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for buyers of employe, property and liability protection / pension investments/financial services

Teamsters ask $22.50
weekly increase for
welfare, pension funds

United States Steel Corp.'s basic oxygen furnace shop in Gary, Ind., was the scene of tragedy as three
workers were killed and five others iniured in the collapse of an air oollution control pipe. The fallen pipe,
16 feet in diameter, caused damage estimated at $3.7 million and forced U. S. Steel to shut the plant
do4n. Officials of U. S. Steel said the company is self-insured for wirkmen's compensation, property dam.
age and business interruption. -Gary Post-Tribune

Aetna will continue to insure

commercial autos in New Jersey
HARTFORD-Aetna Casualty

& Surety Co. will continue to
write and renew commercial auto

and truck insurance in New Jer-

sey despite the fact it will stop
insuring private passenger vehi-
cles in that state sho>tly.

A source at Aetna told Busi-

ness Insurance that the official

answer to the question "Will
Aetna continue to write commer-

cial auto insurance?" is: "At this

time we plan to continue. The

experience is somewhat better
and the rating needs are not as
great. As you know, we have
greater flexibility in the area of
commercial auto insurance than we

have in private passenger areas "
The company, which insures

some 88,000 private vehicles In
New Jersey, recently announced
it would not renew policies here-

after when they becanne due be-
cause it has not been granted a
rate increase since April, 1966.

W. MORGAN SHUMAKER, as-

sistant deputy commissioner of
insurance for the state, has e -
tended an invitation to W. 0.

Bailey, senior vp of Aetna, to s_t
down and talk about the decision.

Mr. Bailey expressed a willing-
ness to accept.

However, a source at Aetr-a

Nocompforthewicked
OKLAHOMA CITY-An Oklahoma hotel bell captain who was

shot during working hours by a prostitute for whom he procured
without the hotel's knowledge cannot recover workmen's com-
pensation because the injury was not in the course of employ-
Lent, the Oklahoma supreme court ruled in the case of Jackson
v. Dudley.

The bell captain made arrangements with women to work as
prostitutes at the hotel and shared in their earnings, renting two
rooms for the women.

On the date of the injury, claimant, upon reporting to work at -

7: 15 p.m., was told to "check 601 because she was out of order."
He went to the room and found one of his prostitutes intoxicated.
He attempted to sober the woman by giving her milk, but after
a few swallows she said she could not take any more and wanted
the captain to secure more whiskey for her, which he declined to
do. As he began to leave the room, the prostitute shot him twice.

Justice Hodges ruled that the captain "was performing no
duties in connection with his work as bell captain. There was no
disturbance interfering in any way with safety or comfort of

guests of the hotel," therefore the injury "did not arise out of
and in the course of the claimant's employment."

said, "This ( decision to stop writ-
ing business) is presumed to be
pretty hard and fast. We would
not have announced it had we

not intended to stick by our guns
until we get some rate relief."

Sources at other companies
that insure private cars in New
Jersey, Travelers and the Hart-
ford Group among them, said
they had no present plans to fol-
low Aetna's lead. The Aetna an-

nouncement did not provoke any
immediate response frctrn Gov.-
elect William Cahill. •

Pan Am completes
last-ditch 747 cover

NEW YORK-Pan Am World

Airways, which as late as the
second week in January had not
wrapped up its $100 million lia-
bility cover on the first Boeing
747 which goes into service Wed-
nesday (Jan. 21), completed the
deal last week in what is believed

to have been a last-minute flurry
of insurance activity.

Details, however, were not av-
ailable at press time.

In a related development, Bus-
iness Insurance learned that the

recent Pan Am 747 proving flight
to London on which 361 passeng-
ers were aboard had no ;'special"
liability insurance. Most of the
passengers were Pan Am em-

ployes (even a dishwasher was
among them), who are covered by
company travel/accident policies

with limits based upon salary.
The remaining (about 10 % of

the load) were FAA officials who
made the trip for certification pur-

poses. .

WASHINGTON-The Interna-

tional Brotherhood of Teamsters

is seeking a whopping $22.50
weekly increase per employe in

employer contributions to the
union health/welfare and pen-
sion plans.

The benefits portion is coupled
with a 75 % overall wage increase
demand, which was presented by
acting Teamster prsident Frank
Fitzsimmons to Raymond Beagle,
chief negotiator for the Trucking
Employers Inc. at the opening of
1970 contract negotiations held at
the Washington Hilton Hotel.

Mr. Beagle placed a $9 billion
dollar price tag on the union
package-that, if agreed to by
the truckers, could conceivably
cause freight rates to j ump 82 %
over the life of the contract.

"What we are asking for," said
Abraham Weiss, research direc-
tor for the Teamsters, "is a $3.75
weekly increase per employe in
employer contributions to our
health and welfare and pension
funds in each year of the pro-
posed three-year contract under
negotiation."

A BARGAINING start, the de-
mand is the first in a two-and-

one-half-month haul. The pres-
ent national master freight con-
tract expires March 31. Mr. Fitz-
simmons declared that the un-

ion's demands are the result of

"the best thinking of the mem-
bership on what it needs to main-
tain its present standard of living
in a marketplace with ever in-
creasing prices."

"We requested no specific
changes in our benefits pro-
gram," Mr. Weiss explained,
"but, rather, we asked for an
increase in employer contribu-
tions to our benefits funds be-

cause their control rests solely
with their trustees.

"Whatever benefits increase

we win will be turned over to

these trustees on the local level,"
he said. "They Will decide

whether to beef up their existing
plans or institute new ones ac-
cording to the needs of the local
members covered by the plans
they administer. The national of-
fice does not tell the trustees how

to spend this money."

Asked how the union came up
with the "magic number," Mr.
Weiss said, "We sent out a
hundred proposal agreements to
the 350-odd locals (450,000 mem-
bers) affected by the contract
under negotiations. They held
general meetings in which their
membership expressed their sug-
gestions and needs to be incor-
porated into the proposal agree-
ments.

"THE ENSUING five feet of

proposal agreernents were care-
fully reviewed by our central ne-

goitating and policy committee
here in Washington." From their
review the members of the na-

tional committee developed a
consensus of the local members'

proposals. The locals were then
asked to send two representatives

each to a national meeting late
last year. "They ratified the con-
sensus proposal, and that's what
we are going with in the negotia-
tions now," he said.

The same consensus method

was used in the development of

the wage increase demands, Mr.
Weiss declared, denying any in-
fluence from the independent
Chicago Truck Drivers Union,
whose 1967 hold-out forced rene-

gotiation of the national master

contract resulting in a bigger
wage boost than that settled for
by the Teamsters.

Edward Fenner, executive di-
rector of the Chicago-based union,

was present during the meeting
between the Teamsters and the

Trucking Employers' negotiators,
Continued on page 26

Big cake

for Tiny Tim
SAN FRANCISCO-The cake

produced by Wilmington, Del.,
baker Hugo Immediato for the
now famed wedding of Tiny Tim
and Miss Vicki was insured for

$1,000.

Everything went well and the
8-foot-high cake arrived safely

in New York for the wedding
. . . and Fireman's Fund did not

have a claim to pay!
Hugo and his brothers, Al and

Nick, known in Wilmington as

the Three Little Bakers, obtained

a trip transit insurance policy on
the cake through Fireman's Phil-

adelphia branch.
The 300-pound confection had

been dismantled for the j ourney.
Each section was carefully

packed in a tub of granulated

sugar, to absorb road shock. Rid-
ing with the cake in the baker's

station wagon was agent Frank

Dolson of Goldsborough-Barr &

Dolson Co., which placed the in-

surance coverage.

The bakers also are profession-
al acrobats. Once in New York,
the three used shoulder stands to

put the tiny figure of bride and

groom on top of the assembled
cake. •



Businessmen hard pressed by thefts
I.

on all levels. seek varied solutions
NEW YORK-Stick 'em up, seek some solutions. telephone system was being set

Mr. Businessman. You're sur- "The industry must answer up so that anyone who wanted to

rounded. the challenge and declare all-out eheck on a particular stock

The Mafia, petty thieves, war on crime," said Frank G. would be able to make the neces-

long-term embezzlers, the com- Zarb in the opening speech of the sary calls and have the informa-

puter j immying expert, and the conference. Mr, Zarb is chairman tion immediately be'ore a trans-

junkie have slipped into almost of the Joint Bank-Securities In- action is made.

every department of your com- dustry Committee on Securities
pany as trusted employes. Even Protection. HE STRESSED the importance

some of the armed guards take a "There has been a lack of com- of awareness and said there must

walk for a price. munication in the industry. We be tighter managemens control

They've all come together to have to join forces and come to and a keen eye on emplcyes.
cost your banking, investment, grips with this problem." "Remember," he said, "a se-
brokerage and security firms $37 He said that stock certificates curities theft is almost always an

million in theft losses this year. have to go through too many inside job."

In 1966 that figure was only $9 hands in trade negotiation. Robert N. Morgenshau, U.S. at-

million. The New York Stock Ex- torney for the Southern District

change alone has lost $23 million "CERTIFICATES go to the of New York, said shat the ene-

in securities. stapling department, then they my within was creating a wh6le
are numbered, then they go to new type of crime.

SPEAKERS fired these figures the transfer agent and back to, "The theft and sale of common

at financial industry executives the broker. That's taking too stock is the new 'bank robbery'

attending the Security Control many chances," he said. today," Mr. Morgenthau said.

Conference held at the New York He hopes that eventually the "The modern-day alternative to
Hilton recently. About 400 bro- paper certificates, which are ne- the armed bank robber requires

kerage and bank officials came gotiable and just as good as cash, no gun, no getaway car, no bra-

to the conference to discuss the will be eliminated. vado, but can generate an illegal

industry's massive problems and Mr. Zarb disclosed that a watts wealth that Dillinger and Baby
Face Nelson wouldn't have

dreamed of."
He noted that Dillinger's entire

life-long take was about $200,000,
but that in the first rnajor stock
theft, which occurred in 1962,
embezzlers made off with $300,-
000.

Mr. Morgenthau outlined the
typical theft.

FURSORGEPFLICHT"

*(the obligation of an employer to take care of his employees)

Pension plans are part of providing for the future financial
security of employees. And TPF/C has just published its

survey

is unquestionably the most authoritative account of its
kind. The survey includes details on the pension plans of
over 700 companies in Germany.

Copies of the complete survey (available in German lan-
guage edition only) can be purchased for $250. For your
copy(oradditional information)writetoTPF/C Publications,
3 Penn Center, Philadelphia, Pennsylvania 19102.

TP TOWERS, PERRIN, FORSTER & CROSBY
international consultants to management

 0Ces ill UNITED STATES, CANADA and WESTERN EURCPE

"FIRST, a back-cffice employe
of a major New York brokerage
house-usually young with ex-
pensive tastes-is approached in
a local bar, encouraged, befriend-
ed and corrupted," he explained,

This employe, who has access
to all proper forms and channels,
takes stock shares out of the
vault under the pretense that
they are to be transferred to a
new account. The stocks are
transferred and certificates are

mailed to the new owner, who is,
of course, a confederate in the
crime. He sells the stock and

then the money is handed out.
Money from illegal sales is

usually split between the person
in the bank, the seller and an
organizer of the operation.

"The organizer is fairly safe,"
Mr. Morgenthau said. "Even if
the confederates are caught, the
organizer's word is supported by
an unblemished record of citizen-

ry"

ALTHOUGH the high-level or-
ganized crime members can hide
behind legitimate businesses, the
low-level henchman usually be-
gins to acquire a record. Security
Control Conference speakers con-
stantly emphasized the need for
ernployers to nnake intensive
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background checks on new peo-
ple.

"This doesn't mean you have
your personnel gal call up the
personnel gal at the company
that previously employed the
person," said Philip J. Hoblin, in
one of the conference's 14 ses-
sions. Mr. Hoblin is vp, secretary
and general counsel of Shearson,
Hammill & Co., a brokerage firm.

He suggested that employers
try tc go back ten years on per-
sonnel checks, adding the ex-
pense of private investigating
would be worth it in the long
run. He said that the industry
should push hard for the availa-
bility of Federal fingerprint files.
"I think the industry should be
jumping up and down like a
four-year-old child having a tan-
trum and demand Federal fin-
gerprint availability," Mr. Hoblin
said.

As it stands now, local finger-
print files are available. But if a
person is a long-time criminal of
another state, the company would
never know.

VINCENT GILLEN, president
of Fidelifacts of Greater New
York, which is a private investi-
gating firm, urged management
to keep a close watch on em-
ployes even if background checks
cleared them of suspicion.

"Look at your employe's lives,"
Mr. Gillen said. "Be aware of

changes. Drinking, divorce, drug
addiction, sudden outside invest-

ments could indicate financial
trouble."

Sgt. Tom Dolan, head of the
stock & bond unit of the first
precinct of New York City, sug-
gested that companies offer fin-
ancial help to employes in trou-
ble.

"We encourage employers to
loan money," Sgt. Dolan said.
"Because this help isn't offered,
an employe will go to someone
down the street. The lender gives
him the money, but the following
week says, 'Pay it all off or else.
Bring us some of that paper out
of your company: So he does it
to protect himself and his fami-
ly."

THE EMPLOYE in trouble, the
employe who is an implanted
arm of a crime syndicate, and the
employe tempted on a spur of the
moment crime all have one thing
-a complicated paper society .so
knotted in red tape and office
bureauocracy that crime is al-
most impossible to trace. Crimi-
nals don't have to fight the sys-
tem. The system is killing itself.

The best example of this is in
the computer rooms of financial
industries. Industries have gone
ultra modern with electronic de-

vices that supposedly save time
and energy. But the physical
handling of this paper is causing
havoc.

"The industry just hasn't kept
up with the machines," said
Eugene P. Dougherty, secretary

Continued on page 25
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With the Versatile Coverage of
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Specialists in all forms of

AVIATION INSURANCE
The Aviation Insurance Market grows - and grows.
AIM can fitthecoverage precisely to your client's needs.
No matter how complex, AIM's experts get right to the
heart of the problem. No matter how difficult the risk,
AIM's resources will work for your profit.

Serving insurance agents and brokers only - no direct business

AVIATION INSURANCE MANAGERS, INC.
C. ANTHONY WINSER, Executive Vice President
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Inflation, survivor benefits: pension problems
WASHINGTON-Concern with

inflation, a tendency toward fi-

nal-average pay plans and survi-
vor benefits increases mark in-

dustry's current strategy for pen-

sion plans, according to a survey
completed late last year by the
Machinery & Allied Products In-
stitute here.

The trade association conduct-

ed the pension plan survey among
60 members of its industry re-
tations council. MAPI attempted
to find out in what directions

companies were taking their pen-
non plans in response to "the
acute problem of the annuitant
whose fixed income has been

rapidly eroded by the inflation
which has accompanied those un-
oroken years of affluence" which
have produced the prosperous re-
tirement plans now prevalent in
industry.

Pension plans based on the
'last five years of service or the
best five of the last ten years"
are utilized by 55 % of the re-

spondents to the survey. Several
of those who listed their plans as
"final-average" reported that this
approach was utilized along with
several other factors such as the

following: "A plan with three
formulas including career aver-
age, a flat amount per continuous
years of service, and a final-av-
erage forrnula. The forrnula which
provides the greatest benefit is
used in the calculation of an em-

ploye's benefits."

THE SURVEY reported that
30% of the survey respondents
base their salaried employes'

pension plans on a "career-aver-
age" formula. Career-average plans
are not being used exclusively, be-
cause, as the survey noted, "even
witii the use of a career-average
pension plan, concern with the im-
pact of promotional increases and
inflationary adjustments leads to
modifications." Several survey re-
spondents noted variations built
into their career-average plans in-
cluding:

• A plan with updating of

salary applicable to early years.
• A plan based on a modified

average of.the last 25 years.
• A plan with a five-year

"updatement" provision, i.e., past
service prior to a given date
every five years is adjusted to
salary in effect on that date with
a career average for future serv-
ice.

Ten percent of those respond-

ing to the MAPI reported a re-
cent change in the fornnula of
their pension plans from a ca-
reer-average base to a final-av-

erage based plan. The respond-
ents also noted the trend away

from the career average plan. As
the survey noted, "as inflationary
pressures affect salary levels and
cost-of-living for retirees, a pen-
sion benefit based on career av-

erage may-if not adjusted from
time to time--result in inadequate
benefits during retirement."

Retirement plans no longer de-
pend on the pension plan as their
principal source of income, the

survey noted, as 53 % of the com-
panies polled cited "alternative"

Agencies merge
Riggs-Warfield-Roloson Inc. and

Michaels, Fenwick & Downes,
Baltimore insurance agencies, have
agreed to merge. The new firm,

which principals say will be the

largest locally owned independent

agency in the Maryland-Dela-

ware-Virginia area, will do busi-

ness under the name Riggs, Coun-

selman, Michaels & Downes.

or "supplementary" plans based
on principles different from their
salaried pension plans which their
include in their retirement plans.
Such supplemental plans include
thrift or savings plans, and profit-
sharing plans, as well as other "de-
ferred compensation" plans.

THE SURVEY POINTS up a
marked increase in the usage of
these supplementary plans, not-
ing that its predecessor, a MAPI
survey of 1964 turned up "only a

handful" of companies which had
supplementary plans. About 20 %
of those companies having such
alternative plans revealed that

they had adopted the new plans
in the last year or so.

Companies polled by MAPI
stated that they were looking
into many new forms of alterna-

tive plans in order to strengthen
their retirement plans, noting
that more widespread use of sec-

ondary plans ( such as savings,
profit-sharing, etc.) would con-
tinue in the future.

MAPI discovered a pervasive
concern with inflation among

firms as far as the adjustments
they use to counteract its affect
on their pension plans. Two per-
cent used a cost-of-living adjust-
ment, eight percent relied on a
variable annuity feature in their

plans while a whopping 52 % of
the companies polled depended
on periodic adjustment of the
pension plan at their manage-
ment's discretion.

"It is the rare exception," not-
ed the report, "among the plan
providers surveyed to adopt pro-
visions that would automatically

increase benefits with increases in

the cost-of-living. By the same
token, the survey reveals that vari-
able annuities, although widely
publicized, are not in widespread
use either."

PERHAPS THE MOST signifi-
cant insight provided by the
MAPI survey was that change is
endemic to the pension plan. Six-
ty-eight percent of those compa-
nies polled had made some form
of change in their pension during
the last 18 months, according to
the survey. The percentage of
employer contribution, Social Se-
curity offsets, retirement bene-
fits, early retirement provisions,
vesting provision, and widow's or
spouse's benefit provisions were
those areas which underwent some

transformation, the survey noted.

Utilizing employe attitude sur-
veys, relying heavily on the ex-
perience of outside consultants,
and participating in an increas-
ing number of surveys, members
of the MAPI industrial relations

council have come up with a list
of priorities for needed change in
their pension plans. In order they
are survivor's widow's benefits,
attention to early retirement fea-
tures and increase in benefits or

new benefit formulae.

The last area earmarked for

change revealed an unusual cost-
saving feature, a practice not nor-
mally asociated with retirement
plans. Companies noted that "while
generous early retirement features
are expensive there is a possible
saving in easing out long-servive
employes not performing as well
as desired." •

GROUP
HEALTH RATES AT

NEWINGLANDLIFE
WILLSTAYTHE

SAMEFOR
36 MONTHS.

WE GUARANTEE IT.

At New Englcmd Life, group health plans now come with a three-year rate guarcmtee.
Which means that a group (from 10 to 100 people) ccm 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.

New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Massachusetts 02117
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Touchy
Question#33
When the employee who 66always knows what

todo"dies,whatdoyoudo?

You will notice that things once taken
for granted require minute by minute deci-
sions. It'11 seem like an old-fashioned slow-

down, and you won't like it.
If you are fortunate, you'll be able to

piece together a new leadership by relying on
your foremen or even a vice-president or two.
But the prospect of someone suddenly being
able to see the big picture after years of con-
centrating on his own small part is a longshot.

This is where key man insurance c6mes in.
It protects the positions of important

people as fire insurance protects your physical
assets.

For example, one such man might be a
chemist or metallurgist whose scientific know-
how is vital to the manufac-

ture of your product. This 2. » ·,0
insurance will help defray
the cost of finding and train- *H
ing an adequate replacement. 4

Another could be an in- F#M
novator. The designer, or,
inventor, or other idea man
who is keeping your business

ahead of the competition. In this case, the in-
surance could be written in an amount ade-

quate to offset the loss in profit caused by
his death.

A third could be a sales or customer con-

tact man whose customer relationships have
been built up for many years on a basis of
personal loyalty. Cash supplied by this insur-
ance could buy interim planning, perhaps by
an independent consultant, until your firm is
back on its feet.

In short, this insurance will help your
company keep its economic balance by reassur-
ing creditors and stockholders, while provid-
ing cash to offset lost profits and direct costs.

So, what we want to do right now is sit
down and figure out who
the people are that make
your company tick. And then
give them the protection that
indispensable men deserve.

2\ And if we do our job right,
82*.* then that leaves you free to

do your job right.
That's theWausau Story.

WAU SAU-

Employers Insurance of Wausau

We think insurance

ought to work for
a living.

.

.
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Aircraft component manufacturers
arrange $50 million product cover

NEW YORK-Members of the

Aircraft Builders Counsel, a
group of sonne 270 component
part suppliers, are paying a min-
imum of $50,000 a year in prem-
iums for $50 million produzts lia-
bility coverage for the new 747
j umbo jets and other aircraft.

But because liability premiums
are based on total sales of the

suppliers, some big corporations
could be paying between $1.5
million and $2 million for cover-

age, it was explained.
In a twist considered "quite

unique" by ABC members, prem-
iums for the 747 will be spread
over a five-year period ins-ead of
being paid all at once. Since

premium dollars could go into

"astronomical figures," as one

supplier put it, ABC members
won't be tying up all their money
in insurance payments and also
will be able to match payments
more closely to liability expo-
sure.

It was explained that 60 % of

the premium will be turned over
to insurers in the first year of

flight, when the risk of some-
thing going wrong is considered
greatest. After that, 10% will be
paid in each of the next four
years.

THE SCHEME acknowledges
the fact that suppliers incur rela-
tively limited liability during the
period of construction, and so in-

st.rers don't need as much prem-
ium volume in that period.

Because of the big premium
figures involved, it's reported
ttat some of the smaller sup-
pliers are taking a hard look at
whether it's worth it to continue

supp.ying parts for the jumbo
j ets.

Ore supplier sa.d that he's
"qui-e sure" smaller suppliers
are taking a "long Look" at con-
tinuing such business.

ABC members, of course, can
buy less than $50 million cover-
age. Costs start at $2,500 a year
for $1 million coverage excluding
the "target exposure"-i.e., the
jumtc jet. Cost for the minimum
$1 million coverage including the

target exposure is $5,000.
About 20% of the $50 million

coverage will be supplied by do-
mestic insurers (Liberty Mutual,
Employers Insurance of Wausau,
American Mutual and Michigan

Mutual), with the remaining 80%
written by Lloyd's of London and
other British insurers.

Suppliers are still scrambling
for excess coverage over and
above the $50 million.

One U.S. underwriter said that

he understands that Lloyd's is
working on a scheme to provide
$25 million on top of the primary
coverage. •

New unit formed
State Mutual Life Assurance

Co. of America, Worcester, Mass.,
has formed an equity products
unit to market variable annuities

and mutual funds offered through

American Variable Annuity Life
Assurance Co. and SMA Equities
Inc.

Employee euphoria:
Can you profitably
create it?

fyou're like rranyof the companies who have
called us in to help, your employee benefit
program shows as many growth rings as a
California redwood, with new benefits simply
tacked onto old ones year after year.

Such a program may be functional,
but it's probably nothingto shoutabout-and
probably is far costlier than a properly de-
siEned new program would be.

Johnson & Higgins has specialized
in employee benefit planning for over 40
years. We have developed a unique approach

that we call coordinated consulting. It reviews
every aspect of your employee benefit pro-
gram to make sure the value of the entire
program is greater than the sum of the com-
poient parts.

By helping you direct your employee
beiefit expenditures moreeffectively, we help
you achievethe best possible employee bene-
fit program fo- the money. And while helping
you add to your profitability, we also help you
provide greater employee satisfaction. That's
where the euploria comes in.

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

Johnson& Hlogins
In major cities in he United States, Canada, around the wor d, and at 63 Wall Street, New York/

Edwards

named by
can company

NEW YORK-James Edwards

has been named to succeed How-

ard Austen as manager of insur-

ance and loss prevention at Con-
tinental Can Co. Mr. Austen re-

cently left Continental Can to

join Digital Equipment Corp. in
Maynard, Mass.

Mr. Edwards served formerly
as corporate insurance manager
and assistant to the vp of indus-

James Edwards

trial relations at ITT Rayonier
Inc.

"Right now I'm in the middle
of an overall review of Continen-

tal's current loss prevention pro-
gram," Mr. Edwards told Busi-
ness Insurance. "My biggest job
will be maintaining markets at
justifiable costs," he said.

LIKE MANY of his colleagues,
Mr. Edwards feels that the big-
gest challenge of the '7Os will be
the insurance capacity pinch which
shows no signs of abatement. Risk

managers are facing "more deci-
sions on whether a risk, formerly
insured outside the company with
a carrier, cannot be more economi-
cally covered with self-insurance.

"Overall, large corporations
are leaning more and more to-
ward self-insurance as a means

of coping with this problem," he
said.

Mr. Edwards is a director of

the New York chapter of the
American Society of Insurance
Management. In addition, he has
served on a national committee

for the society.

IN MOVING from Continental

Can, whose sales tipped the bil-
lion dollar mark last year, to
Digital Equipment Corp., which
did $83 million in business in
1969 (up from $23 million in
1966), Howard Austen expressed
"tremendous excitement in getting
in on the ground floor of a compa-
ny which is growing so fast."

Like Mr. Edwards, Howard
Austen views the capacity pinch
with alarm in the '70s. "We man-

ufacture small computers pri-
marily, and as a result I will be
dealing with higher concentra-
tions of values in a given loca-
tion-something I haven't had to
worry about before," Mr. Austen
said, in explaining his special prob-
lem in facing the capacity pinch
in the insurance market. •

Group operations
Equitable Life Assurance Society

of the U. S., New York, is re-
structuring its group insurance op-
erations. Group insurance and pen-
sion operations will now consist of

four departments: sales, claims,
services and administration. New

managers for the reorganized de-

partments are R. J. Cusick, sales;
R. J. McCullough, claims; S. J.
Duran, services, and Joe Chaille,
administration, all vps.



66ello,Front esk?

You'vegivenmethekeys
to the wrong wife:'

A myopic desk clerk hands Staff Sergeant Andrews the

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

Enter the master sergeant. Exit everybody's cool.

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

It's only your insurance company.

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

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

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

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

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

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

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

* Consolidated Insurance Companies
345 Adams Street, Brooklyn, New York

Whenyouneed a compan
Not justapolicB

0



HOW LONG HAS IT BEEN-

SINCE you had an objective, independent audit

of your Ccrporate Insurance Program?

Herbert L. Jamison & Co.

90 Park Avenue

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

How to hateh 11
an employee
benefit

program
without

laying
an egg?

Put all

UOU'.
eggs

in one

basket

Tt doesn't take an egghead to know that a worth-
,hile, sustaining employee benefit program

begins with an awareness of what's available in
the market.

Sure ... NWNL ean provide your people
and their families with life insurance-with

hospital and surgical expense coverage,
major medical insurance, income protec-
tion, and accidental death benefits too.

But more than that, our program saves
you needless expense and concern about
claim service. It's geared to your present
and future needs. It's personal and con-

tinuing. Beyond that, our program helps
develop maximum employee understanding
and appreciation of your company's benefits.
When it comes to employee benefits, you can
draw on NWNL's more than 50 years of ex-
perience in this area. We call it "Employee
Benefit Awareness." Write us for a copy.

 NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

BOX 20 • MINNEAPOLIS, MINNESOTA 55440
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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.

• Electric Wastebasket Corp.,
145 West 45th St., New York,
New York 10036, has released a
revised 8-page folder Record Re-
tention Timetable. The folder

opens into a chart which lists the
government authorities and the
specified time the law demands
for the retention of over 165 of-
fice records. The folder also in-

cludes information covering the
legal disposal of important rec-
ords. The folder is available free
when requested on business let-
terhead from the company.

• Industrial Insurance Manage-
ment Corp., insurance consult-
ants, has prepared a booklet
outlining the firms' operating di-
visions including data on the
heads of the divisions and a list

of its customers. For a free copy
write the company at 909 East
Boulevard, Post Office Box 3842,
Charlotte, North Carolina 28203.

e Detectalarm is a product of
Alarmtronics Engineering, Inc.,
154 California St., Newton, Mass.
02195. It is an electronic audio

detection system designed for eco-
nomical protection from burgla-
ry, intrusion and vandalism. For
further information write the

company.

• The U.S. Bureau of Mines

conducted radiation ventilation
studies in six large underground
uranium mines to investigate the
extent of radium exposure expe-
rienced by the rniners and to
analyze the ventilation systems
to see what changes were re-
quired to achieve recommended
radiation standards. Radiation-

Ventilation Relations in Six Un-
derground Uranium Mines can be
purchased for 30¢ by writing the
Superintendent of Documents,
U.S. Printing Office, Washington,
D.C. 20402.

• Safety Inspecting For is a
booklet that discusses types of
inspections, steps in a safety
inspection, and tips on how to
conduct inspections. It can be
purchased for 10¢ from the Su-
perintendent of Documents, U.S.
Printing Office, Washington, D.C.
20402.

• 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.

• 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 IlVIPACT, .write Guyon
Saunders, Computer Claims Con-
trol, Box 9013, Armarillo, Tex.
79105.

• Computal Corp. offers two ex-
ample booklets explaining their
Business Insurance Analysis and
Computer Report services. The
f6rmat of the literature is that of

a questionnaire, which would be
filled out by the customer, and
the actual analysis he would re-
ceive. For further information

contact the company at 175 W.
Jackson Blvd., Suite A2101 Chi-
cago, Ill. 60604.

• 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 ma-
j or revision. The item applies to
window assemblies including glass
block and other light-transmitting
assemblies for use in wall open-
ings to retard passage of fire,
Copies are available from the as-
sociation for 750, at 60 Battery-
march St., Boston, Mass. 02110.

• 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.

• 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 com-

ponents to make up a variety of
systems for a variety of applica-
tions are illustrated and detailed.

Dimensional data and description
of accessories are also included.

Request publication 263-A from
the corporation at 89 Logan St.,
Springfield, Mass. 01101.



• A new line of wrenches fea-

turing a spring-loaded ej ection
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 eompany
for illustrations and information.

• A 27-page, pocket-size book-
let. lagging 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.O. Box 3665, Green-
ville, South Carolina 29608.

Quantities rnay be purchased for
54¢ each.

• 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
computer tapes against fire,

steam, explosion and flood. The
new vault protects tapes with a
temperature less than 140'F. for
at least six hours in a fire expo-
sure equal to the American
Standard Time and Temperature
Test reaching 2,250'F.

* 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 fraudu-
lent associations, gambling, labor
racketeering, loar. 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-
pay'tment of the Chamber of
Commerce of the United States,
1615 "H" St., N.W., Washington,
D.C.

e A new line of safety self-
ejecting keys has been introduced
by Miracle Instrument Co; 1569
Third Ave., New York, N. Y.
10028. A patented spring-loaded
ejection device prevents "flying
key" injuries caused by chuck
keys accidentally left in power
and machine tools when the units
are activated. Information on the

keys, which range in price from
$2 to $5.95, is available from the
manufacturer.

e Companies that spend as

much as 30% of payroll on a
wide range of employe benefits
Aould at least receive a recipro-
cal benefit from those employes
-that of recognition. Benefacts
is a folder of sample brochures
and reports, aimed at the indi-
vidual employe, and explanatory
material on the services of Bene-

facts Inc. in an effort to reduce

the benefit communications gap.
It is their contention that each

employe must be given a dol-
lars-and-cents value to place on
his personal benefits before.real-
ization of them occurs. This, the
company believes, is far more
effective than a general informa-
tion brochure or film, which of-
fers the worker only general
knowledge of his company's ben-
efit program. For your folder
write Walter P. Petersen, 2 N.
Riverside Plaza, Chicago, Ill.
60606.

business insurance. January 19, 1970/9

ASIM learns low eign coverage secrets
By TERESA NORTON

CLEVELAND-The U.S. firm

with branches or subsidiaries

overseas wants basically the
same protection program for its
investment as it has on the do-

mestic scene, Leslie W. Sage, vp
underwriting, American Foreign
Insurance Assn., told a foreign
insurance seminar in Cleveland.

Co-sponsors of the meeting
were the Cleveland/Akron chap-
ter of the American Society of
Insurance Management and the
Cleveland chapter of Chartered
Property and Casualty Under-
writers.

The seminar, one of several to
be held around the country, was
based on the imperative need for
those dealing with foreign insur-
anee problems to not only recog-

nize but also to understand the

different heritages, laws and cus-
toms that govern overseas busi-
ness.

Discussing fire and allied perils
coverage, Mr. Sage said, "The
package policy is a marketing
idea that has its place in some

specific areas of insurance, 'suit it
is a concept that only tends to
muddy the waters of internation-
al insurance programs." Locally
admitted insurance, he said, must
be meshed with appropriate dif-
ference in conditions (DIC) cover
to provide the equivalent of a do-

mestic program. At the same
time advantage must be taken of
special situations in which local
cover provides even broader
standard eoverage than the in-
surance program requires.

FIRE FORMS overseas, he em-

e

The underwriter and the sky diver have
something in common. They both must
know all the risks of their business.

Our business is working with under-
writers to help solve big-risk problems
through reinsurance. There is an excep-
tionally able facultative specialist in one
of General Re's nine offices ready to help

phasized, have one thing in com-

mon: They do not cover fire from
any cause. Excluded causes can
usually be specially endorsed
through payment of additional
premium and more often than
not both the fire and the direct

damage due to the peril are en-
dorsed together, such as riot fire
and riot damage, he said.

"The variations on  explosion
by themselves;' he said, "could
provide enough material for a
separate study." Knowing these
differences is important not ooly
for the insured but also for the

AFIA representative who be-
comes involved with DIC and
must know the exact nature of

the gap that the DIC policy is
bridging.

The majority of overseas areas
require 100% eoinsuranee but

big rialt.

I.,r"* ..1

That's the

GENER

idea.

first-loss contracts.may be ob-
tained in some countries as the
alternative-"a kind of all-or-

nothing approach compared with
U.S. practice, in which a reason-
able choice usually exists," Mr.
Sage remarked.

Property damage policies writ-
ten abroad often contain more

stringent requirements as to the
duties of the assured but others
are in the form of warranties
that, more often than not, are
part of the rating formula and
are related to the technical side

of the assured operation. "They
sound more frightening today
than they really are," Mr. Sage
said, "but I would not like to pre-
tend that they would never be
applied to deny a claim." As long
as they exist there is the possi-

Continued on page 18
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your insurance underw'riter. His job is to

innovate for unique needs-a fast grow-

ing example: facultative excess of loss
property covers. If you have an unusual

problem General Re may help solve it.
When General Re stands behind your

underwriter, you know you»ve taken the

big risk out of your business.

REINSURAUCE COriP*BlRitiON
ALL FIRE, CASUALTY, ACCIDENT AND SICKNESS, BONDING, AVIATION AND MARINE LINES

Home Office: 400 Park Avenue .r- Offices in Atlanta. Chicago, Dallas, Los Angeles

New York, New York 10022 '< San Francisco, Toronto and Montreal
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Issues call for non-marine forms

LONDON-Changes in the pat-
tern of non-marine underwriting

were prophesied by Brian Hose,
chairman of Lloyd's Non-marine
Assn. when he informed members

in his annual report: "We have

woken up to the fact that much
of our system needs a complete
overhaul if we are to compete in
world markets. New forms of in-

surance, pioneered in the past by
Lloyd's, are more difficult to in-
vent. But we cannot change a

system, which has been common

practice for many years, over-
night. If we act too quickly we
may unwittingly inject a spanner
into the works, and make confu-
sion more confounded."

He urged that schemes de-

signed to increase efficiency,
even if unpopular among certain
individualists, ought to be seri-

ously considered by underwriters
as the market would otherwise

grind to a halt because of the
volume of business.

***

BRITISH FIRMS are begin-
ning to take out special indemni-
ty for their staffs against terror-
ist threats from Arab national-

ists.

This applies specially to com-
panies run by Jewish interests
that have reason to think they
may be targets for sudden bomb
or arson attacks.

Police in London are already

probing a number of fires that
are believed to have been started

by underground Arab agents as

part of their campaign against
Israel.

The Sun Alliance group, of
London, has now planned special
cover for two Israeli-backed

firms that requested protection
for their employes against terror-
ist activity.

It has added a 50% loading to
the normal personal accident pol-
icy that would apply to work

people. The policy provides for
payments of $24,000 in the event
of death or total disablernent, or
compensation up to $50 a week

for two years, in the event of
employes being hurt through ter-
rorist acts occurring at their
prernises.

H. E. C. Grosstephan, personal
accident underwriter for Sun Al-

liance who drew up the policies
for a bank and an import-export
firm both based in London but

with close Israeli connections,
said: "The companies asked us to
quote for cover in the light of
Arab threats that Jewish organi-

A NEW COMBINATION OF
TERM AND PERMANENT INSURANCE.

THE BEST YET FOR
EMPLOYERS AND EMPLOYEES.

Itb a new concept in group life insurance.
GTP provides for the purchase of optional permanent
insurance at costs substantially lower for both the
employer and employee.

It is flexible in both benefits and funding.
An employer has wide latitude in electing a plan

design while offering his employees the chance to
supplement their basic Group Term with the lasting
protection of permanent, paid-up insurance at a
savings.

An employee can determine for himself, within

broad limits, the amount of his contribution towards
paid-up insurance. And, if his needs change, he can
alter his coverage later.

GTP is simple. Easily administered. It can be tai-
lored to meet almost any employer's needs. It avoids
the disadvantages of typical group-ordinary
contracts.

Sound like what you need for your business or for
your clients? Contact your Bankers Life group rep-
resentative listed in the Yellow Pages, or mail in the
coupon below.

The Bankers Life, Dept. Bl 17

Des Moines, Iowa 50307

Send me more information about the flexibility and
savings of your new GTP plans.
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zations would be the target for
bomb attacks."

***

FEARS THAT highly-organ-
ised gangs of criminals are plan-
ning big raids on container traf-
fic in world seaports and other
storage centers have been ex-
pressed by company chiefs in
Britain.

Sir Andrew Crichton, chairman
of the major consortium of Over-
seas Containers and Associated

Containers, said there would have
to be consultation with Interpol
chiefs over the problem.

Warning industrialists about the
threat, he said: "I am certain
that the growing use of contain-
ers on major shipping routes has
not gone unnoticed by criminals.
They will be ready to cash in on
any security weaknesses that es-
cape the attention of container
users."

He supported the American-
based idea of high-security vehi-

awaiting shipment.

***

INSURANCE shares are being
tipped as good prospects on the
British stock market. This is be-
cause underwriters are now real-

ising that they ought to look for
profit on their business arrange-
ments, instead of fighting to get
premium funds merely for in-
vestment purposes.

Companies tipped recently by
experts after studying current
London Stock Exchange prices
include General Accident, Com-
mercial Union, and Royal Insur-
ance.

It is felt that the price of their
stock ought to rise in 1970 if
present favourable trends contin-
ue to go well.

***

pageant through the streets of
London when its new Lord May-
or, Sir Ian Bowater,

centuries-old appointment. It pro-

procession. •

Campaign
afoot for

portability
LONDON-More than 120

Members of Parliament from all
parties have begun a campaign to
protect the full pension rights of
employes in private business and
industry who change their jobs
before retirement age.

The M.P.'s have signed a mo-
tion calling on the British gov-
ernnnent to arnend the present
tax laws which penalize mobility,
particularly among middle rank
executives. The move, in effect,
liould provide for portability, a
subject which is also gaining in-
terest among legislators in the U.S.

Estimates of the Confederation

of British Industry indicate that
approximately $2.4 million a
week is currently being lost by
employes covered under private
pension schemes who change
their jobs.

The motion by the nonpartisan
group follows confirmation in
Commons late last year that un-
der the proposed government su-
perannuation scheme only public
sector occupational pension rights
would be fully transferable.

Until now the government has
accepted the insurance industry's
argument that transferring all
right in private schemes would
be administrately too complex. •



Bahama finance head pushes insurer investments
By NICKI KELLY and Manufacturers Life Insur- These have now been drafted by ture in the country by diminishing the funds avail-

ance-closed down their sales the registrar of insurance compa- This has included several able foi investment, Mr Francis

NASSAU-The days of free- operations in the Banamas nies and submittec to the gov- well-established stores handling said
flowing insurance funds out of ernment's legal department for books, cameras, clothing and By extension, reduced invest-

the Bahamas may soon be at an NO ADEQUATE explanation final approval quality tourist items, and a con- ment fines have meant a reduc-
end. has yet been produced by either trolhng share in two hotels-the tior ir investment, in employ-

Following the precedent al- the companies or government, INDICATIONS are that the act Montagu and the Pilot House ment, in wage income, in savings,
ready established in Trinidad, which promised an investigation. will become operative in early Club and, finally, in a further reduc-

Barbados and Guyana, Finance The new measure, a comple- 1970. There lS nothing in it at
tien m investment

Minister Carlton Francis has ment tc the Banks and Trusts this time to indicate any attempt THE GOVERNMENT'S argu- At present this gap is being

warned insurance companies act, is designed to cirt illegal by the Bahamas government to ment is that since the Bahamas lS filled by capital investment
here that unless they can be per- companies, wnich for years have exercise control over :he disposi- committed to no income tax and fands from abroad, bu: this has
suaded to sink some of their used this country as a base from tion of insurance funds provides numerous tax haven op- created other problems in that

funds into local investment, the which to operate fraudulent In- It is likely that the introduc- portunities, it must of necessity tne outflow of profits from for-
government may take stronger surance schemes in the United tion of more specific legislation look to other sources to keep the eign investment constitutes a
measures to urge them to do so. States and elsewhere. along this lme w.11 depend on the economy moving forward burden on the balance of pay-

Mr Francis's Progressive Llb- On the whole lt has been wel- response to Mr. Francis's speech Logically, these sources should ments.

eral Party has embarked on a comed b, bona fide compames stag- Of the 27 American, Canadian be insurance companies, which, What particularly concerns the

massive capital development pro- matized by the hit-and-run op- and Bahamian companies located by the very nature of their (,per- Bahamas government, Mr Fran-
gram smce it assumed power 35 erators in the Bahamas, only British ations, accumulate savings eis stressed, is that the greater

rnonths ago The act, however, cannot have American ]nsurance, as part of In the past, long-term lending the influence of foreign capital,
Addressing insurance men at the force of law until the neces- ltS general pollcy of investing in by these firms has taken place the greater the reliance on exter-their annual banquet, he said sary enabling regulations are the local economies, has shown outside this country, thus having nal forces over which the Baha-that about $400-$500 million worked out to glve it effect. evidence of any sizeable expendi- an adverse effect on the economy mas has no control

would have to be found by the
governnnent over the next ten .* C,

.

years for capital works 1.'' . 5

insurance companies to con-
1

t

T' 7

THE MINISTER made it clear I / 4 :

that he expects Bahamian-based

tribute their share on the premise
that "they should seek to help
those who contribute to their I
savings.

Accusing the Industry gener-
ally of clinging to the colonial %

pattern of noninvolvement in un-
der-developed countries, Mr

111,

Francis said this had been car-
med to such lengths that some 
countries had found it necessary
to regulate the activities of these The ® Delegdth commercial
insurance companies-many with I catastrophe liability policy provides high
branches here-by passing legis- limit protection suited to any business,
lation to ensure that an apprecia-

1

ble amount of the savings gener- ORBITA i industry, or institution-of any size. With

ated were reinvested locally
minimum limits of $1,000,000, it can be
written with limits as high as $10.000,000.

"Some diehards," he declared,
"ran away rather than conform The f) 0%82*det provides these limits
and contribute. excess of primary liability limits or self-

Without minimizing the extent insured retention and «affords full legal
to which the Bahamas is pre- AROUND defense in many areas where primary
pared to go to effect such invest-
ment, Mr Francis indicated that

liability coverage does not exist.

his government would prefer to YOUR However well you have identified your
achieve its ends through "moral specific insurance needs and protected
persuasion" rather than "coercion " 11* BUSINESS them with carefully selected policies,

there can still be gaps and unsuspected
BUT, HE WARNED, "ensure

that your protective usefulness is
inade4uacies. When extra, overall

not outweighed by any constric-
protection with flexibility is needed,
Dele*det can sprgad coverage andtion you may place on invest-

nnent, and therefore on growth
span the gaps where "earth bound"
policies don't quite do the job.and economic development

"Do not," he added, "repay the 3 Every business, industry andinstitut}on
gains you realize from the funds needs the orbiting protection available
you employ by creating grave
problems in other areas.

through this policy.

This 15 the first time the all- Ask your broket oi the @D agent ofyour
Negro PLP has openly stated its choice for details of thq-polky.
position regarding the operation
of insurance companies within
the Bahamas

.-6-

Passage a year ago of a bill to UNITED S'IATES FIRE INSURANCE COMPANY

control and regulate insurance 4

THE NORTH RIVER INSURANCE COMPANY
WESTCHESTER FIRE INSURANCE COMPANY

companies here gave rise to con-
siderable speculation that the

1,
:

INDUSTRIAL INDEMNITY COMPANY

government's next step would be
% iA'(ZE cd*

INTERNATIONAL INSURANCE COMPANY

AMERICAN EAGLE LIFE INSURANCE COMPANY

to freeze local assets in a general
trend towards forcing greater 10-

: 1 4
t * i. i

: ::

cal investment on the part of
S

1

these companies ;
Within one month three of

4

'. , rr.1
Canada's largest life Insurance 2 5 : 3: ¥
companies-North American Life *

Assurance, Sun Life Assurance
9 2 0 3

.

Fire damage $1 million
Damages from a fire at Arlan's

Department store in Tifhn, 0, ' IA«
.*13?

has been estimated at $1 milhon C#

by store officials There was an
estimated $758,000 damage to
warehouse stock and smoke dam-
age to a nearby Kresge store
Cause of the fire m Tifftn's West-
gate Shopping Center Still is lin-
determined, although nearby resi-
dents have reported hearing an r-

explosion before the fire alarm I
was sounded
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opinions PENSIONS AND PROFIT-SHARING

SHOW REMARKABLE GROWTH letters
Number of Qualified Number of Qualified

Profit-sharing Plans Pension Plans Too sorry
Pensions, profit-sharing To the Editor On your front

1929 10 105
page of the Dec 22, 1969, issue

as dynamic benefits you apologize to Alexander &
1939 37 622 Alexander for the error m

1950 3,700 9,200 connection with the merger

F igures in the table on this page give one dimension of the growth m As a careful reader of the
1960 24,800 38,800

popularity of penmon and profit-sharing plans During the decade
news in connection with the in-

1969 7T,000* 114,000* dustry, it is my feeling that all
of the '6Os such plans increased in number nearly threefold, and since

that was necessary was the front
the beginning of World War II pensions and profit-sharing have *Estimated

page retraction The fact that you
become maJor factors in the growing range of employe benefits carried on further explanation

What figures in this table don't show lS that pension and profit- and an appeal to insurance man-
sharing plans now amount to multibillion dollar enterprises with Profit sharing and pensions have shown a remarkable record of growth agers and others not to hold it

reserves exceeding $110 billion-enterprises that wield tremendous during the past 40 years Records of the Internal Revenue Service, which against you was not really in
economic power because of the financial resources held by fund qualifies pension and profit-sharing plans for tax exemptions for em- good taste My reaction to the

ployer contributions, indicate that both programs grew threefold during apology on the front page wastrustees

The magnitude and complexity of pensions and profit-sharing funds the 19605 General corporate executives and employe benefit plan ad- that I felt you took your medi-

will be reviewed in a special report to be published in Business ministrators interested In pensions and profit-sharing will find news and cine "like a man", but the addi-
tional comments smacked of a

Insurance of March 30 This report will be of special interest to trends in both areas in the special March 30 Business Insurance report
Source Internal Revenue Service and whimper

general corporate executives and employe benefits administrators
Council of Profit Sharing Industries

Lawrence A. Smith Jr.
whose companies either have pension and profit-sharing programs or Smith, Gow & Van Voorhis Inc,
have them under consideration, Pittsford, N Y

how individual pension anl profit-sharing programs are admmistered
Readers of Business Insurance who administer such programs will and communicated

be asked to complete questionnaires on pertinent pension and profit- Wide response
• Tables that will indicate results of leading pension and profit-

sharing topics to provide an idea exchange in the special report
sharing plans and how they are managed

To the Editor You were kind

Other features of the special report will include· enough to mention the services of
Also included m the special pension and profit-sharing report will be

• Details on how the new tax reform act will affect those who get Benefacts Inc in your Info for
corporate profiles that will detail how specific aspects of fund adminis-

lump-sum payments from profit-sharing plans While the effect of the Buyers column and I want you to
tration are handled in various companies that share their profits or know how delighted I am with

tax changes lS uneven among persons of different income levels, the
offer pensions In the pension and profit-sharing field, as m other sub- the results We received nearly

report will give examples of how the tax bite will be altered Ject areas covered by Business Insurance, we feel that the greatest con- 100 responses from coast to coast,
• Information on the status of Administration and Congressional tributicn we can make to corporate executives is to serve as an informa_ including Canada It was an ex-

proposals to change requirements for funding, vesting, reinsurance,
tion exchange between our readers New approaches to investments, com- cellent display of your distribu-

portability and ehgibility for pensions Officials of government de- munication, administration, tax planning and other aspects of pension tion and readership
partments as well as members of Congress will give their views ar.d I truly appreciate your kind-

and profit-sharing management will be part of the March 30 report
predictions about legislative changes that will affect the operation and ness to us and wish you contin-

In general, the special report on pension and profit-sharing plans ued success in the New Yearmanagement of funds
will present such programs as the dynamic and important employe Walter P. Petersen

• New studies on the communication of pension and profit-sharing benefits they are. Readers are invited to offer their suggestions and Benefacts Inc, Chicago
plans that show employers how to get great£r mileage out of programs pose questions that our editors may answer in developing data for this
that cost them significant amounts of money special Bumness Insurance report Santa reprint

• Fresh data on "master plans" for pension programs for small
To the Editor Could I have the

companies, which amount to prototypes that allow employers to
right to reprint m our house

institute pension programs without going through the costly, time-
newspaper Susan Trausch's very

consuming process of designing one's own plan current spoof entitled "Santa will
• A special Info for Buyers section that will list current pension Wrong objective fly despite current capacity

and profit-sharing materials available from insurers, financial institu- crunch," as published in your

tions, associations and other sources Readers who have informational T oe B, Hunt, insurance commissioner of Oklahoma, has long cam_ Dec 22, 1969, edition 9
material available-free or at some cost-are invited to submit d paigned under the slogan, "Nobody loves me but the people " I would of course print all

samples to the Info for Buyers Editor, Bumness Insurance, 740 Rush It's agreed, we suppose, that insurance commissioners ought to be proper credits and send Bumness

St, Chicago, Ill 60611 loved by the people. Business Insurance has always stood for the Insurance a copy of our edition
that included the article

• News articles on such subiects as union moves toward demanding concept that insurance should be regulated in behalf of the consumer
Leon Raff

profit-sharing in contract negotiation, efforts of employers offering rather than the insurance industry Insurance Manager, Alexan-
pensions to allow for portability regardless if legal requirements, and Joe B Hunt, for example, annually brags to the legislature and to der's Inc, New York

the people of Oklahoma that his departmen: has gathered in so many Editor's note Penntssion
million dollars of revenue in the form of insurance taxes and fees granted

business insurance
Mr Hunt seems to see his state's insurance department as a profit
center for Oklahoma Point of interest

In fact, in 1967, Oklahoma spent only 1 66% of its income from To the Editor In your Nov 24
for buvers of emplove, property and hability protection, insurance taxes and fees for operation of the insurance department, article, "Met Tries Campus Ap-

pension muestments, fmanctal services excluding examiners' salaries and expenses which are paid on a per proach to Medical Care," you re-
RANCE CRAIN, Editor RIC \RD C BJORKLUND, Managing Edzter dlem basis by companies that are examined Oklahoma's expenditures fer to the Metropolitan as the
STEPHEN D GILKENSON Eastern Editor Associates New York-SUSAN

TRAUSCH, GEORGE E LANGWORTH Chicago-TERESA NORTON, THOMAS E compare wlth an average of 435% of :axes and fees spent on country's largest group insurer
LUTZ Washington-STANLEY E COHEN San Francisco-KENNETH R MAC- insurance department operations in other states We do not want to seem unduly
DONALD Hal·tford-ALLEN M WIDEM Minneapolis-ROBIN MENZ SUHR-

sensitive, but if you will refer toBIER Editorial Assistants New York-FRANCINE BOREN Chicago-MICHELE Recently it was revealed that Community National Life Insurance
MADDOCK Correspondents in all pnncipal cities BURTON ROVANS, art dzrector the gain and loss exhibits filed

Co of Tulsa, a company licensed by and under the jurisdiction of theContnbilting Editors DONALD BERRY, vice president, C B Lilly Inc, East Or- by the various companies, you
ange, N J JOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVIN- Oklahoma insurance department, was $6 4 million dollars in the red as will find that the Metropolitan'sSON, insurance manager. Port of New York Authority ELLIOT BE:IER manager of
pension and proht-shanng services, Nuveen Corp, New York J E BENOIT, J E a result of the company's taking worthless or near-worthless stocks, net premiums after deducting
Benoit & Assoc, St Ikonard, Qi,ebec CARL J VOGT, supervisor of workmen's
compensation, General Tire & Rubber Co, Akron, HOWARD L PECK,

bonds and real estate in payment for paid-up life insurance policies dividends and experience refunds
partner, Hewitt Associates, Libertyville, Ill BION H FRANCIS, manager of When the fraud was revealed, Commissioner Hunt issued an order were $1,281,300,000 for the latest
benefits planni. , Colt Industries New York J P OLSEN. insurance manager.
Ingersoll-Rand Cu. New York NED MILLER, partner. Romm, Miller & Lazarus, prohibiting such practices year reported (1968), whereas
New York JAMES J ANDERSEN. Insurance manager, Squibb Beech-Nut Inc, It seems to us that Joe B "Nobody loves me but the people" Hunt the Aetna's were $1,303,500,000 In
New York HAROLD A CLARK manager-planning. employe benefits. Sperry
Rand Corp. New York JOSEPH GULLO vice president of msurance, D H has pursued the wrong objective during his years of service as case you were referring only to
Overmyer Co , New York PAUL C JOHNSON. insurance manager. Sea-Land insurance commissioner A properly financed and efficiently directed

group life and health insurance,
Service Inc, Elizabeth N J M REX PEARSON, insurance manager Signal Cos, you will find the totals were
Los Angeles ROBERT ABRAHAMSON. insurance manager, Control Data Corp, departrnent could surely have uncovered the questionable deals in-
Minneapolis, WILLIAM J JONES III assistant to the treasurer, overseas chemical $1,102,300,000 for the Metropol-
division. W R Grace & Co, New York volving Community National before lt was learned that the company itan and $1,114,900,000 for the

was financially impairedALFRED MALECKI, publisher Aetna

RONALD R WALINDER, production manage But when an insurance department iS run as a profit center and ltS Lawrence M. Cathles Jr.
District managers New York-CHARLES A HORVATH, THOMAS J O'MARA

1 rs Ang·'1---DENNIS KOCH achievements defined .n terms of its contributions to the state treas- Senior Vice President, Aetna
Southern rearesentative-WILLIAM B CARR,

2500 N E 48 Lane, Fort Lauderdale. Fla 33308 ury, there is some question of whether the commissioner is doing the Life & Casualty, Hartford, Conn

Assistants BERNICE STELTER. MARCY GARESCHER job he was appointed or elected to do There are many better ways to

Published by Crain Commiw·cations Inc, Chicago, publisher of Advertising Age. raise state revenues than through the crimping of insurance depart- Send add ress
Industrial Marketing, Advertising & Sales Promotion, Marketing Insights ment regulatory actions Cutting insurance department expenditures lS To the Editor In a recent issue
G D CRAIN JR . chairmn- S R BERNSTrTN president

M A HARTENFELD. executive vtce-pres:dent, RANCE CRAIN, KEITH CRAIN. a dangerous way to feed state coffers of your Business Insitrance we
J J GRAHAM. J V O'GARA. S E COHEN D J CLEARY, JR, vice-premdents
G R CRAIN. secretarv and treasurer J H TERRY, assistant secretary and assist- We believe in insurance regulation for "solidity," a concept enunci- saw the National Commission on

ant treasurer Cable address ADAGEAPI ated by Spencer Kimball of the University of Wisconsin and put into Product Safety mentioned We

Publls' ed at 740 Rush St, Chicafto 60611 (337-5200) Offices at 630 Third Ave, New practice by Illinois Insurance Director James Baylor would appreciate it if you would
York 10017 (YU 6-5050). Nat onal Press Bldg, Washington, D C 20004 (RE 7-7659); send us the address of this com-
1018 F'qher Bldg , Detroit 49?62 (TR 2-7211) 6404 Wilshire Blvd . Los Angeles State Insurance regulators in the decade of the '7Os must put
90048 (OLive 1-3710) , San Francisco (GR 4-8532), Fort Lauderdale (564-1850)

mission

45 cents a copy, $10 a year in US, Canada and Pan America Elsewhere $4 a year themselves on the side of the consumer They must serve both Leonard Lewis

extra WILLIAM STRONG. circulation director ROGER DIGREGORIO, subscrin- business and private citizens as ombudsmen who impartially regulate
tion manager Four weeks' notice required for change of address Address all sub- President, Atlas Tack Corp,

scription correspondence to subscription manager, Business Insurance, 740 Rush insurance in the interests of company solidity Insurance departments Fairhaven, Mass
Street, Chicago, Ilhnois 60611

were never meant to be profit centers, but rather agencies that Editor's Note The address is

assure that insurance companies can and will stand behind their 1016 16th St N W, Washington
|S!Sil Member of Business Publications Audit of Circulation ABP

bq/d policies DC
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on your positive attitude-=*,- re-

0Uand PromptMyesponosiea.ilgolith0IU"--Iie beenserve and the medical claimressed by Zurich over recent years and am more please
imp as time goes by.

l. I want to thank you for the wonderful way youhave responded to our request for a hurry-upquote. As a result we have a fine account thatj is increasing approximately 20% a year in sales.

Our grateful thanks to you for the
prompt handling of the robbery loss sufferedby our assured... He is in business for him-self and was in dire financial straits. Dueto your rapid efforts the loss was minimized.

.:4

f

d

Zurich is the onl

sipany I know that has evidenced
y desire

willingness to talk ov
rnutual problerns

Or y CO -and negotiate
our differences. er our

I am once again reminded by your actions thatZurich, world wide End lorge an organizationas it is, still has much interest in the
individual nolicyholder.

I was totally at my wit's end on this accountand it's been a long time since I talked to anunderwriter who seemed truthfully concerned aboutus as individuals.

Your marvelous efforts in assisting us in
the submission of our proposal were as
usual outstanding.

...has given us efficient, quick andaccurate service

processing our DBL claims.
in

-

I \

I take this opportunity to express ourappreciation of the service of your largelines department. They are second to none.Their work is timely, accurate and speedy.It isn
this. 't often that we write a letter like

...

I have never had a company I hold in such
high regard as Zurich - we sort of had a
wedding 10 years ago this month.

• The above quotations are from unsolicited letters in our files

The writers range from an individual policy holder to small

agencies to one of America's largest brokers.

If you have never had the occasion to talk

to your present companies like this, maybe

you should talk to us.

A

./.

/131„01
/ *.I-,/AGENT 1

ZURICH INSURANCE COMPANY

AMERICAN GUARANTEE AND LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY
ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd . Chicago. Illinois 60601. Phone: 922-3.24
OFFICES IN: New York, Boston. Now Haven. Buttato. latham, N.Y.

Orange. Philadel/h,a. P/,sburgh. Baltimore. Greensboro. Atlanta,
Richmond. Canton. Cleveland. Cincinnati. Toledo, Oetioil. Grand Rapids.
Minneapolis, Milwaukee.Chicago.Jackson. New Oileans. Dallas.
Houslon. Des Moines. St. louis. Kansas Cly. Pomand. Saciamento.
San Francisco. LoS Angeles. PhoMi..

01970 Zurich·American Insurance Comranies



City reviews hospital costs, what they mean
CINCINNATI-The adminis-

trators of company health and
hospital care programs in Cincin-
nati, 0., are generally in accord
that the commuhity's moderate
$64 per day hospital cost average
reflects favorably on the j ob that
hospitals are doing. But they
frankly admit that they cannot
say whether the higher costs
mean hospitals are giving their
patients more valuable services
these days or simply charging
more for the same services.

The administrators of company
programs also admit they cannot
protest the amount of specific
hospital charges-particularly for
professional services. They sim-
ply pay the bills. And, in most
cases, they are satisfied with the
high level of the professional
services they are receiving, de-

spite new contracts now beir.g
written for 1970 that give em-
ployers a bigger share of the
bills.

The key to whether hospital

care costs (and supporting labo-
ratory and other professional
services) conform to general in-
flationary patterns, or become

stabilized at current levels, is
being decided now in the insur-
ance contracts being written.
Two facts are indisputable. No
negative forces are being direct-

ed at hospital administrators that
will induce them to reduce their

professional and housekeeping
services, stop building and re-
modeling, reduce their invest-
ments in advanced new equip-
ment, or stabilize wages; and fu-
ture cost-savings, if any, will be
produced only by keeping hospi-

tal beds fully occupied-while
also reserving the beds for only
the very sick ( maternity cases,
surgical. cases, special diagnostic
cases and, perhaps, not even ter-
nninal cases).

HOSPITAL administrators re-

mind critics that their chargeable
costs fall into two classifications:

professional services and house-

keeping services. Both are vul-
nerable to all of the influences

that increase prices in every other
segment of the social economy.

The only counter-force they
envision is more precise selectivi-
ty for who goes to bed and for
how long.

Administrators of the company
programs have the same point of
view, and they, perhaps more
than their counterparts in the

hospitals, are more concerned with
costs.

Companies with generous em-
ploye benefits are looking ahead
to higher annual hospital costs
but are devising agreements and

contracts that could mean, ulti-
mately, lower costs per employe
sick day. The trends are tighter
control over absences with in-

ducements to return to work, and
contract provisions that encour-

age employes to visit physicians -
for early detection of illness and
early treatment.

THESE SEEM to be th* most
promising changes in contracts
that are expiring. Employes will
be motivated to ask for outpa-
tient services- instead of admis-
sions. At least one company-a
manufacturer with excellent bene-

How to cushion the
monev crunch:

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
interest 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
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fits, and 15,000 employes-is
dropping deductible provisions
for individual employes, is in-
creasing coverage for employes'

dependents, but will make full
( 100%) coverage contingent upon
recovery in a moderate cost con-
valescent facility following hospi-
tal care. The plan has promise.
This is a company that historically
has taken the lead in expanding
employe benefits. They administer

insurance plans for a total of 25,-
000 employes in an autonomous di-
vision, and have the ability to pay
benefits when they think it's es-
sential.

Administrators say that the
different elements involved in

hospital care and costs-the hos-

pitals that give service and
charge for it, employes who take
advantage of benefits, and em-
ployers who pay the bills-have
different interests, different mo-
tives, and different obj ectives.

The differences are not really
conflicts, but they are not likely
to change. Said one personnel
man: "The only responsible group
seriously concerned with hospital
care costs is the one that pays."

He claims the role of "spoiler"
in a run-away cost spiral, and
believes if the general economy
should decline, or the cost of
money and cost of doing business
creeps higher, the differences in
motives and objectives would be
perceived in sharper detail.

"HOSPITALS could not reduce
services," he admits. "But they
probably would stop construction
and remodeling, and become eau-
tious about raising their prices."

"Employes would stay sick and
be slow to spend their own mon-
ey for hospital care," he points
out. "And employers, perhaps,
could stand pat or get tougher
about absenteeism...or pro-
vide more in-plant medical serv-

ices and earlier diagnosis of seri-
ous health problems."

He doesn't hope for this disas-

ter. He'd simply like to be the
spoiler in the area of inflation
pertinent to his responsibility.

Other company administrators
have a slightly different view of
things. One of them said: "Most
hospitals these days have a pri-
mary goal to increase and im-
prove their facilities. They feel
they need more of everything,
and they probably do. Justifica-
tion for new construction, from
the public's point of view, is sim-
ply the continuous population
growth."

HE BELIEVES that higher
costs for professional services of
any kind are accepted by an af-
fluent society as just another
component in the cost spiral and
inflation.

He points out that hospital
construction is generally well-
done and reflects sensible long-
range planning. If the achieve-
ments are most easily identified
by the numbers of new beds,
larger parking lots, new kitchens,
and expanded clinics and out-
patient facilities-things patients
and visitors see easily-it doesn't
mean they were unnecessary.
Most hospitals improve their lab-
oratory and surgeries when they
build new parking lots. They also
try to train and hire people with
higher level skills.

Said still another company ad-
ministrator: "Hospitals cannot be
faulted if they construct aestheti-
cally and make their facilities
more attractive and comfortable

to patients and employes. It's
part of their job."

The role of "spoiler" isn't pop-
ular, despite valid motives, hu-

Continued on page 24



following the hinds

Doubt early admission of pension,
profit-sharing funds to exchanges

CHICAGO-Much ado on the

stock exchanges over allowing in-
stitutional members may be about
nothing for pension and profit-
sharing funds.

Institutional investors, includ-
ing employe benefit funds, which
complain about high brokerage
commissions, don't seem to be in-
terested in buying their own
stock exchange seats.

In a Business Insurance survey
of fund administrators an exec-

utive of a large private profit-
sharing plan said, "I would be
most surprised if a private fund
got on an exchange and I can
definitely say there is no remote
chance of our company doing it."

MUTUAL FUNDS and other

investment companies, he com-
rnented, are the ones that are
trying to get on the exchanges
because their securities turnover

and volume are so much greater
than those of a private plan.

The Midwest Stock Exchange
has denied reports that it will per-
mit institutional membership. Ac-
cording to the exchange, reports
that Kansas City Securities, an in-
stitutional investor, would be ap-
proved as a member were inaccu-
rate.

A spokesman for the Pacific

Nelson gets
risk post

PITTSBURGH-Donald Nelson

has been named corporate risk
manager at L. B. Foster Co., an

international manufacturer, fab-
ricator and distributor of steel

pipe, piling, construction products

and equipment, and rail/crane
and track accessories. Formerly
he was assistant insurance man-

ager at United Engineers and
Constructors Inc., Philadelphia.

"Basically I will be handling
all the property and casualty
coverage and coordinating safety
functions with a safety commit-
tee," Mr. Nelson remarked."

Donald Nelson

Mr. Nelson has had at least

one surprise since moving from
Philadelphia to Pitttsburgh.

"My biggest single value is $3

million or $4 million in building ·
and contents. We have a high
concentration of stock values, but
it's all steel. I still can't get a
carrier to write one building and
contents policy. I have to split it
up. That's been surprising to me,
anyway," Mr. Nelson.

The new risk manager has
studied at Temple University and
the University of Pennsylvania.
He also holds a Chartered Prop-
erty and Casualty Underwriter
designation, and has been active in
the Delaware Valley chapter,
American Society of Insurance
Management. •

Coast Stock Exchange told Busi-
ness Insurance that it had no plans

to allow pension and profit-sharing
funds as members, "because they
are not in the securities business."

Chicago stoekbrokers are follow-

ing New York and Detroit brokers
in discussing union formation. The
move reflects growing dissatisfac-
tion over reduced commission

schedules now planned or already
instituted by brokerage houses, in
part to retain the good will of in-
stitutional investors.

Another pension fund source

pointed out that most large funds
use outside counselling expertise
for their investment programs·
anyway and buying their own
seat on the exchange would in no
way eliminate this necessity.
Most companies aren't in the fi-
nancial business and their staffs

don't include investment experts.
"I don't think institutions would

save much by circumventing
only a broker's commission be-
cause they would lose the benefit
of the guidance he might provide
for the fund," he added. That

loss plus the cost of exchange
membership do not justify elimi-
nating the broker's services, he
observed.

An employe benefit fund also
has a duty to demonstrate to its

rnembers, he said, that it has
dealt at arm's length with invest-
ments, particularly when funds

are heavily invested in the com-
pany's own stock. Proof that the

stock was purchased on the mar-
ket by a third party nnakes the

use of a brokerage firm highly
desirable.

There is, however, a distinct
advantage to insurance compa-

nies holding seats on exchanges,
he noted, because investment is
one of the important aspects of
their business and they are
equipped with personnel capable
in the financial investment field.

"I THINK you will see a trend
toward incorporation of broker-
age firms," one observer told

Business Inst£ranee, "and if an

incorporated brokerage house can
own a seat on an exchange, I
don't see how other types of cor-

porations could be prevented
from getting in." So the opportu-
nity may soon be there if there
are funds that want to take it.

Another financial expert sees a
trend toward "independent func-

tioning." There are men, he said,
who have recently created third
and fourth markets and could

save investors a large amount of
money. An institution would still
have to provide its own invest-
ment counselling but for a flat
fee, say $10,000 a year, these men
execute all of the institution's
trades.

"If you could really look

ahead," he commented, "you

might see this independent con-
cept becoming so popular that
there would be complete elimina-
tion of stock exchanges as we
know them today." •

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

Our goal in managing pension fund money is to make all of it grow. Not just the
equity portion. To do this, we abandon many of the traditional forms of fund management
and work within a framework of prudently balanced risks and rewards.

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

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

The Bank Of New York. The bank that manages money.
Main Office: 48 Wall Street, New York, N.Y. 10015 Member of The Bank of New York Company, Inc. Member FDIC



benefit tax slants

Medical reimbursement plan hell ps
the employe solve money crunch

By JOSEPH S. ROBINSON

NEW YORK-Increased doctor

bills and other soaring health
costs make the medical reim-

bursement plan under Internal
Revenue Code Section 103 one of

the most valuable "fringes" today.
Through such an arrangement,
the company (either directly or
indirectly) finances the medical
expenses of its employes-includ-
ing officers and stockholders.

What's more-unlike the pension
or profit-sharing setup-the rules

do not preclude discrimination,
thus making it possible to tailor
the benefits to a select group.

Another plus factor is the fact
that the stockholder-employe in a
high personal income tax bracket
need not include medical reim-

bursements in his income. Should

he pay for his own medical bills,
that portion that amounts to 3 %
of his adjusted gross income is, of
course, nondeductible on his per-
sonal return. The medical reim-

bursement plan eliminates this
tax waste.

A

THERE IS no need for the plan
to be in writing. However, as a
practical matter, it would be wise
to adopt it formally, putting it
into the corporate minutes. The
arnount of coverage for medical
expenses as well as the date the
plan is to start should also be
indicated. It is important to com-
municate the fact that there is

such a plan to the employes. This
has been a source of trouble with

IRS in the past.
WATCH THIS pitfall: Internal

Revenue has been successful in a

4

few instances in knocking out the
deductions as well as the exclu-

sions of such plans ( in other
words, payments are treated like
dividends). In Smithback, T. C.
Memo 1969'-136, a plumber incor-
porated and adopted a medical
reimbursement plan upon recom-
mendation of his accountant and

lawyer. Although the corporation
employed two other plumbers and
a part-time bookkeeper, the tax-
payer was the only full-time em-
ploye covered. The corporation
did not put the plan into writing
until 1966, although the corpora-
tion made payments and took de-
ductions from 1964 on. Without

deciding whether the payments
made for 1964 and 1965 were

made pursuant to a "plan," the
court upset deductions and exclu-
sions because the purpose of the
plan was not to benefit the tax-
payer as an employe, but as a

stockholder. This is not in keeping
with the rule that such a plan

4
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must be exclusively for the bene-
fit of employes.

OBSERVATION: This attack by
IRS isn't new. It won on the same

point in Larkin, 48 T.C. 629, aff'd
394 F. 2d 494.

Some idea as to what sort of

arrangement can defeat an IRS
assertion that the plan is for the
benefit of stockholders can be

found in Bogene, T. C. Memo
1968-147. In that case, only two
out of 56 employes were covered
and both were stockholders. But

the corporate minutes on the plan
specifically stated who wals cov-
ered. In Bogene the only employes
( including their families) covered
were two unrelated stockholders,
each of whom held 50% of the

corporation's stock. The plan pro-
vided for no limitation on the

amount, of benefits to be paid.
The court held that since there

was no relationship between the
amounts which would be paid out
by the plan ( that is, it could be
$10 for one, $10,000 for the other)
and their 50-50 stockholdings, the
genesis of the plan was the em-
ploye, rather than the stockholder
relationship. And so the validity
of the plan was upheld.

*

NOT ALL COSTS in connection

with an illness or accident are

deductible-only those that are
necessary to medical care.

Take this situation. Kelly was
on a trip to New York and was
caught up with an emergency ap-
pendectomy. Since it was diffi-
cult to get adequate nursing care,
the doctor suggested that his wife
lend a hand. Later, when Kelly
was discharged from the hospital,
he had to stay at a hotel until he
was well enough to return home.

The tax court allowed the

wife's travel to and from New
York plus meals while en route,
as well as cost of daily trips to
visit her husband in the hospital.
But it turned down expenses for

band and wife while staying at
the hotel during recuperation.

1969-231).
***

WHAT ABOUT writing off the

cation to maintain or improve

a local university as a philosophy
student. The police department

duty to fit the education program.
The detective claimed that his

police job.
Held: While a college education

avail themselves of it, this rela-

the expense of such education
from the status of personal ex-

rules. The courses were general
and unrelated to the taxpayer's
duties as a policeman. (Carroll,

Court orders new

hearings in Jersey
The New Jersey supreme court

has ordered the state's insurance

department to hold further hear-
ings on its denial of a 20% jump
in rates requested earlier this
year by auto insurers doing busi-
ness in the state. At the same

time, the court also upheld the
department's contention that in-
surance companies should in-
clude investment income from

unearned premiums and loss re-
serves when determining rates
However, the court did note that

insurance company's investmenl
earnings from other assets "dc

not appear to be relevant" in this
respect.



Farmers held liable for

hiring illegal workers
SANTA ROSA, Calif.-Farm-

ers and growers will have to look
more seriously at the agricultural
workers' labor movement de-

mands in the wake of a Santa

Rosa superior court decision which
makes an employer liable for dam-
ages if he employs an illegal en-
trant into the U.S.

The decision was handed down

in response to a suit; filed by
California Rural Legal Assistance

Inc., (CRL,A)) an agency of the
Office of Economic Opportunity,
on behalf of Eleno Riojas and
Guadlupe Guitan against apple
grower Donald Orr of Healds-

burg, a town located just north
of San Franciso. The suit ac-

cused Mr. Orr of hiring illegal
irnmigrants and sought $20,000 in
damages from the grower.

Superior Court Judge Joseph
Murphy rejected a move to block
the damage action. Mr. Orr's at-
torneys had contended that the
laborers had no right to bring
suit. Judge Murphy ruled that
the right was provided under the
unfair business practices law.

ATTORNEYS for the CRLA

representing Messrs. Riojas and
Guitan also sought an injunction
ordering farm employers to re-
quire prospective workers to
show alien registration cards,
draft cards or local drivers'

licenses as legal proof of resi-
dence. Judge Murphy stated that

this move would be inappropriate
since the working season was
over. He stipulated, however,
that his rejection was "not a de-
termination on whether it should

be ordered"-thus leaving future
recourse to such action open.

CRLA regards the decision as a
victory in its long fight to stop
the use of illegal rnigrants by
farmers and growers. The ruling
will enable other agricultural
workers to obtain injunctions
against employers using such
poorly paid labor.

The Border Patrol has estimat-

ed that as much as $100 million a
year is taken out of the U.S. by
illegal workers. A total of 151,000
border-jumpers were apprehend-
ed between June 1968 and July
1969.

The Congressional Record lists
two bills aimed at remedying this

current situation. A bill to pro-
hibit the intentional employment
of a person illegally in the U.S.
was introduced last year by Sen.
Edward Kennedy and Rep. Mi-
chael Feighan. In addition, Sen.

Ask changes
in work comp

SACRAMENTO-A number of

changes in California's work-

men's compensation laws are rec-
ommended in a report published
by the Commission on California
State Government Organization
and Economy.

The report urged that greater

use be made in safety programs
of compensation claims informa-
tion available to the division ofj

industrial accidents, the state
fund and other California gov-
ernmental agencies.

The report also recommends
that fees be charegd for inspec-
tions to cover the costs of such

inspections and that fees be
charged to self insurers to cover
cost of state supervision.

The commission also proposed
that the governor be authorized
to reorganize the California de-
partment of industrial relations.
Only jurisdiction not left to the
department would be the state
compensation insurance fund. •

Mondale has introduced a bill
which would amend the National

Labor Relations Act to make it

an unfair labor practce tc em-
ploy aliens unlawfully present in
the country, or to hire nonresi-
dent commuter aliens dur.ng a
labor dispute.

In introducing evidence k sup-
port of his bill into the Congres-
sicnal Record, Sen. Mondale stat-
ed that ''the easy employment of
Mexican nationals at wages rang-
ing from five to ten times the
amount earned in Mexico has led
to the development of a lucrative
and sophisticated series of smug-
gling syndicates which extract up
to $300 from Mexican workers to
get them into the United States
and find them work," •

where the money is...
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ASIM learns
Continued from page 9
bility that a warranty will be
breached at the time of a loss, so
DIC coverage is necessary, he
concluded.

ADDITION OF extraneous

perils coverage is par.icularly
important to the basic fire and
lightning policy in view of the
exclusion of coverage for fire

from any cause. Extended cover-

ACTUARIES

MILLER, MASON & DICKENSON, INC.
Consultants and Actuaries

PHILADELPHIA:

21 E. School House lane
NEW YORK: 66 Park Apenue

215449-3700 .r 212-6894832

HUGGINS & COMPANY, INC.
Consulting Aduaries

1401 Walnut Street

Philadelphia, Pa. 19T02
215-665-1401

E. PAUL BARNHART, F.S.A.
Consulting Aduary

130 So. Bomiston Ave., Suite 400

St. Louis, Mo. 63105

Telephone: 314-727-8294

age, the package as we know it,
is not standard and not always
available from local companies,
Mr. Sage said, but has been in-
troduced by American companies
wherever possible. It is usually
the practice to provide extra-
neous perils coverage separately
for each major peril but some-
times a few associated perils are
grouped together.

If a peril is commonly written
in a particular foreign market,
AFIA must protect its accounts
and provide the same cover. "so
the net result is that we may
wind up with a book of business
covering broader perils than
either the domestic or the foreign
market themselves would write,"
he said. The problem of catas-
trophe potential in extraneous
perils is often aggravated by the
DIC cover that has to be written

as part of any well-designed pro-
gram, Mr. Sage continued. "A
world-wide DIC for an important
account can add many millions of
dollars to our aggregate liabilities
in problem areas. Occasionally it
may be necessary for this reason
to insert a reduced lirnit for

earthquake, for example, in a
DIC cover."

AFIA views difference in con-

ditions coverage as a device to
bring a "miscellaneous bag of
foreign coverages up to a uni-
form level," Mr. Sage told the
meeting, adding that it should
not be expected to remedy all the
defects in the local insurance

program. "In some quarters,
among sloppy thinkers on both
sides of the table," he said, "the
idea persists that the DIC cover
can be given away... because of

we make
marine insurance
a little
easier

-4
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bulk purchasing economies." How-
ever, he explained, economies are
dissigated when the insurances are
spread over different countries
with different regulations and re-
quirements.

In emphasizing Mr. Sage's

point that DIC is too important a
coverage to be "underpriced and
poorly administered,' F. Arthur
Mayes, AFIA president, said,
"Our .heaviest losses of the past
five sears were under the DIC, so
losses must be covered."

The loss of profits, or conse-
quential loss, policy is the most
commonly used contract for busi-
ness interruption in most over-
seas insurance markets. In one
respnt, at least, it is more exten-
sive than the American BI form

in that indemnity is provided be-
yond the time required for physi-
cal reinstatement of the damage
to the insured risk Indemnity is
made for the period of time it
takes earnings to reach the level
of the period prior to the fire.
Dom€stic BI forms provide this
only as an extension at an addi-
tiona. premium.

THE SUM INSURED repre-
sents the annual gross profit and
the indemnity period may vary.
The rate is a multiple, varying
with the country, of the average
fire contents rate and the multi-

ple increases as the period of
indemnity increases.

In the United Kingdom, Mr.
Sage said, the loss of profits poli-
cy may be extended to include
spec.:1 perils that would not be
covered under a fire policy, such
as murder, food poisoning and
conta.gious diseases that could af-

Ourspecialized personnel, who know all

the insand outs of hull, cargo end inland

marinecoverage, can cope witi just

about any exposure yourcompany's

vessels or cargoes may encourter.

Whenever you havea question regarding

marine coverage, you'll find ar easy

answerat Talbot, Bird.

TALBOT, BIRD & CO., INC.
156 William Street. New York. N. Y. 10038
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feet profits through loss of confi-
dence in the insured business.

G. R. Stanyon, AFIA secretary.
liability, discussing public liabili-
ty insurance abroad, said it is

"relatively simple compared to
most of the other required insur-
ances." It is usually the least ex-
pensive cover, reducing the

importance of having the major
cover written locally in an ad-
mitted company SO that the

premium can be taken up as a
local tax deduction. All countries

also use one basic policy form
and modifications can generally
be made with little difficulty.

The main problem for a U.S. or
multinational company, he said,
is that "local admitted forms.

with few exceptions, do not ex-
tend to accept suit, defend ac-
tions or indemnify the insured
for claims presented outside the
territorial limitations of the poli-
cy even though the accident hap-
pened within such territorial lim-

itations." The only fool-proof
program, he said, is a combina-
tion of local admitted insurance

complemented by a nonadmitted
comprehensive general liability
(CGL) policy similar in coverage

to that deemed appropriate for
the insured's U.S. domestic oper-
ations.

The local policy will have the
advantage of meeting local insur-

ance requirements within the
laws of the country. The nonad-

mitted CGL policy will afford
coverage written in familiar

terms, provide excess limits pro-
tection for incidents covered un-

der it and the local policy, and
give primary DIC coverage for
such incidents as may not be
covered by the local form.

PRODUCT LIABILITY claims

sometimes raise the question of
whether the domestic or the for-

eign policy should respond. In Mr.

Stanyon's opinion the best solu-
tion is for the contract of the U.S.

domestic carrier to provide cover
and defense for all claims

brought within the territorial
limits of its policy, regardless of

where the incident occurred, and
for.he foreign carrier's policy to
do the sanne.

General public and product lia-
bility concepts overseas are not
as sophisticated as they are in
the U.S., he said, and it is wise to
check the laws of each country.

"Surety bonds U.S. style and

their guarantee counterparts
overseas are difficult, if not im-
possible to compare," Donald H.
Colyer, AFIA secretary, bonding
and crime, told the gathering. "I
think it fair to say that the nor-
mal guarantee overseas could be
better described as a security de-
posit with its fundamental func-
tion recognized as such."

Picking up the recurring theme
of seeing through the other man's
eyes. he said, "Our overseas
friends... are guided by local
custom and rules of the game as
they play it, that, for the most
part, serve them well. Only when
you fully recognize nationalism
can you then begin to think in
international terms."

PERFORMANCE guarantees in
sorne countries are handled ex-

clusively by bank guarantee, or
cash deposit; in some countries
they are required by law, in
others they are optional. Where
there is no knowledge of the

guarantee function, but where it
is called for, it may be consid-
ered a contract of insurance rather

than suretyship.

A performance bond, he said,
may mean the deposit of a letter
of credit through the local or
correspondent bank, a bank

guarantee, or a cash deposit. In
most countries contracts are sup-
ported by a token guarantee of
20% or less, which is forfeiture
in nature. The amount of guar-

British insurers set

motor repair center
LONDON-Auto insurers

here have set up a motor re-
pair center to perform re-
search and to bring about
savings in vehicle repair
bills. The British Insurance

Assn. says British underwrit-
ers pay out about $250 mil-
lion a year for car repairs
and the association believes

that a small savings in that
bill would more than pay for
the investment in the center.

Located 50 miles from here,
the center acquires written-

off cars, repairs some, uses
others for research and spare
parts, and sells the restored

cars. All repairs are timed
and different techniques for
similar jobs are compared.
Only cars that are less than
two years old and with low
mileage are repaired.

Principal aim of the center
is to produce findings that
will help the repair trade to
work faster, better and

cheaper.

antee required may be governed
by the difficulty of the contract
itself or the unknown or ques-
tionable performance ability of
the contractor.

He recommended studying care-
fully any restrictive efficiency re-
quirements in bonds in view of
local conditions that may affect
labor or machinery. "Experience
tells us," he said, "that only too
often the available labor overseas

is inefficient, or even nonexistent
-skilled labor may mean ability
to hammer a few nails-and where

they measure rain in feet rather
than inches, concrete doesn't set
and machinery, no matter how
packaged, gets wet in transit. Ef-
ficiency, for myriad reasons, be-
comes second class."

Adjustment of casualty claims
under an unadmitted workmen's
compensation policy overseas has
some different ramifications than
when handled on the domestic

scene, Harry E. Strong, AFIA
casualty claims manager, said. A
voluntary workmen's compensa-
tion policy, in reality an accident
policy that enumerates benefits
by reference to those of a conn-
pensation law of a particular
state, does not carry with it over-
seas the protection of being an
exclusive remedy. Consequently,
each claim must also be viewed

as a possible employer's liability
clairn.

Another major difference, he
continued, is the impact of crim-
inal investigations, hearings and
trials on claims for civil damages.
-In many jurisdictions," Mr.
Strong said, "the finding of a
criminal or court of inquiry is a
cornplete adjudication of the

happening of an accident."
The scope of authority of the

insurance manager responsible for
supervision of foreign programs
should be clearly defined by his
corporate management, Joseph B.
Weimert, AFIA vp in charge of
U.S. brokerage, told the group.
Communication of his authority
to the overseas organization and
full support in his implementa-
tion of that authority is impera-
tive. If management feels it must
limit his function to an advisory

status, he said, "then it should
specifically free the insurance
manager from responsibility for
what might go wrong as a re-

sult." •

Aetna names secretary
James R. Hibbitts has been

named secretary, group division,
at Aetna Life & Casualty Insur-
ance Co., Hartford.



N.Y. expects minimal rate changes
under new no-prior-approval la-

NEW YORK-The deputy su-

perintendent of the state insur-
ance department has told brokers
he is confident the new no prior-
approval law will not provoke any
major changes in insurance rates
for the consumer-either up or
down.

Moreover, he emphasized that
the law has sufficient safeguards
built into it to insure against
chaotic changes in rates.

Benjamin Schenck spoke be-
fore members of the Greater

New Y6rk Brokers Assn., a group
that apparently feels somewhat
neglected by the new law which
went into effect Jan. 1. "Brokers
are not mentioned much in the

new rating law," lamented one
close to the industry shortly be-
fore Mr. Schenck took the po-
dium at a recent meeting here.

ALSO SPEAKING to the bro-

kers were Alexander Rosenthal,
president of the Greater New
York Mutual Insurance Cos., and
Robert Gilmore, assistant general
counsel for the American Insur-
ance Assn. Mr. Rosenthal told the

group that at this point anything
said about the new law and its

ultimate effect is "only specula-
tion." Mr. Gilmore, on the other
hand, noted that the law is bound
to provoke changes in the make-
up of rating bureaus because of
its anti-trust provisions.

Explaining that the law is di-
vided into four parts-expansion
of- assigned risk provisions, ex-
pansion of the cancellation provi-
sions, expansion of insolvency
provisions and an open competi- -
tion provision-Mr. Schenck said
the latter is the most sweeping
change for the buyer.

"Our report found that while
regulation might have been

needed at one time because of

widespread membership in rating
boards it was no longer necessary
for the protection of the public
consumerf' Mr. Schenck said, re-
ferring to the study done by the
insurance department prior to its
recommendation of the law.

"WE FOUND that the old prior
approval law induced companies
to join rating bureaus which had
the ultimate effect of being
anti-competition," the deputy su-
perintendent said.

"Basically," he went on to ex-
plain the new law, "rates may
now be changed by a company

without approval of the depart-
ment whenever a company is
satisfied in its own judgement
they are 'reasonable' changes."
However, he noted that subse-

Venzke gets
Jewel post

MELROSE PARK, Ill.-R. Paul
Venzke has replaced Don Straub
as Jewel Companies Inc. insur-
ance manager. Mr. Straub as-
sumes new responsibilities as a
Jewel assistant counsel and will

be assigned to corporate real es-
tate matters of the chain store

operation.
Mr. Venzke joined Jewel in

1964 and since then has worked

as a claims investigator, insur-
ance analyst and, most recently,
assistant insurance manager.

Jewel operates food stores,
drug stores and a department
store chain. Sales for 1968 were

$1.3 billion.
Mr. Venzke is a 1960 graduate

of the University of Illinois with
a B.S. degree in finance and eco-
nomics.

quent filings must be made by
companies in addition to quarter-
ly reports of changes made. He
added that the department "has
the power to reimpose prior ap-
proval if it finds open competi-
tion is not working.

Emphasizing that anything he
said was merely speculation at
this point ("There are so many
imponderables and intangibles

involved . . ."), Mr. Rosenthal
said he feels 1970 will not see

any "dramatic changes either up
or down.

"IT WILL ALL depend on the

philosophy and attitude of the
superintendent and his aides. A
weak statute may be strongly en-

forced in some states and a

strong statute may be weakly en-
forced in others. The (insurance)
department has indicated it will
maintain a neutral position."

In terms of changes, however,
Mr. Rosenthal did say that buy-
ers might see some changes. "In
those lines that are difficult to

place, there probably will be a
general increase of rates. And in
the few lines that have been

profitable, there may be a de-
crease in order to get more of
this business on a company's
books," he said.

According to Robert Gilmore,
it is the anti-trust provisions in
the new law 'which have given
the American Insurance Assn.

and rating bureaus som6 cause
for pause.

"RIGHT NOW the bureaus and

member companies are hard at
work trying to rationalize these
anti-trust provisions," Mr. Gil-
more noted. "It is quite conceiv-
able that we are going to see a
different type of arrangement of
the rating bureaus," he said.

As reported earlier in Business
Insurance several-insurance

companies have withdrawn their
memberships in rating boards
and associations.

"All the rating bureaus are in
the process of revising their con-
stitutions and the way they oper-
ate," Mr. Gilmore said. The gen-
eral counsel said that it is his

own view the flight will not go
beyond what it has already.
"Many companies did that out of
ultracaution," he noted, adding
that he doesn't think withdrawal

of formal membership necessari-
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ly means they will not continue
to participate in obtaining rating
information.

THE PROVISIONS bothering
rating bureaus and insurance
companies are those which pro-
hibit insurance companies from
acting in concert when setting
rates and another provision
which allows private parties to
bring treble damage actions if it
is determined rates are being set
in this fashion.

"What we have here is a little

Sherman Act buried in the rating
law," Mr. Gilmore later told
Business InsUTance explaining
that the provision could open up
a Pandora's box similar to that

opened when the electrical appli-
ance industry was charged with
price fixing. The treble damage
provision would allow private
suits in which damages, when

determined, would be tripled as a
punitive measure. •
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Gi/es on the /aw

Charitable immunity doctrine now

By JOHN W. GILES

Attorney-at-law

WASHINGTON-The charita-

ble immunity doctrine protect-

ing charitable institutions from
tort liability is practically in
ruins, according to the Missouri
Supreme Court.

In 1942, six states remained
where the rule was in full force.

Only three states now remain
where the doctrine is enforced,
and they are Massachusetts,

Rhode Island, and Soch Caroli-
na. The court, in abandoning the
doctrine, notes that today charity
is big business. It is of:en corpo-
rate both in she identity of the
donor and in :he idensity of the
donee who administers :he chari-

ty. Tax deductions sometimes
make it actually prcf.table to
contribute to :harity. This kind
of charity can pay its Ewn way,
not only as to its office expenses,
but as to the expense of insur-
ance to pay for torts, as well.

Today, public liability insur-
ance is available to charitable

institutions to indemnify them
against losses by way of damages

'or their negligence. However,
:he court said that it did not

ma ke the existence of liability

insurance a criterion of liability,
as some states have done. It

merely emphasized ics availabili-

ly and widespread use as a fact
and circumstance which did not

exist when the doctrine was first

adopted.

( Mo. SuD. Ct.-Abernathy v.

Sisters of St. Mart/s.)

WHEN IS AN insurance car-

rier liable to an employe covered
by workmen's compensation, if
,the carrier refuses to authorize a

necessa y operation?
A New Jensey case reports that

the employe was admitted to the
hospital at the request of the car-
rier, for examination and treat-

ment. The carrier's doctor re-

ported that an operation was
necessary to remove a disc. The
employe was prepared for sur-
gery on three occasions, but it
was canceled each time because

the carrier refused to authorize

it. The employe charged that h
suffered unnecessarily prolonged
pain, suffering and mental an-
guish; that his injury was wors-

Unheard of! An unknown among
the top 161ife insurance companies.

Sixteenth among more than 18)3. How did an "unknown" get there? By invention.
By developing more different kinds of lia, health, ret-rement and group insurance plans. Jus: ask your

independent insurance agent. He knows insurance. He knows all the famous insurers. And
from all of them, he's chosen Continenta. Assurance his No. 1 underwriter. Not because he had to, but

because he wanted to. Example: In jjst one product line, we give your broker 88,200,000,000
ways to customize your coverage. Like it was his own insurance company, run just

for you. Unheard of! (Except by professional independent agents.)
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ened; that he was prevented from
obtaining employment sooner, ano
that he was not compensated un-
der the workmen's compensation
award which he ultimately re-

ceived for his injuries.
The court said he was right. It

cited Mager v. United Hospitals
of Newark, 46 N. J. 398, which
held that a workmen's compensa-
tion carrier that maintained its

own medical clinic for treating
injured employes is liable for the
negligent treatment of such em-
ployes. The facts in the instant
case indicate such an "independ-
ent undertaking." Once a carrier
has undertaken to provide treat-
ment, it may not cease treatment
without subjecting itself to liabil-
ity.

(N. J. Super. Ct. Appellate Divi-
sion, Rothfuss v. Baker's Mutual

Insurance Co. of New York.j
*

WHEN DOES THE government
have a salvage claim?

A ship of the American Oil Co.,

carrying gasoline and heating oil,
caught fire while in dock. The
U. S. Coast Guard had assisted

the local fire department in at-
tempting to control the fire, and it
called in the Air Force and the

Navy to provide air lifts of chem-
ical foam when the local supplies
were exhausted.

The U.S. made a claim here for

salvage in the amount of the chem-
ical foam expended, as well as for
aircraft flight costs, military vehicle
transport costs and military ex-
penses involved in the Navy and
Air Force. American Oil contend-

ed that the Air Force and the Navy
could not legally refuse to respond
to the Coast Guard's request for
services and therefore these ex-
penses could not be recovered.

In rejecting this contention, the
court pointed out that the legal
duty of assistance here was owed

to the Coast Guard, not to Amer-
ican Oil. Therefore, since neither
the Navy, Air Force, nor Coast
Guard had statutory, preexisting

legal duties to assist in salvage
operations, these operations were
entirely voluntary.

You will recall that a salvor's

claim must be based entirely on

voluntary action; that is, he must
render it without compulsion of
official or legal duty to render
assistance.

(U. S. Court of Appeals, 5th
Circuit, U. S. v. American Oil Co.
10/3/69.)

***

CAN YOU WIN on a policy
covering your eyes? This plaintiff
did not.

The insured was struck in the

right eye' by a foreign metallic
obj ect which was removed from

the eye by a giant magnet. A
cataract was removed from the

eye at a later time. He sought to
recover for loss of his eye.

In the policy, "member" includ-
ed "eye" but loss was defined
"with regard to eye, entire or ir-
recoverable loss of sight." The
district court dismissed the suit on

the ground that the loss of sight
was "entire but not irrecovera-

ble."

This decision was affirmed by
the U.S. court of appeals for the

6th circuit. The gist of the deci-
sion was that the use of the word

"irrecoverable" in the policy re-
quires the minimization of the
damages, in that it implies that
the insured make an attempt to
determine whether his sight could

be recovered by glasses or sur-
gery. (Wallace v. Insurance Co. of
North America-U.S. Court of

Appeals, 6th Circuit, Sept. 16,
1969).

Is not this placing a heavy bur-
den on an injured insured who

cannot afford to engage expensive
eye surgeons? Was there or could
there be any guarantee that sur-
gery would improve the condition
of the eye? ,



business insurance/perspective
Point of no return?

The insurance company viewpoint
by Walter R. White,
vice president and commercial lines sales
manager,

Kemper insurance Group,
Chicago, m

E W. Altstaetter, in his article "An in-
dustry at the point of no return" in the
August 4 issue of Business Insurance

has raised several complaints and accusa-

tions against the property-liability insur-
ance business.

If his article's title suggests simply that
the insurance industry can't go back to
the good old days of the 1940s and prior,

we all must heartily agree. If the title
means, as it seems to, however, that the
industry is doomed, then we must take

the position of Mark Twain, who protest-
ed that the rumor of his demise had been

greatly exaggerated. Insurance is indeed
faced with many vexing problems, but it
is hardly on the verge of extinction.

Mr. Altstaetter's complaints appear to be
based largely on two concepts: (a) there
is a lack of capacity, and (b) the compa-
nies say they are making a poor profit but
in fact are making a good profit. He right-
ly senses that capacity and lack of profit
are related. Let us look at one of these con-

cepts, profits, first.
Insurance Company Profits

There has been a great deal of first-rate

literature on this subject in the past year
or two. Receiving the most attention are
the two Arthur D. Little studies by Dr.
Irving H. Plotkin. Equally meritorious is

Russell P. Goddard's paper, "Total Earn-
ings from Insurance Operations-The
Investor's Viewpoint," appearing in the
1968 Proceedings of the Casualty Actuari-

al Society. While approaches and philoso-
phies differ, all these studies indicate that
the ratio of profit to invested capital has
been about 8 % for the past ten years or
so (somewhat less for the past five years).
The ratio of profit to gross sales has, of
course, been a great deal less.

THESE PROFITS have been realized

very substantially from investment in-
come and unrealized capital gains, and
hardly at all from underwriting opera-

• Item-The First National City Bank of
New York lists the profit ratios of leading
industrial groups countrywide. Property-
liability insurance consistently shows up
last in the listing of the 65 groups.

• Item-Forbes, in its January, 1969,
issue, ranks the finance group 20th out of

23 for profitability, and 14th out of 23 for
growth. It includes insurance companies
in this group, which also includes IBM
and Sears Roebuck. In fact, in the liist of

41 corporations in the finance group, the
first insurance company appears 21st, and
this is a group, American General, which
is heavy on the life side. The big proper-
ty-liability companies barely make the

'No, the companies do not say they are making no profit.
They say, rather, that they are among the least profitable
of all industries.'

tions. In fact, the typical company shows
an underwriting loss, which reduces the
investment profit. The degree of under-
writing loss varies, but obviously if it
increases to a point where it exceeds in-
vestment income, the entire operation be-
comes unprofitable. The company in that
case would be better off to shut its insur-

ance doors and operate as a mutual fund.
No, the companies do not say they are

making no profit. They say, rather, that
they are among. the least profitable of all
American industries. Consider:

Forbes 500 list: Aetna is the first one,
appearing in 446th place, Travelers Corp.
449th, Hartford 469th. These companies
showed about a 5% or 6% average five-
year return on stockholder's equity.

• Item-News Front, November, 1968,
lists the top 100 U.S. corporations, ranking
them by (a) profit to sales, (b) profit to
stockholder's equity, and ( c) growth. Not
one insurance company appears on any of
the three lists.

For several years the prices of the stock
of property-liability insurance companies

Products liability: Controlling
and avoiding losses
by Robert D. Schaible,
liability claim manager,
Employers Insurance of Wausau,
Wausau, Wisconsin

This is an excerpt from a speech given
by Mr. Schaible at the recent Mutual In-
surance Technical Conference in Chicago.
Though MT. Schaible speaks as an insur-
ad cohipany executive, his remarks carry
a sharp message for risk managers and gen-
eral corpoTate executives.

F ifteen years ago, not more than a hand-ful of cases in the courts invelved

questions of products liability. Today
these suits are counted in the tens of

thousands. Not only has the number of
products claims increased, but the average
cost to manufacturers, assennblers of

parts, distributors and retailers is increas-
ing faster than any other type of case.

The sharply rising uptrend in the inci-
dence of such cases can be laid to an in-

creased claims consciousness on the part of
the public that is fanned by news stories
that seize upon the sensational and blow it
up. Just as the advertising media has done
so much for mass distribution of products,

so other media have educated the consumer

to the possibility that someone may be li-
able for the harrn which is caused by the
product. That public which has been per-
suaded to buy with enthusiasm is just as

eager to impose liability if the product does
cause harm.

The problem hasn't escaped the atten-
tion of the Federal government either.
When he was president, Lyndon Johnson
said, "Among the American consumer's
rights in the marketplace is the right to
be protected from unsafe products." And,
on another occasion, he was quoted as
saying, "Safety is no luxury item, no op-
tional extra; it must be a normal cost of
doing business." The National Commission
on Product Safety, a Lyndon Johnson
brainchild that is being continued by the
Nixon Administration, has launched a
fact-finding foray into the maze of legal
questions surrounding product liability. It
can be expected that far-reaching legisla-
tion will be proposed by the commission
to provide what the commission believes
is needed for consumer protection.

MOST PEOPLE who have little or no

understanding of design engineering,
manufacturing, test procedures, quality

control, marketing, or contractor inter-re-
lationships, are forming opinions about
safety and product liability on the basis of
what they read in newspapers and maga-
zines-and the emphasis in the news is on
product failure rather than product sue-
cess. Is it any wonder that the general
public believes that manufacturers, in
general, are dragging their feet on prod-
uct safety?

What nnust be done to control or avoid

product liabilitg losses? A few examples
of the types of product cases being encoun-
tered today may provide the answer.

A product defect, or a claim alleging a
product defect, may arise from faulty de-
sign, faulty manufacture, faulty compo-
nents or materials that are purchased,
faulty specifications, incomplete instruc-
tions, lack of warning or inadequate
warning of hazards that might arise from
normal use, as well as reasonably foresee-
able misuse of the product.

The following examples include cases
where the claim was based on one or
rnore of these causes:

• Claim for fire damage to a building
allegedly due to a malfunctioning deep fat
fryer. Tne alleged malfunction was claimed
to be due to plumber's pipe dope or com-

have been less than their adjusted book
values. In other words, in the eyes of the
investors they were deemed to be better
dead than alive. Toward the end of 1968

their prices climbed, so that they nearly
reached a parity with their book values;
but in 1969 they have again retreated,
along with the general market. How do
those who claim the insurance companies
are making a high rate of profit explain
this fact?

Mr. Altstaetter implies that the conglom-
erates, which have been buying some
insurance companies, are doing so on ac-
count of their profitability. He says, "Cer-
tainly National General didn't think badly
of Great American." National General val-

ued the earning power of its new acquisi-
tion so low that it pulled $150,000,000
completely out of the business and put it
to work elsewhere. What this kind of

action does to capacity we will consider in
a moment.

THE INSURANCE companies very nat-
urally want to turn a profit on their
insurance operations. The managers are
constantly reviewing their portfolios, to
prune out the least profitable parts or to
raise prices. They are fought bitterly
every inch of the way by insurance de-
partments, consumers' organizations, and
legislative bodies, and are accused of
everything from indiscriminate cancella-
tion and "dumping" to downright boycott.
In New Jersey, for example, they have

Continued on following page

pound entering a gas · valve making the
valve inoperative.

• Claim by an electrician for loss of
vision in one eye caused by a piece of
coaxial cable hitting the eye when the
cable was cut by the electrician. It was
claimed that the conductor gave the ap-
pearance of soft copper wire when it was,
in fact, copper covered steel wire. The
claim was that the wire was unreasonably
dangerous and defective because the man-
ufacturer failed to give a warning that the
wire would fly off when cut.

• The manufacturer of a sewing ma-
chine was asked to pay damages to a
purchaser for inj uries sustained when the
head of the machine struck her as she

opened the machine. The head had by-
passed the stop because the hinges bent
out of shape. It was claimed that the
hardness of the hinges had a rating less
than that specified by the retailer for
whom the machine was manufactured.

• Claim against the manufacturer of a
sheet metal shearing machine wherein the
claimant was injured while using the ma-
chine when the blade came down upon his
arm. The only allegation of negligence was
that the manufacturer designed and man-

Continued on following page
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perspective

Wh ite
70% profit for Continental Casualty Co. in is what disappoints him He must be very dustry agrees with his ideas. He is cer-
1956 This lS the year that company ac- much aware of the efforts of the airlines tainly optimistic, however, in his conten-
quired National Fire Insurance Co. of to form their own insurance company and tion that Federal regulation and control

been demed an auto hability rate increase Hartford for an exchange of shares, and of the troubles and disappointments they should be exclusive, '4replacing the 50

for four years, and are now expected to assets went up from $274 million to $453 have had. states with one jurisdiction, not Just add-

operate at an underwriting loss of at least million To label this as "profit" is, of THE JUMBO JETS certainly do pose ing a 5 lst "
20% (far more than can be offset by course, mistaken. new problems. The insurance companies It is partly because such an outcome is

investment income). Is it any wonder that In like fashion, Mr Norgaard disregards must be convinced that they can get the so unhkely that the companies oppose
the insurance market m that state is contributions to surplus. When the owners necessary premiums to sustain the expect- Federal regulation Also, they view the
drying up9 The companies are quite con- of Allstate put another $50 million into ed losses Unless such premiums are idea of a single jurisdiction with misgiv-
scious of the increasing attention automo- the company in 1958, he records lt forthcoming, they Will indeed "retreat " ing, mistrusting the possible consequences
bile msurance ts receiving asa necessity as "profit " Likewise increases in the loss Unlike auto, no one really expects them to of putting so much power m a single
in today's society, but understandably are reserve, the tax reserve, indeed all re- subsidize the airline business If appro- place He says that under no circum-
reluctant to subsidize the New Jersey mo- serves It would be a tragedy if such data priate premiums are forthcoming it is like- stances should the Federal government
torist to such an extent were being taken at face value in Con- ly that substantial increases in participa- become involved in rate regulation But in

One vocal critic of the Arthur D Little gress and elsewhere. tion will occur view of the social nature of auto insur-

report is Professor Norgaard, formerly of Capacity Incidentally, in two places in his article ance such regulation would inevitably fol-

the University of Southern Callfornia He It is against this background of relative Mr Altstaetter has gone out of his way to low, and there are those within the indus-
teamed up with his then fellow Professor unprofitability that we must examine the deride London reinsurance. In view of his try who believe removal of the antitrust
Schick to produce testimony before Sena- problem of capacity Under these condi- criticism of the companies for their fall- exemptions to be a desirable form of Fed-
tor Hart's antitrust and monopoly com- tions lt lS inevitable that capital will seek ure to reach huge, new capacities, this is eral rate regulation.
mittee, to the effect that insurance com- more remunerative uses. Even so, the in- quite puzzllng. Why reject British and Mr Altstaetter lS to be commended for

panies "are producing extremely high surance companies have done a very other foreign support9 They form about his appeal that the msurance companies
rates of profit " creditable Job. In airhne insurance, habil- one-third of the nuclear pool insurance be permitted to operate at a profit, that

In an article in Trial magazine, he cate- 1ty covers up to $100 milhon per occur- capacity, and are very welcome partners some meaningful measure of profit be
gorically states that insurance companies renee have been put together Against the in that venture He says, referring again to agreed to by all parties, and that we move
over a 15-year period turned a better hazards of peaceful nuclear energy the the demands of the jumbo Jets, "No run- away from some of the outmoded and
profit than 90% of non-insurance compa- companies have fashioned protection with ning to London on this one." Why not? If shackling methods of regulation presently
nies But upon examination it turns out a top limit of $164 milhon per occurrence reinsurance markets outside the U.S. are employed. If he is joined by all corporate
that he measures noninsurance profits in Mr Altstaetter speaks of "the retreat of not to participate, capacity will indeed insurance managers, the companies will
a normal fashion, ie, net income to net aviation underwriters in the face of jum- take a nose-dive We need them. just as' Indeed receive some powerful support in
worth, while his measure for insurance bo Jets." One must presume that the ina- they need us in many reverse situations the attainment of these obJectives In the
companies is growth in assets only. He bility of the insurance companies sudden- Several criticisms are made by Mr meantime, however, the industry is alive

naturally arrives at some distorted fig- ly to triple the capacity to $300 million, Altstaetter of the cripphng nature of state and kicking, and very far from the pomt
ures For example, his worksheets show a which is probably the new level sought, regulation. In general, the insurance in- of no return

Schaible
maximize the possibihty for a staunch and a policy on product safety is clearly consulting regularly with one another-
defense if and when their products were and forcefully written and communicated, should be continuously meshing gears

...

alleged to be harmful beneficial forces will be set in motion But with one another
ufactured a sheet metal shearing machine How, specifically, can an msLrance car- then these forces must be kept moving Over and over again participants point-
with a safety guard which could be easily meI· be of practical help in the matter of This lS achieved only by fixing responsi- ed up the need for top management lead-
removed while knounng that such devices products loss controlp It must recognize, bility and accountability erships and direction in product safety-
are often removed to speed production first of all, that it cannot prevent its Company policy should designate a and not mere support One man summed

• Claim for inJury due to the use of a pollcyholder's product liability losses for specific person or group of persons in the it up well when he said. "The best control
product even though the user was using it him, any more than lt can handle his organization who will have the important system in the world won't even get off the
contrary to the warning and caution quality control, or his marketing, on any responsibility and authority to keep the ground without strong, consistent man-
wordmg on the label The product's name other basic function. The carrier cannot product safety policy working throughout agement leadership "
contained the word "Safety " It was run this or any other parts of the policy- all operating divisions Effective product liability control and
claimed that the prominent display of the holder's business But the insurance car- Some companies have created the posi- preclaim planning will not only help to
product name played down the dangers rier can counsel and assist toward that tion of "reliability director," or "product guarantee a company's survival in to-
and canceled the warning and caution end, this is its proper role safety coordinator"-and before long, per- day's perilous climate, it will also help to
that were printed on the label in smaller One of the first steps the insurance haps the title "vice president for product guarantee for that company a generous
print than the name carrier can take in providing assistance is safety" will become a familiar one slice of the market-because everything a

• A manufacturer of swim suits was to help the pollcyho.der evaluate his prod- Whoever this person lS, and whatever he manufacturer does to heighten and main-
sued by a young lady for mental anguish uct liability problems. Once a manufac- 18 called, he should be m a fairly high tain the quallty, the rellability, the safety,
she claimed she suffered when her per- turer has completed such a painstaking echelon of management. He will help the integrity of his product, also works
sonal and private parts were exposed to evaluation, his major needs are deter- maintain the consistent coordination, co- directly to make that product more salea-
view after her bathing suit became wet mined On this foundation, the carrier can operation and communication involving ble-more valuable-more reputable 11

The claimants didn't recover money then assist in developing a plan of action, key people and departments that are re- the consumer's eye. .

damages in all of these cases. However, in in which objectives are spelled out in the quired for an effective control system.
all of them the manufacturer or his insur- form of controls for the most serious

er had to make an investigation In some problems and target dates are establlshed IN THE SUMMER of 1968 my company
of them the manufacturer and/or his in- for the completion of these controls hosted a national symposium on product
surer had to make elaborate tests or ex- Answer man
periments, engage the services of experts, This feature is designed to give Business
pay attorneys' fees, attend conferences, 'Some companies have created the position of reliabmfy Insurance readers an opportunity to get
answer interrogatories, glve depositions,
attend trial and appeal to appellate courts

, answers to questions related to risk man-
director or product safely coordinator ... agement and employe benefits administra-

before the manufacturer's liability or 
nonhability was determined Win or lose,

tion Ask the Answer Man about sources of

information, a special problem m your com-
the existence of products claims means I WON'T GO INTO specific product liability loss control bringing together

greater operating costs for the manufac- liability loss controls, as you are probably about 100 experts in the seven disciplines
pany, a market for a particular hne of

turers and, not so incidentally, higher familiar with most of the basic ones, such (design, purchasing and manufacturing,
insurance You may wish to ask for 1nfor-

prices for the consumer as maintaining careful records and check- quality control, marketing/advertising,
mahon on an Insurance carner or on par-

How does the manufacturer meet the ing the accuracy of advertising and sales products service, legal and insurance)
ticular facets of an employe benefits pro-

problem'> Obviously he must develop a literature. But I do want to emphasize, The great need, as expressed at the
gram. Send your questions to the Answer

plan of action for controlling product lia- especially, the importance of having a symposium, is for every manufacturer to
Man, Bustness Insurance, 740 Rush St,
Chicago, Ill 60611

bility losses Careful preventive measures manufacturer's top management develop strain his foresight to the utmost! He
must be established and followed a positive philosophy and a management must anticipate every possible circum- Dear Answer Man:

THERE HAS BEEN considerable litera- policy on product safety. There must be stance under which his product rmght Please advise me of the proper methods
ture published for manufacturers on this vigorous determination within the compa- cause harm He must develop a more to employ in seeking a state license to
subject of product loss control Two espe- ny to make the finest, the safest, the most far-reaching, fast-acting, solidly-integrat- establish a fire-auto-property insurance
cially good pamphlets were published by reliable product on the market, this de- ed control system which anticipates every company
the Defense Research Institute They are termination must penetrate the organiza- conceivable failure, misuse or abuse of his Thank you for whatever help you may
entitled "Products Liability: Guides for tion, from the top down' Management- product, and the possible consequences be able to give me
the Corporate Manufacturing Executive" and management only-an spark and He must consider all of the effects of time
and "Products Liabillty· Guides for the nourish such a positive philosophy and environment upon his product. Edward F. MeFarlin

Corporate Executive II " Copies of these As a first specific control step, manage- Better communications in all phases of Chicago, Ill
pamphlets may be obtained at cost from ment must develop and communicate a operations, from design on through to
the Defense Research Institute, 1212 West firm policy on product safety The pollcy marketing and product service, were rec- ANSWER MAN SAYS: Requirements
Wisconsin Ave, Milwaukee, Wis must spell out objectives concerning prod- ognized as the single most important need for a state license are detailed in the State

My company long ago concluded that uct safety and underline each employe's for improved product hability loss control. of Illinois Statute Code, Chapter 73, Arti-
the product liability problem could best responsibilities m meeting those ob]ec- One of the summarizing speakers at the cles 1-2, Section 613-647 1 with supple-
be met with a positive, creative, long- tives Every person must know, unmistak- symposium noted that "the most impor- ment requirements under Article 1, 1-35 1.
range approach We therefore set to work ably, what is expected of him to assure tant thing that has come to light is that The Illinois department of insurance ad-
with the conviction that the only practical product safety and he must be held ac- designers should be talking to lawyers, vises that anyone interested in starting a
and permanent solution would be to help countable for meeting responsibilities. and products service people should be company contact Don Weber, Fire and
our policyholders minimize the possibility After a positive philosophy is created talking to quality control specialists. In Casualty Department, Illinois Department
of their products proving harmful-and and spread throughout the organization, fact, all of the seven disciplines should be of Insurance, State Capitol, Springfield, Ill
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The odds were against it.
We've heard it before. Well hear it Again.

That's what they always say about freak accidents
that swallow American Corporations: "The odds
were against it." And they're usually right.

But being right doesn't pay for the catastrophe.
That's what CNA excess coverages

are for-property and casualty
protection that starts where primary
coverages stop. High limit protection
against the monster that can finish you.

CNA is uniquely willing to write such coverage.
Because we're good at it.

We've been in this business a long time.
We can recognize an unusual risk. Analyze
it. And rate it. All with remarkable skill.

We've had experience writing both
business umbrella policies, and huge
excess manuscript policies unique to a speciftc
corporation's needs.

We're large enough to handle almost any
need. Anytime.

But it takes more than brains and money to
write excess coverage. It takes nerve. And CNA
has it.
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You can see it in all our insurance systems.
It's just more obvious in excess coverage.

Most of our systems are designed
to lower your cost of doing business.

Excess coverage is designed to keep you
in business. Against all the odds.

Contact your agent.
Or write to us.

Haveityourway
*- CNA/insuranee
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Lunt offers prepaid dental care to 500 employes
GR EEN FIE LD, M ass.-Some

500 employes and their families
cf Lunt Silversmiths here will

comprise the first group in the
six-state New England area to
receive prepaid dental-care cov-
erage under a new plan spon-
scred by the Massachusetts Den-

tal Service Corp. through Blue
Cross.

"We simply felt this was a
Lrroper move," company presi-
dent Denham C. Lunt Jr., said,
noting that the firm has always

tried to maintain the best possi-
ble health insurance coverage for
workers.

Dental Service president, Dr.
Harry K. Bailey, remarked:

"WE KNOW THAT pre-pay-
ment will encourage better use of
dental services, so we expect that
the corroration, sponsored by
hundreds of dentists throughout
the state, who have signed as
participants, will make a major
contribution toward irnproved

dental health in the common-
wealth."

Dental Service has arranged
with Massachusetts Blue Cross to

provide administrative services
for the prograrn to be offered to
employed groups across the Bay
State.

Initially, a group must have at
least 200 employes enrolled-and
the 200 must be at least 75 % of

all eligible employes.
This minimum will be reduced

in the future, and, it is expected,

you'll learn abour a system for seeing a// the risks you have to manage. This system digs out, organizes
and presents the essent al facts for a coordinated attack on Injury, Liability, Fleet Claims, and Premium costs.
We call it the IMPACT system for total risk management. O IMPACT works with all carriers, all zoverages,
and all non-insured ris<s. It is the only system that can give you a comprehensive analysis of all accident costs
in a single mo-tthly report. And, because it can be operated by your agent, it spreads some of your adminis-
trative burden 0 Ask your agent or broker to put IMPACT into his service package. Or write today for our
free Facts Pack. It's an Eye opener.

A Division of Management Information Systems
CONTROL

P. O. Box 9013, Amarillo, Texas 791CS

individual memberships will be
offered.

SIGNIFICANTLY, a group does
not have to subscribe to Blue

Cross-Blue Shield to join the state-.

wide dental service plan,
Lunt Silversmiths will pay the

entire cost of the local program,
basic benefits including full cov-
erage with no waiting periods for
services listed when rendered by
a participating dentist.

District manager Edward Bach,
Blue Cross, told Business Insur-
(mee that "participating" is the
key word to the no-waiting pro-
vision.

At the outset, some 50 dentists
in Western Massachusetts com-

munities are participants.
BENEFITS INCLUDE services

provided by dentists on routine
visits.

Hospitals...
Continued from page 14

mane goals, sensible, self-re-

specting responsibility, and the
size of bills.

Hospitals can help. In Cincin-
nati, the hospitals are chipping
away at some of their more ap-
parent inefficiencies. A spokes-

man-well-trained, experienced
and conscientious-takes issue

with anyone who suggests ad-
ministrative inefficiencies con-

tribute to higher costs. He doesn't
like the stigma of inflation ap-
plied to medical costs.

HE RIGHTLY points out that
higher costs do not mean infla-
tion when services are improved.
More and better service should

cost more, he says. He can make
other cogent points.

• Cincinnati hospitals four

years ago accelerated their train-
ing programs for practical nurs-
es, and induced 200 retired Reg-
istered Nurses to take refresher

courses and return to duty.
Scholarships are made available
and are attractively advertised to
laboratory people, dieticians, and
people trained in other essential
disciplines who might otherwise
seek employment in industry.

• Obstetric beds were re-

duced from a high level of 700
( 12 years ago) to the current 400
bed level; the 300 beds were con-
verted for surgical cases without
constructing more floor space and
additional investments. Three hos-

pitals dropped OB services entire-
ly. Cincinnati now has a birth rate
of 78 babies per day, and no hos-
pital now has fewer than 1,500
OB patients per year.

• Three hospitals have joined
with Blue Cross of Southwest

Ohio in developing a time-shar-
ing computer service to increase
the efficiency of their business
office operations.

e Other hospitals are cooper-

ating in laundry services.

THE HOSPITALS were not

helped by evolution of compre-
hensive specialty services, such
as privately owned laboratories.
Cincinnati has only one private
'total service' laboratory and it's
just getting started. The commu-
nity also has no private ( corpo-

rate) group medical services.
(It helps understanding to

know that Cincinnati's business

and industrial community serves
a very large rural and suburban
area, and is located in the center
of a semi-rural transition area

containing many doctor-poor com-
munities.)

Hospital s pokesm en tactfully
avoid discussion of their operat-

The service corporation says
that participating dentists have
agreed to accept the dental serv-
ice payment-95 % of a dentist's
customary fee-as payment in
full.

Service components include:

Diagnostic X-rays, one complete

examination, diagnosis and chart-
ing for each person covered in the
plan, one cleaning each six months
per person, one fluoride treatment

annually for each person if done
in connection with cleaning, fill-

ings as needed, including treat-
ment, fillings and stainless-steel
crowns for primary teeth, simple
extractions, and, if extractions do
involve surgery, payment for regu-
lar extractions will be made to-

wards the cost of surgical extrac-
tion, root-canal work, general an-
esthesia and denture rebase and

repair. •

ing efficiencies. They also avoid
comparison of their different lev-

els of service, both professional
and housekeeping. Prices charged
vary, however.

The only logical explanation is
that competitive forces are at
work, and the public and its phy-
sicians are exercising choice, and
that different hospitals offer dif-
ferent levels of service. Evidence

indicates the differences are in

the level of professional services.

AN OPTIMUM hospital econo-
my demands that beds, at least,
stay full. This covers the cost
burden of parking lots and kitch-
ens. And if keeping beds full is a
significant factor in efficient op-
eration, then empty beds-while

they increase opportunity for
providing- faster moving profes-
sional service--are a cost-in-

creasing problem that hospitals
could share, ultimately, with mo-
tels and hotels, dormitories and
public institutions.

The problem is simply aca-
demic at the moment. But a hos-

pital with good housekeeping
and declining or 'stand pat' pro-
fessional services, may be the
long-range solution to the per-
sistent cost problem. Patients
who need fewer professional
services can be comfortable in
lower cost beds. The total cost of

individually funded group plans
could be reduced, and the cost to
employers who offer generous in-
surance benefits also might be
reduced.

Subtle forces at work in a

competitive society, when they
influence 'customer' selection of

non-competitive services, most
certainly increases differentiation
of the available products and

services. Differentiation of hospi-
tal care services-at least in pro-

fessional services, likely will con-
tinue.

funded programs can help the

expansion of lower cost facilities;
they can devise the provision in
agreements now being written.

This is apparently what the
most sophisticated management
teams are trying to do. They are

doing it with professional 'style,'
without criticism, without point-
ed attacks on any segment of the
medical fraternity.

IF NEW PROGRAMS repre-
sent trends, it seems likely that
employers will:

• Fill voids in coverage;

• Expand benefits;
• Write the provisions 'in more

detail;'
• Rely on existing profession-

al services rather than create

in-plant services of their own;
• Study their costs very care-

fully. .



D&0, manufacturers'
covers introduced

CHICAGO-Stewart, Smith has
introduced two new coverages, one
for diretors' and officers' liability
coverage for moderate-sized com-
panies and the other manufactur-
ers'- penalty insurance.

The directors' and officers'

coverage is written in Pacific In-

demnity Co., Los Angeles, and
will compete with similar plans
now offered by American States
Insurance Co., Indianapolis, and
American Home Assurance Co.,
New York.

The manufacturers' penalty
coverage is designed to insure
against liquidated damages clauses
for the late delivery of manufac-

Businessmen..
Continued from page 2
of Continental Insurance CO.

"They're like doctors trying to
keep a patient alive while a cure
is sought. Most firms are very
highly automated, but every day
I see some senile messenger
stumbling along taking millions
of dollars in securities from one

computerized firm to another."

Philip L. Schiedermayer, presi-
dent of the Security Engineering
Co., thinks it's a matter of man-

agement programming the com-
puter programmers as to what's
happening in the company.

"Often a programmer comes up
with something that the office
people simply can't live with and
that makes audit trails impossi-
ble," Mr. Schiedermayer said.

"Management should sit down
and look at its procedures, not as
he thinks they exist or as some
computer expert tells him they
exist, but as they are."

AS MOST procedures exist
now, it's easy for an unscrupu-
lous computer operator to push
the wrong buttons. Robert V. Ja-
cobson, president of Bradford
Associates, said that the person
who tampers with computers ac-
quires his fortune slowly, but
surely.

"With computer errors," he
said, "it's death by slow strangu-
lation. For example, one man in
a brokerage firm came in on

Sundays and ran punch cards
through the computer to add a
little bit every week to his and
his wife's account. In five years
he had a quarter of a million
dollars."

He said another employe pro-
grammed a computer to ignore
all bad personal checks that he
cashed.

".Errors are often hard to de-

tect because the data of one com-

puter is input for another ma-
chine. The second machine com-

putes the- wrong figures and
pretty soon all the files are full
of mistakes," he said. "People
just tend not to question a nice
neat form that comes out of a
computer."

BY THE TIME all the little
errors have mushroomed into a

big loss figure, the criminal has
flown south with the money and
is usually never heard from again.
Employe background checks being
what they are, he may even wind
up working in another financial
house.

Mr. Jacobson suggested much
tighter guarding of computer
rooms in off-hours and having a
separate computer library that

also has close supervision.
"Once you get a good system

going, the main thing to do is

audit, audit, audit," he said.
"Keep up with it." •

tured goods, the late completion,
starting and testing of machinery,
and the failure of goods supplied
to meet performance guarant6es
required by the buyer or ultimate
user. It is believed this is the first

time manufacturers' penalty in-
surance has been offered domes-

tically.

GENERAL qualifications for
financial institutions under the

d&0 plan are deposits of not
more than $50 million and not

less than $10 million. Corpora-
tions Inust not have assets

greater than $5 million with net
worth of at least $1 million. Non-

profit organizations with assets
of not more than $5 million also
qualify, but closely held compa-

nies are not accepted as risks under
the new plan.

The maximum coverage avail-
able under the d&0 plan is $1
million; rates are determined in-
dividually, according to Hal
Fredricks of Stewart, Smith. The
minimum deductible and reten-

tion is $5,000 for the d&0 insur-
ance.

The manufacturers' penalty
coverage also has a $1 million

limit, A. Norman Dubois, another
Stewart, Smith executive, said.
The policy pays 90% of the in-
sured's actual liquidated damages
losses.

"Strikes are normally exclud-

ed," Mr. Dubois added, and un-
derwriters will watch carefully
arbitration clauses.

"Underwriters are interested

only in firms manufacturing
standard products-not experi-
mental products," the Stewart,
Smith executive said. •

WE'RE

SolmiT
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Many bridge-collapse
claims remain unsettled

POINT PLEASANT, W. Va.-
Although traffic is now moving
on the new $14.5 million replace-
ment of the Silver Bridge, which
crashed into the Ohio River here

two years ago and killed 46 peo-
ple, settlements of claims against
the state and construction compa-
nies remain at a standstill.

A spokesman in the West Vir-
ginia state road commission told
Business Insumnce that $6,392,-
483.52 in claims have been filed
against the state. In addition, $37
million in suits have been filed
against the construction compa-
nies-U. S. Steel and the J. E.
Greiner Co. of Baltimore.

"The National Transportation
Safety Board is still trying to de-
termine what caused the col-

& ortieth anniversaries are some-

thing to shout about when you have

nothing else to say. That's why we

belittle ours. We've been insuring

planes since the beginning of com-
mercial aviation and we've learned

how to deliver extra values at com-

petitive prices. Some of the values
stem from our pioneer spirit which
we have never lost - others from

our extensive underwriting knowl-
edge. Equally important are the

service improvements made as a
result of operating experience.

With this background, we know

you won't find an aviation under-
writer with more know-how to

take care of your clients. That's

why we "so what" our birthday -
we're more interested in the 40

years ahead and helping you with
your aviation problems.

ASSOCIATED
AVIATION

UNDERWRITERS

90 JOHN STREET, NEW YORK, N.Y. 10038

lapse," he said. "They should re-
lease their report early in 1970, if
they ever release it. It's hard to
determine the cause of s9mething
like this."

HE EXPLAINED that the board
was studying pieces of the 1967
wreckage. According to one re-
port, a hairline crack in a support
bar has led the board to believe

the bridge fell from internal
stress rather than from too much
traffic weight on top.

"The board is not trying to put
the blame on anyone," another
highway official said. "They are
merely determining what physi-
cally went wrong with the bridge.
How lawyers will use the board's
report is something else." •
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Sentry's new conversion
plan to be heard Feb. 2

MAI)5ON, Wis.-A complex
battle over the proposed reorgan-
ization of Hardware Dealers Mu-

tual Fire Insurance Co. into a

capital stock insurance company
will resume here on Feb. 2.

Wisconsin Insurance Commis-

sioner Stanley C. DuRose will re-
convene a hearing on the plan,
revised by the management of
the Stevens Point-based company
in the face of criticism that the

original plan would not be fair to
policyholders and might provide
a windfall for company officers
who would have enjoyed healthy
stock options.

The proposed reorganization,

long under consideration by the
management of Sentry Insur-

ance, the general name of the
Hardware Dealers group, came
into controversy at a department
hearing in December. One of the

issues was the accuracy of a
100-page report on the Sentry
plan compiled by Bernard L.
Webb, assistant professor of ac-
tuarial science and insurance at

Georgia State University. Atian-
ta.

PROF. WEBB, a former Sentry
employe and still a polieyholder,
alleged that faulty appraisals of
the company's net worth could
result in a windfall of $8 million
or more for the Sentry manage-
ment team. He later withdrew

his objection to the appraisal but

Will he listen to your
recruiting story and then

decide it's obsolete?

If he does, somebody else gets
the edge. And with it, the kind of
sought-after young man who'11 one
day be making company policy...
for a competitor, perhaps.

We're in the business of

designing employee benefit programs
that can give your recruiters a
competitive edge. The edge that
might be the decider when the
contest gets warm.

We don't say we're the only
ones in this business. We say nobody

maintained that the reorganiza-
tion would be undesirable for

policyholders.

In this assertion he was sup-
ported by Michigan Insurance
Commissioner Russell E. Van

Hooser, whose assistant testified
at the hearing, as well as by Sen.
William Proxmire (D.-Wis.) and
Dean Spencer L. Kimball of the
University of Wisconsin law

school.

OFFICIALS of the company
told Business Insitrance that ma-

jor corporate policyholders would
not be affected by the reorgani-
zation plan. Hardware Dealers
Fire has 341,000 policyholders,
most of them in personal lines.

Sentry's major corporate poli-

cyholders are concentrated in

Hardware Mutual Casualty Co.,
which is not part of the reorgani-

zation plan. Policyholders of the
casualty company are represent-
ed by Atty. Richard D. Pinkham
of Wausau. •

sees the objective more clearly.
Or works at it more single-mindedly.

As a result, we have some fresh.
well-tailored employee benefit
programs to offer. For attracting
good people. For keeping good
people. Write us.

PROVIIDENT
MUTUAL=imi- LIFE
INSURANCE COMPANV OF PHILADELPHIA

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

Sexton buy brings A&A
volume to $28 million

MINNEAPOLIS--An agreement
in principle has been reached on a
Feb. 1 merger of Charles W. Sex-
ton Co., Minnesota's largest insur-
ance brokerage, with Alexander &
Alexander Inc., an international
insurance brokerage firm head-
quartered in New York.

Merger with the Sexton firm,
with an annual volume of $3 mil-
lion in fees and commissions,
brings the annual volume of
A&A to $28 million, a figure that
includes the income of the De-

troit Insuran6e Agency recently
merged with A&A, one of the
nation's three largest brokerage
firms.

Officials of the Sexton firm ac-

knowledged that the merger may
cause a reevaluation of the status

of Alexander-Sexton & Carr Inc.,
a nationwide joint venture of sev-
eral insurance brokerage firms.
Alexander & Co., another prine-
ipal of Alexander-Sexton & Carr,
was recently acquired by Corroon
& Black Corp.

AMONG MAJOR accounts of
the Sexton Co. are Hormel, Green
Giant, Archer Daniels feed, Con-

Insurers hike
tanker rates

LONDON-Insurers are raising
rates for tankers after several

major casualties. They are also
pressing for special safety checks
to find the real cause for sudden

fires while tankers are being
cleaned.

These drastic nnoves follow

such disasters as the loss of the

206,000 ton Marpessa, the explo-
sion on the 220,000 ton King
Haakon, and the fire of the
208,000 ton Mactra at sea within
a few days of each other.

Experts are being pressed to
find what went wrong during the
critical period of tank cleaning
before these vessels reloaded with

further oil assignments.
Ur.derwriters have agreed al-

ready on an increase in premium
rates for total loss from around

one per cent to two per cent, but
special rates may be sought for
the i umbo tankers, because of
anxiety over the loss ratio. •

trol Data, Gould-Clevite and Hor-
ner-Waldorf papert among others.

Sexton, founded in 1884, has
offices in Minneapolis and St.

Paul, Minn., and in Portland,
Ore. After the merger, the firm
will operate officially as Charles
W. Sexton Co., division of Alex-
ander & Alexander Inc.

An announcement said, "The
merger will give Sexton expand-
ed facilities for all types of com-
mercial and industrial insurance,

as well as employe-benefit serv-
ices, with offices throughout the
United States, Canada and the
free world." .

Teamsters...
Continued from page 1
Mr. Weiss said. "Once Mr. Fit:-

simmons had completed the pre-
sentation of his formal proposal -.0
the truckers' negotiators, Mr. Fer.-
ner stood up and declared he was
'in full agreement' with the Team-
ster program."

The wage demand the Team-
sters presented consisted of a 51
hourly increase in each year of
the proposed three-year contract
for drivers, mechanics and other
'hourly employes. The average
hourly wage under the current
national master freight agree-
ment is close to $4.

IN ADDITION to the hourly
increase, the Teamsters are ask -
ing for a 12¢ per mile increase in
the mileage rate for long-haul
drivers currently averaging about
12.5¢. In addition, the union ask€d
for a higher cost-of-living rider
based both on the hourly and mile-
age rates of compensation.

The contract demands prompt-
ed a wry, "This all goes to shovi
that man's needs and desires are

insatiable," from Mr. Weiss. When
asked to comment on the union's

chances for winning its proposals,
he laughed, saying, "I'm afraid my
crystal ball is too foggy just now "

The Teamsters and truckers

have already had a minor hassle
involving the cost-of-living rider,
which the truckers do not want to

change. In addition, management
has asked that the "grandfather "
clause, a traditional union methcd
of preserving contract gains, he
omitted from the new contract. •

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. (3(DLE,aN,
IFFIL

0 Workmen's Compensation 0 Public Liability
• Accident Control Specialists since 1923

Send for our brochure.

120 East 23rd Street • New York, N. Y. 10010 • 212 777-4210
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American International Underwriters
102 Maiden Lane, New York, NY 10005

American International Group, lIne. (AIG)
102 Maiden Lane, New York, N Y 10005

AIRCO

Outerbridge Building, Pitts Bay Road, Hamilton,

Anywhere in the free world we can El Accident and Health, Individual and
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Foam: Stepchild may get big daddy' approval
By GEORGE LANGWORTH

HARTFORD-High expansion
foam, long a stepchild in fire
protection, is expected to t e for-
mally approved by the "big dad-
dy" of fire risk rating, the Na-
tional Fire Protection Assn. at its

annual meeting scheduled for
late this spring, Business Inst£r-
ance hass learned.

The fire-killing foam, pro-
duced rapidly in large volumes
by mixing air, water and a liquid
chemical under high pressure on
a metal screen, garnered startling
results in various tests in which

it has been demonstrated. How-

ever, widespread utilization of
"high-ex foam"-as it is called in
industry parlance-has been slow
in coming because of fire experts'
difficulties in determining how it
should be coordinated with exist-

ing fire protection techniques.
They have also faced an addi-
tional problem of arriving at
suitable standards for foam pro-

ducing equipment and procedures
for its usages due to the rapid
technical developments in the field.

First developed in 1955 for use
in fighting fires in the coal mines
in England, foam underwent a
myriad of scientific improve-
ments spearheaded by Will Jami-
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son who developed the first high
expansion foam generator in 1958.
High expansion foam is differen-
tiated from conventional foam be-

cause it expands a gallon of water
over 100 times in volume. Conven-

tional chemical foam's expansion
ratio is around 20 to 1.

MOST HIGH expansion f6am
in general use today has an ex-
pansion ratio of 500 to 1,000 gal-
Ions of foam for each gallon of
water used.

Hailed as a miracle fire-killer,
'ihigh-ex foam" demonstrated its
ability to extinguish fires which
water could hardly control.
"We've seen it do a really fantas-
tic job on fires in rubber tire
storage areas," said W. Robert
Powers, superintendent of the
Bureau of Fire Prevention for

New York's Board of Fire Un-

derwriters. "Water j ust couldn't
get to the fire which was burning
inside the tires. It was all the

firernen could do to control the

blaze without water.

"Once high-ex foam was ap-
plied, however, the fire was corn-
pletely extinguished in four to
five minutes," Mr. Powers re-
marked.

High-rise warehousing in
which goods are piled as high as
48 ft. as well as gigantic airplane
hangars such as those now under
construction to house jumbo jets
pose fire protection problems
which high expansion foam can

solve effectively, noted R. M. L.
RusseE, chief research engineer for
Factory Insurance Assn. (FIA).

"AFTER GOODS REACH a

height of 20 ft. in a warehouse,"
said Mr. Russell, "water sprin-
kling systems prove ineffective
because heavy upward draft of
the fire and lack of adequate
water pressure prevents the wa-
ter from getting close enough to
cool it down. High expansion
foam, on the other hand, will
completely inundate paper rolls
piled as high as 48 ft. in five to
seven minutes."

How can a small company
rate the same high caliber of
insurance council the giants do?

With Despard you get the very same top-level men who
apply their brains and experience to the iisurance
requirements of some of the largest companies in the
world.
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The high-ex foam system test gets
warehouse ·from the six Kidde ge
officials of Kidde, Union Bag Cam
writers for final system approval.

Because of the sensational test

performance of high expansion
foam there was talk of substitut-

ing it for the water sprinkler.
"This brought out a lot of violent
argument against the proposed
substitution of foam for water,"
said Robert Powers.

"The chief basis for the dispute
was the argument of simplicity
versus a complex system," he re-
marked. "All it takes to start the

water flowing from a sprinkler is
the melting of a tiny piece of
solder. But in a high expansion
foam system, you have to start
the water flow, chemical flow
and the compressed air flow. It
involves starting an electric or
water-driven generator. You can
easily see how such a system,
much more complicated in com-
parison to the water sprinkler,

could possibly have a variety of
trouble spots to worry about,"
Mr. Powers explained.

Perhaps a more important con-
sideration was: Why change from
something which works, just for
something new?

"WATER SPRINKLERS ARE

about 96% effective in fighting

fires," remarked R. M. L. Russell
who in addition to his duties as

chief research engineer for FIA
also heads the two committees

chiefly concerned with high ex-
pansion foam in the National
Fire Protection Assn.

"High expansion foam is nor-
mally not recommended for fires
which can be handled by water
sprinkler systems," Mr. Russell
explained. "In addition, FIA does
not accept a fire protection plan
which uses high expansion foam

Financial seminar
A risk management seminar

will be sponsored in San Fran-
cisco, Feb. 26, by the University
of California Extension. Modera-

tor for "Risk Management for the
Corporate Financial Manager",
held at the Sir Francis Drake

Hotel, will be Douglas M. Tem-
ple, associate professor of busi-
ness administration and chair-

man of the insurance department
at Golden Gate College. Speakers
will include William S. Mortimer,
director of insurance at Norton

Simon Inc., Fullerton, and na-
tional president of the American
Society of Insurance Manage-
ment; Robert C. Goshay, asso-
ciate professor of business ad-
ministration, University of Cali-
fornia; and David Warren and
Donn P. McVeigh, partners in
Warren, MeVeigh & Associates,
risk management consultants.

R. r

under way as foam pours down into
nerators. The test was conducted for

p and Factory Insurance Assn. under-

as its primary or exclusive method.
"We feel that high-ex foam is

a supplement to the water sprin-
kling system, rather than a sub-
stitute," he explained. Foam has

a far smaller cooling effect than
water, he said, simply because
foam's coolant, water, comprises
only about 1/ 1000th of the foam.
While high-ex foam cuts off a
fire from further oxygen and iso-
lates it from potential fuel, the

cooling off period is about a half
hour when foam is used exclu-

sively, Mr. Russell noted.
Instead of competing with one

another, water and foann are
therefore best used in conjunction
with one another to provide the

best means of killing the fire, he
explained.

OBVIOUSLY, it's a complicat-
ed matter to determine just how
high-ex foam fits into the fire

protection picture. The knowl-
edge required to get the answer
comes from many tests in a vari-
ety of situations, Mr. Russell
said.

"A tentative standard for foam

equipment and usage procedure
was promulgated by the National
Fire Protection Assn. about three

years ago," said Mr. Powers, ex-
Continued on page 30

Continued »om page 4
with a consumer credit transac-

tion.

SEN. WARREN M a gnu son' s
(D., Wash.) commerce committee
-the fount of the Congressional
consumer movement-will contin-

ue its work on a host of consumer

issues, including the Nixon-pro-
posed bill to allow consumers to
file class action damage suits in
federal courts against firms that
engage in unfair or deceptive prac-
tices in violation of the Federal
Trade Commission Act.

The Commerce Committee will

also continue hearings on the
Federal Insurance Guaranty Cor-
poration to protect the consumer
against insolvencies among all

property and liability underwrit-
ers.

Sen. Philip Hart's (D., Mich.)
antitrust subcommittee-where

both the credit bill and insolven-

cy bill began-will continue its
campaign against the McCarran
Act. The insurance staff of the

subcommittee is currently writ-
ing a report on the subcommit-
tee's year-long investigation into
the auto insurance industry. ' •



Early indictments probable in Miami
State Fire and Casualty collapse

MIAMI-Criminal indictments

are likely early in 1970 in the
wake of the collapse of Miami-
based State Fire and Casualty
Co., according to the chairman of
a Florida House investigating
committee.

Jerome Pratt said both federal
and state indictments are in

prospect-and he .chided Florida's
Insurance Department for not
seeking such action earlier in the
State Fire case.

In a letter to House Speaker
Fred Schultz, Mr. Pratt stated
that Insurance Commissioner

Broward Williams should have

closed the company in August or
September 1968 rather than

waiting until April of 1969.

"IT IS DIFFICULT to under-
stand," according to a report by
the committee, "why the proper
authorities have not pursued
these prior to the work of the
subcommittee."

The investigating group found
that Mr. Williams contributed to

the collapse of State Fire and
two other insurance companies
through the use of poor judge-
ment and his failure to take ad-

vantage of existing laws.

After five months of hearings,
the committee charged that Mr.

Suit filed
in unsolved
Shell Oil fire

MARTINEZ, Cal.-A $900,000
suit has been filed in Contra Cos-

ta superior court here by the
widow of a Shell Oil Co. worker

who died from injuries suffered
in last spring's dynamite-fire at
Canyon.

The suit, filed on behalf of
Mrs. Betty D. Davis and her
three children, names that sum
to cornpensate her for the loss of
the "care, comfort, society and
support" of her husband.

Defendants are the Cabildo

Corp., a Southern California firm
that installed an aviation gaso-
line pipe being inspected by Earl
Davis, 47, when the fire started,
and Winifred Garibaldi, a Can-
yon resident on whose land the
pipe was being inspected.

THE COMPLAINT accuses the

defendants of being "negligent
and careless" in installing the
pipe in an exposed position over
San Leandro Creek.

The suit also names a total of

30 "John Doe" defendants, ac-
cused saboteurs who dynamited
the pipe line on the day that Mr.
Davis, pipe superintendent for
Shell, was injured.

As Mr. Davis was calling the
oil company from a booth near-
by, the ruptured pipe burst and
threw 20,000 gallons of gasoline
and a "wall of fire" down the

creek and through the village of
Canyon. He died four days later
of third-degree burns suffered
over 75 % of his body. Six other
persons were injured and 12 au-
tomobiles as well as a store were
destroyed.

The dynamiters have not yet
been caught and a $50,000 re-
ward offered by Shell for their
arrest remains unpaid.

Mrs. Davis was barred from

suing Shell Oil Co. under state
law because she had been accept-
ing workmen's compensation in-
surance payments from the com-
pans .

Williams' department "vacillated
between strict supervision and no
supervision" in its efforts to save
State Fire. The insurance
company finally was allowed to
pass into the hands of "fronts for
persons known to have connec-
tions with organized crime."

The report suggested that the
U.S. comptroller of the currency
"investigate the loan servicing
practices of the Citizens Bank of
Orlando" which lent money to
the now-defunct Florida Insur-

ance Exchange.

"AT THE BEST" the report
said, "it was sloppy banking; at
its worst, it was a violation of the
fiduciary responsibility of the

bank or its officers..."

The charge was a slam at for-
mer state comptroller Clarence
Gay, now president of Citizens,
who told the committee he knew
of a false entry of $1 rnillion in
the exchange's books but did not
inform the Insurance Department.

The committee also said Mr.
Williams erred when he let Com-

munity National Life of Okla-
homa buy control of a Florida
company, National Trust Life.
Community did the biggest share
of its business in Florida.

Along with its criticism of the
Insurance Department, the com-
mittee inserted some praise for
the department and urged new
laws to help Mr. Williams protect

policyholders.
MR. PRATT SAID IT WAS

still "premature to make any
long-range conclusions concern-
ing the Insurance Department."

The progress report was of-
fered, he said, "to prevent any
inference that the activities and

motivation of the department
have not been exhaustively scru-
tinized by this subcommittee."

A series of articles in Miami

and St. Petersburg newspapers
triggered the investigation.

"I must state," Mr. Pratt wrote
Mr. Schultz, "that some of the
criticism of the department is
justified by the handling of three
cases, particularly as your sub-
committee is blessed with hind-
sight."

MR. PRATT NOTED that the

department has successfully re-
habilitated many companies "and
has saved the citizens of this

state from suffering cash losses

or loss of protection."

But he added, "thera is ample
evidence, however, that the de-
partment failed to utilize those
provisions of the code which
were available.

"And in the case of State Fire
and the Florida Insurance Ex-
change, the department could
have acted sooner to take over
the companies. It is apparent
such earlier action would have
reduced the amount of ultimate
loss although the amount of loss
and injured persons was greatly
overstated in the press.

Mr. Pratt acknowledged that
the over-statements were attrib-
utable to the department's own
initial analysis of claims and as-
sets.

He said the committee plans to
schedule another session in Mi-
ami to help untangle the affairs
of State Fire. It already has con-
ducted a series of five three-day
meetings. •
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Demand health insurers Foam

clear up policy terms
SACRAMENTO-Health insur-

ance companies were accused

here of failing to make the terms
of their policies "clear or under-
standable" to consumers.

State Sen. Alfred Song, chair-
man of the senate business and

professions committee, made the
charge. "I also am puzzled," he
declared, "by the social paradox
that enables a person receiving
welfare to afford the kind of

medical care that the average
man or woman cannot obtain."

He said he was referring to
the government-financed Medicare
and the state financed Medi-Cal

health programs, which provide
health care for the elderly and
needy.
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Representatives coast to coast

A NUMBER of insurance in-

dustry and labor representatives

testified at public hearings of the
committee into what can and

should be done by the legislature
to help reduce the cost of health
insurance.

"Benefits provided by practi-

cally all insurance policies,' Mr.
Song declared, "are somewhat
inadequate. But I have seen no
evidence that insurance carriers

are making any inordinant profit.

"However," Mr. Song added,
"many buyers of health insur-
ance just are not aware of what
their policy actually covers until
they receive a bill from the doc-
tor or the hospital.

"I am an attorney," he said, "I
am also a member of a group
plan and I have gone through the
insurance booklet a nurnber of

times and I find myself rather
hard pressed to determine what
the benefits actually are.

"MANY INSURANCE policies,"
he continued, "fail to pay a large
share of the costs for such routine

surgery as tonsillectomies, appen-
dectomies and hysterectomies."

Tom Moore, testifying for the
California Council of Health Plan

Alternatives, declared that "most
plans are designed to pay 75% of
medical costs but now pay only
50%"

Paul Putnam, spokesman for
Blue Shield, said "medical costs
cannot stop going up until there
is a greater supply of doctors,
nurses, technicians and the prices
of supplies and hospital construe-
tion go down."

J. Philo Nelson, president of
Blue Cross, testified that hospital
costs continue to increase "an av-
erage of 8% each year." •

Named at F.B. Hall
Joseph C. Barnum has been

named manager of the interna-
tional department at Frank B.
Hall & Co. Inc., New York. Mr.
Barnum was at one time assist-

ant manager of the international
department at Marsh & MeLennan
Inc.
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Continued from page 28

plaining that this was a normal
step in the procedure of evaluat-
ing a new fire protection device
and specifying how and where it
should be used for best results.

"Only one company's equip-
ment (Walter Kidde's) and usage
procedures comply with the ex-
isting NFPA standard," said Mr.
Russell. "The other companies
who manufacture foam equip-

ment have been developing and
improving their equipment at
such a rapid rate that no ade-
quate tests of their equipment
have been made," he explained.

This equipment certification
problem aggravates an already ex-
isting problem of high-ex foam's
"legitimate status" as a fire pro-
tection device. When a company
sets up a new plant its fire protec-
tion system is specitcally dictated
by the company's insurance car-
rier safety engineer.

"INSURANCE COMPANIES

utilize fire rating bureaus who
adhere rigidly to the Dfficial stand-
ards of the National Fire Protec-

tion Assn.," said Gene Benzenberg,
product manager for Walter Kidde
& Co., explaining that NFPA ful-
fills much the same function for

fire protection standards as the
American Standards Assn. does in

other areas of industry where na-
tional standards are necessary.

"Although NFPA has had a
tentative standard for high-ex
foam for three years, foam has
been largely disregarded by in-
surance companies, especially the
smaller ones, chiefly because of
the NFPA standard's tentative

nature. Because of this, high-ex
foam has caught on slowly," he
remarked.

On the other hand, insurance
companies are "slow-moving for
damned good reasons," remarked
Mr. Powers in response to this

complaint. "Usually three to five
years of good risk experience is
expected before a fire coverage
carrier will react to a new

method. This is exaitly what has
happened to foam," he explained.

"The NFPA high-ex foam stand-
ard was made tenta:ively because
more evaluation was deemed nec-

essary by NFPA," said Mr. Russell.
"NFPA standards are used as the

basis for a lot of city and state fire
safety regulations. Consequently
NFPA feels that it has a vested

responsibility in ensuring the re-

Union asks

for pension
increases

NEW YORK-Union negotia-
tors for the International Ladies
Garment Workers Union have

demanded an additional 1/2 % in-
crease in company contributions
to the retirement benefit (pres-
ently at 4 4 %) in negotiations
for a new contract for 80,000 un-
ion dressmakers.

In addition, the union is asking
for a third week's vacation and

another l  days paid holidays.
These employe benefits de-

mands were coupled with a 25%
general Pay increase demand

across the board, said a spokes-

man for the ILGWU's garment
district here. He said that the

dressmakers' current medical

plan written by Blue Cross and
Blue Shield was considered suffi-

cient at this time.

The contract, when finalized,

will affect an eight-state area in-
cluding New York, Massachu-

setts, Pennsylvania, Connecticut,
New Jersey, Rhode Island, Dela-
ware and Maryland. About 60 %
of all the dressesmade in the U. S.

are manufacturerd in these states,
he noted. •

liability of its standards," he ex-
plained.

THE ADDED PERIOD of eval-

uation has unearthed other prob-
lerns which foam presents to in-
dustry which were not anticipat-
ed when it was first introduced,
he explained. "Foam has been
praised because it did not dam-
age goods in many cases as much
as water. However, a cheese fae-
tory in Wisconsin discovered that
high-ex foam has a slight deter-
gent odor which curbed the mar-
ketability of a warehouse full of
cheese in which foam was used

to put out a fire."
Mr. Russell noted another case

in which a beer manufacturer

discovered that a soapy-flavored
residue left on several million

cans of beer when high-ex foam
was utilized had to be washed off

before the company's customers
would buy it. The huge cleaning
bill which resulted was handed

over to the insurance company,
he remarked.

"I feel reasonably certain that
our committee's recommendations

will result in a formalized offi-

cial NFPA promulgation specify-
ing standards for high-ex foam
equipment and for the pro-
cedures with which it should be

used," said Mr. Russell, who
chairs the two NFPA committees

which are chiefly concerned with
high-ex foam. "The standard will

probably be voted on by our gen-
eral membership during the an-
nual NFPA conference scheduled

to be held during May of 1970 in
Toronto," he noted.

In the face of high expansion
foam's impending official accept-
ance in the field of fire protec-
tion, Business Insurance contacted
Elgin Sallee, manager of safety and
industrial hygiene for the Ameri-
can Can Co. in New York.

"WE ARE DEFINITELY con-

sidering the use of a high expan-

sion foam system, especially af-
ter an experience which we had
with a fire in a new plant. It
involved a newly constructed
warehouse used to store facial

and toilet tissue. The warehouse's

main fire protection device, a

water sprinkling system, had
been installed according to the
specifications of our carrier, Fac-
tory Mutual. The fire, starting
from a small welding operation,
got out of hand and the water
sprinkling system came into play.

"The fire was extinguished
without too much trouble. How-

ever once we ascertained the

damages it caused, we found that
about 95% was caused by water.

It amounted to around $600,000.
Based on a situation like this, we
feel that high expansion foam
certainly has promise as a fire
protection device," Mr. Sallee re-
marked. •
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HELP WANTED

LOSS PREVENTION DIRECTOR

Customer Service-Claims-Safety-Security
Progressive Motor Carrier seeks highly skilled MANAGER to
implement a systems approach to loss prevention and direct
staff of professionals. Outstanding opportunity and income
potential.

Send resume with salary history to

Box 994 Business Insurance

740 Rush St., Chicago, 111. 60611

GET

RESULTS

HERE

Casualty expert with writing
ability needed for staff of na-
tionally known independent in-
surance consulting firm in Mid-
west.

Box 995, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

POSITIONS WANTED

Corp Loss Controll Engineer. Present
salary 1·SM. Fire & Safety exp. 3 years
exferience plus 6 years ins exp. Will
travel or relocate.

Box 991 BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

BENEFITS SUPERVISOR '500' Company.
College grad. 5 years exp. Earning
$14,000. Open to relocation.

Box 992 BUSINESS INSURANCE
740 Rush St., Chicago, 111 60611

INS ADMINISTRATOR XX (industrial co.)
Ten years exp. in property-casualty risks.
College graduate. Earning $16,000. Will
relocate.

Box 993 BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

CORPORATE INSURANCE-

EMPLOYEE RELATIONS
Under 35 with MBA degree in insur-
ance and personnel management,
six years casualty and workmen's
compensation claims, experience in
both field and supervisory capacity.
Seeking corporate insurance man-
agement and/or employee relations
opportunity. Good experience in
training others, excellent rapport
with supervisors and subordinates.
Relocation no problem, salary sec-
ondary to growth potential.

P.O. Box 30213

Dallas, Texas 75230



Why does Champion Spark Plug insure with AFIA?

AFIA

Because Champion Spark Plug de-
mandsthe skill and expertise of specialists
for their ove rseas insurance programs.
People who are totally involved in under-
writing foreign insurance. All the time.
To whom it isn't merely another class of
business but the only type of insurance
they write.

This gives Champion the benefit of
having the most knowledgeable people
in the industry assisting in the prepara-
tion of their programs. Working with
Champion's brokers, AFIA provides the
latest, most detailed information collect-

ed by its more than 200 branch offices
overseas in more than 80 countries.

Using that information and the experi-

ence of more than 50 years, AFIA and
Champion's brokers are able to develop
the most complete, efficient coverage
possible.

And once the insurance program is
created, AFIA delivers the kind of local

service that is needed to keep the pro-
gram running smoothly.

By responding quickly to claims. By
keeping Champion abreast of any
changes in the local laws or require-
ments. By looking ahead and advising on
needed covers. In short, giving the kind
of service Champion expects from a spe-
cialist. That's why Champion is one of
the 87 largest companies doing business
overseas that insures with AFIA.

WORLDWIDE INSURANCE World Headquarters: 110 William Street • New York, N. Y. 10038

U. S. branch offices: Chicago • Dallas • Houston • Los Angeles • San Francisco • Washington, D. C.



*Our
business insurance

ism immune
to the

generation gap.

11-,1 With the world moving tackle any problem you can
 as fast as it is, yester- /./ throw at us--however big.
day's answers don't 1560 Our men are

always bridge the gap. specialists. Handpicked.
That's where Allstate Experienced.Valuable.

can help, with a tuned- Just maverick
in new way of looking enough to bring you a
at your business fresh and helpful point
insurance. of view. And probably able

Allstate sells just about to save you money in the
all of the kinds of insurance bargain.
your company needs. It will pay you to talk to

After a few short years of Allstate. Call us, won't you ?
staffing up, we're ready to

Allstate Insurance Company

Allstate
BUSINESS INSURANCE


