe
is assured of a minimum benefit,
plus any additional income accru-
ing from favorable investments. •

Agreat new idea in insurance:
Automatic protection

against erosion oftalues
by inflation!

Described in interview with Leslie P. Schultz, C.L.U.
President, Bankers Security Life Insurance Society.

Q. Your new term policy is called Vanguard One. How
does it work ?

A. Its basics are simple. And that's one reason it's so
outstanding. The face value of the policy increases as the
Consumer-Price Index rises. But here's the big advantage
to you as the policyholder: the premium remains level in
spite of any increase in the benefit.

Q. Is there a limit to the face value increase ?
A. Yes, but it's quite high. Your insurance coverage can
increase by as much as 25% in a four-year period. No
limit on total increases.

Q. Are the premiums ever readjusted?
A. This is a four-year renewable and convertible term
policy, so we review the Consumer-Price Index every
fourth year. But during the four years preceding, you do
not pay an extra premium for the extra inflation-protect-
ing coverage you get. After each four-year period, you
may continue the policy at the increased level and
start the premium for that level...or you may go
back to the original face amount and pay only the
appropriate renewal premium.

Q. What other features does Vanguard One have ?
A. It's convertible to permanent insurance up to age 65
. . . and without evidence of insurability. It has a guar-
anteed retirement "pour in" option. That means you may
set up a lifetime annuity at rates guaranteed when you
first purchased your Vanguard One policy.

Q. Vanguard One is not only new, but I gather that it's
a very timely idea.

A. It certainly is ! We now have a policy that helps solve
a problem faced by every insurance owner... the erosion
of insurance values by inflation. On top of that, Vanguard
One is so flexible that it will help meet many of your
future needs. It's maximum protection at minimum cost.

To get complete details, and all of the other unusual facts
about this new concept in life insurance, contact your
insurance broker. Tell him to call Bankers Security for
the just-released Vanguard One information kit. Bankers

Security Life Insurance Society, Executive Office:
1701 Pennsylvania Avenue, N.W., Washington,
D.C. 20006. Home Office: New York City.

Leaders in Insurance for Better Living.

Bankers Security
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one-hundreths of an inch in height." Sim-
ilar laws plus the general practices of
insurance companies have all but elimi-
nated the actual use of fine print in insur-
ance policies.

The fine print allegation has come to
mean ambiguities of language or the
"burying," as some courts have said, of

restrictive provisions among many pages
of type. The supreme court of New Jersey
believed that "fairness to the ordinary
layman who is the average insured die-
tates that exclusions be so prominently
placed and so clearly phrased that he who
runs can read."

company's printer had inadvertently left
out that provision of a statutory policy.
The court said the mere fact that this was

a policy whose provisions were set by law
did not make it binding on the insured.
This is in direct contrast to the practice in
the transportation field, in which shippers
are charged with knowing the contents of
filed tariffs even if they have never seen
them.

The courts have uniformly held that
insurance companies must use clear and
understandable language in their policies.
The principle has been well stated in a
decision of the U. S. circuit court of ap-
peals, seventh circuit, which said, "The
language of the policy is to be construed
in accordance with the principle that the
test is not what the insurer intended its

words to mean, but what a reasonable
person in the position of the insured
would have understood them to mean."

Insurance companies have generally come

to accept the obligation to phrase their
policies in words that the layman can'.
understand, if he will but tak4 the trouble·
to read the policy.

business insurance/perspective

Fine print myth or fraud?
by William H. Rodda,

President, Marine insurance Handbook
/nc, Chicago, ///inois

William H. Rodda

66 A s the insurance adjusters descended
Ilupon the city, many people learned

that the fine type on their policies
ruled out their claim." This was the com-

ment of an East Coast newspaper following
a hurricane. Is it true that insurance compa-

nies provide coverage on the front pages of
their policies and then take it away in the
fine print on the back pages?

The legislators of many states have felt
in the past that there was sufficient con-
cealment by means of fine print to justify
the passage of laws relating to size of type
in insurance policies. California statutes,
for example, permit the use of clauses
limiting the liability of the insurance
company but provide that "such clauses
shall be in a rider or riders attached to

the standard form of the policy and shall
be in type larger than pica or in capital

letters measuring not less than eight

THE DRAFTING OF insurance policies

poses two problems. One is that of under-
standable language. The other is the plac-
ing of exclusions and other restrictive

provisions in such a way that the in-
sured's attention is called to them.

Insurance companies have been held to

a higher degree of care in respect to
understandable language and format than
has been required of other businesses.
Railroads and other transportation com-

panies, for example, are permitted to use
bills of lading that are at least as ambigu-
ous as insurance policies, and their terms

IT IS NOT EASY to draft a policy in
words that mean the same to everybody.

'There is one area of insurance in which antiquated and

obscure language is pirmitted. That is ocean marine . . .'

are printed in such small type that it is
literally impossible to read them without
a magnifying glass. In addition, shippers
of goods are held to the provisions of
tariffs that are on file with regulatory

bodies, even though such tariffs are never
printed in the bills of lading.

A New York court ruled that an insur-

ance company could not take advantage
of a provision requiring the filing of suit
within a one year period because the

Are AMA and ASIM

on collision course?

by Charles F. Levinson,

insurance manager,
Port of New York Authority

U p until seven years ago the only na-
tionwide organization active in the
training of the buyer of insurance was '

the Insurance Division of the American

Management Assn. (AMA). At that time,
the American Society of Insurance Manage-
ment began its annual three-day meetings
which have become increasingly competi-
tive and duplicative of the efforts of the
AMA at its spring and fall conference
meetings.

Almost all of the more than 1,750 firms
that have membership in the ASIM also be-

long to the AMA and are active in both
organizations. Both organizations draw
heavily for program speakers from the
same active insurance buyers of the 1,750
firms mentioned. As an active member of

both I believe that I can constructively
comment on the situation. -

So far, the two annual conferences of

the AMA in May and November of each
year have not conflicted with the annual
conference of ASIM held in February.
1970, however, holds a different story.
The ASIM annual national conference has

been advanced to the end of April forcing
many of those who belong to both organi-
zations to make a choice between attend-

ing one or the other. Personally, I believe
that the attraction of the 1970 April ASIM
in Miami Beach will outdraw New York's

AMA a week or so later.

WHILE THIS may seem more like a
tempest in a teapot for most buyers of

insurance, there is a problem that needs
solution. First, I would suggest that future
scheduling be arranged to avoid conflicts

in date or something almost as bad:

Any ambiguity is uniformly resolved in
the favor of the insured, and some courts
have strained to find an ambiguity so that
the insured may collect for his loss. This
is based upon the principle, again quoting
from a decision of the supreme court of
New Jersey, that the insurer "had the
legal right to exclude particular types of

liability, [but] its responsibility was to do
so unequivocably."

The courts must share the blame for the

scheduling too close to each other. Second,
I would pre-plan the programming of the
respective meetings so that .the two or-
ganizations don't duplicate each other. I
believe that the AMA should re-examine

its insurance conference programming.
While ASIM comprises almost all highly
experienced insurance buyers, the bulk of
the AMA Insurance Division members are

in the main, part-time or relatively inex-
perienced buyers. These people need the
"how to" or "what's new" type of pro-
gram. Some time is needed to devote at
least one session to a split-up of the
attendees by industry with the heavy pro-
fessional buyers giving the advice or an-

swers for their particular industry. The
retail chain store man wants to know

what other retail chains are doing rather
than hear about the problems of off-shore
oil drilling. Basic problems such as com-
munication, supervision, training held,

length of insurance policies. A simple ex-
ample will show the problem facing the
insurance company in establishing policy
language.

Many policies cover loss from explosion.
The dictionary definition of an explosion
is a violent expansion or bursting accom-
panied by noise. But courts have held that
such events as the outward collapse of a
grain storage bin, or the breaking of a
water pipe from water hammer, and sonic
boom, are explosions. These are events
that were not contemplated by the insur-
ers as explosions, and they are not
covered by the rates that are charged for
the policies. The next editions of the in-
surance policies must have additional
provisions that clarify the intent of the
underwriters. Thus the policies become
longer each time the courts add a cover-
age which is not intended to be covered at
the rates which are charged for the poli-
CY.

Insurance companies have beconne ad-
justed, to the idea that they must express
their coverage intentions in clear and
unequivocable terms. This has brought
about the lengthening of policy wording
when new and explanatory terms and
exclusions were added to counteract the

effect of adverse court decisions, but the
situation is accepted as one of the prob-
lems of selling insurance.

THERE IS ONE AREA of insurance in

which antiquated and obscure language is
permitted. That is ocean marine insur-
ance. Maritime courts have followed deci-
sions of long standing in their interpreta-
tions of disputed coverage. There are two
apparent reasons for this difference in the
attitude of maritime courts as compared
to courts which act upon other insurance
cases within the United States. The first
reason is that insurers and insureds alike
generally understand the ocean marine
terminology, at least one understands it as
well as the other. The traditional 'man on
the street' for whom American courts

have shown great solicitude is not often
involved with ocean marine insurance.

The other reason probably is that ocean
marine insurance is international in char-
acter. Decisions of American courts which

are contrary to long established maritime
decisions perhaps would react adversely to
American business.

Recently a new attitude has appeared
Continued on following page

and all the other management problems
that AMA has so much experience in
should be included in the program slanted
to the field of insurance management.

The area of specific problems such as
impending governmental controls with a
view to taking a stand and perhaps exert-
ing influence by lobbying is the specific
area of ASIM. Much help could be given
the industry by the continuation of the
AMA seminars and other programs for
open discussion of the various sides and
solutions to problems. These have always
been excellent for bringing together the
knowledgeable people in our business.

There is plenty of room for both organi-
zations but the first step seems to be the
immediate formal establishment of liaison

between ASIM and AMA to forestall any
problem of scheduling or other conflict in
programming. m

Charles F. Levinson, insurance manager,
the Port of New .York Authority, holds a
B.A. degree from Columbia University and
a CPCU designation. He was formerly as-
sociated with a number of Midwest stock

insurance companies as insurance under-
writer and jieZd man. MT. Levinson served
as insurance manager of Magnavox Co.
from 1954-57, subsequently becoming in-
surance consultant to Insurance Audit &

Inspection Co.
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perspective

Contlnued from preceding page accident the beneficiary asked the court The final product in almost every case from the neglect of the insured to read his
in court decisions The meaning of the to reform the policy to provide coverage 8 a compromise between the Ideas of policy A clear-cut exclusion that could
policy is now being tested by some courts because several policies were available at undrwriters, salesmen and lawyers. Most not have been overlooked by the policy-
"according to the insured's reasonable ex- the airport counter and the clerk had not such forms and policies are reasonably holder if he did read his policy will gen-
pectation of coverage " A decision of the taken the trouble to explain all of them understandable. Occasionally one is ob- erally be upheld by the courts Upsets of
supreme court of New Jersey was based The court recognizec the difficulties of scure in its meaning, perhaps because of policy language may occur when the
not upon what the policy said in clear imposing on the insurer the obligation to the lengthy discussions and the inability wording lS obscure, or when a restriction
language but upon the court's belief that explain every variaticn of every policy to agree upon the exact meaning of the is placed in some inaccessible spot in the
the company's intent to exclude work- that was available The court's reasoning words. Sometimes the wording is a com- policy. The insurance policy is a contract
men's compensation claims had not been is interesting The decision inquired, promise between dictionary definitions of adhesion It lS prepared by one party to
suitably called to the insured's attention "How many policies need to be explained? and the legal wording that lS preferred by the contract, and the other party accepts

Following this decision some insurance In the meantime, what lS happening to lawyers it without opportunity to influence most
companies added to the face of their poll- time-that precious irreplaceable which of its terms It lS not mutually negotiated
cies a red ink sticker which said that accounts for the traveler's pressure at the AN IMPORTANT LESSON for the poh- between the two parties to the extent that
workmen's compensation coverage was airport facing either a dispensing machine cyholder lies here The vital parts of the is true with many other types of con-
not provided by the policy Some compa- or an attractive sales person who may policy for the insured to read are the tracts
ny people believe that such action posed well try harder but without benefit of a coverage clauses, the exclusions and the However, in the absence of fraud, con-
another danger The policy necessarily legal educationp" The court further con- restrictions Most of the other provisions cealment, ambiguity in language, or the
contains several exclusionary and restric- cluded, "We think that imposing a duty to of insurance policies tend to follow word- burying of restrictions in the contract, the
tive terms The contention lS that a sticker offer such explanations under circum- ing that has been used for many years courts generally will uphold the intent Of
calling attention to one exclusion would stances of this kind-requiring as it does and has acquired a meaning that is clear the parties The basic reason whenever a
automatically make all other exclusions an effort by lay persons to interpret the and will stand up in court Such provi- court does overturn insurance policy
ineffective Some courts may pick out an- legal meaning of the proposed contract as sions as cancelation clauses, appraisal and woiding is that one party to the contract
other exclusion or restriction and say that well as others available-would be fraught notice of loss clauses, and about eighteen was deceived by ambiguous wording or
it, too, should have been the subJect of a with great danger to tne stabillty of con- other phrases and clauses tend to remain concealment of the policy terms into be-
red ink sticker on the front of the policy tracts " standard It lS the coverage and exclusion lieving that he had something that actual-
The practical problem of the insurance What is the process of developing and clauses that are amended in order to meet ly was not intended by the otheI party •
company is that the front of the policy writing an insurance policyp Is this done modern hazards, new court decisions, and
Just is not big enough to hold red ink in some remote ivory tower which is far current business conditions These should
stickers applying to all of the policy con- removed from the needs of the policy- be read and understood by the knowl- W:11:am H Rodda, a CPCU and a mem-
ditions. holder" Most insurance policies are writ- edgeable insured ber of Phi Beta Kappa, graduated With

ten by committees of insurance company Misunderstandings of language are like- honors from Rutgers Unlverslty He ts the
NOT ALL COURTS have been as un- representatives who work within the ly to be resolved by a court according to president of Manne Insurance Handbook,

reasonable in saying that the expectations framework of a rating bureau or advisory the dictionary definition An important Inc, which publishes the standard inland
of the insured must be met regardless of organization, A particular form may be tool for the insurance buyer and policy- marine insurance Tate book for agents He
policy conditions AU S district court of discussed for many days before it is final- holder is a good dictionary ts a consultant to companies m the multi-
appeals was faced with a claim under an ly accepted There ay or may not be It lS also true that a large proportion of ple line insurance field He zs the author
accident policy which had been purchased lawyers on such a committee, but always Idisputes between insurance companies of several of the principal textbooks on in-
at a counter in an airport Following an there lS consultation with legal counsel and insureds regarding coverage result surance subjects

Difference in conditions:

How to use it

by Gerald W Wilson,
analyst of corporate insurance,
New York

way, you appear to have sizable values I say "underwriters" and not "field peo- DEAR GERRY: Your answers show a
You "nickeled and dimed" your coverage ple"-they have their communication gaps negative attitude
and used your DIC as an "errors and too Honest meetings mean no minimizing ANSWER: I suppose so--since I am
omissions" cover for your contracts, pur- and no hard sell ]obs-]ust facts and ex- concerned with handling what can go
chasing and traffic departments instead of planations on physical aspects and compa- wrong and generally am not sought out
seeing to it that proper insurance was ny practices Try a "snow job" and you'll when all goes well Seeking out the dif-
arranged or responsibility for loss or be out in the cold ferences and constantly dealing with hu-
damage to property determined in ad- Secondl, face the facts of your situa- man and other errors can result in ex-
vance tion squarely but don't anticipate what pressing oneself negatively I do attempt

Most likely you could get DIC, to cover underwriters will want or accept, you to find positive solutions to problems and
your plants and facilities and at least end might be pleasantly surprised feel that , the motives of others, though
up with what DIC was originally intended oriented to their own view of their self-
to be-namely, bringing standard fire and DEAR GERRY: I keep hearing about the interest, are basically good I must abbre-
extended coverage tc a form of "all advantages and savings mvolved in wrap- viate the possible approaches to solutions
risks" ups fol Constniction projects What aTe some because of the space considerations and so

My advice is in the future don't overuse of tnese disadvantagesp pei haps some of the customary sugar
your catastrophe coverages to cover ANSWER: When they can be written and coating is omitted
recurnng or operational oddball losses when participants are willing and they Then too, perhaps some people get an-
Broad coverages in some instances can be are written in conjunction with projects gry enough to prove me wrong which I
over utilized or used as a substitute for involving tight safety and Security, there am sure they would not do if I were not
required specific insurances, which Jeop- are few disadvantages Written on a poor- explicit I am paid to find out and correct
ardizes DIC availability for catastrophe or ly cooBdinated project and when the par- what is wrong but I derive my satisfac-

Gerald W. Wilson the crucial loss. ticipants don't care-watch out The main tion from those things which I am able to
disadvantage lS that the bad experience i S Improve for the better and those things I

DEAR GERRY: I find that in some in- not charged to the contractors responsible have helped create which pei form satis-
stances when I deal with undenonters they and they are off to the next project un- factorily I do not believe if I stopped at

DEAR GERRY: Other compames are get- have an enttrely dtfferent tdea of the hai- scathed-1 e unpenalized or unrewarded the point where things appeared satisfac-
ting DIC covers Why can't I get one for my ards than held by mV people. What can I do Some of the safety Job they should be tory I'd explore far enough to find out
company' We had one but Zost tt when the to bring their viewpoints closer togetherp doing for themselves is done for them what could go wrong
insurance company dechned to renew ANSWER: The communications gap ex- The contractor usually has immunity as A negative attitude at times in this

ANSWER: I hope that in my eagerness ists and it is a two-way gap. First there lS workmen's compensation is usually the business is a necessity The acceptance of
to make a point I do not hurt your feel- nothing to be gained by going direct and sole remedy against him by his employes any single answer as being the only one is
ings but, you lost your DIC cover for eliminating the middleman ( the broker or His incentive therefore 15 to defend him- foolhardy If at times I criticize you will
several reasons that reflect on your man- agent) or trying to blame the middleman self or point the finger of blame against note that a method of correcting the criti-
agement of your insurance program for this state of affairs other contractors on the ] ob when he cal situation is given or imphed

The first reason was that you took some What must be done-and lt takes time beccmes involved in a third-party claim
of your care-custody and control claims -is to attempt to meld the points of view Wrap-up can mean more third-party Gerald Wayne Wilson ts an analyst of
after you were forced to take a sizable Your company's objectives and goals have bodily injury and property damage liabil- corporate insurance m New York He re-
deductible on that coverage and placed undoubtedly colored your viewpoints, ity claims and, since workmen's compen- ce:ved h:s A B degree in economics from
those claims where you could with your tending in most cases to minimize the sation is charged against the wrap-up, Wilhams College 271 1950, a certlficate m fire
DIC You had a fairly broad DIC. It hazards and possible losses The insurance there is some tendency of the part of undenontlng from the College of Insurance
covered flood and earthquake with sizable underwriter tends to be unmformed as to contractors to consent to a ride by their m 1958 and a dlploma in risk management
deductibles and, gave you off-premises fire the real sttuatton and must rely on past employes as well as to not feel leopard- from the Insurance Institute of Amertea 171
and extended coverage and broad inland experience In both interests the situation ized by liability claims all covered by 1967 MT Wilson has operated his own con-
transit cover You submitted a number of must be brought up-to-date Conferences someone elses' insurance Wrap-up plans sultant firm and served at several insurance
small transit and other claims and a few and honest meetings with insurance corn- should be used only when owner or prime companies, Cittes Sennce and North Amer-
bad fires at vendors plants where, by the pany underwriters are desirable. You note contractor has control apparatus can Rockwell
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Chicken Little was right. But most businessmen
don't believe it.

Because most businessmen only plan for disas-
ters between 9 and 5.

Trouble is, off hours are causing the biggest
problem. Today, leisure time accidents are a
major cause of death for people under 40. The
very group you can least afford to lose.
CNA believes the sky can fall. Anytime.
That's why we offer a 24 hour accidental death
and dismemberment policy. One of the choicest
fringe benefits an employee can own.

Have agood dayi
Planonanaccident.

Choice for the employee because it gives him up
to $100,000 of all day protection, at an incredibly
low premium.
He can cover his whole family, if he wishes. And
group rates keep the premium low.
It's choice for an employer too, because it
doesn't have to cost him a cent. Our AD&0 is

1

payroll deductible. It completes the accident pro-
tection your employees need. We make you a
hero. For nothing.
Take a look at our All-Accident AD&0 plan. Once
you size it up, we think you'll agree everything
else is for the birds.

Contact your agent. Or write to us.

a *=CNAlinsurance servtce
DEPT. 18WZ . 310 S. MICHIGAN AVE. • CHICAGO. IU. 60604 • CONTINENTAL CASUALTY CO.
AMERICAN CASUALTY COMPANY • NATIONAL IRE INSURANCE COMPANY OF HARTFORD
TRANSCONTINENTAL iNSURANCE COMPANY . TRANSPORTATION INSURANCE COMPANY
VALLEY FORGE INSURANCE COMPANY . VALLEY FORGE UPE INSURANCE CO. * CNA
INVESTOR SERVICES, INCORPORATED >CNAFINANCIRL CORPORRUON
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Arkansas innkeeper not required Benefit . ..
Continued from page 32to tell guest proper use of bathmat

WASHINGTON-A resort pro-
prietor's failure to provide in-
structions for use of a bathmat
provided for safety of customers
does not render him liable to an
invitee who slipped in tub and
injured herself, after turning on
the shower before placing the
mat in the tub, ruled the U.S.
district court of western Arkan-
sas. EaTIv vs. John A. Coope- Co;
10/15/69.

The invitee, a woman, con-
tended that the bathmat was so
dangerous when used in an ordi-
nary manner that the proprietor
had a duty to warn her of its
dangerous condition, which he
could have done by providing her
with an instruction sheet which
should have been enclosed by the
manufacturer in the original pack-
age.

The woman also claimed that

she possessed absolutely no prior
experience with bathmats. Said
District Judge Miller, in part: "It
would in fact be virtually impos-
sible for one even half the age of
invitee to have entirely avoided
the use of public accommoda-
tions. However, even if she had
never visited a hotel or motel,
the contention that a woman of
her experience had reached a
mature age without coming in
contact with a bathmat would be
astounding if not incredible."

IN ADDITION, he noted that
each of the 199 housing units
provided to guests of the rescrt
proprietor was equipped with an
identical bathmat, Of the many
thousands of people who have
used these accommodations and,
presumably, the bathmats pro-
vided therein, he noted that

plaintiff Early was the only one
to experience difficulty.

The court is "compelled," he
said, to hold that persons of ordi-
nary intelligence and common
experience are familiar with the
ordinary manner in which bath-
mats are used and that the bath-
mat supplied to invitee by the
proprietor was not dangerous
when used in an ordinary man-
ner. Proprietor was, therefore,
under no duty to warn or in-
struct as to its proper use.

"Even assuming, arguendo," he
concluded, "that invitee had no
prior knowledge of bathmats, the
proprietor of a public place is not
an insurer of his guests, and is
not required to anticipate the
rare or occasional plaintiff who is
entirely unfamiliar with simple
household chattels." •
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Who says your business is immune to
employee dishonesty?
Annually, more than one bid ion dollars is lost to dishonest employees through
thefts of cash, materials, or finished goods. Only fire losses are higher.
You can't prevent employee dishonesty. But you can protect your business
against a catastrophic loss with effectively planned, economical Honesty Insurance.
Ask your insurance agent or broker about the advantages of this
valuable protection. Or write us for free booklet Embezzlement Controls for
Business Enterprises."

day trends," he said.
"Thus," he added, "our con-

glomerate plan would provide a
non-contributory benefit of .85 %
to 1 % on final average pay up to
the limit for computing Social
Security benefits plus about 11,5 %
on exess final average pay, all
multiplied by the employe's years
of service."

Noting that merger oriented
companies often find it necessary
to bring trained executives in
from outside at older ages to
strengthen management in newly
acquired units, Mr. Kwasha ex-
plained that it is of course desir-
able to provide an adequate pen-
sion for these employes who will
have comparatively few years of
service at retirement.

"WE RECOMMEND adding a
provision so that in no event
would the pension benefit ( when
added to 75% of the primary
Social Security benefit) be less
than, say, 35 % of final average
pay starting at normal retirement
date. For any one having less
than 15 years of service," he not-
ed, "this benefit would be re-
duced proportionately."

Although a unit of a conglom-
erate may have a profit-sharing
plan and no pension plan, Mr,
Kwasha said conglomerates tend
to discontinue such plans-"per-
haps because profitability after
acquisition will change as a re-
sult of reshuffling of operations
between units and other moves."
Instead of the profit-sharing plan
the pension plan is substituted.
"In that case," he noted, "the
pension benefit equivalent of the
profit-sharing account at discon-
tinuance is deducted from the
pension benefit computed as if no
profit-sharing plan had been in
effect."

An attractive motivater for top
management, the insurance con-
sultant noted, is a profit-sharing
plan for higher paid employes on
the part of their salary over, say,
$15,000 (or twice the Social Se-
curity earnings limit in effect at
the time). Contributions, based
on profits, can be as much as
12% of such excess pay, he add-
ed, explaining that to avoid du-
plication the pension benefit

would be reduced by the amount

years that a profit-sharing con-
tribution is made.

THESE, Mr. Kwasha empha-
sized, are the benefits "we think
require the more immediate atten-
tion." In other areas, he said the
conglomerate would tend toward
a liberal type of vesting, early re-
tirement reductions of about one-
half the actuarial equivalent ad-
justment and provision for a
widow's benefit of one half the
accerued pension on death of the
ernploye after age 55 before re-
tirement.

Suggesting that it would be
well for the conglomerate to de-
velop a uniform program in line
with current day trends for its
other employe benefits, Mr.
Kwasha touched on these briefly:

• Group life insurance: 200%
of salary reducing after retire-
ment in steps down to 30 % of
salary-one-half contributory at
the going rate of 60¢ per month
per $1,000 up to retirement;.

• Accidental death and dis-
memberment insurance: 300% of
salary with no employe contribu-
tions;

• Travel accident insurance:
"Cancel it, since the accidental
death and dismemberment cover-
age will take its place;"

• Long term disability insur-
ance: About 50% of final average
salary payable until age 65, and
continue to accrue service under
the pension plan to normal re-
tirement date so that full pension
can start then;

• Short term disability: Plan
should be uniform but it is not
necessary for it to be as good as
a particular units' existing policy;

• Hospitalization, surgical and
medical insurance: Full service
hospital benefits with semi-pri-
vate coverage, as well as -full
service for surgical procedures,
with reimbursement on a usual
and customary basis;

• Major medical insurance: $100
deductible, with 80% reimburse-
ment on the excess and a $10,000
top per disability;

• Vacations: Two weeks from
one to five years' service, three
weeks from five to 15, one addi-
tional day each over 15 years to a
maximum of five weeks. •
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FIDELITY AND DEPOSIT COMPANY  (1Honesty insurance Specialists Baltimore, Maryland 21203

W&A places many specialty coverages for banks and
lending institutions. You should find out about them
if you are responsible for the insurance protection of
this type of business.

Familiarity with our facilities could mean the differ-
ence between unnecessary exposure to risk and the
complete coverage your financial institution should
have.

To protect your business, complete and mail the
coupon. We'll send you the W&A Kit outlining the vari·
ous specialty coverages that we do.

W and A works exclusively
through agents and brokers

w& A WOHLRE'CH &
ANDERSON, LTD.

b,iderwriting Managers
B. J. Daenzer, President

55 John St., New York, N. Y. 10038
Phone: 349-3020

HOWDEN SWANN GROUP
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Mail to W ond A 81.9.12

55 John Street, New York, N.Y. 10038
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Fleets ... Insurer concerned by N.Y. stock thefts
Continued from page 12

American auto buyers would
purchase cars with strict repair-
ability in mind because when
they're buying cars they are hyp-
notized by chrome, glamor and
all that."

Another witness heard by the
connnnittee said that ernployers
could play an important role in
holding down the cost of auto
insurance.

ROBERT E. VANDERBEEK
president of League Life and
League General Insurance Cos.
which are headquartered in South-
field Mich., told the panel that he
believes the future of low cost au-
to coverage rests with the accept-
ance of group auto insurance.

Noting that several approaches
to mass-merchandised auto in-
surance have and continue to be
made, Mr. Vanderbeek said he
prefers plans in which the em-
ployer makes a contribution to
an employes' auto insurance.

"It w6uld seem to me that auto
insurance as a fringe benefit
lessens or eliminates many of the
problems that have concerned in-
surance companies, government
and the public," Mr. Vanderbeek
testified, listing some of them as
the difficulty for many people to
obtain insurance at a reasonable
rate, the problem of rej ections
and cancellations and high ex-
penses and inefficiency.

"THE KEY FACTOR in any
fringe benefit auto insurance
plan is an employer contribu-
tion," the insurance company
president said. "With the em-
ployer paying a substantial por-
tion or all of the cost, you can
achieve many of the same advan-
tages you achieve on other group
coverages."

As advantages, Mr. Vander-
beek listed: group rating (one
"average" rate for all eligible
employes); group underwriting
and guaranteed coverage; drastic
reduction in sales, administration
and claim handling expense;
more effective safety and claim
reduction programs; maximum

participation within a group; ade-
quate coverage for all employes;
and improved employe morale.

"Most fringe benefits such as
/ life insurance and pensions are

more valuable to older em-

ployes," he added. "Group auto is
the first benefit that is particu-
larly attractive to young em-
ployes."

MR. VANDERBEEK noted, how-
ever, that there are still legal re-
strictions to the mass merchan-

dised approach. In 20 states it is
prohibited by law and in 17
others it is prohibited by insur-
ance department regulation. And
in only one state-Michigan-is
group rated auto insurance per-
mitted. The president said it is
catching on rapidly in that state
and that within six months his
firm, which works through Mich-
igan company credit unions, will
have 500 groups covered.

"I do not think it is unrealistic

to predict that in 15 years per-
haps half of the auto insurance
in the United States will be han-

dled on a mass- or group-mer-
chandised basis, with a substan-
Ual portion of this as a fringe
benefit which results from col-

lective bargaining.
"Our auto insurance system

provides for the transferring of
money from one person to anoth-
er person. It seerns to me that we
are using a pretty expensive
shovel. Group and mass mer-
chandised auto can reduce ex-

penses," Mr. Vanderbeek told the
committee.

By ALLEN M. WIDEM

HARTFORD-Insurance com-

panies providing the bulk of se-
curities-loss coverage on New
York's Wall Street are openly
concerned about the loss factor.

At this point, conservative esti-
mates run as high as $20 million
on thefts at New York Stock Ex-

change member houses.
In 1968, the figure hit $13 mil-

lion.
Overall losses are expected to

reach $30 million-markedly up
from $23 million a year ago.

When some $13.1 million in U. S.
Treasury bills disappeared from
New York's Morgan Guaranty
Trust Co. late in October, the in-
surance industry in Hartford and
New York had new cause for

alarm, preliminary indications
pointing to theft.

THE HARTFORD Insurance

Group's major casualty affiliate,
Hartford Accident & Indemnity
Co. (one of four companies prov-
iding majority of securities-loss
coverage), had a terse "no com-
ment" when queried on whether
'the Morgan Guaranty episode
had affected company business.

John F. Beardsley, a Hartford
Group vp in charge of bond op-
erations, estimated that his firm
covers some 20% of New York
Stock Exchange member compa-
nies against - securities-loss, and,
quite bluntly, he and colleagues
responsible for coverage are

wondering aloud just whether
such coverage should be contin-
ued.

He emphasized, however, that
the Hartford Group is not about
to abruptly halt securities-loss
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is accompanied by a true assimilation of
experience, with intelligent change, the
result is excellence. At Fred. S. James
& Co. we call it our commitment to ex-

policy writing.
The Hartford Group, he assert-

ed, has not cancelled any policies
because of securities. Statistical-

ly, the Hartford group's net loss
on securities loss coverage is un-
disclosed.

BUT HE WAS willing to admit
that the problem of continuance
of coverage has come up simply
because of the escalating volume
of trading securities. They are in
bearer form, and hence, immedi-
ately negotiable.

Stockbrokers, Mr. Beardsley
said, have millions of dollars in
their possession.

More than a year ago-in Au-
gust, 1968-the Hartford Group
hiked premiums in light of in-
creased losses, resulting in an av-
erage 20 % boost in premium
cost.

The Hartford Group, Mr.
Beardsley commented, is operating
on a policy of working with its
policyholders to install internal
protection security measures and
firm controls, all geared to mini-
mize exposure to theft.
, A stockbroker must hold a

bond to function. And without a

bond, he cannot continue normal
business procedure under the
hard-and-fast regulations of the
New York Stock Exchange. (each
member firm must carry fidelity
insurance according to size, capi-
talization and business-mix.)

Mr. Beardsley said he was
thoroughly in accord with the
contention of one member-firm
executive who had remarked

that it would be a "terrible" idea
for member companies to come
up with their own organization. •
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Plans for airline captive company
temporarily halted by CAB order

WA S HING T ON-The Civil
Aeronautics Board has issued an

order temporarily deferring ae-
tion on the captive insurance

company proposed by the major
world airlines and invited inter-

ested parties to file statements
supporting or opposing the agreA
ment.

Air Transport Insurance amd
Air Transport Guaranty,S. A,,
the proposed primary and excess
insurance companies, must win
CAB approval if U. S. airlines
are to participate in the agree-
ment. The Lausanne-based com-

pany must also be cleared by tne

Swiss Insurance Board, frcm
which a decision has been ex-
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pected since last summer.
The CAB: in its order, noted

chat no opposition to the agree-
men: or requests for a hearing
had been received. It said that

the agreement raised "novel is-
sues" that could be of considera-
ble significance to both "air car-
riers and foreign air carriers not
yet party to the agreement-the
aviation underwriting communi-
ty" and their respective inves-
tors

TI-IE BOARD asked for conn-

ments focusing on the ability of
the existing aviation insurance
market to assume the increased

exposure brought on by the
higher individual settlement, in-
cre:sed passenger capacity and
greatly increased hull value of
the new, large jets and superson-
ic aircraft.

Comment was also invited on

the economic impact of the pro-
posed company on the existing
aviation insurance community,
the fact that the captive compa-
ny'E share of the risk was set at
40%, whether tne agreement is in
the public interest, and any other
relivant issues.

Burton S. Kilko, chief of the
CA3 agreemen: commission, said
the deferred action and request
for comment were made in an
effort to consult all interested

parties and develop a full record
before taking .action on what it
considers a very major agree-
ment. He called the move "a nor-

ma. board reaction to a complex
anc far-reaching situation."

Mr. Kolko noted that no com-

meits either ir support or in op-

s ecial ur ose
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position had been filed by any
parties, and that the aviation un-
derwriters in pdrticular had not
gone on record with their posi-
tion.

HE STRESSED that the action

was routine in major agreements
and did not at this point indicate
a positioh by the CAB on the
proposal.

In New York, Air Transport
Insurance Director General Clar-
ence Cf Pell reacted by issuing a
statement commending the CAB
for "initiating action on this im-
portant insurance program." Mr.
Pell added that the decision to

establish a captive was taken aft-
er several years of careful study
by domestic and foreign airlines
and "internationally-known eco-
nomic and insurance consultants."

"The companies are expected
to be ready to con*nence opera-
tion in January, 1971," Mr. Pell
stated. He again held that the
747s and subsequent superjets
are bound to impose a burden on
the "customary aviation insur-
ance sources." •

TI names Hines

to risk manager post
DALLAS-Hugo Hines has

been named corporate risk
manager at Texas Instru-
ments Inc. here.

Mr. Hines, who has been
with TI since 1956, was for-
merly section head in the
government products divi-
sion's contracts department.

He succeeds Eugene Ald-

ridge, who left the company
last summer to set up his
own consultant firm.

N.Y. rating . . .
Continued from page 1
requirement to file with the state
was the only new feature.

Mr. Grauff said that he hoped
that the New York department
would waive this requirement for
top layers of jumbo risks and
inland marine business.

Another leading underwriter in
the Midwest, however, was more
concerned. He said that the new

law opened a Pandora's box of
problems in the antitrust area
and that probably court decisions
would be required before any-
thing definite could be said.

At the moment, he said, his
company is looking into the im-
plications of the law regarding
rating bureaus. But he did say
that there is a "definite possibili-
ty of having different rates for
different layers of the big risks."

INITIALLY, he added, the "in-
tent of the law was just the op-
posite of limiting the market."
But at the last moment, labor
forces injected language into the
law about the prohibition of in-
surers setting rates in concert.

He concluded that the legisla-
tion is a "brand new area of
insurance law." •

Set-rate ...
Continued from page 1
might have dropped to $6,000 or
$7,000, he said.

"The approach definitely has
possibilities in the group area,"
Mr. Sternhell told Business In-

surance. "Theoretically there's no
reason why it couldn't be done
once it has been approved on the
Federal and state level." How-

ever, he noted that New York
Life's pitch will at first be direct-
ed to the individual life insur-

ance buyer. 1

Freight company makes
$820,000 settlement
BOSTON-An Ohio freight com-

pany, its excess insurer and rein-
surers have made an out-of-court

settlemer: of $820,000 to a 22-
year-old Brookline, Mass., man
who was severely and perma-
nently injured in an accident in
March 1968.

The se.tlement, believed to be
one of the largest single awards
paid, went to John Buckman. He
was a hitchhiker in an auto driv-

en by a Hartford, Conn., man
when it was struck on the Con-

necticut Turnpike by a tractor
trailer owned by Wilson Freight
Co. of Cincinnati, Ohio.

The Hartford man was killed
in the collision. Mr. Buckman
suffered loss of his right hand
and mos: of the left, and third-
degree burns of the face, head
and arms, which caused complete
loss of hair, and ear and other fa-
cial injuries.

A SPOKESMAN at Wilson

Freight told Business Insurance
that the trucking firm is self-in-
sured ort a primary layer. The
excess at the time of the accident

was written by Transport In-
demnity Co. of Los Angeles.
However, the $1 million policy
was heavily reinsured with Mun-
ich Reinsurance Co.

"Munich Reinsurance was the

hardest hit," an insurance source
familiar with the case said, add-
ing that he believed the amount
was in excess of $500,000. A
spokesman for Munich confirmed
this, but noted that the reinsur-
ers are also reinsured. It is be-

lieved that ultimately the loss
will be borne to a large extent by
the London market.

Another insurance source told
Business Insurance that he un-

derstands the insurance compa-
nies involved consider a $820,000
settlement "a bargain" since the

a jury could conceivably have
made a much larger award.

The car in which the youth
was riding was struck from the
rear and hurdled 300 feet. He

was trapped in the vehicle as the
gas tank exploded. •

Montreal disorders costly
againstMON'IREAL-Canada's big-

gest city has paid a hefty price
for demonstrations and disorders
in 1969.

LaPresse said a spokesman for
Jean-Paul Gilbert, Montreal po-
lice director, estimated that the
cost of extra police activity and
loss in property damage totalled
about $11.6 million.

Police surveillance alone cost
about $7.6 million or $6.33 for
every person in the city.

THERE were 97 demonstra-
tions in Montreal involving a to-
tal of 100,000 persons. About half
of them drew less than 100 per-
sons each.

Most costly in property dam-
age by far was the Feb. 11 siege
of Sir George William University
by students protesting the make-
up of a university board investi-

You're sure!

63 -11

gating charges of racism
an assistant professor.

Police were called in and the
occupying students ran wild

through* the university's comput-
er center. Several computers
were wrecked, and fires were set
in two floors of the university's
main downtown building.

WHEN THE smoke had

cleared, property damage was es-
timated at more than $3 million.

The violence which broke out

during the Oct. strike by Mon-
treal police and firemen resulted
in $800,000 damages.

Near the end of the 17-hour
strike demonstrators attacked the
east-end offices of the Murray
Hill Limousine Service Ltd., set
several buses afire and then
swarmed through the city's
downtown area on a window-

smashing and looting spree. •

V .4.
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Nippon Airways (ANA) 15 switch- not recovered, and the claim was
1ng to larger planes, from Boeing paid Since then, JAL scrapped the
727-100s to 200s American Airlines warehousing

capacity pinch with
One 200 has already been re- contract, in June, and has estab-

reinsurance ceived, four more will be put lished at JFK
into service in 1970, in additions to

, three more 737s ANA now has,
TOKYO-Japan may be able own aviation insurance Advent of larger planes will m all, seven 727-100s, one 727- Manitoba dentists

to ease, if slightly, the interna- The pool expects to reach a make lt impossible for Japanese 200, two 73735,26 YS-lls and 25
tional capacity problem in avia- decision by the end of the year airlines to skip coverage for com- Friendship planes back prepaid plan
ton insurance, which has been on how to handle Jumbo-Jet pensation to beneficiaries in Japan's second domestic air- WINNIPE G-The Manitoba
underscored by the creation of risks A pool subcommittee has event of a disaster, as has some- line, Japan Domestic Airline Dental Assn has backed setting
Jumbo Jets already decided that a top-and- times been the case in the past (JDA) and JAL as well are stud- up a commercial prepaid dental

The Japan aviation insurance pro-rata approach will be used Orders for new planes will re- ying the acquisition of D(10s and care insurance program
pool is now determining the atti- Japan Air Lines will accept Sult in considerable increases in Lockheed 1010s for airbus use The group said at a news con-
tude it will take in the event that delivery of ltS first jumbo jet the carrying capacity of the air- JAL has also nedessarily be- ference here that it Will work
reinsurance offers are received next February After a training lines come more deeply interested m with insurers to offer dental cov-
frorn overseas period, JAL will put the Boeing JAL plans to acquire eight 747s its theft coverage Earlier, Jewel- erage to groups of 25 or more

Although Japan too has a do- 747 into service on the Tokyo- in the next two years The Japa- ry flown to New York as JAL company employes
mestic capacity problem in this Honolulu-Los Angeles run, some- nese flag carrier now has 27 cargo was stolen from an Ameri- The dental association is ask-
field, the positive attitude of the time between April and July standard and stretched D(8s, 16 can Airlines warehouse at Ken- ing insurance firms to submit
pool itself may be a good sign Boeing 727s, and six Convair 8805 nedy International Airport A bids on the prepaid program It

Some Japanese companies are BECAUSE OF the big new in addition to YS-lls, the first clause in the JAL-American con- stressed that the group will not
particularly interested in planes and the general expansion Japanese-made-and-designed pas- tract prevented JAL's insurance become involved in the under-
strengthening their international of the industry, the pool may senger plane company from seeking indemnifi- writing end of the plan but will
competitive power in the face of move to increase aviation insur- cation from American The thief, act m an advisory capacity to
the liberahzation of foreign in- ance limits, by about two times, IN 1970, JAL will add eight an American Airlines employe, ensure programs meet association
vestment in the Japanese insur- as of next April. stretched DC8s to ltS fleet All was caught, but the jewelry was standards
ance industry

IF SUCH offers are accepted, it
will probably be by the pool act-
ing as one rather than on a com

I-

pany-by-company basis
However, at present Japan re- ./ 1.rUL_ _2-

lies on overseas sources for more r

than 70% of her aviation rein- -

surance But there is also in ----
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Japan's ability to provide her
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tor might pursue in order to help

stave off federal controls would -257% r
be to estabhsh a screening panel
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composed of a J oint state bar and
-- r

Md association committee, ac-
cording to the report a -=

All doctors and hospitals would -
have to agree in advance to make 7

available all medical records to ' ;1111 11 1«\\ 1111' i.f,
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claimant and panel and all mem-
bers of the bar would have to
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charges and ]udge whether a
grievance is valid and compensa

.

ble If the injury was found to be -

compensable, representatives of .-I

the plaintiff and the defendent -- -f «@ d A
could then begin to work out a

settlement If either party were
not satisfied, it would then be all
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would cut premiums in half by --
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eliminating pretrial investigatory
costs and lawyer fees ' ass- ,
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-IDS .*.*cost to the insurance companies

of malpractice suits and claims 111 ter f M
goes to the legal community, the =52
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Ribicoff report holds 6- _-
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SEN. RIBICOFF says Congress, 1 11, I lili 1 :41\ f-1--* =a l
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and the executive branch, should -_ ----- ·li -1---- I.-
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" --2---

begin to consider how to relieve
competent and qualified phys -
cians and other health personnel
fronn the pressure of rnalpractice
sults "

But, he continues, "most im- ew n
portantly, we rn.ust assure the 't eaveyou hi an rp
American patient that he will be
protected against the physician
who has a demonstrated and

proven history of neghgence and We've been firmly anchored In the in- The second meaning of "Mutual"
incompetence " surance business for over half a cen- affirms the ob igation we have to you

The Ribicoff subcommittee, tury. And fully Intendtostaythatway. as a Utica polcy holder. After all, we
which has been reviewing the You see, the "Mutual" part of our do chart p ans together to meet your
federal government's role in name has two meanings. One, as a specific needs. And, backed byall our
health and health care problenns mutual company we can't be bought, experience and facilities, these plaris
for two years, is an investigatory
body, not a legislative one But, blended, federated or otherwise fid- won't alter course one degree.
the report will be sent to such died with. Soyou won't wake up some So breathe easy. When it comes to
committees as Senate Finance, morning to find we've sailed off on the matter of your protection, we'll
House Ways & Means, Senate the nighttide. never abandon ship.
Labor and Senate Antitrust

where, there 15 httle doubt, - INSURANCE THAT STARTS WITH YOU UTICAMUTUAL
someone will seize on the well-

documented spadework and be- t

gin making headlines with legis-
lative pushes



Wall Streeters dragging feet, say
underwriters; more coverage asked

NEW YORK-Insurance com-

panies have dropped out of the
security and bond coverage line
like ducks in an arcade shooting
gallery.

What's more, underwriters say
that meetings with policyholders
to discuss security problems and
come up with solutions turn into
frustrating tangles of committee
red tape boiling down to nothing
but a lot of talk.

Banks here and in Chicago,
, meanwhile, have been scram-

bling for higher limits on their
security and bond covers follow-
ing the disclosure of a mysterious
disappearance of $13.1 rnillion in
U. S. Treasury bills from the
Morgan Guaranty Trust Co. Re-
guests for twice the coverage

have been met with demands for

doubled rates, as many banks
learned that they wouldn't have
the limits necessary to cover the
loss suffered by Morgan Guaran-
ty. That bank said it was fully
insured when announcing the
disappearance of the $13.1 mil-
lion in securities. (See story on
page 25.)

"LAST YEAR the insurance

industry had a loss ratio of 106
on securities and bonds," Eugene
P. Dougherty said at the Security
Control Conference held here last

month. Mr. Dougherty, secretary
of Continental Insurance Co.,
said, "That means for every $1
we earned we had to pay out
$1.06, plus underwriting expen-
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ses. I don't have the loss figures
for this year, but I'm sure they'll
be even higher."

Besides Continental, only four
other companies-Hartford, In-
surance Co. of North America,
Federal Insurance Co. and Fire-
man's Fund-are left in this

market and they are beginning to
wobble as they are pelted with
brokerage house and bank theft
losses. Rumors have been circu-

lating that the reinsurance nnar-
ket in London for security and
bond coverage nnay dry up en-
tirely.

Insurance companies, in addi-
tion to raising rates, Mr. Dough-
erty explained, are discussing
with brokerage houses the prob-
lems and communications gap
between thern.

Mr. Dougherty said that insur-
ance men and brokers in joint

committee meetings came up
with the central data bank idea.
The bank would file all records
of lost or stolen securities and

provide an instant check for a
broker buying stock from an un-
known seller.

THE DATA BANK, which is

only in the discussion stage,
would cost about $120,000. Insur-
ance companies would foot about
$50,000 of the bill.

Insurance rnen and brokers also

talked about putting certificates on
computer tape to cut down on the
paper work and dangerous public
exposure of securities.

"The trouble is, it s all talk,"
one underwriter told Business

Inswance. "We just can't seem to
work the kinks out of these ideas.

The main problem is that bro-
kerage houses all have different
procedures and they want to
keep them instead of adapting to
one system."

He said there should be stand-

ard ways of handling securities
and of hiring personnel. and that
brokerage houses should be in
constant contact with each other.

"BUT A BIG company has its

Thief picks
uninsured

emerald ring
DALLAS, Tex.-A thief had

his choice of $1 million wor:h of
jewelry and antiques at the Tex-
as state fair last month and he
lifted the one item that wasn't
insured.

He took a 126-carat, $250,000
emerald ring, which was part of
the Tom C. Patten collection
being displayed in the Women's
Building of the fair.

Mr. Patten, an East Texas oil
millionaire, said the building se-
curity was inadequate.

"I THINK they should have
had an officer right by the case
at all times," he said.

Police said that one or more
guards were always inside the
building. They think the thief
may have spent the night of Oc-
tober 20 in the building and then
sneaked out with the ring in the
morning.

G. L. Tolbert, detective, said a
screw was missing from the dis-
play case and that the thief prob-
ably pried open the sliding door.
He said the ring was the most
accessible item in the case.

Mr. Patton bought the stone
last year after it was found in
the wreck of a Spanish galleon
off the South American coast.

The gem was mined in the 1700's.
Mr. Patten had planned to sell
the ring in a jewelry auction. •

Premium may tarnish
Golden Gate's ferry

SAN FRANCISCO-This city's world-famed Golden Gate
Bridge recently went into the ferry business but high insurance
costs could put a quick end to the operation.

After taking on operation of the formerly strike-halted ferry
from San Francisco to Tiburon the ferry was doing a "reasona-
bly good business," according to bridge manager Dale W. Luehr-
ing.

Marsh & MeLennan Inc., insurance broker for the Bridge
District, was the sole bidder on the coverage-offering three
months of coverage for the boat, crews and passengers at a cost
of $13,262.50. The premium for each following month was $4,150.

"THE PREMIUM cost absolutely stunned us," Mr. Luehring
declared. "Such a premium would add considerably to the loss
the Bridge District would have to make up from bridge tolls for
the ferry service.

We were," he explained "on some days at least, nearing the
breakeven point on operational costs of the ferry and we had
hoped that the insurance premiums would be low enough to
keep us out of the red."

The Bridge · District board of directors refused to accept the
bid and referred it back to the insurance committee "for further

study."

own problems and can't be both-
ered with the procedures of a
smaller company and vice versa,"
he said.

He also said he had been serv-

ing on a joint cornrnittee of stock
brokers and insurance men for

the last nine months, but that
they couldn't seem to get any-

thing off the ground. "What has
been happening is that my com-
pany is dropping the big finan-
cial companies and sticking with
the smaller ones that haven't

been losing so much," he said.
Another underwriter said his

company was also meeting with
stock brokers, but that there was
no action.

"We agreed to financing the
central data bank, but haven't
heard anything about it for
months," he said.

HE FELT THAT brokerage
houses were choking in their own

paper work.
"The Wall Street boys have

been too busy making money to
have time to talk to us," he said.
"But now they're seeing the dan-
gers. The pendulum is swinging
the other way, but any progress
to improve things is going to take
years."

He said his company sends out
questionnaires to policyholders as
a safety checklist.

"We try," he said. "They say

we're one of the last companies
left writing broker insurance, but
I don't know how long it'11 last."

Another insurance underwriter

didn't even want to discuss the

problem. Questions were met with
grunts, coughs and silence.

"Talk to the brokers," he said
in a low, tense voice. "It's their
fault."

A broker attending the securi-
ty control conference agreed.

"We have, a long way to go,"
he said. "I was glad to be able to
hear the insurance side of this. I

can understand their problems a
lot better now." •
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Racial discrimination insurance

not iust black-and-white matter
NEW YORK-Racial discrimi-

nation is a blunt matter of black

and white, but figuring out how
liability policies cover it is a
speculative area of shades of
grays.

In a recent New York case,
Oladipupe Fale, a black worker,
charged that he had been threat-
ened and physically assaulted by
his employer. He was awarded
$1,226 in damages by a city agen-
CY·

A spokesman for Zee Inc., a
small Brooklyn wholesale cabinet
firm that employed Mr. Fale,
said company insurance did not
cover the cost.

FRANKLIN WHITE, a lawyer
with the City Commission on Hu-
man Rights who represented Mr.
Fale in a 20-hour hearing, said
the company's actions were in
direct violation of the 1965

amendment to the New York

Pan Am

jumbo cover
almost ready

LONDON-Pan American Air-

ways is completing its insurance
plans for jumbo jets by taking out
close to $24 million hull cover for
the first delivery from Boeing, ac-
cording to reports in the London
aviation market.

These say that completion of
this initial deal is imminent, with
all the cover to be placed through
regular insurers. Lloyd's expects
to get about $1 million of primary
cover, and British companies an-
other $3 million, with the rest
going through American insurers.
But reinsurance will bring sub-
stantial sums into the London

market, it is rumoured.
The airline is expected to seek

another $100 million worth of
cover for passenger liability and
third-party risks, mainly through
the London market, before the
747 goes into passenger service.

REPORTS ARE also current,
though without any definite con-
firmation, that Pan Am is think-
ing of placing an order for some
of its domestic U.S. business di-
rect in the London market, in-
stead of putting it all initially
through the American market.

Usually the London market gets
only reinsurance or excess risk
cover in this field, but the sugges-
tion is that for the first time Pan
Am might place about 20% or so
of primary risk cover for its do-
mestic business in Britain.

Other U.S. domestic airlines

groups could follow suit if the
venture proved worthwhile, it is
said.

Sets rates
for credit life

BISMARCK, N. D.-Insurance
Commissioner J. 0. Wigen has
adopted a set'fee of 75¢ per $100
of insured indebtedness on credit
life and health insurance sold in
the state.

The rate structure is similar to

that in South Dakota, Montana
and Minnesota, he said.

He said one factor in his deci-

sion was that his department did
not have the personnel necessary
to spend on credit life insurance
policing-especially if the scale
approach such as used in New
York, New Jersey and Vermont
was adopted. •

City Human Rights Law. This
amendment prohibits discrimina-
tory practices in businesses. He
said it was the first New York

case in which damages were
awarded.

"The kind of case involving
large awards doesn't come up of-
ten in New York," Mr. White
said. "In the South, however,
where many companies follow
the Southern tradition, there is a
greater likelihood of class suits
being brought against a firm ra-
ther than single, isolated cases.
Awards of over $10,000 gave been
made against Southern corpora-
tions under Title VII, the Federal
counterpart of the New York
law."

North or South, insurance cov-
erage for discrimination charges
depends on policy wording and
court ruling.

INSURANCE liability under-
writers told Business Insurance

that most policies do not specifi-
cally mention racial and religious
discrimination. In fact, New
York, Texas and Louisiana insur-
ance bureaus prohibit any refer-
ence to it in policies.

"Coverage for discrimination
could be found in a broad inter-

pretation of a general liability
policy," one underwriter said.
"Large insurance companies usu-
ally write a personal injury
clause into the general liability

coverage. This covers mental an-
guish, grief and defamation of
character."

He said a policy from a small
insurance company might cover
discrimination under the assault

and battery section of general
liability.

WHETHER OR NOT a policy
provided coverage would depend
on court ruling. "I think a good
many courts would rule that dis-
crimination could be covered by
a personal injury policy, but it's
hard to say," he said.

Coverage would definitely not
be given if the insured company
was found to be at fault. All

general liability and personal in-
jury policies state that if action is
"willfully perpetrated" by the in-
sured, coverage is cancelled.

"THIS IS a very touchy area,"
another liability man said. "How
can you determine what is will-
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Here's how to tie together
your International Risk Problems

CHUBS

r

ful discrimination and what is
accidental? How can you really
depend on court witnesses? Very
often what actually happened
and what a witness remembers
or testifies to in court are two

different things."
An insurance manager of a

New York firm that has several
Southern branches feels that

companies generally avoid the is-
sue.

"I think insurance companies
aren't going to bring it up until
there is a strong public demand
for this coverage and they are
forced into dealing with discrimi-
nation," he said.

A liability underwriter thinks
that because of the unpopularity

insurance hesitate to ask about
discrimination coverage because
they don't want to suggest that
they will have the problem.

"'So it just remains indefinite,"
he said.

If One Company Can Serve You Best Both Here And Abroad, Doesnst It
Make Sense To Consolidate All Coverages-Domestic And Foreign-There?

If you can't answer YES to this question, you haven't investigated the international underwriting
facilities at Chubb & Son Inc. which are designed to meet the new insurance demands of the mui·

tinational corporation. Think of the advantages created when global policies are combined into
a centralized insurance program. Chubb's International Division is a large capacity market spe-
cializing in exactly such programs. Let us show your broker or agent the many benefits of using
a single carrier for your coverage both here and abroad.

CHUBB & SON INC. UNDERWRITERS
Subsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038

MANAGER Federal insurance Company • Vigilant Insurance Company • Great Northern Insurance Company • The Sea Insurance
Company Limited • The London Assurance • Alliance Assurance Company Limited • Sun Insurance Office Limited • Affiliated
with Pacific Indemnity Group through The Chubb Corporation • Life, Personal Health, Group Insurance, Pension and Profit Sharing
Plans through The Colonial Life Insurance Company of America • Aviation Insurance through Associated Aviation Underwriters.
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Gets comp award from
new Ontario law board

TORONTO, Ont.-Dr. Jack
Lindzon, a dentist with a gross

income of $41,000 a year, will
receive compensation for loss of
income, medical and other ex-
penses and for human suffering
from Ontario's new Law En-

forcement Compensation Board.
Judge C. E. Bennett, board

chairman, described Dr. Lind-
zon's effort to stop two bank

bandits after a robbery in April
as an act of bravery.

"We are proud of you and you
have rendered a real service to

society," Judge Bennett told the
27-year-old Agincourt dentist. He
still carries a bullet in the bone

of his hip suffered when George
Alexander Bradley, 21, shot him.

MR. BRADLEY is serving 19
years in the penitentiary for the
robbery and the wounding. A
companion was committed to a
mental hospital.

Edward J. S. Martin, counsel
for the dentist, said that Dr.

Lindzon was unable to work for

three weeks, then worked only
half time for an additional five

weeks. Based on an annual in-

come of $41,000, he claimed $4,-
700 compensation for loss of in-
corne.

The board reserved decision on

the amount Dr. Lindzon will get,
pending examination of his rec-
ords, and the amount of premium
he paid for an insurance policy
which paid him $1,173 for inter-
ruption of income. The policy is
a standard one offered to dentists

by the Ontario Dental Assn.

JUDGE BENNETT told the

dentist his bravery was instru-
mental in changing legislation
governing compensation for
crime victims. Originally, only
those who assisted police officers
were compensated, but the law
was changed to cover all persons
trying to oppose criminals as a
result of the publicity the den-
tist's act received. •

Bruning Selects Cardox® System
for Fire Protection in White Room

USE 5?%11\m 1001:
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High-pressure Cardox Carbon Dioxide System protects against fire in
"White" Room at Charles Bruning Company, Division of A-M Corporation.
Mount Prospect, Illimois.
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Extremely clean air is essential in making Bruning micro and Vue-
Graph film. That's why these products are coated and dried in a
sealed filtered-air area aptly named the "White" Room.

For fire protection, Bruning selected a Cardox carbon dioxide
system. This high-pressure, 16-cylinder system (8 main and 8 re-
serve) provides constant day-in, day-out protection.

The system is designed for total flooding of the entire area by
local application of the carbon dioxide to the coating machine and
the drying oven directly above. Simultaneously, a pneumatically
operated pressure switch automatically shuts off electrically oper-
ated fans, coater and oven.

For information on fire protection systems designed to the
specific needs of your business, see us. Meanwhile, write for a copy
of the new, comprehensive booklet (Folio 1-1) on Cardox Fire
Extinguishing Systems and Equipment.

CARDOX
DIVISION OF CHEMETRON CORPORATION
840 North Michigan Avenue · Chicago. Illinois 60611

CHEMETRON
TRADEMARK
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CONSTRUCTION COST TREND OF TYPICAL

WAREHOUSE, MANUFACTURING PLANT & OFFICE BUILDING

 Warehouse

1955 1960

Manufacturing Plant  Office Building

1965 As of October, 1969

The continuous increase in costs to replace a typical warehouse, manufac-
turing plant and office bu Iding illustrates the need for insurance buyers
to review periodically their insurance coverage limits. Graphic illustration
of construction cost trends will be a regular Business insurance feature de-
veloped from information provided by the Ame-ican Appraisal Co., Mil-
waukee, Wis.

New group dental plan
OAKLAND, Cal.-A new group

dental insurance plan for home
builder members of the Associated

Home Builders of the Greater

East Bay here has now been more
than 80 % subscribed to under the

organization's group health insur-
ance plan.

"Claims, expected to be large
during the first year of the den-
tal plan," reports association ex-
ecutive vice president William
Leonard, "are showing up some-

Scott fund ...
Continued from page 6
ed that " it is in the private sec-
tor's immediate self-interest to

find ways to use pension funds
for the public good. If private
enterprise cannot find creative

ways to apply some of this vast
source of capital to society's

needs, the government is likely
to step in.

"This has already happened in

some foreign countries. In Mexi-
co, for example, the government
requires that a portion of pension
assets be used to build low cost

housing and that at least 30% of
funds be invested in government
bonds."

Corporations, Mr. Heiskell sug-
gested, might do any cf the 'fol-
lowing: Establish venture capital

enterprises to supply capital to
new ghetto industries; set up real
estate investment trusts for low

and middle income housing;
make direct portfolio investments
or private placements in compa-
nies involved in construction or

educational activities in urban

areas.

He said one "promising new
device" is the Minority Enter-
prise Small Business Investment
Co. (MESBIC), in which an in-
vestment of $150,000 can funnel

up to $2.25 million into the busi-
ness of a minority community.

"The investment capital and
management advice supplied by

a private company, combined
with additional money from the
Small Business Administration

and a 90% SBA guarantee on

bank loans, can help ghetto busi-
nesses succeed," said Mr. Heiskell,
a founder of the Urban Coali-

tion. •

what slower in payment than
those for sickness and accident."

Enrollment in the dental plan,
according to Mr. Leonard, has, in
effect, been closed with only new
employes of member firms being
permitted to enroll, within 30 to
60 days of their employment.

MR. LEONARD told members

that health care costs "have sky-
rocketed in the past eight years
from a $16 semi private hospital
board and roorn rate to a $55 or
more rate, a 250% increase.

"At the same time," he added,
"taxes to pay for Medicaid and
Medicare have gone into orbit.

"In spite of this, as a result of
group insurance programs, the
actual increase over the last

eight years for our members has
been 37%." .

Propertu values

- a known quantity or
a vague uncertainty? For

a reliable appraisal of
your business property
call or write

COATS &

BURCHARD

COMPANY

appraisers
SINCE 1894

4413 RAVENSWOOD AVENUE

CHICAGO, ILLINOIS 60640

Phone: (312) 561-2181

Unbiased*
EBS RISK MANAGEMENT analysis of your corporate in-

surance and risk management programs or problems-domestic
or foreign-will give you an unbiased professional viewpoint.
Recommendations seek optimum protection from risk exposures
at minimum expense to the corporation.

EBS maintains the country's largest group of risk man-
agement specialists engaged solely in consulting and advisory
services to company officials. These experts are respected and
experienced. Their evaluations are competent, independent, un-
biased. Their services are designed to consider all areas through
specific or continuous audits or advisory studies. Their assistance
is available from offices nation-wide.

D< EBS Provides Unbiased Studies. No insurance Sold.
EBS MANAGEMENT CONSULTANTS INCORPORATED

NEW YORK CHICAGO SAN FRANCISCO

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

(212) 4254500 (312) Fl 6-3438 (415) YU 2-3463

WASHINGTON DALLAS BERMUDA

1225 Conn. Avenue, N. W. 211 N. Ervay Street Mercury House
Washington, 0. C. 20036 Dallas, Texas 75201 P.O. Box 1617, Hamilton

(202) 293-1950 (214) RI 7-3533 Telephone: 13973

MEMBERS OF ASSOCIATION OF CONSULTING MANAGEMENT ENGINEERS, INC.



in wake of appeals court decision
DETROIT-Due to "adverse

publicity" Chrysler Corp.'s Super

Lite, an auxiliary safety device,
will be discontinued in 1970, ac-
cording to Chrysler's senior at-
torney, in the wake of a recent
court of appeals decision which

established states' regulatory au-
thority over safety equipment.

The auxiliary light, offered by
Chrysler, was designed to allow a
turnpike driver to see far enough
to be able to stop completely-
when necessary at speeds in ex-
cess of 50 miles per hour. Chrys-
ler includes Super Lite as an op-
tion on its Dodge Monaco and
Polara model automobiles.

The decision was rendered by
the second circuit court of ap-
peals in New York, which ruled

Chicago isn't
liable, says
high court

WASHINGTON-The Supreme
Court has closed the door on an

appeal for compensation by a

group of people injured during
Chicago's mob violence of 1966.

The appeal, in the case of
Sheldon v. Chicago, argued that
Illinois violated the Constitution

by repealing, after Mr. Sheldon
had sued for damages, the 1887
law that would have required the
city to compensate them for their
damages.

In another case, Serzvsko v.
Chase Manhattan Bank, the Su-
preme Court denied an appeal of
a district court decision which

required Edward Serzysko, a
representative of several member
firms at the New York Stock Ex-

change, to repay the balance of
several Chase Manhattan loans

made to him.

MR. SERZYSKO based his ap-
peal on Chase-Manhattan's al-
leged violation of Regulation U
of the Federal Reserve Board,
claiming the bank had lent him
more than it should have. The

regulation limits the amount of
loans slated for buying or carry-
ing securities.

The federal district court ruled

that although Chase Manhattan
had violated Regulation U in
making some of the loans, Mr.
Serzysko, in signing statements
affirming that the loans would
not be used for buying or carry-
ing securities, invalidated his
right to recover from the bank.
An appeals court had previously
concurred with this ruling. •

Olin names

Delaney,
Le Vine

NEW YORK-John J. Delaney,
Jr. and Richard Y. Le Vine have

been named insurance manager
and corporate manager of loss
prevention, respectively, at Olin
Corp.

Mr. Delaney, previously assist-
ant nnanager for insurance with
Olin, will assume responsibility
for all of the company's insur-
ance coverage other than em-
ploye benefits policies. Mr. Le
Vine served as manager of fire
protection and pollution control
prior to this appointment.

Both Mr. Delaney and Mr. Le
Vine will report to William Hol-
lingsworth, Olin's director of in-
surance and loss prevention. •

that states have the right to ban
auto equipment from their high-
ways even though the equipment
meets the minimurn standards set

by the National Traffic and Mo-

tor Vehicle Safety Act; in effect,
this allows states to take action

on such auto equipment without
waiting on the federal govern-
ment's ruling.

THE QUESTION arose from

litigation brought by commis-
sioners of motor vehicles in New

York and Vermont who asked

that federal district court injuc -
tions restraining them from bar_-
ning Chrysler's Super Lite in
their states be lifted.

Chief Judge J. Edward Lum-

bard explained that laws now in
existence enabled the marketing
of a "hazardous option" for many
months before federal testing.
"What is perfectly safe on

straight roads over the flat ter-
rain of states such as Texas,
Oklahoma and Kansas may be
very hazardous on hilly, winding
roads in Vermont and New

York," he added.
"The majority opinion," said

Victor C. Tomlinson, senior attor-
ney for Chrysler Corp., "went
farther than anyone could have
expected." The issue was really a
matter of who has the regulatory
power, Mr. Tomlinson explained.
"The ruling undermined Con-
gress' original intention of prov-

iding minimum uniform stand-
ards for auto equipment, and
thereby allowing the private sec-
tor to respond to safety needs
further through innovation and

engineering. The court missed
this point in its opinion," he said.

ACCORDING TO the Chrysler
attorney, the matter arose over
the question of product samples
which the corporation sends to
states for evaluation and approv-
al. The company spends close to
$200,000 a year on these samples,
Mr. Tomlinson revealed. "We

told the state motor vehicle com-

missioners that we were discon-

tinuing our practice of providing
sannples because Chrysler is

complying with federal stand-
ards.

"The consumer would, of course,
be the beneficiary if we cut this
expenditure. The commissioners
apparently felt that our action
constituted a threat to their regu-
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latory authority and subsequently
went to court," Mr. Tomlinson ex-
plained.

Mr. Tomlinson asserted that

the only way in which the indus-
try could overconne this step
backward was through a federal
legislative amendment. "Other-
wise, we will be stuck with 51
separate jurisdictions all of

which we will have to deal with

individually."

Super Lite is included under
Chrysler's standard product lia-

bility coverage. "We don't feel
that this ruling," explained Dan-
iel Gaitley, insurance manager at
Chrysler, "or the banning of the
light by states will have any ef-
feet on the frequency or severity
of liability claims brought
against Chrysler. Such cases in-
volving equipment such as Super
Lite are normally rare, anyway."
Mr. Gaitley added that there
have not been any such cases
involving Super Lite to date. •

We bought these ties for
our field men and

thought you might like to
get in on the act.

Name

Street

City

Zip

Up. Up. Up. That's the one word history of Union
Mutual. Premium income, insurance in force, new
cases written, Health, Life, LTD . . by any measure
you want to use, the "Up Group" from Union Mutual
has had a mighty "Up" year.

But more than history, "Up" is the way we look at
the future. And the "Up Group" approach to
Group Insurance will continue to ask these three
questions. Can we increase your coverages? Can we
reduce your costs? Can we do it better?

We'd like to see what we can come up with on your
Group Insurance Program. Have youragentor
broker contact one of our Group Offices or write to
Mr. Robert W. Stevenson, Second Vice President
(Group Marketing), Union Mutual Life Insurance
Company, 400 Congress Street,
Portland, Maine 04112.

We'd also like to give an "Up" tie to every one of
Business Week's 500,000 plus subscribers, but our
mutual policyowners might just geta little shook. So
if you really want one, we'll see thatyou get it for
justwhat itcosts us.

UNION (11 ril
MUTUAL'*'
lIFE INSURANCE COMPANY

They call us the"Up Group"

"Up" tie, c/o Union Mutual Life Insurance Company
400 Congress Street, Portland, Maine 04112.

OK, I want an "Up" tie. I enclose $5.00.
(please prinl)

State
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CE,NW...
Continued from page 19
the traditional approach.

For example, rather than re-
quiring the recitation of rules by
rote memory, employes are asked
to interpret rules as they apply
to various situations posed in the

SARASOHN
AND COMPANY

PUBLIC ADJUSTERS

 CONVENIENTOFFICES

East Orange, New Jersey (Home Office)
85 S. Harrison Street (201) 675-1401

New York, New York
347 5th Avenue (212) WH 4-3331

Bridgeport, Conn.
(Tri State Adjustment Service Co.)

27 Post Office Arcade (203) 333-5553

Newburgh, New York
231 Liberty Street

San loan, Puerto Rico
1700 Ashford Avenue

No. Miami, Fla.

16924 N.E. 19th Ave.

(914) 562-9420

722-5977

(305) 945-6338

Memphis, Tenn.
(Roddy and Sarasohn, Inc.)

651 South Cooper St (901) 274-2365

Scranton, Pa.

129 N. Washington Ave.

Kansas City, Me.
10th & Walnut Streets

Wells

(711) 342-8230

(816) 421-7070

testing.
The revised tests involve prob-

lem situations in multiple choice

questions, thus requiring em-
ployes to select the best solution
to a specific problem. All answer
sheets are machine graded. Ob-
j ectivity was a maj or goal in the
development of the testing. All
cultural, educational and per-
sonal biases that might have
existed in former methods were

removed.

AS A FOLLOW-UP to the new

testing program, more than 4,000
on-the-j ob "efficiency tests" or
"rules checks" are conducted an-

nually. These tests involve posing
train crews with problem situa-
tions, thereby insuring that they
understand how the rules should

be applied in real-life situations.
Another audit procedure uses

locomotive performance record-
ing equipment. These monitoring
instruments, used throughout the
rail industry, record speed and
other critical events during the
operation of a locomotive. Simi-
lar equipment is used to record
analogous operating data in air
liners. The performance record-
ing equipment is used by the
C&NW to provide a constant au-
dit of the safety efficiency of its
train crews.

The method used by C&NW to
combat the problem of human
error in train and personal injury
accidents is preventative. It
wasn't always so. "Until two
years ago, emphasis was placed

on numbers of accidents," Mr.
Patrick said. "Now, with com-
plete, accurate data available on

a daily basis, we are able to pin-
point potential problem areas in
advance and establish appropri-
ate priorities. Then we establish

programs to deal with the major

1 1 11 0

.

This year, thieves will walk out of the nation's ,ilL 0 --stores, offices, factories and warehouses with about
2. billion dollars worth of goods in their pockets, -1 jj
handbags and lunch buckets. So reports a highly o -
respected national magazine. Regrettably, the pilfer- -'----
ing is done by light-fingered company employees, as well as amateur and
professional thieves. Whoever they are, they're hurting you plenty!

Why suffer when you can have quick reliefl

Wells Fargo Protective Services aill provide experienced profeisional guards
who, in conjunction with automatic Central Station Alarm Systems, can help
you cut theft to an irreducible minimum.

Ask for a cost-free survey of yo.tr security needs. Consult your Yellow Pages
for a Wells Fargo Associate near you.

**
CENTRAL STATION

ALARM SYSTEMS

WATCHMEN GUARDS

PATROLS CUSTODIANS

CHICAGO, ILLINOIS
Central Watch Senlice, Inc.

FUUERTON, CALIFORNIA
Pacific Plant Protection

LOS ANGELES, CALIFORNIA
American Fire Dispatch, Inc.

NEWARK, NEW JERSEY
N.D.T. Security Systems, Inc.

NEW YORK, NEW YORK
Central Station Signals, Inc.

PHILADELPHIA & READING, PA
Sentinel Alarm Corp.

SAN JOSE, CALIFORNIA
Associated Alarm Service, Inc.

WASHINGTON, D. C.
Federal Protective Services, Inc.

problem areas without losing
sight of the presently less imme-
diate ones."

Accidents involving electrical
and communications linemen was

one area identified early as an
important problem. A simple,

basic training program for line-
men was immediately begun. The
result? No major accidents in-
volving linemen have occurred in
the past year-and-a-half.

ANOTHER MAJOR part of the
personal injury prevention pro-
gram is personal protective equip-
ment.

Analysis indicated that about
16 % of all personal inj uries to
C&NW employes were to feet and
ankles. After reviewing the avail-
able standard industrial footwear,
the C&NW decided to have a shoe

designed to meet railroaders' re-
quirements.

The road's work with a major
shoe company resulted in a new
and improved safety shoe. The

shoes were extensively tested for
seven months by representatives
of all the railroad's crafts. After

the testing proved successful,
production began.

"Our only problem now is
keeping the shelves stocked with
the shoes," Mr. Patrick said.

IN ADDITION to the "Rail-

roader" safety shoe, C&NW also
provides many craft employes
with hard hats, a program that is
now two years old. Also, a more
thorough eye protection program,
including both prescription and
regular glasses, is in effect. In a
cooperative program with sup-
pliers, the railroad offers em-
ployes prescription safety glasses
at factory cost.

Also part of the manager of
personal injury prevention pro-
grams' responsibility is a far-
reaching program to reduce third-
party liability losses.

Annual surveys are conducted
on C&NW connrnuter stations.

Since the initial survey in 1967, a

number of steps have been taken
resulting in greatly improved

safety conditions.
The co m pa ny is j u s t i f i a b 1 y

proud of its record of passenger
injuries. Since 1964, C&NW com-
rnuters have traveled 2.8-bil-

lion-passenger miles. During the

five-year period, reportable inju-
ries to passengers occurred once
in each 65 million passenger

miles traveled (reportable to the
U. S. Department of Transporta-

tion). Tne last passenger fatality
due to suburban train operation
occurred in 1927.

ANOTHER PHASE of the per-

sonal injury prevention program
involved equipping all new ca-

booses with shock-absorbing cush-
ioned underframes, high-back seats,
safety belts and overhead rails-

all incorporated to reduce poten-
tial injuries to crew members.

The C&NW personal injury
prevention programs have result-
ed in a decrease in accident costs.

Estimated losses for 1968 are

11 % below the preceding year.
Estimates for the first seven
months of 1969 show 37% im-

provement over the same period
of 1968.

Mr. Patrick attributed the suc-

cess of the railroad's safety ef-
forts to: better teamwork by all
officials and employes and the
accident and loss prevention de-
partment's ability to assist in the
identification of problems and to
suggest solutions and priorities.

Mr. Welsch said that C&NW is

probably the only railroad that
keeps accurate tabs on all losses
below the deductible level of the

railroad's insurance program and
investigates the causes of such
accidents. "While we place prior-
ity on elimination of high-cost
accidents, we carefully watch the
little ones," he said. "If you

The use of portable radar units to check the speed of trains is one of the
many audits of the Chicago & Northwestern Railway Co.'s new safety
program.

don't, you'll never know what
causes the big ones."

RESPONSIBILITY for safety
on the C&NW has been delegated

directly to line officers and su-
pervisors in the field. This con-
cept, while not unique, has cre-
ated a greater awareness of the
importanc e of accident preven-
tion at the level where accidents
occur.

T. L. Waugh, manager of train

accident prev ent ion programs,
pointed out that one of the rea-
sons for separation of the safety
department from the operating
branch was to establish an un-

biased department to perform as
a quality control agent. "We are
working for the same goal of
maximizing profits," Mr. Waugh
said. "The operating department
is consistently combating train

accidents but is also responsible
for operating a complex trans-

portation system. The train acci-
dent prevention programs func-
tion, on the other hand, is not
under the constant operating pres-
sures. Therefore, we can thorough-
ly analyze all accidents and devel-
op long-range, remedial programs."

From an early study Mr.
Waugh learned that about 18%
of all train accidents accounted

for 85 % of the total dollar losses.

Further analysis of the entire
11,577 miles of C&NW track
showed that, in effect, the rail-
road could best be examined as

two different railroads from a

safety engineering standpoint.

RAILROAD NO. 1, as it be-

came known, consisted of 20 % of
the mileage and carried 80 % of
the traffic. It also represented
the major train accident problem.
Railroad No. 2, comprising 80%
of the mileage, presented less
hazards and was less traveled.

Consequently, because the
C&NW divided into two railroads

with different safety factors, prior-
ities for improvements are based
on what has become known as the

Railroad No. 1/Railroad No. 2 con-

cept.

One track safety program em-
ployed by the C&NW, as well as

most other railroads, includes the
use of induction and ultrasonic

rail-test equipment. These de-
vices detect hidden rail defects

and, in effect, "inspect safety
into the railroad." The C&NW

was one of the first users of such

inspection equipment, beginning
its program about 1929.

Another aspect of the track
safety program involves use of a
special track measuring car that
scientifically measures alignment,
gauge, cross-level, wrap, and sur-
face of tracks. The C&NW, Mr.
Waugh said, sets its own standards
for acceptability of such measures.
The car accurately rneasures the
conditions of the track under load

and records them graphically on an
analog tape. The information is
used to determine track mainte-

nance programs.

THE OTHER MAJOR area of

Continued on page 54
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Insurer offers a mini'

D&0 for small firms
INDIANAPOLIS-A n insurer

here has introduced what it calls
a "mini" directors and officers

policy for small commercial, fin-
ancial and industrial risks. Ac-

cording to the insurer, the policy
is "mini" only in price and de-
ductible; the coverage is the
same as that afforded under the
company's regular program,
which remains in effect for

larger corporations.
American States Insurance Co.,

underwriter for the "mini" d&0
cover, announced that the policy
is designed for financial institu-
tions with assets of $40 million or
less and for modest-sized nonfi-

nancial corporations with assets
of $10 million or less. Minimum
requirement is $5 million in as-
sets.

Features of the policy, accord-
ing to Thomas F. Sheehan, an
assistant vp, include a $1 million
and a $5,000 deductible; the com-
pany's regular d&0 plans offer
the same coverage with a $20,000
deductible.

MINIMUM COSTS of the "mini"
plan is $7,500 for 3 years of cov-
erage at $1 million, Mr. Sheehan
said. This compares with a $1,750
premium for the regular plan on
the same time and limit basis.

The assistant vp also said,
"The coverage currently under

Parent sues

over waiver

of liability
HOUSTON-A $100 million

lawsuit has been filed here over

a school tour liability form.

Attorney William C. Shead
said in a petition filed in district
court against the Houston City
Council of Parents & Teachers

because the organization declined
to allow his 10-year old daughter
to make an educational bus tour to

Huntsville, Tex. on Nov. 1, 1968,
along with other students from
her school because he declined to

sign a blanket release form waiv-
ing any liability or responsibility
on the, part of the defendant.

"It is such a release that no

conscientious parent who is con-
cerned about the welfare of his

or her child could in good con-
scious sign," the petition said.

MR. SHEAD SAID in the suit

that he scratched out the obj ec-
tionable portion and returned it
along with the request fee of
$4.50, but it was not accepted.

The attorney claimed his
daughter was thus "subjected to
terrible disappointment, humilia-
tion and embarrassment," was
unable to do her homework and

suffered mental anguish.
"By presenting this cruel hoax

to this child, this organization
has been guilty of interfering
with the proper parental supervi-
sion of and over this minor

child," the petition said.
Mr. Shead said in the suit he

was asking for $25 actual dam-
ages, but "due to such vicious
interference with proper parental
supervision," he was asking for
an additional $100 million in pu-
nitive damages.

THIS IS TO prevent effective-
ly the defendant frorn again en-
gaging in such activities.

"I believe the release is some-

thing the school system requires
to release it from liability," said
Mrs. Charles Rives, president of
the Houston City Council of Par-
ents and Teachers. •

our policies is much broader than
our competitor's, not based only
on the broad coverage set forth
in the policies, but when viewed
from the applications in use by
our competitors.

"Our coverage is available as
long as there is one innocent par-
ty in the group of directors and
officers," Mr. Sheehan explained.
As for past acts, the assistant vp
said, a number of d&0 insurers
do not provide coverage for acts
by "any" director indicating the
probability of a claim.

The American States "mini"
d&0 plan always has a coinsur-
ance factor of 95-5 beyond the
deductible. This feature is in-

cluded, Mr. Sheehan said, "to re-
tain the sincere interest of the
directors and officers." .

Hearing called
for air trip writers

NEW YORK-The state

insurance department here
has summoned 12 air trip ac-
cident insurance policy writ-
ers to a hearing to inquire
into the sufficiency of bene-
fits paid under policies writ-
ten at airline terminal count-
ers.

Apparently the department
has profitability in mind. In a
notice of the hearing it noted
that experience loss data for
the years 1961 through 1968
shows that less than 26 cents
of each premium doLlar col-
lected for air trip accident in-
surance was paid out in bene-
fits.

"A loss payment ratio of
less than 40 cents for each
premium dollar is unreason-

able for this kind of insur-
ance," the notice stated.

Second plane in Allegheny
crash has $1 million cover

CHICAGO-The light plane
flown by a student pilot that had
a midair collision with an Alle-
gheny Airline DC-9 southwest of
Indianapolis is reportedly insured
by Insurance Co. of North Ameri-
ca, it was learned. INA refused to
confirm the information because
of litigation now pending on the
crash.

The liability limit of the INA
coverage is $1 rnillion, according
to an aviation insurance broker.
There were no survivors of the

crash; 83 persons were killed.
Since the accident, Sen. Vance

Hartke (D., Ind.) has estimated
that the crash will cost almost $10
million, including the $5.5 million
for the airliner. That amount of

money, according to the senator,
is more than it would cost if Con-
gress approves his air-traffic con-

trol bill, which would require
controllers to retire at age 50 or
after 30 yearsservice and offer a
$2,000-a-year bonus for work per-
formed at high-density metropoli-
tan-area airports.

THE SMALL plane involved in
the Allegheny crash, a single-en-
gine Piper Cherokee, was regis-
tered to the Brookside Air Service

at McCordville, Ind. The pilot was
identified as Robert W. Carey of
Indianapolis, a plumber, who was
a student pilot with 30 to 40 hours
of flight time.

In the Nov. 10, 1969, issue,
Business Insumnce reported that
as many as 99,000 small plane
owners buy little more than car
insurance liability protection-
$100,000-$300,000-and few buy as
much as $1 million cover. •

Everyone has the same tools to start with.

tifiE{j...

How skillfully they're used makes
the difference.

THE CREATIVE APPROACH TO BUSINESS INSURANCE

®DIA
DETROIT INSURANCE AGENCY

7650 SECOND AVENUE, DETROIT, MICHIGAN 48202
CHICAGO • NEW YORK



insurers' group blames inflation for injury cost iump
NEW YORK-The Insurance

Information Institute blamed in-

nation for the continued steady
rise in economic loss from work

injuries in the face of a slight
decline in the number of such
accidents in 1968.
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The institute also reported that
deaths caused by aircraft acci-
dents increased from $1,614 in
1967 to 1,725 in 1968 and that
embezzlements have climbed to

almost $5 million a day. In addi-
tion, all but one major business

Flash® Deicer melts ice fast at low temperatures.
After the ice has melted, Flash remains as an anti-
freeze to prevent ice formation. Flash contains
chemically active abrasives which skidproof ih-
stantly on contact but do not leave a residue. Flash
does not harm lawns, cured concrete, or blacktop.
ORDER TODAY: FREE $24.95 Spreader with initial
order for five 400-lb. drums at 14¢ per lb.; 100-lb.
drums available at 15¢ per lb.

RANCO INDUSTRIAL PRODUCTS CORP.
13271 Union Avenue, Cleveland, Ohio 44120
Phone: (216) 283-0300 TWX: (810) 421-8468

Western plant of OAKITE PRODUCTS, INC., City of Industry. Calif.

IRM SERVICE KEEPS POLICYHOLDERS SOLD

Thousands of managers of large properties have found that

"lt Pays to Insure with IRM."

Now, as an added service, IRM is making its unexcelled facilities

available to the owners of moderate size properties... starting at

$150,000. Contact a Member Company for further details.

IMPROVED RISK MUTUALS
15 NORTH IROADWAY . WHITE PLAINS, N. V 10601

BRANCH OFFILES: ATLANTA· CHICAGO •'DETROIT •LOS ANGEIES • SAN FRANCISCO

Contact o Member Company
American Mortufacturers Mutual triwince Co.

Ce/rol Mutual Insurance Company

Employer, Mutual Casually Company

Grain Deolers Mutual Insuronce Compon,

Indiana lumbermens Mutual Insurance Company

Iowa Kempe, Me,01 Insurance Compon,

Iowa National Muiual Insurance Company

lumbermens Mutual Cowelly Company

The tumbermens Mutual Imurance Company

Michigan Miller$ Mutual Inturonce Company

Michigon Mutual Liability Company

The Millers Muluot Fire Insurance Company

Northweuern Mutual Inwrince Company

Pennsylvania Lumbermens Mutual Inwrance Co.

Penniylvania Miller: Mutual irturonce Com:ony

Utica Mutual Inturence Company

insurance categories showed re-

cord increases in premium vol-
ume written.

"The total work force has in-

creased steadily while the value
of the dollar has declined," said
the institute in its booklet enti-
tled "I r surance Facts-1969."

"Applying these factors in terms
of a constant 1957-59 dollar, the
cost of occupational accidents av-
eraged about $76.07 per worker
in 1968 as compared to $71.01 per
worker in 1944."

The rate of injuries per 100,000
decreased by 63 injuries from the
1967 level of 2,961. Fatalities
dropped .3 to 18.8 deaths per 100,-
000 workers.

REVERSING the decreasing
trend of the previous two years
the total number of deaths in-

creased by 100 fatalities to 14,300
in 1968. This fatality increase
was related to the ninth succes-

sive rise in volume of employed
labor in 1968.

The total cost of work acci-

dents was compiled from direct
costs such as wages lost and
medical expenses, as well as in-
direct loss resulting from damage
to equipment and materials, pro-
duction delays, time lost by other
workers not involved in the acci-
dent and the administrative costs
of insurance.

According to the Institute com-
mercial and private aircraft acci-

Manitoba

may provide
auto plan

WINNIPEG, Manitoba-Mani-
toba probably will introduce a
public auto insurance plan next
spring unless Canada's private in-
surance industry can suggest a
better way to lower current pre-
miums.

The private insurers are being
given an opportunity to present
alternatives to public insurance at
a series of hearings that opened
here.

Government Services Minister

Howard Pauley, chairman of a
government committee investigat-
ing all aspects of auto insurance,
told the first hearing that Manito-
ba is far from satisfied with pres-
ent private auto insurance plans.

He said the committee's terms
of reference called for it to inves-

tigate whether,a government auto
insurance plan is feasible in Man-
itoba, but the government may
refrain from entering the car in-
surance business if private com-
panies can improve their plans to
the point where they are better
than a government program.

"It must be shown to us that
some other form of insurance will

do the job better than a govern-
ment plan. If it is demonstrated to
the committee and to the govern-
ment that some other approach is
workable, then that is the ap-
proach that will be utilized." •

Pownall, 81, dies
Horton C. Pownall, 81, semi-

retired partner of Pownall, Tay-
lor & Hays Insurance Agency,
Portland, Ore., died November
10. Born in Pomeroy, Ohio, he
entered the insurance business in

1912 when he came to Portland
and spent the next 57 yearsin
the field. He served the firm in

an advisory capacity since 1963,
when he became semi-retired. In

1933, he set up the first insurance
coverage for doctors and dentists
for professional liability and
disability.

dents in 1968 resulted in 211 more

deaths than 1967's 1,614 aircraft
fatalities. Private aircraft fatalities

increased to 1,374 while deaths

caused by commercial aircraft ac-
cidents reached 351.

Embezzlement loss estimates

have climbed to almost $5 million
dollars a day resulting in a $1.1
billion yearly loss, the booklet
stated. These figures indicate a
$1 million increase in embezzle-

ment losses per day over 1967,
the institute estimated.

All but one major business in-
surance categories showed record

increases in premium volume
written. Leading all the catego-
ries was workmen's compensa-
tion, which rose to nearly $2.9
billion, an 11.5 % increase over its
1967 level.

Other major business insur-
ance categories registered prem-
ium volume totals as follows:

CE,NW ...
Continued from page 52
train accident prevention deals
with reducing the mechanical or
equipment failures in rolling
equipment.

The C&NW continually re-
views car inspection practices
and car inspector requirements
and in one instance inspectors
were added at a critical location.

These inspectors found numerous
defects which, if not detected and
corrected, could have resulted in
serious derailments.

To further help reduce me-
chanical failures, the C&NW re-
stricts "old" (built prior to a
specified date) cars and certain
"hazardous" loads from its fast

trains.

THE MECHANICAL safety

program, Mr. Waugh explained,
also includes:

. Hot-boz detectors which elec-

tronically measure the heat of each

journal on all passing trains. There
are 30 strategic locations on the
C&NW where such measurements

are automatically taken and re-
layed to the nearest readout point.
If a hot-box is detected, the dis-
patcher monitoring the detector
readout sets a wayside signal to
stop or radios the train telling the
crew exactly which journal on
which car is reported defective.
The cost of installing and maintain-
ing hot-box detectors represents
a substantial investment in safety
by the railroad.

. Loose-wheel detectors, like

hot-box detectors, relay informa-

Ocean marine insurance, $365
million; crop-hail insurance, $126
million; fidelity bonds, $140 rnil-
lion; surety bonds, $345 million;
and boiler & machinery insurance,
$103 million.

COMMERCIAL multiple peril
insurance showed a 20.8% in-

crease over 1967 to $940 million
in 1968.

Fewer businesses failed in 1968

than in any year since 1953. This
represented a 22 % decline in busi-
ness failures since 1967.

The decrease caused a 25.6%

drop in dollar liabilities resulting
from business failures from 1967,
reaching a nine year low of $940

million. Liabilities averaged $97,-
654 per failure.

Statistics show that 9.636 busi-

nesses failed in 1968, a ·rate of 39
failures for every 10,000 busi-
nesses. I

tion about the exact wheels that

are loose to a readout station

which then inforrns the train crew

about its problem wheel.
. Hot-box simulators are the

nnost recent innovation of the

C&NW and work as a check on

the detector system and the train
crews. Now in the testing stage,
these devices will become part of
the efficiency testing program.
Placed on a car, a simulator ap-
pears to the hot-box detector as a
hot-box, thus setting into motion
the procedures for stopping a
train. This procedure will ensure
that detector equipment is oper-
ating properly and that the per-
sonnel follow the prescribed safety
procedures.

Yet another part of the fight to
eliminate train accidents on the

C&NW is the use of radar, which
checks the speed of a train, Mr.
Waugh said. These portable de-
vices can be used by operating
officers over the entire railway
system.

The progress of the C&NW's
accident and loss prevention ef-
fort can be traced directly back
to the thinking given this area by
the railroad's top officials. The
emphasis given this function
shows to every employe the de-
gree of concern for safety by top
m an agement. Translating this
concern into effective detection

and loss prevention programs has
already proven successful in the
area of personal injury cost re-
duction. Further reductions, over
the long term, are expected as
the program moves into high
gear on all fronts. •

classified advertising
RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure alt cap lines (maximum-two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago 08ice not later than noon, Monday 7 days preceding publication
date. Published every other Monday. Display classgied takes card rate of
$17.00 per column inch, and card discounts on size and frequencv.

Help Wanted

ARE YOU INTERESTED IN GROWING ! !
THEN GROW WITH US ! !

C. B. Lilly, Incorporated, Corporate Insurance Management & Advisory
Services, needs a Property specialist, experienced in handling FM,
FIA, other major Fire markets, Ocean & Inland Marine, Boiler & Ma-
chinery, for major commercial and industrial accounts-salary open
-New Jersey location-Tel. No. (201) 673-4111 or (212) 964-4565-
complete resume required.

CALL ONLY IF YOU'RE INTERESTED IN A
CHALLENGE AND IN PROVING TO

YOURSELF THAT YOUR WORK
IS MEANINGFUL!



1@0 *Mold *r. . Santa's and Mr. Za's.

Some clients even think of Z-A and Santa in the same general terms.

Not because Z-A has given anything away. It hasn't. And

it won't. But Z-A gives fast, fair claim service Around-the-

Clock... and around the world.

And Z-A will be giving you service tomorrow... and the

next year. The same old original un-merged, un-

ZURICH·AMERICAN
N ..A·.1 i 41.4 S

conglomerated company that simply specializes in providing depend-

able protection. Nothing else. Comforting thought.

Santa Claus we are not... But we do get fan mail... even

from claimants ! Isn't that something? Makes us believe in

Santa Claus.

ZURICH INSURANCE COMPANY

AMERICAN GUARANTEE AND LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY

ZURICH AMERICAN LIFE INSURANCE COMPANY
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-our

business insurance
is immune

to the
generation gap.

111 With the world moving
 as fast as it is, yester
day's answers don't
always bridge the gap.

That's whereAllstate

can help, with a tuned-
in new way of looking
at your business
insurance.

Allstate sells just about
all of the kinds of insurance

your company needs.
After a few short years of

staffing up, we're ready to

Allstate Insurance Company

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

Our men are

specialists. Handpicked.
Experienced.Valuable.

Just maverick

enough to bring you a
fresh and helpful point

of view. And probably able
to save you money in the
bargain.

It will pay you to talk to
Allstate. Call us, won't you ?

A I Istate
BUSINESS INSURANCE


