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Inside story of Dick Stewart
and bank's group life sales

Property and liability claims resulting from the Penn Central derailment
· in Grand Central Terminal will be met by the railroad's self-insurance.

Penn Central reportedly retains at lecst $2 million of its liability cover.
One of the train's 600 passengers wcs killed and 18 were iriured.

-Wide World photo

Self-insurance covers
Penn Central's crash

NEW YORK-According to in-
surance and other industry

sources, the Penn Central railroad

is self-insured for property dam-
age and liability claims resulting
from the July 7 accident here
that left one commuter dead and

18 others injured.

The accident took place when a
Penn Central train derailed in

Grand Central Terminal, about
200 yards from where it was

supposed to have discharged its
passengers, according to one of
those aboard. The second car of

the train jackknifed across two

tracks and struck a pillar, appar-
ently after riding over a broken
switchpoint. The train carried
nearly 600 passengers in its eight
coaches and was moving at less
than five miles an hour at the

time of the derailment, according
to the engineer. All of the casual-
ties were in the first two cars.

APCne commuter was sitting in
he second car behind what he

dgeribed as a "flexwood panel"
tnat separated the main part of
the car from its front compart-

, ment, which was destroyed by the
steel and concrete pillar as it
sliced through the car's heavy
body.

THE COMMUTER, Peter J.

Mullen, 34, of Hartsdale, N.Y., in-
surance manager for North
American Philips Corp., told
Business Insurance that "as we

were coming into the station the
train stopped and started, which
is nothing new, but suddenly it
started to bounce and it was ob-

vious that we were off the track.

Someone yelled, 'Hit the deck!
Hit the deck!,' which is exactly
what I did."

According to Mr. Mullen,

"When I looked up after the
rrash, the man in front of me had
lost his leg and I was staring at
an awful lot of blood. I was aw-

fully lucky; I just have a
sprained hand and shoulder

where I leaned to protect myself.
If Penn Central would put more
money into maintenance and less
into development, things like this
wouldn't happen," Mr. Mullen
commented. "They're going to get
hit hard on this."

Neither Mr. Mullen nor any of
the other passengers saw 38-

year-old Clinton Richmond of
Chappaqua, N.Y., meet his death.
Mr. Richmond was standing near
the door ready to debark when
the car lurched across the tracks

and struck the pillar. He was
crushed by debris.

"People acted out of this

world," Mr. Mullen said. "There
was very little yelling and panic."

ACCORDING TO sources, the
railroad retains at leas: $2 million
of its liability coverage. A source
at Penn Central told Business In-

surance that property damage re-
sulting from the accident would
probably "be in the range of our
deductible."

The July 7 crash was the first
in a series that made the end of

the week rougher than usual for

the Penn Central. On Thursday,
July 8, another of the railroad's
trains was derailed when it

struck a heavy drill left on the

track by workmen repairing the
effects of Wednesday's crash; no

one was injured. And on Friday,
July 9, a Long Island Railroad
train crashed into the rear of an-

other commuter-loaded train at

Pennsylvania Station after it had
"passed a restrictive signal." •

By STEPHEN GILKENSON Stewart': personal integrity has York superintendent effective

been impugned by the develop- Dee. 31.
NEW YORK-Former New ments and the former insurance • On Jan. 1, the former regu-

York superintendent of insurance regulator is said to be deeply dis- lator assumed the position as sen-
Richard E. Stewart has been turbed ty it all. ior vp and general counsel of
caught up in what has been de- First National City Bank and
scribed as "an unfortunate juxta-

THE JUXTAPOSITION of First National City Corp.
position of events" since he re-
signed that post late last year to

events, as being circulated within • Less than four months later,

become senior vp and general
the insurance industry, goes like in April, First National City an-

this: nounced that it would become the

counsel of First National City first commercial bank in the state
Bank here. • In :he past dozen years or so

to sell life insurance to savings
The bank subsequently moved there have been attempts to mod-

depositors, with premium pay-
into the business of offering cer- ify state insurance laws dealing

ments made out of interest accu-

tain depositors "wholesale life in- with permitted forms of whole-

surance," and it was a November sale life insurance. Banks, for ex-
mulating in accounts.

ruling by Mr. Stewart-one of the ample, have sought to change the THE INNUENDO that arises

last to go out over his signature law in a way that would allow from such a construction is ob-

-that allowed commercial banks them tc market life policies that vious: Insurance regulator Stew-
to make such a move. are tied to savings accounts much

art makes a ruling favorable to a
The case has caused such a fu- as savings banks have been al- bank and is then rewarded with a

ror among industry factions that
towed to for years. On occasions nice fat, juicy plum. The plum, of

it has been brought to the state's
when tie subject did come up, course, is the senior vice-presi-

supreme court in Albany where a
however, it was either resisted by dency of the bank, complete with

decision is expected sometime this
the insurance department, dis- a large corner office 15 floors

month. It pits the New York State
proved by the legislature or ve- above Park Avenue.

Life Underwriters Assn., a 6,600-
toed by the governor.

"It's a painful thing," Mr.
member organization made up . On Nov. 19, 1970, the New Stewart said during an interview
mostly of independent life insur- York insurance department, in with Business Insurance the other

ance agents, against a trio of sup- amendments to existing wholesale morning. "If I had wanted to sell

porters of the new life insurance life approvals, made it known out my office I could have done a
concept-First National City, that banks would thereafter be million things. This is the reason
Connecticut General Life Insur- allowed to market such coverage I didn't go from regulation into
ance Co. and the New York state to depositons. the insurance business in the first

insurance department. • Early in December, 1970, place--to avoid this sort of . . ."
Beyond' that, however, Mr. Mr. Stewart resigned as New Continued on page 2

Illinois rate law to lapse; federal
intervention feared by car insurers

SPRINGFIELD, Ill.-The 77th

session of the Illinois general as-
sembly produced some bizarre in-
surance legislation and nonlegis-
lation.

' Most significant among the leg-
islature's omissions was its failure

to adopt a state auto insurance
rating law, an omission that some
say puts the state's rating under

federal regulation.
So insecure are the Illinoisans

about being under federal insur-
ance regulation that the Chicago
Daily News said in an editorial,
"We hope that federal authorities
will show understanding and for-
bearance, at least until the as-
sembly has a chance to correct its
mistake."

CONGRESSIONAL sources felt

the Illinois rating situation would
be an appropriate subject for the
Justice department's antitrust di-
vision. Whether the division is

looking into the matter could not
be determined at press time. A
staff lawyer said that while Illi-
nois' lack of legislation regulating
rating was not a subject known to
be under official investigation
"something may be under consid-

eration- It's hard to determine."

Under the present legislative
situation in Illinois, the file-and-
use law will expire Aug. 1, but
the legislature will not come back
into session until Oct. 5. Mean-

while, the state will rest on the
"residual" powers of the state in-
surance director.

A spikesman for auto insurers
in Illinois has pledged that com-
panies affiliated with his group

will continue participation in the
state's assigned risk plan, whose
statutory authority will lapse
with the expiration of the rating
law. Some Illinois insurers ex-

pressed the fear that 65,000 driv-
ers covered by the assigned risk
plan would continue to drive with

or without coverage.

An ancillary effect of the legis-
lature's failure to adopt a rating

Continued on page 2

linternational call
The Business Insurance International Issue to be published

Aug 30 will carry a special service supplement, a handy guide
to special international services available to employe benefits

administrators and risk managers. Insurance carriers, insurance

brokers, special advisory organizations and other firms operating
in the areas of international employe benefits and international

property-liability insurance are invited to contribute.
Business Insurance readers who offer special international serv-

ices are invited to send a brief description of their services with

the name of the company, its address and phone number to Leslie
Murray, Editorial Assistant, Business Insurance, 740 Rush St.,

Chicago, Ill. 60611. Items submitted to the guide should be in our
office no later than Aug. 13.

-
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inside story of Dick Stewart and bank group life
Continued from page 1
He used a popular expletive to
sum up his feelings.

In a series of interviews with

those involved, including Mr.
Stewart's successor, Benjamin R.
Schenck, this magazine has learned
that events leading to the eventual
approval of wholesale life insur-
ance for commercial bank de-

positors go back much further
than any of the allegations mak-
ing the rounds indicate. In fact,

the concept has been allowed in
several other states, California,
Michigan and Indiana among

them, for years. The Bank of
America introduced a similar sav-

ings-life insurance deal as long as
two decades ago.

According to Mr. Schenck, and
memorandums in department files
document this, the New York in-
surance department began taking
a formal look at the subject in
May, 1969, when Mutual Life In-
surance Co. of New York

(MONY) submitted a request to
amend wholesale life insurance

rules then in effect.

WHOLESALE LIFE insurance

standards set by the department
until then had allowed term life .

insurance to be distributed on a

mass merchandising basis and ad-

ministered by group methods if
the policies were sponsored by an
employer, an association, a union,
two or more employers under

common control, or an association
of civil service employes.

MONY's filing with the depart-
ment sought to change those
standards to include as eligible
"individuals maintaining interest-
bearing savings accounts in the
same bank."

The filing "percolated" within
the department for a while, ac-
cording to Mr. Schenck, and was

turned over to Deputy Superin-
tendent Robert J. Bertrand, who
was appointed to head the de-
partment's Albany office Sept. 1,
1969.

Mr. Bertrand told Business In-

surance that the filing "became
bogged down" in his office be-
cause of the transition in the Al-

bany office. It was almost a year
before proposed amendments to
the wholesale guidelines could be
drawn up and, in the meantime,
Mutual of New York decided to
withdraw its interest in such a
plan.

ON JULY 24, 1970, Mr. Ber-
trand drafted a memo to then

Superintendent Stewart:
"Attached are proposed amend-

ments to the wholesale guidelines
to permit the insuring of individ-

ual holders of savings deposits in
banks and credit unions." (The

insurance department had added
credit unions and had, in fact,
been studying the situation for
the Credit Union National Assn.

even before the filing by Mutual
of New York.)

Mr. Stewart said that he was

never really close to this particu-

lar filing. But, he added, the
proposal definitely did fit into his
operating philosophy as an in-
surance regulator and things
have not changed since he left the
department.

"During my four years with the
department I carried on an epic

fight to get away from those sil-
ly-ass restrictions that prohibited
such things as associations, unions

and other groups from exercising
group buying power through
mass merchandising," he de-
clared.

THE JULY 24 memo from Mr.

Bertrand to Mr. Stewart set forth

the basic guidelines that would go
into the amendments to the

wholesale life standards. Mr. Ber-

trand concluded by saying, "If this
meets with your approval, I will
prepare a final draft after consid-
eration of comments which I have

requested from the Albany staff
and any o-hers who might wish to
comment."

After receiving and reading the

Bertrand memo, Mr. Stewart
scribbled the following in the

margin and shipped it off to Mr.
Schenck, his first deputy at the
time:

"OK with me if it's OK with

you. Why don't you return this to
Bob (Bertrand) with our OK to
proceed and handle it (including
any hand-holding with agents or
in the department) to a conclu-
sion." It was signed "RES."

On Sept. 25, 1970, Mr. Bertrand

Harine eoverage
ean be tricky You just don't order it out of the
rate book. Coverage recommendations, to be practical, always
required wide experience, and today they must also be
imaginative. As a leading marine underwriter we specialize in
helping to solve the increasingly complex marine problems of
your multinational clients. So when you need a quick answer
right on target, contact us.

-

TALBOT, BIRD & CO., IC.
Marine Underwriters and Managers

156 WILLIAM STREET, NEW YORK, N.Y. 10038

A Subsidiary of ( Corporation

took the matter to its conclusion

within the department. In a
memo to the department staffer
in charge of such things, he wrote:

"ATTACHED IS a draft of a
circular letter, revising the
wholesale life guidelines to per-
mit the writing of franchise on
depositors of banks and credit
unions.

"This revision was previously
circulated to department staff
and approved in principle by Su-
perintendent Stewart....

"I would appreciate your distri-
bution of the circular letter with

your usual dispatch."
On Nov. 19 the amendments

-were released in circular letter
# 14 and mailed to all insurers
iicensed to write life and accident
and health insurance in New
York state.

DICK STEWART does not re-

call the formal publishing of cir-
eular # 14. At the time, he said,
he had other things on his mind.
He had made a decision that after

eight years in government work
<four as an aide and counsel to
Gov. Nelson A. Rockefeller and

four as insurance superintendent)
rt was time for him to move into
private business.

Mr. Stewart told Business In-

surance he made his choice

known to Gov. Rockefeller on
Nov. 9, the Monday after the 1970
elections. At the time he had no

plans in mind but "began con-
tacting all those people who said,
'Look, Dick, when you get

Correct figures
for auto victim

reparations survey
CHICAGO-Owing to a

typographical error, two per-
centages reported in the Busi-
ness Insurance auto victim
compensation survey in the
July 5 issue were incorrect.

On the type of system pre-
ferred by corporate buyers of
insurance, 57% favored a
modified no-fault system with
direct first-party payments to
injured parties up to a cer-
tain amount with victims re-

taining the right to sue. Thir-
ty-eight percent favored
adoption of a broad no-fault
system that would compen-
sate accident victims prompt-
ly without re course to the
courts.

These figures were erron-

eously reported in our last
issue as 64% and 31%, res-
pectively. The 5% figure giv-
en for those who would re-

tain the present tort system
is correct.

All other percentage fig-
ures reported in the survey
results were correct.
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through with your tour in gov-
ernment be sure and look me up. '"
Mr. Stewart did look up several
of them, he said, but it was not
until late in November that he

made the initial contact with

First National City's chairman,
W. B. Wriston.

Gov. Rockefeller made the for-
mal announcement of Mr. Stew-

art's departure on the morning of
Dec. 14, the opening day of the
National Assn. of Insurance Com-

missioner's annual meeting in
Chicago. Mr. Stewart, who was
president of NAIC at the time,
still did not know whether he had

a job. The following morning,
however, he received word from
Mr. Wriston that the bank's board

of directors had approved his ap-
pointment at its board meeting
that day.

Mr. Stewart insists that when

he walked through First National
City's doors at 399 Park Ave. to
start his first day on the j ob he
was still not aware the bank in-

tended to get into the savings-
plus-life insurance deal.

"THE FIRST I learned of it
was at an executive board meet-

ing in February when the bank's
executive vice president ( James
D. Farley) brought up the sub-
ject. Yes," he said in answer to a
question, "I did think to myself,
'Oh, God. Some sort of connec-
tions are bound to be drawn. '"

According to Eugene J. Callan,
Continued on page 33

Illinois ...
Continued from page 1
law was the loss of the black
community's demand for univer-
sal auto rating within the city of
Chicago and the erasement of
Area 43, a rating territory that
blacks contend was drawn to con-
form to the black ghetto. This .
issue was discussed in the Per-

spective pages of Business Insur-
ance on July 5 by a black broker
and a spokesman for Allstate In-
surance Cos.

A PROPOSAL enacted by the
Illinois legislature was an auto
victim compensation program,
termed no-fault by Gov. Richard
B. Ogilvie, that made statutory
the advance payments programs
practiced by auto insurers for
more than a decade. Under the

plan auto victims who are policy-
holders or pedestrians would be
paid up to $15,000 for medical
expenses and wage losses without
regard to fault. The plan still
permits the right to lawsuits for
pain and suffering.

Also enacted was a post-assess-
ment insolvency indemnity pro-
gram that would assess Illinois
insurers up to 1 % of their annual
premiums to pay claims of insol-
vent insurers. The program is de-
signed to block federal legislation,

the call for which has been pm Hy
based in Illinois' more than 21*
insolvencies within the past d-
ade. •

Governors' retirement

A retirement program for Ore-
gon governors has been approved
by the legislature. Except for for-
mer governors, the state's chief
executive will contribute 7 % of

his salary to a fund that, when he
is 62 and has served at least two

years, will provide a pension
equal to 45 % of the salary he

received during his final year in
office. If a former governor is

receiving a pension from another
branch of government, that

amount is deductible from the

amount of the new governors'
pension plan.
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Bon Vivant soup recall is an unirisured expense
NEWARK, N.J.-Food and

Drug Administration officials are
calling it a "significant recall."
The Bon Vivant Soups Inc. people
are not saying much except that
they are "voluntarily" withdraw-
ing their food products from the
nation's grocery shelves. And in-
surance people are saying that
the company is lacking product
recall coverage.

Bon Vivant is recalling thou-
sands of cans of its soups, sauces
and other canned foods after a

can of vichyssoise was found to
be the culprit in the botulism-
poisoning death of an upstate
New York man. The recall is na-

tionwide and involves food prod-
ucts sold under 34 separate labels.

The reason, sources feel, that
the company probably does not
have products recall insurance is
that the market for the coverage
is somewhat small. Fireman's

Fund Insurance Co. is the largest
writer of the insurance, while
Lloyd's of London and Insurance
Co. of North America also dabble

in it.

GARRETT REDMOND of Fire-

man's Fund, an expert in product
recall coverage, stated that his
company did not cover Bon Vi-

Bion Francis

of Colt now
consultant

BRIDGEPORT, Conn.-Bion H.

Francis has left his position at
' Colt Industries, Inc., where he

was manager of benefits planning
to devote his time to consulting,
research and writing.

Mr. Francis has held such posi-

tions as insurance manager and
director of employe benefits and
has formed and operated captive
insurance companies and employ-
ee savings plans. Among the com-
panies he has worked for are Colt
Industries, Crucible Steel, Olin-
Mathieson Chemical Corp. and
West Point Manufacturing Co.

He is a contributing editor of
Business Insurance, and his arti-
cles appear regularly in the Per-
spective section of this magazine.
He has recently published a book,
"Employe Savings Plans-The

Coming Trend in Retirement

Planning." He was a member for

six years of the insurance Plan-
ning Council of the American
Management Assn. and has been

president of the Insurance Buyers
Assn. of Pittsburgh.

Mr. Francis will operate from
his home in Milford, Conn., and
from his office, Suite LLl, Com-
merce Park, Bridgeport. •

Tips for dealers on

,pe to theft losses
SAN FRANCISCO--More

khan 14% of all automobiles

stolen here during a one-
month period were taken di-

rectly from auto dealer lots.
As a result of its discovery

the Pacific Coast division of

the National Automobile

Theft Bureau is now making
available to auto dealers an

advisory bulletin suggesting
how they may reduce thefts
from their lots. The one-

month loss from car dealer

lots involved nnore than

$204,000 for the insurance
carriers who protected the

dealers. The division suggests
"greater key security, inven-
tory control and general re-
inforcement of lot security."

vant and that it was "highly un-
likely" that any other company
did. (Sources at INA and a Lon-
don-based broker voiced similar

opinions.) "Some companies have
the coverage, the vast maj ority of

them don't," Mr. Redmond said.
"Those that don't have it have

either not heard about it or they
don't understand it."

The broker reported that he
was amazed at the lack of cus-

tomers for the coverage since "it
is incumbent in most products
liability policies that you remove
the hazard from the shelves."

Mr. Redmond concurred. "The

products liability policy will tell

you that you must take all neces-
sary steps to remove the danger
and the manufacturers will ne-

gate his coverage if he doesn't.
However, the liability policy will
not cover the costs of the remov-

al."

The costs of an undertaking as
vast as the nationwide recall by
Bon Vivant can be overwhelming,
according to the sources. "They
have to remove the cans immedi-

ately. That will add to the ex-
pense," said the broker.

"IN A CASE like this, you
should get customer lists from
wholesalers, send telegrams to all
the custorners, press releases

should go out (you may have to
hire a public relations firm to do
it for you), you should have the
word in every paper and on every
radio and television station

around," Mr. Redmond noted.
"And that's all above and beyond

the actual cost of removing the
bad products. It can be a huge
expense."

He also pointed out that "Bon

Vivant's{ expenses will probably
be increased because of all the

different labels. A single product
recall Folicy would cover all
those labels but as communica-

tions increase, so do expenses.
"They have an added problem

because l they are dealing with
canned oods," he went on. "If
they have to dispose of the cans,
special methods have to be used.

Most products you can just dump.

But cans have to be totally de-
stroyed to remove even the re-
mote possibility of their being used
again."

Though the deadly botulinum
toxin has been discovered in only
five of Bon Vivant's cans, all of
them vichyssoise, the company is
undertaking a total recall. Some
suspicious looking cans have been

reported  in different parts of thecountry.

In the race for pen
earnings, thesprin
takes no prizes.

THE VICHYSSOISE that killed

the New York man and put his
wife in the hospital had been
served cold and it is mainly other
items that can be served without

heating that are being investigat-
ed.

A spokesman for the Food and
Drug Administration reported
that the occurrence of botulinum

poisoning indicated errors in

. quality control at the Bon Vivant
plant. He said that insufficient

processing temperature and fail-
ure to hold cans at the factory

long enough to observe defects
could have contributed to the

presence of the toxin, which can

survive in the absence of oxygen.
The F.D.A. man also said that

this was a far more inclusive re-

call than that of canned tuna fish

in 1963. a

sion fund
ter

Because successful pension fund managers know it's strictly
a long run business. A flashy burst of speed doesn't get you
very far.

That's why ftna's pension operations are organized
for maximum dependable performance over the
long pull. Year after year.

There are special advantages ftna can offer you.
Pension fund management is a field where
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nationwide-not just regionally-affects                                                                                                   . le ,

performance.

The dollars we manage-over $3 billion
in pension assets-reflect the confidence "43 ls,

buyers have in us. And 40 - .*,-
6 _ years in the pension field , I. I ./-.....

'%-4 - have taught us how to take
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We've learned ¥. j
something else
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f•
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line of pension products
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equity and fixed dollar investments. And important fixed
income guarantees.
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 washington watch
Sen. Taft ioins private pension plan
critics in strong demand for reform

WASHINGTON-Senate advo-

cates of private pension reform
legislation have a new and poten-
tially powerful ally in the form of
conservative Republican Sen.

Robert A. Taft, who in a lengthy
floor speech praised the pension
legislation efforts of liberal Sens.
Harrison Williams (D.-N.J.) and
Jacob Javits (R.-N.Y.) and
called on Congress to take "af-
firmative steps to protect the
pension rights of America's work-

ing men and women.
"We must act now to assure

more reasonable vesting provi-

sions, assure actuarial soundness,
eliminate self-dealing on the part
of the trustees, and prevent pen-
sions from being reduced to wipe
out Social Security increases,"
Sen. Taft told the Senate.

"Only through these measures
can the employes of this nation
be assured that they will receive
the retirement benefits they have

earned," he said.
The Ohio senator's speech was

apparently prompted in part by

the closing of the Fruehauf Trail-
er plant in Avon, Ohio, which he
said left many workers who had

been with the firm for as long as
11 years with no pension benefits
whatever.

HE SPECIFICALLY cited one
53-year-old Fruehauf employe,
who was laid off after 23 years of
service and who will receive a

The big insurance broker that
stayed small owes you
a bit of an explanation.

pension of only $50 a month at
age 65. Because of his age, this
man will probably not be able to
qualify for another pension with
another employer, Sen. Taft not-
ed.

Sen. Taft quoted at length from
a study recently released by the
labor subcommittee which found

that of 51 pension plans with ei-
ther no vesting, or vesting after
11 or more years of service, only
5 % of the participants who left
those .plans obtained any benefits
at all.

Even where benefits are vested,
employes may be in for a "rude
awakening," Sen. Taft noted, and
cited the 1964 closing of Stude-
baker in South Bend, Indiana.
Most employes there with vested
benefits were still paid only 15
cents on the dollar, he said.

Sen. Taft came down particu-
larly hard on private pension
fund management practices, cit-
ing numerous specific examples
of "scandalous investment prac-

How, people ask us, can an insurance broker be big and
small at the same time?

Easy, we answer. It's a matter of attitude.
You see, the problem with many big insurance brokers

is that--while they may be doing an adequate job for their
big customers--they're apt to feel a bit aloof toward their
smaller clients.

And the problem with small insurance brokers is that-
while their hearts are in the right place-they simply haven't
got the facilities to serve big clients with complicated problems.

The nice thing about PAIGE is that we're big enough
to take on any task. Yet small enough not to take it for granted.
There's no job, no risk, no problem too big. And no detail, no
service, no client too small.

PAIGE. The big insurance broker
that stayed small.

PAIGE

BOSTON / NEW YORK / PORTZ.AND. EASTPORT AND HOULTON. ME / LOS ANGELES / ATLANTA / HARTFORD / MANCHESTER N.H./ SAN FRANCISCO

tices and insider transactions."

"MANY PENSION plan trus-
tees have been using the pension
fund assets for their own personal
business ventures and dealings"
and "have been putting their own
speculative schemes ahead of the
security of the employes and pen-
sioners," Sen. Taft charged.

"This is a practice which must
be stopped now by federal law,"
he said.

Congress should "examine the
wisdom of" permitting employers
to invest trust fund assets in their

own company's stock, the senator
said. He noted that the profit-
sharing plan of "one of America's
largest retailers" holds more than
21 % of the stock of that company
and that "one large packaging
company" has invested more than
99 % of its pension fund assets in
its own stock.

"If it is wrong for a union to
use trust fund assets to advance

its collateral interests ( referring
to the recent court case involving
the United Mine Workers' welfare

and retirement fund), it should
also be wrong for an employer
either to buy its own stock or to
lend itself money from the pen-
sion fund," he said.

"HOW CAN WE be sure a trus-
tee-employer is putting the inter-
est of the beneficiary first, if he
is allowed to play the stock mar-
ket and buy the company's own
stock with pension fund assets?"
Sen. Taft asked.

The senator said the litigation
over the UMW welfare and re-

tirement fund brought to light a
"classic case of mismanagement."

He noted that the court found
that the union held 74 % of the

stock of a Washington bank and
that the trustees of the union's

welfare fund then deposited as
much as $75 million ( 44 % of the
fund's total resources) in this
bank at no interest.

Sen. Williams, chairman of the
Senate labor committee, has in-
troduced legislation to assist in
funding retirement benefits for
public school and college teach-
ers, who currently lose pension
credits by moving from one state
to another.

UNDER THE Williams bill, the
federal government would pro-
vide funds to state teacher retire-

ment plans to aid in the financing

of recognized out-of-state service
credits and to supplement de-
ferred vested benefits.

To qualify for federal funds,
state plans would have to permit
teachers to purchase credit for at
least 10 years of out-of-state pub-
lie school teaching service not

vested elsewhere, whereby the
teacher and the employer share
in the cost.

Also a plan would have to pro-
vide for vesting of retirement
rights after not more than five
years of service.

ACCORDING to Sen. Williams,
his bill would allow teachers who

have worked in two or more

states to retire with benefits

"substantially the same" as they
would have received by teachirf>-
in a single state for their entlre
careers.

Sen. Williams notes that many
state retirement systerns have

made attempts toward solving the
teacher mobility problem caused
by lost pension rights. But, he
says, the state-based nature of
American education and the lim-

ited funds available have not

permitted the states to make any
great strides in this direction.

Some states, he points out, use
the basic concept of out-of-state

credit. But, in nearly all cases, he
said, the teacher must pay both

the employer's and his own share,
plus an interest fee, making such
a move financially beyond the
limits of the teacher's income in

most cases. •



Touchy
Question#

Are exclusions in your insurance policy
just escape hatches

for your insurance company ?
The policy exclusions are customer bene-

fits.

Insurance enables a number of persons or
entities, all exposed to a common definable
peril, to share the losses of the few who (as
it turns out) sustain them.

The more precisely the peril can be de-
fined, the more equitably the losses can be
shared and the more economically the policy
can be written and serviced. The exclusions

are an indispensable part of the definition. The
declarations say what the peril is. The exclu-
sions say whar it is not. They g.,:: -
are an assurance, to you, p ,
that your premiums will be

used to pay only the same ./Ju.4
kind of losses that you your-  r
self are insuring against. 4./1 *>10#-

Because exclusions are ;4$.3

so continuously argued (they
Mf

f

go to court every day of the
week all over the country)

many people think they create arguments.
Not at all. They are there not to create argu-
ment, but to resolve it. When lawyers refer
to policy exclusions, they do so in order to
determine the policy intent.

To attempt fair distribution of insurance
policy benefits in the absence of full and ex-
plicit written exclusions would be like trying
to play tennis without baselines and a net.
There has to be some way of calling a ball too
low or too high or out.

The exclusions are benefits. The only
p source of revenue your in-

surance company has is your
premiums. If it makes an

 improper payment, it makes
*j* - j it with your money. The pur-

p\-AU -42-61 # ,» pose of the exclusions is to
-I.65./Iuittilial# protect you from such mis-

use of your money. They are
working not for your insur-
ance company, but for you.

11 41***

Employers Insurance of Wausau

We think insurance

ought to work for
a living.

.
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Stockholders ask $24 million cover
on exec' s life; he' s asking Lloyd' s

LONDON-Business executive

Jim Slater believes in his own

future so much that he feels he is

worth $24 million to the invest-
ment corporation he runs. So he
is asking Lloyd's of London to
prove the point by insuring his
life for that sum.

It is a new move among corpo-

rate leaders in Britain, though
pop stars like Tom Jones and Eng-

elbert Humperdinck are already
heavily insured by show-biz com-
panies who use their talents, and

there is routine life assurance on

lesser executives. But this is dif-

ferent.

Stockholders asked tycoon Jim
Slater to insure himself for this

amount after learning that his
firm had nearly $30 million in
profit last year. He founded the
firm seven years ago and it looks
like he'll be making star rating on

the stock exchange business charts
for many years to come.

To cover himself for $24 million
and his business associates for an-

other S 12 million is likely to cost
$100,000 a year in premiums. He

thinks that Lloyd's might share
the risk with insurance compa-

nies, and perhaps offer some of it
abroad. He is 42, and is top man
in Slater Walker Securities, which
runs banking and industrial

groups. He will become one of
Britain's highest-priced executives
if the company insures him for
this sum.

***

FRAUDS on Britain's social se-

curity services are being probed
by government inspectors after
complaints that too many work-

ing people are beating the system
by trickery.

Investigators report that 30
Ford plant workers, some of
whom have recently been on
strike, have made illegal claims
for welfare benefits. There is also

the case of eight workers in the

port area of Middlesbrough, in
Durham County, who got fake
doctors' certificates and stole

sickness benefits while earning
$200 a week at oil refineries.

Reports frorn nationwide

sources show that more than 23,-
000 industrial operatives are
thought to have swindled the
government-run organization last
year. Only 7,000 were prosecuted,
despite a step-up in the number
of offical investigators.

Britain will spend another $1.3
billion on social security services
this year. Increased contribution
rates will be levied on both em-

ployers and workers. But in re-

If only you had
AFC(Ys extra line
of cred it.

Then you would dt
have to tie up
all that cash
for insurance
premiums.

Borrow the premiums from Afco. (You'll love our low

interest rates.) Pay us monthly or quarterly, out of current

income. You don't need a compensating bank balance,

you don't need to disturbyour other lines of credit.

And we're sure you'll be able to think up a way of using

thatextra workingcapital. Askyour insurance agent

or broker about Afco. Now.

NEW YORK: 108 JOHN STREET, NEW YORK 10038
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COLUMBUS, O. EAST ORANGE HEMPSTEAD, N. Y.
KANSAS CITY LOS ANGELES MIAMI

NEW YORK SAN FRANCISCO SEATTJ.E

CANADIAN AFFILIATE: CAFO

HALIFAX MONTREAL TORONTO

EDMCNTON VANCOUVER

turn there will be better welfare
pensions for people over 80, and
improved benefits for industrial
injury liabilities from public
fundS

Strike-bound plants in Britain
cost industry the loss of 80 mil-
lion work hours in the first half

1971, and social service benefits
provided by the government to
aid strikers and their families

when union pay ran short of their
needs totalled nearly $10 million.
Government leaders are being
urged to cut this form of welfare
insurance so as to halt labor dis-
putes.

***

LAWYERS are being invited to
join a new hospital benefits plan
that Continental Casualty Co.,
Chicago, is backing in Britain. It
is the first time this type of in-
surance has been offered on the

U.K. market and the Law Society
of England is urging all its mem-
bers to support it.

The plan is slanted towards
providing extra income for law-
yers while they are hospitalized
as a result of accident or sickness.

Promotional literature explains
that they can use the money in
any way they think fit: for hospi-

tal or doctor bills, to pay the rent
or buy groceries.

Quarterly premiums to buy

$24-a-day cover for up to twelve
months' hospitalization range from
$8.40 up to age 35 through $10.80

up to 45 and $16.80 to age 55.
There are higher rates on offer
for family cover.

*

RISKS THAT can face dentists

in the treatment of frightened
children were revealed through
the unusual death of a four-

year-old London girl.
Coroner Gavin Thurston ac-

cepted that it was a case of acci-
dental death when he held an

inquest on the victim, who had
been taken to the Royal Dental
Hospital to have four teeth ·out.

But he agreed that her heart
had stopped through fear, which
had caused an excess of adrenalin

in her bloodstream. He added: "It

is a question of assessing the de-
gree of fear, and balancing this
against the necessity for treat-

ment. Any person about to have
dental treatment is frightened;
this produces adrenalin. It is a
question of knowing how much."

He was told that the girl had
refused to go into the operating
theater because she was fright-
ened. But her teeth were causing
pain, so she was given a sedative
and carried in. The teeth were

successfully removed, but she
suddenly went limp and died.

***

A LEADING Lloyd's under-
writer warned shipowners against
the hazards of running unsafe
vessels when he spoke on insur-
ance problems at the Baltic and
International Maritime Confer-

ence in Gothenburg, Sweden.
Peter Green, underwriter for

one of the largest marine syndi-
cates at Lloyd's, hinted that bad
owners might find themselves in
a position where the market-*s-
fused to insure them. Deali*
with the growing toll of tanker
incidents, he said:

"There are many fine masters
of tankers with highly qualified
crews who operate their ships
with prudence. But the operation
of so-called 'flags of convenience,'
representing over one-third of the
world tanker tonnage, is at the
other end of the spectrum.

"It is clearly desirable that
there should be an international

agreement on oil spillage and
clean-up cost:s."

***

HULL RISK premiums will
have to be hiked by 20% in the
next twelve months, and will go
higher if inflation is not halted.

Henry Chester, chairman of
Continued on page 38



Massachusetts auto reform law

upheld by state's supreme court
BOSTON-The first judicial

challenge of controversial auto
insurance reform legislation was
turned back rather forcefully late
last month when the Massachu-

setts state supreme court upheld
the state auto insurance reform
measure that has been in effect
since Jan. 1.

The Massachusetts nneasure

treats fleet vehicles favorably-or
at least does not discriminate

against them-and the court deci-
sion has been greeted warmly by
corporate consumers of insurance
for auto fleets, trucks and buses.

The test case here had been

brought by Milton Pinnick of
Sharon, who charged that provi-
sions of the new law deprived
him of his right of property and
abridged his right to trial by jury.

THE LAW PROVIDES that lia-

bility claims up to $2,000, includ-
ing loss of wages and medical
expenses, are paid by the victim's
own insurer. Suits for "pain and
suffering" are prohibited unless
medical expenses exceed a $500
threshold. (Property damage cov-
erage is not affected by the law,
however; accident victims' insur-
ers must still subrogate against
the party at fault although a
drive is being mounted to amend
this and include it in a first-party

system.)
In a 46-page decision by Justice

Paul C. Reardon, the court held
that the law, as applied to the
plaintiff, is constitutional under
both federal and state constitu-

tions.

The opinion further commented
that those who challenge the law
"have attributed to it not only a

drastic stripping of legal rights
but also, in its practical effect, a

Explains
crime act

requirements
FARMINGTON, Mich.-Elec-

tronic alarm system requirements
of the Housing and Urban De-
velopment Act of 1970 will likely
be carried over to any program
established by the state of Michi-
gan, according to Allen Silvarman,
administrative head for Security
Services Inc. here.

The 1970 act proposes rules for
insurance at reasonable rates in

high-crime areas in any state in
which private insurance is not

available by Aug. 1, 1971. Rules
call for three types of electronic
alarrn systenns, Mr. Silvarnnan

said:

• Establishments dealing in
furs, jewelry, guns and ammuni-
tion, and wholesale liquor, tobac-
co and drugs need a silent alarm
system constantly in operation
that signals private sentry or

guard headquarters that are at-
tended and monitored 24 hours a

day.
• Precious metal storage facil-

kies, industrial tool supply hous-
es, pawn shops and stores dealing
in liquor, electronic equipment,
wigs, new clothing, cameras, coins
and stamps would be required to
have silent alarms that signal at a
location other than the premises
where installed without giving
warning there that they have
been activated.

• Antique stores, art galleries
and service stations would be re-

quired to have local alarm sys-
tems that signal by means of one
or more bells or other loud, audi-

ble devices located on the premis-

es. •

substantial diminution of the

damages which the average non-

negligent accident victim may
reasonably expect. .

"Analysis demonstrates, on the
contrary, that the (state) legisla-
ture has acted with extreme eau-

tion on altering prior legal rights,
changing in one respect only the
elements of damages which are
recoverable by the victim," the
court went on.

TOUCHING ON the law's prac-
tical effect, the court noted:

"It appears that the statue af-

fords the citizen the security of
prompt and certain recovery to a
fixed amount of the most salient

elements of his out-of-pocket ex-
penses and an increased flexibili-
ty in avoiding duplicate coverage,
at double premiums, for the same
expense.

"In return for this," it went on,
"he surrenders the possibly mini-

mal damages for 'pain and suffer-
ing' recoverable in cases not
marked by serious economic loss
. . . and the outside chance that

through a generous settlement
. he may be able to reap a

monetary windfall out of his mis-
fortune."

Judge Reardon also pointed out
that the ills against which the law
is directed are "obvious" and that

"one of the most prominent of
these will be found in a brief

consideration of the impact of the
automobile on the burden of liti-

gation carried by courts in gener-
al and { Massachusetts courts in

particular.
"The problems of society to

which the courts have been called

no longer permit the luxury of
using them as a forum for resolv-
ing the ever-increasing numbers

of automobile accident claims,"
he said in his opinion.

FOOTNOTE: The impact of the
new law was being driven home
to Massachusetts insurance buy-
ers in a rather interesting fashion

business insurance, July 19, 1971/7

early this month.
In newspaper ads taken by the

Massachusetts Insurance Infor-

mation Committee, which repre-
sents stock and mutual property
and casualty companies serving
the state, big, bold headlines pro-

claimed, "You've just saved $76
million. And we're proud to have
been a part of it."

Calling attention to the court
decision, the advertisement notes,
"In practical terms, this means
that the 15 % reduction in bodily
injury liability rates established
last January is going to stand.
Based on what your 1971 compul-
sory rates would have been with-
out the no-fault law, you and
over 2 million other Massachu-

setts car owners have just saved
$76 million in 1971. That's great

news. And we're as pleased about
it as you are." •

GREAT AMERICAN FIRES NO. 3
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Fire devastates chemical complex

Could Ansul Have Saved

the Spalding Camphene
and Fluid Works?

Prior to the disastrous fire which

razed the firm's main plant, Spalding
had been one of the great names in
camphene-to say nothing of burning
fluid.

The explosion and subsequent con.
flagration was traced to the "fluid"
works (pictured above in happier
times). Investigation later revealed
that fire protection in this highly
hazardous area was woefully inade-
quate.

Crazy Bob's Folly.
If the management of the concern

had asked Ansul to conduct a hazard

analysis, the debacle might have been
prevented. We might have recom-
mended installation of a Light Water
Sub-surface system in the Burning
Fluid vat. Powered by nitrogen, the
Light Water would have been injected
at the base of the vat, risen to the top
and formed a vapor blanket. This in
turn would have extinguished the fire
and prevented reflash.

A Formula for Success.
We would have recommended stra.

tegic placement of dry chemical hand
portable extinguishers throughout the
complex; and possibly the addition of
a large dry chemical hand hoseline
stationary extinguishing system to
protect the neighboring camphene

1ly

works. However, this dazzling array
of equipment would still be inadequate
without thorough training in its use
for Spalding employees. And of course,
we would have seen to it that the

equipment was regularly inspected and
serviced by local representatives of
our nationwide dealer network.

Whether it's achemical plant, anoil
refinery or any other high risk hazard,
Ansul approaches the fire protection
job in just one way-professionally.
The Ansul Company, Marinette, Wis-
consin 54143.

THE ANSUL SYSTEM
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Froehlke assumes army post after
he denies charges to Senate panel

WASHINGTON-Robert F.

Froehlke, his nomination ap-
proved by the Senate armed serv-
ices committee after he denied

participating in the reorganization
plan of Sentry Insurance while
an assistant secretary of defense,

has been confirmed by the Senate
and sworn in as secretary of the
army.

Mr. Froehlke was questioned
by the committee about the Busi-

ness Insurance report (June 21)
that he continued to have a role

in the Sentry plan after taking
the Defense Department post in
January, 1969. Sen. John C. Sten-

nis (D.-Miss.), committee chair-
man, referred to the report,

which later appeared elsewhere,
as news items "with respect to a

plan that never materialized un-

der which you were to be a par-
ticipant in purchasing some in-
surance stock in your forrner

company." He asked Mr. Froehlke
to "clarify."

"I read the story in the June 21
issue of Business Insurance con-

cerning my alleged involvement
in the organization plan of the
Sentry Insurance Cos.; the story
repeats allegations that were
publicly made and publicly an-
swered in detail a year and a half
ago," said Mr. Froehlke.

HE SAID he had discussed the

allegations with the general coun-
sels of the army and the Defense
Department. "Both concur that
even if the allegations were true,

improve its skyline

which they are not, there would
be no conflict of interest were I

to invest in the stock of the re-

organized Sentry Cos.," he stated,
adding that Sentry "does not do
business with the Defense De-
partment"

Mr. Froehlke went on to say
that he "did not at any time par-
ticipate in the reorganization of
the Sentry Cos. after joining the
Department of Defense."

He stated, however, that he was

"initially involved" in prelimi-
nary plans, which he said started
"well before" he took office. "But

I never applied for a loan from
Chase Manhattan Bank or any
other bank to finance the pur-
chase of stock," he added.

He also said he attended two

- A
.

-1
--

'

Secretary of the Army Robert F. Froehlke (left) stancs tall next to
Defense Secretary Melvin Laird and Gen. William Westmoreland, the
army chief of sta-f, as a 19-gun salute ushers Mr. Froek Ike in as army
secretary. -wid 9 World photo

meetings of the board of Sentry
Cos. since resigning: "Twice I

When something real

big looms on the horizon, chances are it's backed up by a Chubb surety

bond. Oneof ourbonds isguaranteeing the erection of thesteelwork in

New York's World Trade Center-90,000 tons in each of its twin 110-story

towers. This important addition to New York's skyline, which rises 1,350 feet,

occupies a 16-acre site in lower Manhattan. The bonding of major construc-

tion projects throughout the world is an important phase of our business.

CHUBB/PACIFIC INDEMNITY GROUP
Subsidiary of-TAD· Chubb Corporation, 90 John Street, New York, N.Y. 10038

CHUBB & SON INC., Manager federal Insurance Company • Vigilan: Insurance Company • Great Northern Insurance Company
• The Sea Insurance Company Limited • The London Assurance • Alliance Assurance Company Limited • Sun Insurance Office
Limited •The Sumitomo Marine and Fire Insurance Comoany, Limited • Affiliated with Pacific Indemnity G-oup through The Chubb
Corporation • The Colonial Life Insurance Company of America • Aviation Insurance though Associated Aviation Urderwriters.

have happened to be in Stevens
Point, Wis., when the board was
in session. I took =he opportunity
to visit with old friends. I did not

vote or participate in the formal
business of the board."

"AND YOU HAVE no connec-
tion now with the company?"
asked Sen. Stennis

"I am on a leae of absence to

protect my retirement," Mr.
Froehlke replied.

'But you have r.o active con-
nection and have none planned
during your tenure in office?"
_ .':None whatsoe-er other than
ftiendship," amswered Mr.
Froehlke.

From there, :he committee

went on to general questioning.
At the opening ©f the hearing,

Mr. Froehlke got the backing of
Sen. William Prox-nire (D.-Wis.),
who said the nominee "has been

a great success in business in Wis-

consin; he has earned an enviable
reputation for integrity and capa-
bility."

At the close cf the hearing,
Sen. Stennis pred- cted that there
would be "a close vote" but add-

ed "we feel like yuu'11 get there."
The "close vote" cornment was

later interpreted by an aide as
"just a joke." The committee ap-
proval came out as officially
"unanimous" for Mr. Froehlke,
the aide stated.

Mr. Froehlke's ras one of sev-

eral executive n)minations ap-
proved by the Serate on June 30.
He was sworn in 31 July 1. •

Here' s how

Froehlke

answered Bl
CHICAGO-Robert F. Froehlke,

on the day he was nominated by
President Nixon tor secretary of

the army, put an embargo on a
telephone interview with Business

Insurance. He said any comment
prior to his confirmation hearing
before the Senate arrned services

committee would te "inappropri-
ate."

Mr, Froehlke and Business In-

surance Editor Richard Bjorklund

worked out agreed-upon wording
that indicated the nominee's deci-

sion not to make a public state,-
ment.

The nomihee did agree, how-
ever, to answer questions that
had been put to him in writing
during the Busines: Insurance in-
vestigation of his dealings with

Sentry Insurance while he served
as assistant secre-ary of defense,
a post he assun13d in January,
1969.

• To the quesE)n of whether

he attended at least one Sentry
board meeting while serving in

the Defense De partment, Mr.

Froehlkesaid:

"You've got to remember that
Conti-rued on page 39
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Forthemanwhohasmoreofeverything
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If you're a man at the top... living way up there in the higher
echelons can get pretty scary sometimes.

More than likely the responsibilities of a high social, economic
or professional status make you more conscious of the liabilities
of prestige.

That's why the Top Brass Policy from The St. Paul Companies.

A Top Brass Policy protects you in case of personal injury
including bodily injury, mental anguish, libel, false arrest (heaven
forbid)-and many other unpleasantries we'd rather not mention.

You're even protected under oral and implied contracts with
a Top Brass Policy.

Additionally, in most states, the Top Brass plan contains
an excess major medical feature not available as a separate

coverage. Based on a $10,000 minimum deductible, you're
entitled to excess coverage up to $25,000.

The St. Paul offers limits of $5,000,000 per occurrence
(in excess of personal liability already owned); and you must
own at least $100,000 or so of personal liability just to be eligible
for a Top Brass Policy !

If you could use a little extra peace of mind, a quiet chat
with a St. Paul agent will fill you in on all the details. *
He's in the Yellow Pages.

*Ask a St. Paul agent about a combination plan of high limit
personal and business insurance protection- Top Brass and
Umbrella Excess insurance in one package!

The St. Paul Companies Inc., recognized by quiet, distinguished
service for 118 years.

THE ST. PAUL
COMPANIES, INC.

Serving you around the world... around the clock

St. Paul Fire and Marine Insurarce Company, St. Paul Mercury Insurance Company, The St. Paul Insurance Company.
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DOT official to clarify fleet vehicle treatment
By NORMAN HOFFMAN

Contributing Editor

WASHINGTON-A federal of-

ficial has pledged to tell members
of the American Society of Insur-

ance Management how the De-
partment of Transportation pro-
poses to treat commercial vehicles
under its recommendations for

auto victim compensation reform.

The pledge came from Assist-
ant DOT Secretary Charles D.
Baker at the third annual federal
legislative review sponsored by
the Insurance Information Insti-

tute. More than a hundred insur-

ance company executives, asso-
ciation representatives and others
attended the session in the new

House office building here.
Mr. Baker said the huge DOT

automobile and accident insur-

ance study clearly showed the

present system of auto victim

compensation to be inadequate. It
costs $2 of input to get $1 of

output from the present system,
he said. He added that the allo-

cation of benefits is uneven, fa-

voring small claims and hurting
those seriously inj ured, that the
present system does little about
accident prevention and rehabili-
tation, and that it is unduly pro-

tracted in offering solutions. He
concluded that, in the light of
these defects of the present tort
and insurance systems, new ap-

proaches are needed rather than
rnere patchwork on the old sys-
tem. In introducing new propos-

als, he believes the major focus
should be on bodily injury not on
property damage, and that the
states should do the job and that
the federal government is com-
mitted to leave it at the state

wilen lire sirmes,
11 goes 10 Dieces...
Dut cloesn't
lose ils nea1.
It happens automatically

whenevei things get too hot.
And when it does, it releases a

blaze-dousing spray to get the

best of a fire. before it gets the

best of a building.

At Facton' Mutual. we've been

in on the development of

sprinklers since the em·ly
days of their use.

All in all, we believe we can

give you more pointers on out-

fitting your plant with spiin-

klers than anyone else. So why

chance it when you can play it

site? Lkt us help you put a
damper on fires at your

Helpi ng policyholders protect

their business with sprinkle,3

is only one aspect of'the com-
plete loss-prevention sen ices

the Factory Mutual Companies
provide. For further infbrmation,

contact your nearest Factoty
Mutual district oftice or write

Factory Mutual System.
Dept. C, Norwood, Mass. 02062.

Aliendale Insurance

Arkwright-Boston Insurance

Philadelphia Manufacturers Insurance
Protection Mutual Insurance

System Subsidiaries
FM Insurance Co. Ltd.

FM Engineering and Research

level if and where posssible. "If
the states fail, then the federal
government will come in with

both feet, even if they are both
left feet," Mr. Baker asserted.

HE PRAISED both the Demo-

crats for having started the study
of the automobile insurance sys-
tem, and the Republicans for con-

tinuing and concluding it, and de-
clared it to be a bipartisan issue.

He repor.ed that the DOT will
inform Congress in 1973 of the
progress made as a result of its
work. He is sure that Secretary of
Transportation Volpe does not
wish to be an automobile insur-

ance czar, nor does he believe that
the federal government should be
one.

Asked what he would consider

to be progress on state and indus-
try levels, he stated that the

agreement as to model legislation
by the states or the National
Assn. of Insurance Commissioners

would be progress, and that an
increasing number of states hav-
ing passed this legislation and ex-

perimentation with it would be
considered progress. Such prog-
ress, he indicated, would preclude
the necessity of the federal gov-
ernment having to fill a void.

Asked to explain the philoso-
phy behind the difference in treat-
ment afforded fleet or commercial
vehicles with the treatment of pri-
vate passenger vehicles under the
no-fault legislation, Mr. Baker re-
plied that although the subject is
alluded to in his DOT report, it is
a complicated question to answer
and that the best he could do

would be to answer it in writing
to those interested.

Rep. Gerald Ford (R.-Mich.) in-

dicated it was his opinion that the
trend toward insurance legislation
will accelerate as the consumer

movement gains acceptance.
Present proposals provide for an
office of consumer affairs to re-

place the temporary consumer's
office now operating under the
executive branch, and it is likely
that some form of consumer leg-

'islation will be passed by this ,
Congress. Mr. Ford thinks that
the Federal Trade Commission

should be reinforced and would

then be able to adequately handle
consumer affairs. He does not be-

lieve that the addition of a new

department established specifical-
ly for this purpose would be the
best method of solving the prob-
lern.

HE INDICATED that he be-

lieves a health insurance plan
would be passed by this Congress
at its 1972 session, probably not
at this session, and that it would
be a compromise between the
Kennedy plan and the President's
plan. He said that he was sure

that legislation aimed at improv-
ing the delivery of medical serv-
ices would be passed simultane-
ously. For example, the federal
government is backing physicians'
assistant traning programs, physi-
cians' scholarship programs and
other medical manpower pro-

grams.

Rep. Ford indicated that the
new Occupational Safety and
Health Act is really an opportuni-
ty for industry to clean its own
house, with government assist-
ance and that since the legislation
is brand new, individuals and

corporations still have an oppor-
tunity to make their views known
and ask for changes in the law; to
his knowledge, there have been
no changes requested.

He said there has been no de-

mand for a federal insurance

guarantee program, but, to the
contrary, cornpared with ten

years ago, there is a strong feel-
ing that state supervision of in-
surance is inadequate. He indicat-
ed that his office and those of

other Congressrnen and Senators
are receiving more mail and com-
plaints on insurance matters than
ever before.

With respect to no-fault auto-
mobile insurance, he was aware
of the three States which now

have such legislation, stated that
he knew that a Federal plan
would pre-empt state plans, and
did not rule out the possibility of
federal legislation in this Con-
gress.

SEN. GLENN BEALL (R.-Md.)
indicated that Congress is reluc-
tant to get into the insurance
business, but feels that it must
respond to complaints brought by
voters. He said that the govern-
ment always steps in where there
is a void, for instance, flood and
FAIR plans. He stated that the
government is trying to encour-
age states to pass no-fault legisla-
tion so that the industry, the fed-
eral government and the public
will have an opportunity of test-
ing it and comparing it with the
old tort systems. Should industry
fail to provide this opportunity,
he feels certain that the federal

government will step in. He notes
increasing numbers of letters
from senior citizens regarding the
automobile cancellation problem
and currently refers them to his
state commissioner. As long as

the states are able to resolve

these continuing problems, he
feels that Congress would be re-
luctant to step in.

He indicated that Congress is
concerned with crime coverage
only to be certain that people who

Continued on page 42



Two towns

leaving state
pension fund

HARTFORD-Two smaller Con-

necticut towns are pulling out

of a state-operated municipal em-
ployes retirement fund over dis-
satisfaction with its performance.
(See Following the Funds on page
34.)

The towns of Windsor and Dar-
ien are removing upwards of $1
million in town funds-their ini-

tial investment without interest

-and plan to invest the money in
private plans.

Windsor, a Hartford suburb, is
taking $444,565, and Darien, in

the Southwestern portion of the
state, is pulling out $602,058.

EARLIER, State Treasurer

Robert Berdon disclosed a loss of

$140 million in asset value for six
large retirement funds adminis-

tered by the state, including two
municipal employes' retirement
funds, from the initial investment
figure.

Mr. Berdon appealed, unsue-
cessfully, to the state legislature
for authority to set up a small
trust division in his department
with professional investment per-
sonnel to give their expertise to
administration of all state invest-

ment funds.

A "part-time" state employe,
he said, is now supervising the
funds. (The employe was identi-
fied as Alexander J. Pardee, who
lives in North Haven, a New Ha-
ven suburb).

Darien's town finance director,
Albert Brunner, remarked that
Darien decided to withdraw its

funds because it had a "better

plan."

"THERE ARE no vested inter-

ests or survivor benefits in the

state plan," Mr. Brunner said. "It
wasn't as good a plan as the town
employes would like. We have a
new plan that will be better for
the town employes."

A Windsor town finance de-

partment spokesman commented,
"We are going right into another
plan with an insurance company.
We will get a better return on our
money. We never got any interest
on our money with the state."

He said the main reason the

town was quitting the state plan
"is that we could do a lot better

with our money. There were no
vested rights until after 35 years'
service.

"The fund was limited as to

how it could be invested," he con-
tinued. "We are now able to write

our own specific conditions and
we put it out to bid. We will get
more for our money." •
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David Kee, (left) a senior at Tem-
pie University, Philadelphia, Pa.,
was awarded a scholarship for ex-
emplary work in the field of insur
ance and risk. The annual award is

sponsored by the Delaware Valley
chapter of the American Society of
Insurance Management and was
presented by Eugene E. Marinelli,
chapter president.
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Use us regionally, nationally, globally. The offices in Assurex International are
independents - extend an equally warm welcome to a// who invest in business
insurance. Small, multicity or multinational.

Assurex
ITERNATIOAA

RISK MANAGEMENT, INSURANCE AND RELATED FINANCIAL SERVICES
THROUGH OFFICES IN PRINCIPAL CITIES EVERYWHERE

ALABAMA, Mobile; Thames & Batre
ARIZONA, Phoenix·, National-Heard Insurance

ARKANSAS, Little Rock; Rector-Means and Rowland, Inc.

CALIFORNIA, Los Angeles, Kindler, Laucci & Day
San Francisco; Clifton & Company

CANADA, Manitoba, Winnipeg; Ryan Agency Limited
Ontario, Toronto; Tomenson, Saunders Limited

Quebec, Montreal; E. A. Whitehead Ltd.

Saskatchewan, Regina; Ducketts Limited
COLORADO, Denver; Loiseau, Neiswanger & Co.
CONNECTICUT, Hartford; Allen, Russell& Allen, Inc.
DISTRICT OF COLUMBIA, Washington;

Howard & Hoffman Inc.

FLORIDA, Miami; D. R. Mead & Company
GEORGIA, Atlanta; Dunlap and Company

Savannah, Palmer & Cay, Inc.
INDIANA, Indianapolis; Robert N. Bowen & Associates, Inc.
IOWA, Des Moines; LaMair-Mulock-Condon Co.

KANSAS. Wichita; Wheeler Kelly Hagny Insurance, Inc.
KENTUCKY, Louisvilie; Nahm, Turner, Vaughan and

Landrum, Inc.

LOUISIANA, New Orleans; Gillis, Hulse & Colcock, Inc.
MAINE, Portland; Morse, Payson & Noyes
MARYLAND, Baltimore; Riggs, Counselman, Michaels &

Downes, Inc.

MASSACHUSETTS, Boston; Boit, Dalton & Church, Inc.
Lowell; Fred. C. Church, Inc.

MEXICO, Mexico, D. F. Kennedy & Hijo, A. P.
MICHIGAN, Detroit; General Underwriters, Inc.

MISSISSIPPI, Jackson; Fox-Everett, Inc.
MISSOURI, St. Louis; Lawton-Byrne-Bruner Insurance

Agency Co.
NEW JERSEY, Millburn; Donnelly Brothers
NEW YOR< Buffalo; Laverack & Haines, Inc.

New York; Reid & Carr, Inc.

NORTH CAROLINA, Charlotte; James J. Harris & Company
OHIO, Cincinnati; A. W. Shell & Company

Cleveland; The W. F. Ryan Corporation
Columbus; The McEIroy-Minister Company

OKLAHOMA, Oklahoma City; Ancel Earp, McEIdowney &
Associaks, Inc.

OREGON, Portland; Jewett, Barton, Leavy & Kem

SOUTH CAROLINA, Columbia; Boyle-Vaughan Agency
Greenville; The Furman Co.

TENNESSEE, Memphis; E. H. Crump & Company
TEXAS, Houston; Langham, Langston & Dyer
UTAH, Salt Lake City; Ed. 0. Smith & Sons
VIRGINIA, Richmond; DeJarnette & Paul, Inc.

WASHING-ON, Seattle; LaBow, Haynes Company, Inc.
WEST VIRGINIA, Charleston;

McDonough-Caperton-Shepherd-Goldsmith
WISCONSIN, Milwaukee: Carney-Rutter Agency, Inc.
PUERTO R CO, San Juan; Barros & Carrion, Inc.

..

ARGENTINA, AUSTRALIA, BELGIUM, ECUADOR,
ENGLAND, FRANCE, GERMANY, IRELAND, ITALY, JAPAN,
NETHERLANDS, NEW ZEALAND, PERU, VENEZUELA
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EST. 1899

DAVIS, BORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007

50Years
ofGrowth

IRM
1921 $15,000,000*

1971 $1,500,000,000*

Current surplus $377,835,000

*Combined assets of member companies

IMPROVED RISK MUTUALS

TEL: (212) 964·2500

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

Branch Offices: Atlanta • Chicago • Detroit • Los Angeles • San Fra,cisco

CONTACT A MEMBER COMPANY

American Manufacturers Mutual Insurance Co.

Central Mutual Insurance Company

Employers Mutual Casualty Company

Grain Dealers Mutual Insurance Company
Indiana Lumbermens Mutual Insurance Co.

Iowa Kemper Mutual Insurance Company
Iowa National Mutual Insurance Company

Lumbermens Mutual Casualty Company

The Lumbermens Mutual Insurance Company

Merchants Mutual Insurance Company

Michigan Millers Mutual Insurance Company

Michigan )/utual Liability Company

The Millers Mutual Insurance Compaly

Pennsyliatia Lumbermens MutuEI In:uran

Pennsylialia Millers Mutual Insurance Co

Unigard Mutual Insurance Company

Utica Mutfal insurance Company
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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- 1
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.

• The National Safety Council
has recently published Funda-
mentals of Industrial Hygiene, a

hard cover 1,008-page textbook
for self-teaching or college class
work in an industrial hygien2
fundamentals course. The book is

fully indexed, includes a glossary
plus extensive bibliographies fcc
many of the chapters and can
serve as an important reference
source. Written for students witn

minimal backgrounds in this fielc,
the manual features recognition,
evaluation and control of chemi-

Cal, ergonomic and physical envE-
ronmental stresses. The price s
$ 10 for single copies, less in quar-

tity. A complimentary syllabus ard
instructor's guide is also available.
For information write the cour -

cil, 425 N. Michigan Ave., Chica-
go, Ill. 60611.

• Audio-cassettes, complete jour-
nals of the Business Insurance-

Computerworld computer protee-
tion/insurance workshop, are
available to Business Insuranx

readers. Edutronics Systems Inte--

national Inc., 3345 Wilshire Blvd.,
Los Angeles, Cal. 90010 offers four
audio-cassettes containing the en-

tire workshop proceedings for $EO.
Included on the tapes are speech25
and panel discussions of computr
fire protection, computer security,

computer employe safety and mor-
ale, property and liability insur-

ance and risk management Eor
computer facilities.

• The Equity Funding Corpom-
tion of America offers four bro-

chures describing its new ser--es
of business insurance packages
incorporating the company's lev-
erage concept which enables 11-
dividuals to purchase insurarce
and mutual funds in a coordinat-

ed program. The pamphlets Cover
Equ ity's close corporation, ce-
ferred compensation, key rran
and partnership programs. Copies
may be obtained by writing Mr.

Henry Gold, Equity Funding Cir-
poration of America, 1900 Avenue
of the Stars, Los Angeles, Cal.
90067.

• How the Stock Market Affects

Your Savings Plan Account End

How the Stock Market Affects

Your Profit-sharing Account are
available from Hewitt Informa-

tion Service, Inc., an affiliate of
Hewitt Associates. The book. ets

are designed to clearly explair to
employes what happens to profit
sharing and savings and thrift
plan funds. Samples and price in-
formation are available on re-

quest from Mrs. Retta Ren:ch,
Hewitt Information Service, Inc.,
Libertyville, Ill. 60048.

• The 1971-1972 edition of the

Design Data-Fire Resistance

Manual is available from the Gyp-
ce Co sum Association, 201 N. Wells St.,
mpany Chicago, Ill. 60606. The publicasion

contains extensive fire test cata

I for 262 wall, ceiling, column,

1 .

beam and roof deck assemblies

using gypsum board or gypsum

plaster, as well as considerable
sound and structural data. Newly
expanded to 100 pages, it pro-
vides detailed information for as-

semblies used in residential, com-
mercial, industrial and institu-

tional buildings plus a detailed
sketch of each assembly listed.
Copies are available in bulk at 70
cents each from the association.

Single copies may be obtained at
no charge.

. Image 10-40 is a booklet de-
scribing a program of long term
disability coverage for firms with
from 10 to 40 eligible employes.
The Combined Insurance Co. of

America has made the publication
available by writing Hal Laur-
ence, Advertising & Sales Promo-
tion, Combined Insurance Co. of
America, 5050 N. Broadway, Chi-
cago, Ill. 60640.

• The National Fire Protection

Assn. has published a 2100-page
fire encyclopedia containing a
reference volume on every aspect
of fire prevention and protection,
authoritative information on fire

behavior and control, process
hazards, buildings and other

structures, building equipment,
protection systems, water sup-
plies, the public fire service and
other subjects. The latest edition
of the Fire Protection Handbook

can be ordered from the NFPA

Publications Service Dept., 60
Batterymarch St., Boston, Mass.
02110.

The Aug. 30 issue of Busi-
ness Insurance will feature a

special report on internation-
al insurance and risk man-

agement, and will include an
international Info for Buyers
section. Items relating to this

topic are welcome for inclu-

sion in the Aug. 30 column.

Sample items should be sent,

along with price and quantity
information and the name

and address of your compa-

ny, to: Info for Buyers. Busi-

ness Insurance, 740 Rush St.,
Chicago, Ill. 60611 by Aug.

11, 1971.

• What about Drugs and Em-

ployes? is a booklet dealing with
the drug problems in industry.
Guidelines included in the book-

let cover identification of drug
dependencies on the job, drug

abuse on the job, special prob-
lems of illegal drug use and drug

traffic, treatment resources and

background information regard-

ing marijuana. The booklet is re-
leased by Kemper and also con-
tains Kemper insurance guide-
lines on policy and procedures
and general Kemper policies re-
garding drugs. Initial orders of
five copies are free from the com-
pany, additional orders are 10

cents each. Direct requests to the
firm at 4750 Sheridan Rd., Chica-
go, Ill. 60640.

• Towers, Pe rrin, Forster &
Crosby has released Venture

Management, a comprehensive
survey of the venture manage-

ment operations in 36 large, Unit-
ed States industrial companies.
Venture management is the for-

malization of a new corporate-
level activity designed to generate
new businesses for the large or-
ganization primarily through the
use of internal resources. Dia-

grams are included. For a copy
write Joseph A. Banik, Towers,
Perrin, Forster & Crosby Inc.,
Three Penn Center, Philadelphia,
Pa. 19102.



• The American Managernent
Assn., 135 W. 50th St., New
York, N. Y. 10020, has released
Fact Finding Techniques in Risk
Analysis. The publication deals
with the need and use of several

forms in fact gathering, presenta-
tions to underwriters, presenta-

tions to boards of directors, con-
tains a check list of exposures
insurable or not insurable, and
balance sheet approaches. Single
copies are $4.95.

• The William J. Burns Interna-

tional Detective Agency Inc. has
released Detect, Report, Deter
Fire-Burglary Automatically, de-

Beribing the company's central
station alarm service which auto-

matically signals fire, burgiary or
other trouble points for client
companies. Devices for detection
outlined in the foldout include

manual fire alarm service, auto-
matic waterflow alarm service,
air temperature supervision, early
warning automatic alarm service
and others. For a copy write Ash-
ley W. Burner, Manager, Public
Relations, the William J. Burns

International Detective Agency,
Inc., 320 Old Braircliff Rd., Briar-
cliff Manor, N. Y. 10510.

• The Insurance Information In-

stitute has released the 1971 edi-

tion of Basic Insurance Books

containing a 20-page bibliography
of books and periodicals on all
phases of insurance except health
and life. Capsule descriptions of
the book as well as the name of

the publisher, price and number
of pages are included. Single cop-
ies are free upon request from the
Insurance Information Institute,
110 William St., New York, N. Y.
10038, or from the College of In-
surance, 150 William St., New
York, N. Y. 10038.

• American Home Assurance

Co.'s 12-page brochure on Build-
ers Risk Insurance takes into con-

sideration the fact that every

structure is unique and every
builder's approach is equally
unique. It outlines the basic
builders risk plans available, in-
cluding extras, and explains the
types of commercial structures
they are designed to cover. It is
available, free of charge, to
agents, brokers and buyers, by
writing American Home Assur-
ance Co., Dept. A 14, 102 Maiden
Lane, New York, N. Y. 10005.

. Rite Whitecap offered by Per-
sonal Environment Systems Inc.
is a booklet describing in illustra-
tions and text their air-supplied
helmet and hood systems to pro-
tect workers from dust, smoke,

toxic vapors, insects, chemicals,
dirt, cold, fumes, odors, noise, pol-
len, chapp, heat, sand, falling ob-
j ects and other problems caused
by some working environments.

For a copy of the booklet wrfte:

Manager, Personal Environment
Systems, 4429 San Fernando Rd.,
Glendale, Cal. 91204.

• Flammable Liquids-A Chal-

lenge For The 70's summarizes the
problems and suggested remedies
in the storage, use and disposal of
flammable liquids along with a
collection of case histories of care-

less storage use and disposal of
liquids that resulted in fires. An
index of common terms and a

safety check chart are included.
The Justrite Manufacturing Co.
offers this publication free to
Business Insurance readers. Di-

rect requests to J. N. Grimshaw,
Justrite Manufacturing Co., 2061
N. Southport Ave. Chicago, Ill.
60614.

e Testing The Defender is a
16mm and 8mm film from Kane

Manufacturing Corp. showing ac-
tual tests made on Kane screens

by a large midwest fire depart-
ment and the results of the tests.

The 1970 film is available for

showing, free of charge, from the
company. For more information
write Robert Snow, President,
Kane Manufacturing Corp., P. 0.
Box 641, Kane, Pa., 16735.

. Safety Above All is an illus-

trated booklet for use by roofing
and sheet metal contractors to in-

form their employes of the many
hazards existing in the sheet met-

al and roofing industry. This
booklet is published by the safety

engineering department of Hew-
itt, Coleman & Associates Inc. in
cooperation with the safety com-
mittee of the Carolinas Roofing
& Sheet Metal Contractors Self-

insurers Fund. For a copy write
R. P. Hewitt, President, Hewitt,
Coleman & Associates Inc., P. 0.
Box 3665, Greenville, S. Carolina,
29608.

How
Exceptio probat regulam

Consider the
Bermuda Captive

business insurance, July 19, 1971/13

Donnely Bros., Ltd. of Hamilton, Bermuda

offers

complete Management of
tax exempt Captive Insurance Companies for

Insuring the Foreign Risks of
American Corporations.

%} 36

1,064

I/,suwnce

For our booklet describing the lormation and
management of a Bermude Captive Company, olease write to:

FLIC)/'VUUY.71
(f-3 ki-*A ,)/A

BOX 409 / WILLBURN, N.J. 07041

Offering complete insurance facilities in 67 cities in the United States, Canada. and throughout the world. 73I
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Black brokerage runs benefits for poverty workers
NEW YORK-When a black in-

surance brokerage firm here won

the contract to come up with and
administer an employe benefits

package for almost 7,000 em-
ployes of agencies funded by the

New York City Council Against
Poverty there were those in
white-managed brokerage houses,
including some who lost poverty
plum business to the firm, who
looked down their noses and

murmured that eight-letter bro-
mide-tokenism.

To be sure, the murmurings
have not stopped, for the E. G.
Bowman Insurance Co. got more
than a token when it won the

contract a year ago. The account
generates about $3.5 million in
premiums annually. And that, not
at all incidentally, increased the
Bowman firm's premium volume
by 100%.

Mrs. Ernesta Bowman Procope

is president of the firm. ( See re-
lated story on page 15) Her first
husband, E. G. Bowman, founded
the company in 1947 and she has
carried on since his death. She is

now married to John L. Procope,
who is general manager of the
N.Y. Amsterdam News, the city's
black daily newspaper.

IN AN INTERVIEW at her of-

fice, which is smack in the middle
of Brooklyn's Bedford-Stuyvesant
ghetto, Mrs. Procope talked about

her business in general and, more
specifically, about the package
she put together for the employes
of more than 30 Community De-
velopment Agency arms. These
include 26 "community corpora-
tions" that are headed by locally
elected boards of directors who in

turn hire a staff to run, coordi-
nate and seek funds for local pro-
jects. It is these employes who
are now covered under a single

benefits package that replaces a
hodge-podge of fringes-formerly
worked up for the individual
agencies.

The 6,700 employes covered by
the package, which is adminis-
tered by a Bowman subsidiary,
Bowman-Procope Associates Inc.,
are a rather unique group of

workers and require benefits that
fit their needs.

In general, they are ghetto resi-
dents, almost entirely black or of
Spanish extraction, in many
cases, that have just made that
giant leap from the welfare roles
to gainful employment. The em-
ployment, of course, is with a

poverty agency where they are
taught a skill. They are then en-
couraged to seek private employ-
ment.

As such there is very little use
for such things as pension bene-
fits. "The idea," Mrs. Procope told
Business Insurance, "is to get you
in and get you out again as soon
as possible. Hopefully there are
few long-term employes in this
business."

THE BASIC BENEFITS pack-
age worked up by Mrs. Procope's
firm includes hospitalization,
medical and surgical coverage,
major medical, a dental plan, life
insurance and accidental death
and dismemberment coverage.

Workmen's compensation and

New York state disability benefits
are statutory coverages also in-
cluded. All benefits are paid for
in full by the Community De-
velopment Agency.

Hospital and surgical coverage,
as well as the dental plan, is
written by Blue Cross-Blue

Shield. The Blues were chosen,
Mrs. Procope said, because of
their contractual relationship
with hospitals. "It would be very
difficult for a poverty worker to
present an insurance card from,
say, Aetna or Connecticut Gener-

al," she explained. "Hospitals
(with this class of non-welfare
patient) ask for their money and
tell you to get reimbursed by the
private insurer. These people,"
she said of the poverty workers,
"don't have that kind of cash on

hand."

The Blue Cross-Blue Shield

plan provides full semi-private
hospital care for up to 120 days.
Employes are eligible on the first
of the month after 30 days of
employment. Typical waiting pe-
riods for sorne benefits (10
months for maternity, six months
for removal of tonsils and ade-

noids and 11 months for pre-ex-
isting conditions) have been

waived.

The supplemental major medi-
cal cover, written by Federal Life
& Casualty, Battle Creek, Mich.,

has a $50 deductible annually,
with the maximum deductible per
family set at $125. Federal pays
80% of the first $2,000, 90% of
the next $3,000 and 100 % of the
remainder up to a $20,0CO maxi-
mum per lifetime.

FEDERAL ALSO writes the

life insurance, which is set for
each employe at one times annual
salary rounded out to the nearest
$100.

The dental plan, which a year
ago was the first written by Blue
Cross-Blue Shield in New York,
covers diagnostic, restoration and
preventive procedures.

This plan, said Harry Ennevor,
chief of administration for Mrs.

Procope, was thought out and
conceived especially for the type
of employe covered. "Itt's preven-

Last year, MOAC wrote ocean cargo insurance on over
7billiondollars' worth ofgoodsand merchandise.

Obviously, that's a big part of marine insurance. But
it's not the only port. For marine risks are by no means
confined to the sea. Or even the areas surrounding it.
You'll often find them smack in the middle of dry land.
Risks like tank farms, TV towers, motor truck cargo, con-
tractor's equipment-even something as improbableas
the ground cover inside the Houston Astrodome.

At MOAC, this kind of inland marine insurance is an-
Astroturf is a registered trademark of The Monsonto Company.

tive, not curative, care. We just
want to get these people to the
dentist," he declared, admitting
that in the first year of the pro-
gram participating agencies have
not been altogether successful in
getting poverty workers and their
families to utilize their benefits.

To help solve this problem a
film has been made and will be

shown to all 6,700 covered work-
ers with in the next month or so.
Called "Your Health Benefits-

Utilize Them," it was done by a
professional film company and in
simple but dramatic terms tells
employes that when illness, acci-
dent or dental problems strike in-
surance coverage is there to pay
for it. It was filmed in the Bed-

ford-Stuyvesant area and allso
uses a hospital emergency scene
to convey the message.

THE FILM WAS paid for by
Bowman-Procope Associates and
Mrs. Procope said it was rather
expensive. "We paid the going
rate. I'll put it that way," she
said.

The Bowman firm has also ex-

tended itself in other ways. When
it won the contract and developed
the coverages a year ago, the
company began attacking the
problem of administration, which
can be a real can of worms when

dealing with agencies in which

there is a large turnover and lit-
tle central control.

Mr. Ennevor, who is in charge
of this particular slice of business
for the company, has since de-
veloped a data processing system
where names of em p loy e ,
amounts and costs of coverages

Continued on page 30

other of our specialties. We write a lot of it. And some-
thing like 85% of what we write is iudgement-rated.
Which means that when there's a risk as unusual as the

famous Astroturf, our experience and common sense
can make all the difference. To both you and yourclient.

It's taken a great deal of exposure togarnerourkindof
experience. And many years of experience to build the
facilities and comprehensive records that, together with
the good minds of MOAC underwriters, make the whole
thing work with smoothness and efficiency.



Ernesta Procope: No miracles,
but she's doing something right

NEW YORK-Ernesta Procope
is an attractive woman, vivacious
in personality, shrewd in business
-and black.

Mrs. Procope is president of
Bowman Insurance, which may
be the largest black-managed
brokerage firm in the country.

The company has grown rather
dramatically in the last few
years. Its only office, at 1424 Ful-
ton Street, Brooklyn, is all but
bulging at the seams. However,
Mrs. Proeope has not forgotten
where she came from and doesn't

intend to.

Fulton Street in the Bedford-

Stuyvesant district of Brooklyn is,
well, a national landmark. Film
clips reappear every so often on
the 6:30 news, and if you live in

L

Wichita or Iowa City or Tulsa

you've gotten the picture.

BUT TV CAMERAS can't re-

cord the smell of the heavy air of
a hot summer day in Brooklyn.
Nor do they enter the dilapidated

tenements, rovv upon row of

them, where families of eight, 10
or 12 live together in one, two or
three rooms. The area is a blight.
Its residents have rebelled against

their environment and in doing so
have almost destroyed themselves.

Mrs. Procope does not seem

dismayed by it at all. She sees
some hope in the various rehabil-
itation projects going on around
her tiny office building and wants
to stay and help with necessary
insurance requirements.

Next door, for example, the
Bedford-Stuyvesant Restoration

Corp., a privately-funded firm
conceived by the late Sen. Robert
F. Kennedy, is buying UP
depressed buildings and using the
skills of hard-core poor to restore
and resell marketable property. It
is converting the shell of an old

milk bottling plant into a com-
plex that will include a theater,
office space, a supermarket, drug
store, boutiques and a day-care
center. The project required a $3
million builders risk policy. Mrs.
Procope obtained such a policy
from Royal-Globe, along with
necessary workmen's compensa-
tion coverages.

The Bowman firm began work-
ing on various social projects in
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Ernesta G. Procope (third frorr left, front row) is surrcunded by ker
staff which condicts the business of one of the nation't larg=st black
insurance brokerage firn-s.

1966. Prior to that it bad been a

personal lines agency. It still is-
a sign in the window proclaims
that for $25 down you can ge:

auto liability coverage the same

day, and two girls do riothing bui
process personal auto business-

staff of marine engineers and surveyors in the industry,
we make every effort to see that you never make one.

At MOAC, we write all kinds of marine insurance. In
fact, we write more than anyone else in the world. Well
write it bythe manual when it's possible. And we'll vvrite
it on our own when it's not. For additional information,
write Walter T. Wells, MR, Marine Office • Appleton &

Cox Corporation, 123 William Street, New
York, N.Y. 10038. Aviation insurance through
Associated Aviation Underwriters.

eton & Cox Corp.

You may never have a football field of artificial grass
to insure. Butyou'll probably haveanother risk for which
there's no real precedent. In which case you'll also be in-
terested to know that we can serve you from more than
30 departmental and branch offices in North America.
Not only do we have more marine insurance men in the
field, but they're empowered to bind larger risks-and
bind them faster-than other marine under-

writers. What's more, we'll settle your claims
with speed and fairness. But with the largest

Niox
Marine Office · Appl

but the real action these days is

in commercial lines.

WHILE ROUGHLY 605 of the

commercial businees is, for laDk
of a better term, in "blak in-
volvement" such as ghesto busi-

nesses and social programs, Bow-
man Insurance does have some

blue chip accounts. For example.
the company places slices 01 busi-
ness for ITT Continental Baking
Co., Kraftco Corp., Mays Eepar:-
ment Stores, Pepsic© Inc, Wilson
Spcrting Goods and General

Foods. Other names on the clien:

list range from the Con-zord and
Bethany Baptist 3hurdhes, tne
two largest in Bed-Stuy, to Spar-
tacus Securities Ine and the Ni-

agara Falls Housing Au=hority

Mrs. Proccpe was deszribed to
Business Insurance by one indus-

' try source as "a sirewc woman
who has good com.ections in the
insurance business. But stle

doeen't abuse them.' '

For example, the spokesman
pointed out, most trokers with :
client that has a ghetto area loca-
tion automatically thriw tta,

business intc property pools *1-
stead of evaluating the risk and
attempting to get the bmsiness
into the conventional markets.

"Not Ernesta," this source said-
"She'll take a look at the risk and

if she thinks it can be underwr.t-

ten in the normal mailets she'll

get some underwriters out there
to take a look at it. But-and this

is why she is so well rezpecteci-
if she takes a look at the risk and
thinks it can't be zinderwristen in

the normal markets she won'.

waste anyone?s time."

THE CONCORD Baptist Church.
Bedford-Stuyvesant% larges=, is a
red brick building in ex::ellent
condition. The church's last oroker

was able to obtain only $E00,000
of insurance on the property, and
that in a pool, dessrte the fact the
building is valued at mon t-lan $6
million. Mrs. Procope waz recently
named broker of Iecord br tie

church and she's ncw wcrk_ng up
proposals for full toverage. She
is confident she can ge. several
carriers to take a perce ntage 02
the business.

A second Baptist churih in the
area, Bethany, faeed the same
problem some time ago. Mrs. Pro-
cope came along, howaie-, and
the church is now out of the pc•01

with a $1.2 million policy sucked
safely away in its belfry.

"Ernesta Procope is no miracle
worker, but she must oe doing
something right," the industry
man told this magazine.

Mrs. Proccpe was als) instril-
mental in laying some of tne
groundwork that led to the lorina-
tion of the N.Y. Property Under-
writers Insurance Assn., the poo.
that has filled an insuranc2 ve.d
in this state for substandard risks

"IN JULY of 1966 I had BC

cancellations in one day from tne
same company. Eighth," Mrs
Procope said, noting tha. s-le did
later manage to place tihe busi-
ness with Royal-Globe. ¢AE a re-

Continued on pige 30
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Career apparel looked at by some as benefit
By ANNETTE DUFFY

NEW YORK-In a series of re-

lated phenomena, hot pants are

being worn at a Pennsylvania
bank as an accepted part of em-
ploye work clothes, a group of
undertakers in New York has

buried their black suits to liven

up their image with crested navy
blazers and grey trousers, and
office employes at a chicken
plucking farm in Delaware have
started to reign over their birds
in well-matched sartorial splen-
dour.

You who suffered through paro-
chial school uniforms, Boy Scout
gear or Brownie beanies may not
believe it-but the uniform has

made it into the grown-up world
of business, providing a raft of
benefits to employer and employe
in the process. The word "uni-

form," however, is a no-no, espe-
cially when talking to young em-
ployes, and is replaced by the
more acceptable term "career ap-
parel."

"We don't call them uniforms,"
explained Howard Wolfe, execu-
tive director of the Career Appar-
el Institute (CAI) in New York,
in an interview with Business In-

surance. "A policeman's clothing,
for example, is a uniform. You
look at it and know right away
what its wearer does. But career

apparel doesn't tell you what it is,
its wearer is not defined by the
garment itself; it becomes some-
thing in the group wearing it, and
outside the group it's just normal
street clothing with no meaning."

ACCORDING TO all reports,
the career apparel market is

booming. Banks are especially in-
terested in the concept, and even
corporate giants like American
Telephone & Telegraph Co. are
getting into the act. The appro-
priately named Richard Draper,
who has been in charge of career
apparel research and testing at
AT&T, told Business Insurance

that employe reaction at his com-
pany has generally been favora-
ble, particularly among women,
and that by the fall employes will
be wearing career apparel.

"Our employes don't feel regi-
mented by the clothing," he said.
"They don't seem to feel a degree
of conformity they can't live with.

And from our point of view the
clothing is good because it will
give us a public identification -it
is meant for employes who have
contact wth the public. A house-

The drug abusers
inyourcompany
are young, long-haired,
blue collar workers.

lili .41 .

'Itue
or false?

False.

One of the top executives of your company may be abusing drugs
of some kind. The guy in the office next to yours may have alcoholism.
And your secretary may have a serious drug habit.

Surprised?

Don't be. The abuse of drugs (including alcohol) has become a major
corporate problem. Its seriousness was recently underscored in a report of The
Conference Board which said the problem will get worse before it gets better.

At Kemper we recognize the extent of this problem and we're trying
to do something about it through our employee program. Because we believe
providing employment to the rehabilitated drug abuser is one area in which
industry can be of service to the community.

You see, drug dependency and alcoholism are illnesses. They can
be treated. And the rehabilitated drug abuser is often a better worker and
a better citizen than he was before his illness. It's also usually less
expensive to help these people than to train replacements.

We have published tWO booklets we think you ought to read. They tell
about the control measures we use to correct the problems in our company.

Send for them or our free film. If you want further assistance, Kemper
Insurance has National Loss Control Service Corporation (NATLSCO)
rehabilitation experts who specialize
in this area.

You're under no obligation except
to your company, your employees
and your community.

tt£.158.

I Compare Kemper
 Lumbermens Mutual Casualty Company.
I Kemperco, Inc., and subsidiaries.
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Career suits can be attractive and functional-and tiey provide a
money-saving benefit for some employes.

wife, for example, will feel hap-
pier about letting a repairman

--------------------------

Lewis Presnall I
Director of Rehabilitation Services Kemper Insurance, Dept. 1338
4750 Sheridan Road, Chicago, Ill. 60640 1

0 Please send me your booklets, "What About Drugs and Employees?" and 1
"Management Guide on Alcoholism and Other Behavioral Ptoblems."j Please send a loan print of your film, "It Takes a Lot of Help," 76 mm color, 
27 min.) 1

DATE ALTERNATE DATF

El Please send me information on NATLSCO'S loss control services. 1

NAMF

ORGANIZATION

AnnRFSS

CITY STA TF 71-3

into the house if Elle can recog-
nize his uniform."

Mr. Draper said that only about
half of AT&T's woMen are union-

ized while almost all the men are,
so the company mus: :reat the
programs separately. "We will
hare to negotiate with the unions
on who pays," he said. "The corn-
pary has to pay a: least part of
the cost, but employes will pay no
less than 50%. The cost is tax

deductible for both company and
employe in mos. states."

Actually, exI:erts in the career
apgarel market make some dis-
tinctions that exclude heavy-duty
work clothes like the uniforms to

be worn by AT&T repairmen.
Career apparel is different they
say. from both industrial uni-
forms and insti:Ltional cloth-

ing. The industrial uniform is
work clothing often of the
jumpsuit or overa-1 variety--for
botlers, bakery employes, service
repairmen and others. Institution-
al clothing, on the other hand, is
standardized and non-personal,
usually laundered and cared for
by the institution, and includes
such articles as the busboy's
starched cotton jacket or the hos-
pital worker's white smock. In
contrast to these two categories,
career apparel looks like normal
street clothing and is usually
owned and cared for by the em-

ploye like any other element of
his wardrobe, regardless of wheth-
er he pays for it or his company
does.

WHO DOES PAY depends on
whom you talk to. Howard Wolfe
of CAI said, '·Most rompanies pay
at least a portion d the cost, but
extras like shoes, dry cleaning
and replacement Ersicles are often
picked up by the employes. It all
depends on the industry:

Joseph Bendinger of Bendinger
BroG. Co. Inc., Philadelphia, said
thas "in most cases the company

pays for garments End gives them
to employes as a benefit." Her-

bert Weinberger, president of An-
geliza Career Fast.iord in New
York, said it all depends on geog-
raphy. "Where labor is hard to
get the employer picks up the
tab," he said, "but out West, for
example, w'here personnel are
readily available. the emgloyes
pay." In any case, career apparel
is : tax deductible expense. and
if employes must pay they usu-
ally do so on an installment basis
with small amounts being taken

out of their pay checks.
The First Pennsylvania Bank in

Philadelphia, which has com-
plebed four years in a career ap-
parel program with Profiles Inc.,

the C/A arm of Bendinger Bros.,
pays for the clothes while em-
plores pay for cleaning and re-

pairing. "We're now g(ling into
our third issue of career apparel,"
said George Butler, executive vp
of tie branch s>-stem, in an inter-
view. "Every two years we go
'inta a new set 02 clo.hing. This

Continuid on page 40



But who's paying the bi//s?

Group is campaigning to kill all
no-faultauto insurance measures

NEW YORK-A group calling
itself "Citizens Against No-Fault"
and operating out of the Hotel
Commodore has been running an
ad campaign here for the last
month or so against the proposed
New York State no-fault auto in-

surance laws presently being con-
sidered by the state legislature.

Interestingly, however, it is
somewhat difficult to get details
of the group's backing from Irv
Spivack, its executive director,
who also has his own public rela-
tions firm in Brooklyn.

In an interview with Business

Insurance, Mr. Spivack said he
had been commissioned to run the

anti-no-fault ad campaign by "a
number of people who happen to
think there are tremendous flaws

in the proposed legislation now
being considered by the state sen-
ate."

Mr. Spivack's group is running
ads on television and full-page
ads in every major newspaper in
New York City and in some Long
Island and upstate New York pa-

pers as well. He said this appar-
ently costly operation was being
supported by contributions from
"housewives, union men, insur-
ance men-you know, private peo-
ple." The executive director said
he had "no idea what the break-

down is on our costs. All I know

is a lot of people in the state are
concerned about no-fault, and any-

thing being put across as a great
consumer idea has to be exam-

ined."

ASKED ABOUT any possible
connection between "Citizens

Against No-Fault" and the New

York State Trial Lawyers Assn.,
(NYSTLA) Mr. Spivack said, "I'm
not denying there are lawyers

who support us-there are all
kinds of private individuals who
make contributions." He said he
had received a phone call several
weeks ago asking if he would run
the campaign, but could not recall
who it was who contacted him.

An inquiry by Business Insur-
ance at the Manhattan office of

the New York State Trial Law-

yers Assn. about that group's view
of or possible relation to "Cit-
izens Against No-Fault" brought

the response, "let me give you
the name of a man who can

explain it aLl to you-Irving
Spivack." All other attempts to
have the trial lawyers' spokesman
clarify the relationship were met
by lengthy explanations of why
no-fault is no good, and inter-
spersed with advice to contact
Mr. Spivack.

Two co-chairmen of "Citizens

Against No-Fault" proved no
more cooperative. One, a CPA,

was friendly until asked about his
connection with the group. "I
can't talk now," he said "I'm in a

meeting. In fact I can't talk at all
today-it's a busy day. You're
going to find it hard to tie me

down during business hours."
The second co-chairman, who

has his own insurance brokerage
firm, would not comment on who
backs "Citizens Against No-

Fault," but did discuss his atti-
tude toward no-fault auto insur-

ance. 'TIn in favor of a modified

no-fault law," he said. "Admit-
tedly the system we've been op-
erating under has many faults
and needs change, but you don't
throw out the present system and
take on something totally untried.
We should watch what happens
in Massachusetts with the modi-

fied no-fault plan before doing

anything."

THE INSURANCE agent's com-

ments follow the arguments being
put forth both by "Citizens

Against No-Fault" and by the

NYSTLA. They generally admit
that the present auto insurance

system is failing and must some-
how be changed, but proceed to
caution against hasty action.

The recommendation that New

York and other states should

watch Massachusetts for a while

is also a universal theme with the

anti-no-fault forces. At the state

legislature's hearings in March
the president of the NYSTLA,

Stanley P. Danzig, said, "immedi-
ate and precipitous action is not a
cure-all, even in an emergency.
. . . The Massachusetts experi-
ence with 'no-fault' can be our

experience here in the State of
New York without our suffering

the pain which may arise from
difficulties and experimentation
with some scheme of 'no-fault.'

We should profit by their experi-
ences ..." The advice comes

from the same group which is
trying with every means in its
power to have the Massachusetts

no-fault law repealed, making
observation rather difficult.

The apparently thoughtful

stance implied by the backing of
a "modified no-fault law" also

bears further investigation. So-
called no-fault laws can be

worked out which mix in enough
deductibles and torts to keep law-
yers very much in the profitable

auto-accident picture. The intro-
duction of such laws into state

legislatures confuses the no-fault
issue and makes it more likely

that any change in auto insurance
systems will be partial. According
to an article that appeared in the

New York Times, "no-fault advo-
cates accused sponsors of such
bills of deliberately planting the
confusion as a major tactic to
defeat reform legislation. Oppo-
nents of the no-fault concept,
notably organized trial lawyers
and elements of the insurance in-

dustry, had a hand in drafting the
bills."

The ads being run by Irv Spi-
vack's group seem to be aimed at

the Stewart Plan, although there
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If James answers,
you've got the right number.

0

V

i

There are a number of very fine insurance brokerage firms
in the United States. The same is true for the rest of the

world. There are quite a few old ones, too.
Our history dates back 113 years. But when it comes to dedicated

specialists, we're probably out in front. We think our strong
points rest upon ideas, good judgment, market development and

customer service. So, if you call for help in
managing your risk and James answers, you've got the right number.

Insurance Brokers and Consultants Since 1858

James
Fred. S. James & Co., Inc.

Boston • New York • Philadelphia • Harrisbutg • Pittsburgh • Chicago •

Oklahoma City • Tucson • Los Angeles • Fresno • San Francisco • Portland •

Spokane • Seattle • London • International Servi=e through Associates in Major
Cities throughout the World

are at least two other auto insur-

ance bills before the New York

state legislature. The Stewart

Plan is the original proposal pre-
sented to Governor Rockefeller in

February, 1970, by the New York
insurance department, and head-
ed by former Insurance Director
Richard Stewart. It was backed

by the governor before the state
legislature in 1970 and again this
year. It is a pure no-fault bill,
with no torts or deductibles.

"CITIZENS AGAINST No-

Fault" does not name its target,
but makes the general announce-

ment that, "You're right, New

York! You're beginning to get the
idea. 'No-fault' auto insurance is

a hoax!" The ads go on to point

out several potential injustices the
organization sees in current legis-
lation and warn that insurance

costs may rise if no-fault is
passed.

Continued on page 28
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for the record

Work comp carrier must
cover chiropractic care

SAN FRANCISCO-Failure of

a workmen's compensation insur-
ance carrier to provide chiroprac-
tic treatment is, in effect, denial
of medical treatment, according
to a ruling by the third district
court of appeals. The decision re-

versed a ruling by the California
workmen's compensation appeals
board.

In the original hearing before
the board a neurosurgeon and or-
thopedist filed reports asserting
the injured workman required no
further treatment. A chiropractic

practitioner, however, testified he
believed the worker would bene-
fit from additional care. The car-

rier, however, refused to provide
chiropractic treatment.

In its ruling the appeals court
declared "the California constitu-

tion vests the legislature with
plenary power to create and en-
force a complete system of work-
men's compensation.

"This court is not interested in

quarrels between practitioners of

the healing arts as to which pos-
sesses a higher or exclusive profi-

ciency.

"There is no questicn that

treatment by a chiropractic prac-
tioner was within the ambit, as
applied to the facts of this case.
There is no question either that
effectually the carrier here was
trying to repeal this legislation in
a circuitous way."

Circus wagon covered
for $1.5 million on trip

MILWAUKEE, WIS.-The his-
torie circus wagon train that
pulled out of Baraboo, Wis., June
30 for its armual trip to the
Fourth of July parade in Milwau-
kee was insured for $1.5 million.

"I don't know what the Pawnee

Bill bandwagon was worth when
it rolled through towns of the
Wild West but it doesn't move out

of Baraboo without $25,000 insur-
ance coverage," said Tom Walker,
a commercial lines manager for
Fireman's Fund American Insur-

After 11 years of space alarm development,
our engineers still insist that 1+1=4.
Our new space alarm is called
1 + 1. There are 4 reasons why
it provides the most reliable
security of any space alarm
known today (false alarms are
virtually eliminated). And
that's why our engineers insist
that 1+1 4

1. More than components, 1+1
is a totally correlated system of
Radar and Ultrasonic sensors.
2. Both the Radar and Ultra-

4

f

Mosler

sonic sensors are individually
superior in design and per-
formance.

3. Decision-making logic elimi-
nates extraneous-false-alarm
signals, and only announces
true alarms.

4. In over 20,000 hours of field
testing, only 2 false signals
were indicated. And every in-
trusion was detected.

Made by the same people

0

l

Mosler, Dept. BI-719, Hamilton, Ohio 45012

f

who invented HI-LINE Secu-

rity (the best kiiown protectioii
for alarm phone lines), 1+lis
made, sold, installed and serv-
iced by Mosler. And it's adapt-
able to existing as well as new
alarm installations. And even if

you don't believe it adds up to
4, you'll have to believe there's
none better. Our name testifies

to that. Write Mosler today for
complete information.

, a

ance Co., Chicago.
Mr. Walker said Fireman's

Fund had the $1.5 million riding

on the following property of the
Circus World Museum at Bara-

boo: 82 wagons, carts and car-

riages, 27 railroad cars and sever-
al hundred pieces of miscella-

neous gear including uniforms,
flags, a bullhorn, clecorative gar-

bage can lids, a sewing machine,
welding equipment and a 11ama.

The job of moving the ornately

carved bandwagons and wheeled
animal cages more than 200 miles

round trip, through two loadings
and two unloadings, exposes the

expensive relies to numerous
dangers. But no damage claims
have been filed in the four pre-

vious trips that have been insured
by Fireman's Fund.

Mr. Walker credited the pa-
rade's sponsors, the State Histori-
al Society and Jos. Schlitz Brew-
ing Co., with exercising extreme
care in the unusual operation.

t

i }
7,

1 An American-Standard Company
When you think of Mosier today, think of today's Mosler.

Oregon farm labor is
under work comp now

SALEM, Ore.-The Oregon leg-
islature approved and Gov. Tom
McCall has signed into law senate
bill 186 bringing under the defi-
nition of "subject workmen" those
employed by a farmer whose pay-
roll for previous years did not ex-
ceed $1,500.

Under SB 186 all Oregon farm
workers will have to be covered

by workmen's compensation i-n-
surance by July 1.

"Under the 1971 statute," said
M. Keith Wilson, chairman of the
Oregon workmen's compensation
board, "agricultural employes must
meet the same workmen's com-

pensation requirements as any
other trade, business or profession.
Those who will be obtaining this
coverage for the first time should
understand that they have a choice

of insuring with private compa-
nies or with the state accident in-

surance fund."

Also to become law is house

bill 1279, which increases work-
men's compensation benefits for
children of deceased workmen.

Miami loses wrongful
death action

MIAMI-A circuit court jury

here has awarded a taxi driver's

widow the largest verdict ever
made against the city.

Alan Rothstein, city attorney,
said he will appeal the $300,000
award, granted to the widow of a
man shot to death by Miami po-
licemen in a case ruled as "justi-

fiable homicide" by a peace jus-
tice. The award went to Mrs.

Noemi Jiminez.

Miami's police department is
self-insured. It defends its own

claims through the city attorney's

office and pays successful claims
out of the city's general fund.

Mrs. Jiminez' husband, Rolan-
do, was shot twice by officer

Ronald A. Clayton in the Yellow
Cab dispatch lot on Feb. 17, 1970.
Officer Clayton fired during a
gun battle with several cab driv-

ers during an explosive and pro-
longed labor dispute. In the suit,
a "wrongful death" action, the
city was held responsible for the
officer's "willful and deliberate

discharge of a firearm without
justification." The officer was not
named as a defendant.

Mrs. Jiminez, mother of three
teenaged children, had brought
suit for $324,000 to $224,000 in
income her husband would have

provided during his expected life
and $100,000 for the loss of com-
panionship for her and a father
for the children.

Victims' relatives

indemnified by state
SACRAMENTO, Cal.-Rela-

tives of the Yuba City mass mur-

der victims are expected by Eu-
gene Veglia to file claims against
the state of up to $5,000 each for
"indernnities."

California has the first program
in the U.S. to indemnify "the in-
nocent victims" of criminal attack

or their survivors. Mr. Veglia has
charge of administering the in-
demnification program. He point-
ed out that "because the Yuba

City murder victims were largely
loners, the program probably will
not provide financial aid to their
families."

He added that the program has
paid out more than $630,000 since
1967.

In the Yuba City incident the
bodies of at least 25 slain tran-

sient agricultural workers were

unearthed. Many remain uniden-
tified.

Continued on page 29



This inspector
checks for flaws
in boilers and

machinery to help
you save money.

• And if you just said, "Let's run that

by again," you got the picture. Odd as

it looks, that statement is right.

Because we sell boiler and machin-

ery insurance by saving our clients

money. A detected flaw can save per-

sonal injuries, expensive repairs and

money-losing down time.
With the technical information

our testing can provide, you can
determine how much life is left in

a boiler or machine and establish 1

proper depreciation reserves

permitting tax benefits. That s
what Z-A's non-destructive

testers can do for you.

Further, you can have

Z-A boiler and machinery

. I

in a package or separately. Either way,
it's all under the Z-A roof. Plus

Around-the-World Around-the-Clock

Claim Service.

Now that we've run it by again, can

you use it? Call your Broker or Inde-

pendent Agent... and have him call us.

le]=
ZURICH INSURANCE COMPANY
AMERICAN GUARANTEE & LIABILITY INSURANCE COMPANY

ZURICH LIFE INSURANCE COMPANY

ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd.. Chicago. Illinois 60604, Phone: 922-3124

OFFICES IN: New York. Boston. New Haven, Buffalo, Latham, N.Y.

Minneapolis. Milwaukee. Chicago. Jackson, New Orleans, Dallas. Houston.

/£. Francisco, los Angeles, Phoenix.- 01971
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letters
Group

Readers' mandate certificates 'Effective reporting'
To the Editor Susan Trausch's

Total article about Boston's MethodistM
ORE THAN 300 corpolate 1nsltrance buyers spoke out on

Old West Church cancellationreform of the auto victim i eparations system m the poll policies
woes Business Insurance, June 21,conducted in Blismess Insurance and repoi ted in our Julv 5 issile

Fedei al and state legislators as well as state insurance commIssioneis 1 1 1 1 was a very effective teporting Job
P

ought to pay close attention to the results of the poll, the most .,1'MILLIONS 0 1 2 3 4 because it faiily presented both
sides and gave an ln-depth re-

significant consumer statement yet made on what changes should be ly· 4•,IM
r,C view of a difficult problem

made in the way we compensate auto accident victims , Group Since the public rarely under-
Coi porate insui ance buyers, who spend moi e than $2 billion annu- stands insurance company think-; in force

ally on motor fleet insurance, made clear through the survey that they ing, and since we are a conven-
want federal standaids foi auto insurance reiolm Fully 67 % of . 4, lent scapegoat, it 15 not surprisingA Total that we are again cast in the rolerespondents to the survey opted for national standai ds set by Con-

of the bad guy After all, refusinggiess mstead of a hodgepodge of state laws with vaiying provisions in force
to insure a church is almost beingthat could cause costly confusion foi commeIcial vehicle opetators as

.r 1 1 1 1 for sin and against apple pie r

well as for private passenger car drivers who cross state lines BIUIONS
0 500 1,000 1,500 I beheve Dr Alberts under-

This cleaI call for federal standards for the auto reparations system OF DOLLARS stands the reason for INA's can-
is at odds with recent pronouncements by Transpoi tation Sec John cellation, even though he does not
Volpe and Mis Virginia Knauer, President Nixon's consumer affairs agree with their thmking How-
advisel Mr Volpe, in announcing the results of a $2 million study of In 1970 group life Insuiance In force accounted for 389% of the evei, his quoted remarks to the
auto insurance by the DOT, called upon the states to "expetiment" total amount of life coercge in force in the U S The $545 billion effect that insurance companies

are partly responsible for not re-with various auto reparations systems Mis Knauer echoed this call of group coverage wes v,-Itten under 79,145,000 certificates and
ducing the tensions that lead tobut she, like Mr Volpe, later acknowledged that federal standards was up approximately 56 3 billion from 1969 The total amount
arson and vandalism are ratherof life insurance in fosc. in :he U S increased from $13 trillion inmight eventually become necessai y

1969 to $1 4 trillion m 1970 far-fetched ( he said they couldWe think that the 67% of buyers who opted for immediate enact-
So»Irce Institute of Life Insurance help "ease tensions" by being lessment of federal standards are a lot wiser than the Admin.stratton

rigid)
officials If the states continue to "experiment," as Mr Volpe puts it, The church accepts certain ad-
we can get into a gummy situation in which there are 51 sets of laws injuied parties up to a .crtain amount, but victims would retain the ditional risks as they involve
incompatible with each other and impossible to cope with for those right to sue " We cannot know Just how far these readers would themselves in various civil-social
companies and individuals who use interstate highwavs Why let the modify the no-fault concept, but we presime that they want a system activities in the community they
states go off in all directions when federal standards will be needed quite advanced from the present tort system which was favored by serve Why should the church as-

sume that lt lS Incumbent uponeventuallyo Neither Mr Volpe nor Mrs Knauer has an adequate only 5 % of our readers Ihirty-eight percent favored adoption of a
answer for that question broad no-fault system similar to the Magnuson-Hart plan now pend- any insurance company to go

with them, step by step, as theyMeanwhile, state legislators are going ahead with consideration and ing before Congress
choose to meet greater and great-adoption of at least 28 separate pioposals, most of them loosely We were especially ereouraged that 33 % of respondents to the er risks by becoming more and

described as "modified no-fault plans " One drawback to having state survey favored a concers acvanced by this magazine, That auto more deeply involved in burning
legislators decide upon plans lS that most of them do not undei stand insurance reform measures errbody an equalizing liability factor that social issues At some point down
the complexities of auto insurance reform proposals and those who do would take into consideratior_ The greater potential for darnage of large the road, the insurance company
understand are frequently plaintiffs' lawyers whose vested interest is commercial vehicles No sua-e reform law yet offered has included the is going to have to leave the

church, or any other operation itto retain the aspects of the system that plovide them with lucrative concept Rather, the laws proposed call ei=her for absolute liability for
legal woik commercial vehicles (as 11 New York) or make no distinction (as in insures for that matter, if they

Ignorance and special interest weie at work in Illinois where the Massachusetts) A majorny if our readers (63% : favors making no insist on creating risks not con-
templated in their rate makeuplegislature adopted a "modified no-fault" plan that is nothing mole distinction between private and commercial vehicles But this system,

What is really needed today tothan a system of advance payments for injured victims with the old as proved in Massachus.tts, is inherently unfair to operatols of ease tensions and help solve our
tort system piled on top of it The Illinois program, adopted in Private passenger cars Wa believe that an equalizing liability factor complicated social issues is a
response to Mr Volpe's call for expei imentation, Will lesult m higher based on actual'ial analyses is :he only fair way to distribute the costs more understanding attitude on
costs for consumers because it keeps the plaintiffs' lawyers in business of auto accidents the part of all parties concerned,
while providing a weak undergirding of first-party payments Everybody who bears a share of the horrendous cost of our highway rather than a desire to cast stones

Fifty-seven percent of Business Insurance survey respondents fa- carnage should get intelligently involved in the effort to reforrn the at insurance companies or other
vored "a modified no-fault system with direct first-party payments to reparations system Our readers have taken a strong first step by convenient bystanders

calling for national standards. Insurance companies, for the
most part, recognize their social
responsibilities in our society and
try to meet these responsibilitiesbusiness insurance Another sad episode whenever possible But, they
should not be deprived of an op-

for buyers of emplove, property and hability protect:on
Denston investments, fnanctal services R ZftrZZdt=et132%t1gsnforatonnity 212 ==YJ U=1:dr:Mitlt

G D CRAIN, JR , Chairman S R BERNSTEIN, Premdent ware Dealers Mutual Fire Insirance Co a "sad episode in Wisconsin ' effect what Dr Alberts is cnticiz-
ALFRED MAI*ECKI, Publishei RANCE CRAIN, Editortal Director He wrote that when 33 management inslcers unsuccessfully attempted ing INA about
RICHARD C BJORKLUND, Editor STEPHEN D GILKENSON, Eastern Editor to convert the mutual cimpany into a stock company in which they As the dispute is reported in
Associates Chicago-TERESA NORTON New York-PATRICK A THOMAS, your magazine, each side blameswould enjoy 90% of the :oting controlANNETTE DUFFY Washington-JOHN REVETT San Francisco--KENNETH

the other with the minister beingFL MACDONALD HartfoTd-ALLEN M WIDEM Minneapolts-ROBIN MENZ Now one of those .nslzlers Robert F Froehlke, has been confirmedSUHRBIER Editonal Assistant Chicago-LESLIE MURRAY Correspondents in ali
by the U S Senate to be secretary of the army, a post equivalent to a little stronger in his Criticismpnnapat cities JOE FARACI, Art Director

than lS INA It's almost a case ofContnbuting Editors ROBERT ABRAHAMSON, insurance manager. Control Data the old office of secretars of war Mr Froehlke has ascended to a the good Dr Alberts saying toCorp, Minneapolis J E BENOIT, J E Benoit & Assoc. St Leonard, Quebec

DONALD BERRY vice president. C B Lilly Inc, East Orange, N J WARREN G position in government formerly occupied by such distinguished INA "Let me tell you how to runBROCKMEIER, director-western region, risk management dept . Ebasco Services
Inc, Chicago HAROLD A CLARK, manager-planning, employe benefits, Sperry Americans as James Monne, John C Calnoun, Jefferson Davis, U S your insurance company, but
Rand Corp , New York BION H FRANCIS, manager .of benefits planrung. Colt Grant, Elihu Root, Wi_ham Howard Taft and Henry L Stimson don't tell me how to run myIndustries New York JOHN W GILES, attorney-at-law, Washington. b C JOSEPH
GULLO vice president of Insurance, D H Overmyer Co, New York NORMAN Bustness Inswance, c r tie eve of Mr Froehlke's confirmation church "
HOFFMAN. corporate insurance director, National Industries Inc, Louisv1112, Ky
PAUL C JOHNSON insurance division, U S Maritime Administration Washington, hearing, brought to the atentzon of millions of Americans and many

James S. BurkartD C WILLIAM J JONES III, vice president, Risk Planning Group Darien. Conn members of the Senate the fant that the new army secretary continued
ROBERT J KAMIN,, partner, Gofen & Glossberg Investment Counselors, Chicago Secretary, Gulf American FireCHARLES LEVINSON- director of insurance United Brands Co New York to dabble in the reorgammuon plan long after he Joined the Nixon

and Casualty Co, Montgomery,NED MILLER, vice president, Compensation Planning Corp, New York J P
OLSEN. assistant counsel, Ingersoll-Rand Co . New York M REX PEARSON, m- Administration as assistant secretary of defense Members of the Ala
surance manager, Signal Cos. Los Angeles HOWARD L PECK, partner, Hewitt Senate were satisfied with Mr Froehlke's answers to our charges and
Assoc. Libertyville. Ill JOSEPH S ROBINSON, attorney and director, Research
Clearing Center. White Plains, N Y WILLIAM H RODDA, president, Marine In- some pointed out that then was no "conf_ict of interest " We are not No challenges
surance Handbook Inc. Chicago

satisfied with Mr Froehlke nor with his answers nor with the idea
Advertising that the Senate should examine nominees for high posts merely on To the Ed itor Thank you for

District managers New York-CHARLES A HORVATH, THOMAS J O'MARA Patrick Thomas' generous reviewChicago-ROBERT L NIESSE the basis of whether they are guilty of conflict of interest
IAs Angeles-DENNIS KOCH of my book, "Peril on the Job"

Southern representative-WILLIAM B CARR, Business Insurance, June 72500 N E 48 Lane. Fort Lauderdale. Fla 33308
Assistants GIGI SIEGEL RONNIE DRACHMAN No risk manger You are most complimentary

Interestingly enough, nearly allPublished by Craln Communications Inc , Chicago. publisher of Advertising Age
the reviews have been compli-Industrial Marketing. Advertising & Sales Promotion,

M A HARTENFELD, executive vice-pres:dent RANCE CRAIN. KEITH CRAIN.
J J GRAHAM. J V O'GARA, S E COHEN, D J CLEARY, JR, LOUIS F S PEAKING of President Nixon's appointments, it was keenly mentary, I don't recall reading a

disappointing to us that Mr Nixon did not follow our editorial single one that more than mildlyDEMARCO. ALFRED MALECKI, WILLIAM STRONG vice-presidents- G, R
CRAIN, secretary and treasurer RICHARD M DAUGHERTY, controUer. suggestion of January 4 that he name a corporate risk manager to the criticizes

Cable address CRAINCOM
National Commission on State Workmer_'s Compensation Laws He And, intel estingly enough, not

Published at 740 Rush St, Chicago 60611 (337-5200) Offices at 630 Third Ave, New named a highly competent workmen's eompensation administrator a single one of the companies
York 10017 ( YU 6-5050), National Press Bldg, Washington, D C 20004 ( RE 7-7659),
1018 Fisher Bldg . Detroit 48202 (TR 2-7211) , 6404 Wilshire Blvd, Las Angeles and a company pres.dents assistant to represent business manage- named in the book has challenged
90048 (OLive 1-3710) . San Francisco (GR 4-8532). Fort Lauderdale (771-8242) ment A risk manager should have been included We also feel it is a jthe accuracy of the book in any
45 cents a copy, $10 a year in US, Canada and Pan America Elsewhere $4 a year respect At least none has done soextra. WILLIAM STRONG, circulation director ROGER DIGREGORIO, subscnp- slap at the American pubte that the President chose to name a state

un any open forum ft om whichtion manager Four weeks' notice required for change of address Address all sub-
scription correspondence to subscription manager. Business Insurance. 740 Rush official-Marion E Martr of Maine-to represent "the General Pub-

such challenge has been reportedStreet. Chicago. Illinois 60611 hc" on the commission rhat's remmisc. nt of President Johnson s
to us, and none has complained to

/ public-be-damned appointment of an insurance agent to represent the us Of course I'm a little disap-iS! Member of Business Publications Audit of Circulation £- public on the auto insurarice study commission Conhnued on page 32



Next to the problem of building a hotel in a foreign
country is the problem of insuring it.

Up until now to get new insurance coverage, or
to simply expand existing coverage, the management k
of an international hotel or motel had to contact

many insurance companies.
Simply because most insurance companies

didn't offer a wide range of coverages. Nor did they have the
capacity and experience to handle all of the insurance needs of an
international operation

At AIU, you'll be happy to learn, this is not the case.
With 6ur new policy we can provide you with a wide range

of insurance products in one new exclusivepackageprogram.
One plan. One premium. And one place for claims.
Our new package program can be tailored to fit each hotel

or motel, even a condon--inium, regardless of whether the operation
is owned independently orpart of a huge international chain.

The plan is separated into two sections. The Basic Plan
and Optional Coverages. The Basic Plan provides for protection
against bodily injury or property damage. The Optional Coverages
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1
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1

protect against more specialized
exposures. Like employee dishonesty.

Or group life. Or sprinkler leakage.
If you'd like a copy of a brochure we

prepared on our new plan, drop us a line and then talk it over
with your agent or broker.

American International Underwriters
A member company of American International Group.

Dept. A-14,1 02 Maiden Lane, New York, N.Y. 10005

Gentlemen:

Please send me brochures on your new
international hotel/motel insurance plan.

Name

Company

Addres

Cit> State Zip
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WHAT TO DO

UNTIL YOU GET

SUPERCOVER.

Supercover is Fireman's Fund's blanket excess
liability policy.

And except possibly for good luck, nothing
else protects you quite like it.

For example:
It protects you from paying the total

deductible more than once during the policy
year. Nobody else has Supercover's aggregate
retention feature.

It protects you against advertiser's liability
with no deductible payments. In every state
except Virginia.

It protects you against having to pay

a settlement and collect from the insurance

company later. Our policy clearly states that we
"pay on behalf of" rather than "indemnify"
you.

It protects you from being caught in the
middle between your primary and excess
coverage. Ours is the only policy that clearly
establishes relief action procedures in case the
primary carrier denies liability, and guarantees
that, even if you lose, your cost won't exceed
the normal self-insured retention.

It protects you from having your funds
committed without your approval. We're the

FIREMAN'S FUND AWERICAN INSURANCE COMPANIES HOME OFFICE- SAN FRANCISCO, CALIFORNIA

only company to give you three self-insured
retention and defense options, all of
which guarantee your right to approve any
settlements.

It protects you a lot of other ways. Your
Fireman's Fund Independent Agent can use
them all to put together a Supercover plan
to meet your excess liability requirements.
And he can draw on Fireman's Fund's wide

grange of protection to cover your excess and
special risk situations. So call him soon

In the meantime-good luck.
Excess risk? Always check the hat
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Why we're warning our telephone
operators towatch their tongues.

Hundreds of times a day, for three
years, they've been answering,
"MFB Mutual Insurance Com-

pany." Now they've got to kick the
habit. Since July I our name has .

4 . been Allendale Mutual Insurance
Company. But everything else is
the same. We're still the world's

largest mutual insurer of industrial

property. We stilllead in property

risk management, solving industry's
problems by responding to indus-
try's needs with custom-designed in-
surance coverages. We're still tops in

loss control engineering. So give our

operator a ring. She'll put you

through to someone who can tell you

the whole MFB-oops !-Allendale
Insurance story.
Allendale Mutual Insurance Com-

pany, Providence, R. I. 02904.
Affiliates: New Providence Corpo-
ration; Underwriting Manager for
Affiliated F M Insurance Company

and Appalachian Insurance
Company.

Allendale Insurance
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Insurance and benefits are
potential pitfalls in mergers
by William J. jones ill,
Executive Vice President,

Risk Planning Group,
Darien, Conn.

William J. Jones III

T HE BURGEONING urge to merge is
again with us and acquisitions and

mergers are germinating. Modern manag-
ers, time tempered and perhaps a bit
burned, are bringing to their problems new
professionalism, for one of the benefits of
the cyclical nature of our economy is the
opportunity to learn from the past. Merg-
ers are unquestionably on the rise as the
economy stops sputtering and begins to
hum, and corporations aiming for in-
creased affiliation can learn substantially
from the experiences of others.

One of the often overlooked areas for
merger study is that of insurance and
employe benefits. Many of us faLlaciously
feel that we are not in the insurance
business and therefore ignore this poten-
tial profit pitfall. Most managers am sur-
prised to learn that insurance and ernploye
benefits account for between 15% and
19 % of operating expenses and as much as
15% to 20% of earnings. We are all in
the "insurance business" even though we
may not realize it.

With respect to a merger or acqu.sition,
the two most critical time periods for
proper profit protection occur prior to the
execution of the contract of sale ar.d im-

mediately after acquisition. During the
pre-merger phase, particular attention
must be paid to the factors, both tangible
and intangible, which affect valuation. For
example, determination of the adjusted
"net worth" of a company will be depen-
dent upon accurate quantification of any
unfunded prior service liability of the pen-
sion plan, particularly when a comfany is
acquired with cash. This can be discovered
by examining a current actuarial report in
tandem with the companies' financial state-
ments. The actuarial assumptions must 'be
tested for relevance. Note, it is best to use
common actuarial assumptions.

TO BEGIN, delegaze to your risk man-
ager or financial consultant the regonsi-
bility for review of the pension. general
insurance and group plans currently in
force. Plan assets also must be analyzed.
For example, if corporate policy dictates
continuation of existing pension plans, the
discovery of any 'continuatior. earry-
over" could have significant tax benefits
after merger. W. A. D. Hare

'Much worry and regret can be avoided by designing policies
to automatically embrace newly acquired entities.'

To be certain, the absolute amounts of
these continuation "funds" must be related
to the other tangible and intangible values
involved.

Another area for analysis is the loss
experience extant in the prior plans.
Prudence suggests provision for a clause
in the acquisition contract focusing on
public liability claims which arise after
acquisition but occur before closing. This
technique has eliminated serious claims
and is very important when a retrospec-
tively rated liability insurance plan is in-
volved. Further, it is important to remem-
ber that when a company is purchased
your experience modification immediately
applies to their premium. Usually it is
advantageous to discontinue the acquired
plan.

Much worry and regret can be avoided
by designing policies to automatically em-
brace newly acquired entities, if even for
60 days. Also remember that you have the
opportunity to reject group insurance ex-
perience. Therefore it may be possible to
eliminate claims from your pooled experi-
ence. By examining group reserves, not
only can you determine whether or not

pensioners' life insurance has been fund-
ed but other hidden assets or liabilities
may be found. We know d one case where
a company was able to get back a large
dividend carrying only 3 % per year which
had been retained by an insurance compa-
ny for over five years. Additional large
savings may be realized through consoli-
dation of insurance programs. In some
cases, as much as 15% to 30 % has been
saved by consolidation of property and
liability insurance.

When examining the physical aspects of
the acquisition, be careful of existing con-
ditions which may generate future costs,
such as outstanding reccmmendations to
install a sprinkler system in a warehouse,
or a smoke detection system in a computer
center. Also, be sure current limits of
insurance reflect today's .onstruction and
replacement costs. These needed addition-
al expenditures can be duly noted in nego-
tiations. The insurance companies are good
sources for this information.

EXISHNG KEY-MAN life insurance

may be ancther hidden asset, particularly,
for example, when purche:sing a $10 to $15

million gross sales business run by a few
top executives. Because of the age of these
policies or of the insured or the amount of
insurance involved, it may be wise to
continue them. These policies can also be
an unexpected source of working capital
as they sometimes have significant loan
value.

Deferred profit-sharing plans, savings
plans, product recall, directors and officers
insurance, fidelity insurance and surety
performance bonds are examples of other
important coverage areas, but they gener-

ally do not represent areas of material
savings and therefore are not of immedi-
ate concern.

The secret for successful implementa-
tion of recommendations is irnmediate ac-
tion after acquisition. Changes are expect-
ed when new ownership arrives and
change can be very unsettling later.

One final caveat: communications are

dependent upon mutual understanding.
Therefore, create a risk management man-
ual which tells executives what corporate
policy is and how the risk/security man-
agement function relates to them. Distrib-
ute it to the new executives immediately
and give them an opportunity to question
its assumptions and implications. Expecta-
tions are important influences on our
thinking; let employees know what bene-
fits they have and tell executives what to
expect from the risk/security program.

Material additions to profit stemming
from acquisition can be realized if the
proper actions are planned for and taken
immediately, and this includes employee
benefits and insurance. Newly acquired
companies expect change, therefore do not
breed unnecessary anxiety. The longer you
wait the more difficult change will be-
come. Coordination of benefits, Medicare
and carve-outs, the addition of key-man
life insurance, elimination of workmen's
compensation and other general insurance
coverages or transfer of pension funds can
all be accomplished without great hard-
ship if done immediately. •

An American Lloyd's:
Could it really happen?
by W. A. D. Hare,
Director-Client Services,

Ebasco Services inc.,
New York, N.Y.

IS.

t

' We must face the fact that this is the most

confusing insurance market ever in history.'

 TUDY IS PROCEEDING on thefeasibility of an American Lloyd's. It
is sponsored by a group of leading insurance
companies that felt the need to undertake
joint action and explore this potentiality.
Recent indications by those concerned
with the study are that while it is pro-
ceeding favorably, with considerable en-
thusiasm by its sponsors, any concrete un-
dertaking is a long way from activation.
They have indicated a de=iberate desire to
avoid the pressure of trying to make such
a vehicle a reality overnight and have re-
cently stated that such an activity would
be closer to reality in 1980 than in 1970.

While their effort is to be admired and

such a vehicle as an American Lloyd's is a
really new departure, what are we to do
in the interim period? Our problems are
here now and must be attended to now.
We have to try to, if not eliminate them,
at least reduce the possibility of their

growing greater as each year goes by.
There is, nevertheless, sound reasoning
behind the industry's own j udgment of
avoiding pressures which might bring
about a faulty start and thereby create
even greater pandemonium than now ex-
ists.

We must face the fact that this is the

most confusing insurance market ever in
history, but while facing this in its broad-
est aspects, we must separate the problem
into its two major divisions, which are, of
course, personal and corporate. Our atten-
tion will probably lean more toward the
corporate problems since this is something
all of us find a part of making a living
and because personal insuring problems
have so many potholes around them.

LET'S EXAMINE a little history of

Lloyd's to see whether or not this is really
Continued on following page
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American... to their incomes In other words, there has tention or whose loss picture lets the m- world, the elimination of many local
not been enough bearing of one's own surers believe that there is good hope for covers by local insurance companies, and
risks, particularly in the categories where salvation in the near future. the huge concentrations of value that have
pure negligence is one of the obvious caus-

Continued from preceding page forced them to obligate themselves in
es One can see this most readily in auto- TURNING NOW TO practical examples much greater amounts than ever before
mobile accidents where small claims are and the solutions that have been consid-

the solution for which we are looking reported that the individual could easily ered, there is not a segment of business IF A U.S. LLOYD'S is to develop, lt W111
Basically, one of the pr oblems that we afford to bear The insurance company today that does not have glaring problems be established for one of two reasons

face at this moment is reaching out in pays them and later cancels the insurance facing it, with some form of immediate Either such a desperation again arises from
desperation for some magic formula that The client ends up m the assignec risk change an absolute necessity These vary the lack of market that there is no practi-
will solve our problems with ease and plan, his parting comment being, after a from pubhc institutions to the greatest of cal alternative, or government interven-
little financial expenditure While I am string of curse words, "I wouldn't have private enterprises Al, ong them we can tion into the total insurance Industry be-
sympathetic to the idea of a Lloyd's type claimed if I had only known " find our colleges and universities, the util- comes so imminent and so necessary that aof operation, I don't honestly feel that this This is also true for corporations that ities, the chemical compames, pulp and pa- common effort lS the only answer to re-
has been a perfect answer even for itself if are often completely unaware of their per companies, the drug companies (par- talnlng any vestige of private control
you look realistically at the problems that capability for acceptance of financial loss ticularly for their products liablity) the There have been suggestions made in
they have been facing recently We must, in the insurable areas of their loss-carry- oil companies (of which we are all very the past that tended toward a solution,
therefore, consider the fact that Lloyd's is, ing capabilities A program of education ecologically conscicus), contractors, and the such as housing many of the markets
in reality, a nistoric operation and even in has to be started immediately 111 order to airhnes (who seem to have achieved a within a World Trade Center building
its own country a development that is preserve some order in the insuring mar- form of temporary solution) This is within the realm of consideration
unique I have extreme doubts if no ketplace We must face the fact that insur- While the 011 companies are attempting but does not offer a total or permanent
Lloyd's existed that a group of individuals ens have not made lt worthwhile to carry to establlsh their own captive insurance solution In Canada, of course, subscription
could be rounded up who would start a substantial portions of our own risks based market through OIL (011 Insurance Ltd.) pollcies have been used for many years
Lloyd's undertaking, trust the underwrit- on a predetermined breakdown of the pre- the tremendous pressures that have been and quite successfully Here again, the
ing to their leaders and obligate them- mium and its application toward catastro- put upon the 011 companies to Join this confidence and trust present in a smallerselves to such personal hability as they phe losses group have caused certain fears in the market helps immeasurably Underwritingpresently do On the other hand, if there If you examine the self-Insuring areas, minds of potential participants Obviously, pools have been quite common for manywere no Lloyd's and no individual partici-
pants, would the British companies-the years Unfortunately, it is my feeling that
counterparts of U S insurers now consid- the reduced ratelevelsand poor under-

writmg that have been part of these un-ering the establishment of an American 'Brokerage houses must move to some form Of fixed commis- dertakings may ultimately bring many of
estS]1ng s{53Zeratill? 7oubt* sion or fee basis to give advice needed in noninsuring areas. , these pools to the same threshold that the
very much 0IA lS now facing

Now let's turn to our own Inherent One of the obvious answers lS going to
be, as indicated earher, a program of edu-

structure to see what the possibility of whether done internally by assumption, by if OIL is able to commence operations in cation undertaken by the insurance corn-
establishing such an operation really is self-insuring with a reserve, or externally the face of many unsolved tax and other pames and more particularly by the bro-
While we can lump insurance companies by a captive insurance company, there are problems, and achieve its requirement of kers and consultants who buy on behalf of
together as a group, we obviously have two obvious areas for interest in order to members with $40 billion in assets, the their clients or advise them what to buy
many different and individual entities try to effect some saving while preserving 011 Insurance Assn ( OIA) stands httle Obviously, brokerage houses must move to
just, which need a little attention your insurance At one end of the scale we chance of continuing its operation Let us some form of fixed commission or fee
We have a tremendous difference in own- have the positicn of someone who makes only hope, then, that the future does not basis in order to give the type of advice
ership some by conglomerates, some by no claims or has claims m such a small show that we have gone from bad to that will be needed in the noninsuringfinancial organizations, some by the gen- amount that he obviously should not be worse areas This will involve establlshing aneral public, and even what you could call insuring that r-sk or should be enjoymg The drug companies have been under- insuring philosophy with their clients,
a real mixed bag We also have completely much lower cost At the other extreme we taking their own study to try to find some whether individual or corporate, in order
individual attitudes in operation, as for have those who have extremely bad losses, way of alleviating the continuing shrink- that only necessary risks will be insured
example the Insurance Co of North thereby burning up their insurance com- age in their market, particularly as a con- while preserving the catastrophe capabili-
America with its tremendous drive for panies and ultimately paying for these sequence of adverse publicity What then, ty of the insurers Another important de-
diversification out of the industry at this losses anway Obviously, they are Just with all of this, 15 the answer to this velopment will be for the insurance buy-
time We have many differences in corpo- trading dollars with the insurance compa- problem 9 ers, particularly those who now considerrate staffs-some that operate with a thin nies to have these losses paid, with possi- If we go back to our original considera- themselves risk managers, to know their
level of top management and total capa- bly achieving the advantage of some tion of Lloyd's and its historic establish- own operations intimately and to be total-
bility for decision-making, while others chronological stabilization in the period of ment, we recall that it arose out of desper- ly familiar with their managements
have mammoth staffs and operate on what the following five to ten years It is at this ation because a group of people could not As you can see, I did not have any easy
is normally called a committee basis Since point that a corporation, more than an buy insurance that they needed It has solutions to this very difficult problem and
the latter is more often the case, we have individual, must be prepared to assume developed into a worldwide market and in can only, like anyone else, contribute
a problem here in that so many decisions these losses itself and, in order to reduce ltS most successful period was able to thoughts that might enlighten someone 111
and authorizations other than for very them, undertake effective loss-prevention achieve great profits by having a small his attempt to initiate meaningful activitynominal amounts must go through this measures In the middle of this scale we piece of smaller concentrations in a much I can only return to a very trite andlabyrinth of communication and authon- have those whose losses are either not larger world Its own fortunes have had almost Agnew-like sounding expression
zation, thus making the type of decisions serious enough to warrant immediate at- their recent downs based on the shrmk,ing Preparation Prevents Panicthat we have been talking about m the
formation of a Lloyd's very difficult to
actually consummate

We have the present underwriting pools
to which rnany insurers have committed Risk management notes
themselves, thereby eliminating their op-
portunity for Individual decision making.
In the long run, we then come down to the
hard and real facts that from our insurers
the financiers are looking to obtain use of The Disaster Relief Act of 1970
money, cash flows, and a return on their
investment and find it difficult to Justify
how any business can go along in the state
that we have at this time slnce their whole and how public agencies use it
thinkmg 13 to cut away from losers

WHILE IT IS ALWAYS very easy to prepared by Warren, McVeigh & Assoc,
criticize, finding some constructive an- risk management consu/tants,
swers is most difficult and usually to be San Francisco-Los Angeles, Calavoided if at all possible If we aren't able
to start up an American Lloyd's that
would answer all our problems immedi- rr HE DISASTER relief act of 1970 is 50 states, the District of Columbia, Puerto localized disaster could occur, such as an
ately, what then is an alternative for bail- 1 essentially directed at U S public Rico, the Virgin Islands, Guam, American earthquake shock or local flooding, that, to
ing ourselves out of this present flasco9 agencies, and, except for some minor pro- Samoa, and the trust teri"tory of the Pa- the agency would be a catastrophe, but not
From the real insurance side of the coin, visions relating to debris removal grants cific islands " widespread enough for the President to
my own feeling ts that a reinsurance pool for privately owned lands, the PI ivate risk Some of the key factors underscoring declare a disaster Under these circum-
for catastrophe losses must be established manager is probably only concerned aca- this act are highlighted by the above quote stances, the poor public agency would le-
and could be established with much less demically or as a taxpayer This act is not intended as an insurance ceive no indemnification from any souice
difficulty than would result from the di- Public Law 91-606, or the Disaster contract, or as automatle mdemmfication,
rect operations required by another entity Relief Act of 1970, is primarily designed for public agencies m the event of a maJor THIS ACT WAS SIGNED into law De-
such as the one we are discussing today I to provide relief to publle agencies in the disaster The President must first declare a cember 31, 1970, by President Nixon With-
don't say that this is an easy answer, but event of a maJor disaster " 'Major disas- disaster area, and this must be preceded by in two months, Uncle Sam was faced with
it represents one approach The alterna- ter' means any hurricane, tornado, storm, a request from the governor of the affected indemnification awards totaling over $400
tive, or perhaps more correctly the addi- flood, high water, wind-driven water, tidal state cr territory Secondly, this relief is million with the Los Angeles earthquake
tional facet, that must be undertaken lIn- wave, earthquake, drought, fire, or other intended to supplement any local funding, These grants were made to Los Angeles
mediately is an educational program in all catastrophe in any part of the United not as a substitute therefore If, for exam- county, the city of Los Angeles, Los Ange-
categories of the insurance industry This States, which, in the determination of the ple, a local public agency has had enough les school district and the state of Califor-
means money realism President, is or threatens to be of suffi- foresight to anticipate and purchase insur- nia The problem now facing state, county

There are many instances ln which indi- cient severity and magnitude to warrant ance for a particular catastrophe, the fed- and city governments, school districts,
viduals are making claims at financial disaster assistance by the federal govern- eral government wlll not offer any assist- bridge and turnpike authorities, is whether
levels that long ago should have been ment to supplement the efforts and avail- ance If, on the other hand, a public agen- to buy insurance (lf available) -or other-
eliminated or in which participation able sources of states, local governments cy did not buy insurance because of reli- wise treat the catastrophic risk-or depend
should have been increased in proportion " The U S as used here "means the ance on this act, it is conceivable that a on the uncertainties
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The Rolly Coaster
Self-insulance can be great. Until he strikes.
One month you have relatively few claims to pay.
The next month, a lot,
Up-down. Up-down. Down-up.
He can rea Ily put the pressure on a company's
cash Flow. Hattenit

Witl- a CNA/insurance Claims Service
Program.

It lets you budget those rough months.
Then your overall claims payout can be

evened out.

And no more Rolly Coaster.
He s just one way selE-insurance can lag

behind your business.

And just one of the Insurance Lags
we can help you beat.

Contact your CNA agent. Or write us.
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*uweybbeatthelass
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Atlantic Tubing wins $4 million
from FIA in explosion claim suit

PROVIDENCE-A Rhode Is-

land superior court jury has
awarded Atlantic Tubing & Rub-
ber Co. of Cranston, R.I., and four
sales affiliates aggregate damages
of $4,310,048.36 in a precedent-
setting suit, under two insurance
policies, for property damage and
interruption of business from a
fire and explosion on April 13,
1968.

The trial-which took 103 days
-was the longest jury trial in
Rhode Island court history.

By awarding damages, the jury
rejected the claim of Factory In-
surance Assn, of Hartford, the
defendant, that Atlantic Tubing
and its affiliates so exaggerated
and misrepresented their losses in

fk

proof-of-loss statements that they
voided the two policies and were
entitled to no recovery.

As principal plaintiff, Atlantic
Tubing got $2,801,336.60 for prop-
erty damage, plus $529,452.05 in
interest on that amount.

IN ADDITION, Atlantic Tubing
received $2,901,336.60 for business
interruption plus $155,660.29 in
interest.

Four sales affiliates, which

market resins and compounds
made by Atlantic for the plastics
industry, or finished products it
makes, or combinations of fin-
ished products and raw materals,
were awarded damages for the
interruption of their business, but

...

the awards were included in the
amount awarded to Atlantic.

The four affiliates, all based in
Rhode Island, are Ever-ex, Inc.;
Imperial Chemical & Plastics
Corp.; Chemalon Industries, Inc.;
and Realstron Corp.

In testimony and exhibits, At-
lantic sought to show tht it had
sustained $4,487,302.39 in proper-
ty damage and that it and the
four affiliates suffered losses of
$3,200,000 by business interrup-
tion as a result of the fire, bring-
ing the total to $7,687,302.39 in
total losses. FIA sought to show
that the losses were cnly $1,-
109,782.62 in property damages
and $209.352 for business inter-
ruption-a total of $1,319,080.62.

The marked difference of more
than $6 million between respec-
tive estimates of loss was ex-

plained by the parties' entirely
different outlook as regarding
major loss categories.

ATLANTIC, FOR its part,
sought to show that damage to its
so-called resin plant, where it
produced polyvinyl chloride used
in its manufacturing operations
and sold to other manufacturers,
was such that the plant and much
of its machinery and equipment
must be replaced.

Witnesses for Atlantic noted

that the process by which mono-
mer vinyl chloride is converted
into polyvinyl chloride is so po-
tentially hazardous to the safety
of the plant and the community
that new construction, machinery
and equipment were needed rath-
er than patchwork repairs.

Witnesses for FIA, however,
asserted that the resin plant

could be repaired. There was no

need for a completely new plant,
they said. It was contended that
much equipment and machinery.
said to be no longer usable by
Atlantic was, in fact, undamaged.

As a result of the resin plant's
loss, the spokesman added, the
firm had to buy resins from other
sources. Resins from various pro-
ducers, they said, are not neces-
sarily interchangeable and it
could not economically adapt the
purchased resin to some manu-
facturing needs. As a results,
some lines of finished products
were dropped. •

Group ...

Continued from page 17

Among possible inequities cited
in the newspaper ads is a warn-
ing that "a law which penalizes a
union member so that he may
lose full use of his fringe benefits
is a bad law." The reasoning be-
hind this is not explained in the
ad copy, but it is -aimed at a
provision of the Stewart Plan that
would cut premium costs for the
consumer by letting him fall back
on cheaper forms of compensation
than auto insurance.

The provision would establish
that an auto-accident victim able
to collect compensation from a
private, union or other health
plan must do so, and cannot col-
lect from his auto insurer at the

same time. This could conceivably
use up some sick leave pay or
other fringe benefits of a union
member-the basis for the anti-

no-fault group's charge.

According to Robert Mackin,
executive assistant to N.Y. Su-
perintendent of Insurance Ben-
jamin Schenck, the whole point
of this approach is that people are
presently forced to pay for dupli-
cate coverage and should be freed
from such a costly compulsion.
"Under the Stewart Plan," said
Mr. Mackin, "the employe with
good fringe benefits for health
care and loss of income would see
those benefits reflected in a

lowering of his auto insurance
premiums. However if that em-
ploye chose to pay twice in order
to protect his fringe benefits he
would be free to do so."

THE "CITIZENS Against No-
Fault" ad also points out that "a
poor man may not be able to
recover full payment for pain and
suffering, but a rich man might
-because his medical bills might
be higher for the same injuries."
This criticism would have some
bearing on a bill with a cut-off

point for medical bills-say $400
or $500. Any injuries costing less
than that would be unpaid, giving
the rich, with more access to ex-
pensive treatment, a greater chance
to cross the expense threshold and
receive full reimbursement.

One of the more interesting
questions "Citizens Against No-
Fault" raised is, "Did you know
that you will no longer be able to
sue for dannage to your car
caused by a careless driver?"

Bringing up the rear of the ad's
charges are its warnings of eco-
nomic disaster if a no-fault p1an
is passed. "Did you know," it
queries, "that none of these pro-
posals deals with property dam-
age?" The ad also implies that
property damage premiums may
go up 38 % if a no-fault pian is
passed. According to the Stewart
Plan, "a typical individual could
expect to save 53 % on the per-
sonal injury portion of his com-
bined (compulsory and optional)
coverages and 16 % on the prop-
erty portion, for an average over-
all saving of 33 %." These figures
are based on estimates of the

state insurance department's ac-
tuaries, and the projected savings
are conservative. •



Record ...
Continued from page 18

Survivors of 166 other murder
Victims have so far filed claims
with the state for indemnification.
The state board of control must

approve all payments.

New carrier for

California's fleet

SACRAMENTO, Cal.-Califor-
nia's state-owned fleet of 26,000
motor vehicles, probably the larg-
est commercially insured fleet in

the world, will be insured for the
next three years by the  Farmers
Insurance Group.

A total of seven carriers partic-
ipated in bidding for the state
contract. The bid from Farmers

was nearly $1 million lower than
its closest rival and $175,000
lower on the deposit required.

Coverage provided is $250,000
per person and $500,000 per inci-
dent on bodily injury and $100,-
000 property damage per vehicle
with a premium rate of $67 per
vehicle per year. The contract
also provides identical coverage
for privately owned vehicles

when being used in an official
capacity.

Farmers succeeds Employers-
Commercial Union, which held
the state contract for nearly a
decade. "Inasmuch as Farmers

Insurance Group writes their in-
surance with no independent bro-
kers," explained Edgene D. Mar-
quart, insurance officer for the
department of general services,
"the state will be able to deal

directly with the insurance com-
pany officers."

Health cover for

unemployed defeated
SACRAMENTO, Cal.-Legisla-

tion to require employers to
maintain health insurance cover-

age up to one year for unem-
ployed former workers has been
rejected by the California assem-
bly.

Supporters of the bill said they
will attempt to get reconsidera-
tion of the proposal, which was
vigorously opposed by employer
organizations that claimed it

"could cost thousands of dollars a

year."
Intent of the legislation, ac-

cording to John L. Burton, Demo-
cratic assemblyman from San
Francisco, is to "assure health

protection for a worker and his
family while they are unable to
provide for themselves because of
unemployment."

The health protection would

end after one year or when the
worker found a new job. Workens
would be required to continue
any regular contribution to the
company's group disability or
health insurance program.

Canned heat case

could get hot
SAN FRANCISCO--The prod-

uct liability insurance of a manu-
facturer and several distributors

of canned heat may get nicked
for $10 million, the amount of a

damage suit filed in superior
court here on behalf of a state

prison forestry camp inmate per-
manently blinded because he

drank "unlabeled canned heat."

Two men were blinded and one

was killed as a re.ult of drinking
screwdrivers made with the

canned heat instead of vodka.

The suit was filed by attorney
Dennis B. Conklin on behalf of

Joseph J. Martinez, 35, now or.
parole, who was an inmate of a
prison camp last September when
he and other inmates were sent to

fight a forest fire. Unable to re-
turn to the regular mess hall, they

were given emergency food ration
packages by forestry personnel.
The rations, according to Mr.

Conklin, contained the canned

heat, with methanol, which the
prisoners were to use to keep
themselves warm. Instead the

prisoners dissolved the canned
heat in tinned orange j uice and
drank it.

The suit charges failure to label

the cans as poison and names the

May Day Hot Food Co., Van Wa-

ters & Rogers Inc. and the Luca
Packing Co., of South San Fran-
cisco, and Central Solvent and

Chemical Co., of Contra Costa

County.
Mr. Martinez, who suffered

blindness and injury to his ner-

vous system, seeks $5 million
general damages and $5 million

punitive damages. •
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COMPLETE INSURANCE MANAGEMENT

and ADVISORY SERVICES

Professional - Objective

1,1

Herbert L. Jamison & Co.

90 Park Avenue

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

WE'RE HERE TO
KEEPYOU IN POWER.
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We have been since long before the
steam car came on the scene.

Butdon't letthe steam in our name mis-
lead you. Today Hartford Steam Boiler is
the leading specialist in insuring a//
powerequipment

Today, we have 700 full-time power
equipment inspectors and engineers all
over the USA. More than any other
company.

Today, we protect one-third of all the
insured power equipment in the USA.
More than any other company.
We offer a wealth of informative material

to help reduce downtime and increase
efficiency: log programs for boilers and
for air-conditioning and refrigeration
systems, technical bulletins on boi ler
maintenance, an analysis of boiler acci-
dents, and our quarterly magazine on
power equipment, The Locomotive.
Write us foranyorall of them free.

We're here for just one reason...to keep
you in power. The Hartford Steam Boiler
Inspection and Insurance Company,
Hartford, Connecticut.

.t -4

1

Built in France in 1903, this dast'ling Gardner-Serpollet steam car had the advantage d a multi-tube flash
boiler which raised steam Quickly. It was photographed for Hartford Steam Boiler at the Museum of Transpcr-
tation, Larz Anderson Park, Brookline, Mass.

1866
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Ernesta ...
Continued from page 15
sult, perhaps, she speaks rather
glowingly of that insurer. She

also speaks highly of other major
carriers and refuses to indict

them for not living up to social
obligations when they refuse to
write inner city property and cas-

Let PRICE

determine your

COST!

BOILER AND MACHINERY

INSURANCE CONSULTANT

A New and Unique Approach
Recommendations offered fol-
lowing policy analysis, physi-
cal surveys and annual audits

PRICE CONSULTANT SERVICE

750 Dalrymple Rd., Suite K-5
Atlanta, Georgia 30328

ualty business. "There are 300
property and casualty writers in
this state," she said forcefully,
"and it seems a shame that only a
few of them have to take it on
the nose all the time.")

The day of the 80 cancellations
Mrs. Procope happened to be in
Gov. Nelson A. Rockefeller's of-

fice for the political appointment
of a friend. She was introduced to

New York's secretary of state at
the time and, not passing up the
perfect opportunity, told him her
problem. One thing led to another
and eventually the state insur-
ance department held hearings
and a pool was formed. From that
the more formidable N.Y. Proper-
ty Underwriters Insurance Assn.
came into being.

Bowman Insurance's gross pre-
mium volume last year was about
$6.5 million. That is about double
what it was before she won the

bid to wrap-up a package of ben-
efits for the city's Community
Development Agency's 6,700 work-

WHO'S SETTING

THE PACE IN

AVIATION INSURANCE?

Ernesta Procope

ers. (See story on page 14).
That package, which bills about

$3.5 million, does have a large
Blue Cross-Blue Shield premium
and no commissions are derived
from the business. Bowman does

get a fee for administering the
plan, though.

Asked how many employes she
had, Mrs. Procope had to think a
moment. "Ten," she said, "but
don't say that. They're all worked
to death. I guess I am going to
have to do some hiring."

THE OFFICES ON Fulton

Street in Bedford-Stuyvesant are
modernly furnished, brightly
painted-and air conditioned.

Coming out of the bowels of the
N.Y. subway system on a steam-
ing July day and walking one
block through the rubble of the
ghetto, 1424 Fulton is somewhat
like a brewery in the middle of
the Sahara.

It is, nevertheless, hard to for-
get where you are. The confer-
ence room in back of the building
has a full-length glass window

AAU-with total coverage and top caliber service. It's
where your aircraft and experience are custom-rated
and you get the benefit of the rate you are entitled to
immediately-you don't have to wait out the year to
qualify for an experience rating.

It's where representatives are qualified pilots who under-
stand aircraft problems. It's where claims receive the
immediate attention of sympathetic experts who have
local loss settlement authority.

Tap AAU's exceptional knowledge, complete facilities,
and 42 years of experience exclusively in aviation insur-
ance. Have your broker or agent call us today.

ASSOCIATED AVIATION UNDERWRITERS
Aviation Insurance through agents and brokers

90 John Street, New York, N.Y. 10038

leading to a concrete patio sur-
rounded by other brick buildings.
Nearby roofs provide access to
the area, though, and so the win-
dow has a burglar alarm and
there is a sliding steel gate. The
front of the building is entirely
protected at night by a roll-down
metal enclosure.

Mrs. Procope has $65,000 prop-
erty cover on the building and
the contents are insured for

$30,000. The risk is spread among
several carriers. She does not car-

ry burglary insurance. With the
precautions taken she's decided to
self-insure that line. It's better

risk management.

Has she ever thought about

leaving Bed-Stuy and moving to
the Wall Street area?

"We've played with the idea of

taking space in the World Trade
Center," she said. "But we would

never give up this location. We
are serving this community and
we must remain here." m

Black ...
Continued from page 14
are stored and printed out each
month. Monthly computer runs
are then sent to agency depart-
rnent heads for approval and for
changes in employe status.

The Bowman company, as a re-
sult, has become the one central
location to which the Community
Development Agency (CDA),
which is the "umbrella" of all the

poverty subdivisions, can go for
information on employes within
the agency. Although it was not
intended as such, the data proc-
essing runs can also be used by
the CDA to check on possible
abuses within the poverty pro-
gram. Abuses in the past have
included fictitious names on pay-
rolls. This is all but eliminated
when insurance enrollment cards

are filled-out and checked.

MRS. PROCOPE and Mr. En-
nevor are unabashedly pleased

with the plan they have put to-
gether for the CDA. They are,

after all, dealing with city agen-
cies where sophisticated employe
benefit managers don't have a
place on the payroll and where
benefit dollars are often poorly

utilized. With the whole package
under one roof, the agency's ben-
efit buying power has increased
enormously, Mr. Ennevor noted.

Moreover, he added, under such a
central program all employes
have equal benefits. Previously,
some employes had better bene-
fits than others because of their

particular agency's dollar power.
Mr. Ennevor illustrated this

point:
Benefit dollars within the pov-

erty agency system, he explained,
are based on percentage of pay-
roll-15 %, including about 5 %
for Social Security.

"Suppose your agency has a $5
million payroll. You walk into a
broker and say I've got X number
of dollars ( in this case 10 % on

fringes above Social Security, or
$500,000)." "Why," Mr. Ennevor
exclaimed, "you're going to get a
Cadillac. But suppose your agen-
cy has a $500,000 payroll. Go into
a broker with 10%of that and.

." He didn't finish the sen-

tence.

While pleased with the benefits
bought with the dollars available,
Mr. Ennevor does see at least one

gap. The medical plan does not
include maternity benefits for
unwed mothers. Nor are there

any provisions for abortion cover-
age. Blue Cross will write these
into contracts for about 10 cents a

month per individual policy and

about 50 cents per family con-
tract, and Mr. Ennevor does hope
that this coverage can be provid-
ed in the near future. m



Ontario safety training
plan proving successful

ORILLIA, Ont.-A year and a
half ago the Workmen's Compen-
sation Board of Ontario and the
St. John Ambulance service be-
gan a unique experiment de-
signed to turn this town's 20,000
residents into safety experts.

They named the project

"FACTS"-First Aid Community
Training for Safety-and, from
the results at the half-way point,
it's working.

First aid training is usually be-
stowed on only a handful of the
general population. Suppose, the
project designers dreamed, that
an attempt was made to train the
entire populace. The result would
be fewer accidents and better

on-the-scene handling of the mis-
haps which did occur.

Orillia was deemed an ideal

"typical community" by the pro-
ject planners. Its location 60
miles north of Toronto makes its

population less transient than
that of suburban communities. It

has a good cross-section of busi-
ness, and, most important, the
FACT people are receiving com-
plete co-operation from all seg-
ments of the community.

The three-year project began
with the training of volunteer in-
structors. There are now 52

firs t-aid instructors conducting
courses in industrial plants and
schools, and for municipal em-
ployes, housewives, small busi-
nessmen and retired persons.

Even the unemployed and wel-
fare recipients are beir_g trained.

To date, more than 2,500 per-
sons have received the eight-hour
course in first aid and accident

prevention techniques. Another
400, mostly in the town's larger
industrial plants, have graduated
from a 16-hour safety course.
When school ends this year, more
than 600 students will have com-

pleted the short course, and, by

the end of the three-year experi-
ment, some 2,000 students will
have been trained.

The program is designed to
reach the segment of the commu-

Group insureds to

fight auto cover cost
CHIC AGO-Policyholders

under payroll deduction auto
insurance plans are being
alerted to the causes of high
auto rates and asked to fight
them through letter cam-
paigns saying they are fed up
with drunk drivers, careless
drivers and flimsy auto con-
struction.

CNA Insurance is enclosing
a brochure with all renewal

notices telling insureds to con-
tact state senators, represen-
tatives, mayors and auto man-
ufacturers and make their dis-

satisfaction known.

According to the brochure,
repair costs for 1971 cars in-
creased 30% from 1970 cars
and drunk drivers accounted

for more than half of the

56,400 auto fatalities in 1970
and serious inj ury in 2 mil-
lion other cases.

Safety pays for renters
Residents of the Sherry Park

apartments in Dallas, Tex., will
receive a $10 per month discount
on their rent for being nonsmok-
ers. Anita Maxfield, manager of
the 260-unit complex, said that

the safety measure will result in
decreased maintenance costs be-

cause smokers invariably "burn
holes in rugs and furniture."

nity which is between 10 and 60
years of age. There are an esti-
mated 12,000 persons in the target
group, and, by the end of the
program, some 7,000 of them are
expected to have received some

form of safety training. Once
completed, FACT should leave
Orillia with one safety expert in
each of its 6,000 households.

Two research groups have been
engaged to study the effects of
the experiment once it is com-
pleted. One team will study the
impact on industry, while the
other concentrates on overall

community effects. The results
will later be compared to the data

collected from a similar, but non-
safety-trained Canadian commun-
ity. •

Whats so new

about protecting
yourself?

Self-Insure with ESIS. For nearly two decades now,
we've been increasing cash flow for compani25 like
Safeway Stores, Inc., Honeywell, Inc. and Foremost-
McKesson, Inc. We'd like to do the same for you. For
personalized counseling from top management. call
collect or write:

Mr. James S. Carpenter/Vice President, ESIS/P.0.
Box 7728, IVB Bldg., Philadelphia, Pa. 19101. (215)
241-3416

Mr. Robert R. Ham/Vice President. ESIS/167 West
Jackson Blvd., Chicago, 111. 60604, (3121 922-9245
Mr James Schramm /Vice President, ESIS/ 4050 Wil-
shire Blvd., Los Angeles, Calif. 90010, (213} 383-4848.
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EMP_OYERS

SE.F IMURANCE
SERVICE

an INA CO-PORA-ION company

Rtsme an
Ar onaut.

Aworkmenkcomp pmimm
asindividual as your client.

The Argonaut fit can't be stamped out of standard forrulas.
We hand-tailor workmen's compensation programs one at a time.
Since the shape of a particular business is unique: we plan a unified
program of coverages and service to match.

We do it with specialists. Underwriters, safety engineers zlaims
men, and auditors who concentrate on one type of business. They
know the exposures peculiar to your client. Which safety measures
and loss control methods have proved mcst effective. How proper
payroll auditing keeps premiums at a legal minimum.

It's designed to fit your client's needs like a glove. No gaps.
No bulges. No loose ends. But still flexible enough to J ve as
changes occur.

If you're sizing up a major comp clieit, call Argonaut. We can
make the difference.

@ Argonaut Insurance Companies
Home Office: Menlo Park, California

Principal Offices: San Francisco, Los Angeles, Portland, Boise, Dallas, New Orleans,
Chicago, Minneapolis, Atlanta, Philadelphia, New York and other major cities.

Overseas: Saigon, Vietnam; Bangkok, Thailand.
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Water fights not fun and games:
Salvage $5 million for fire insurers

NEW YORK-Water may be a
fire department's most effective
weapon in containing a blaze, but
any fire underwriter will admit
that the property losses due to
water damage can be just as cost-
ly as the destruction caused by
the fire itself.

Consequently, the hundreds of
fire insurers who write protection
within New York City invest
$1.25 million a year in a 103-man
"Fire Patrol"-a brigade of hel-
meted, raincoated dare-devils

whose job it is to fight the water
that the New York City fire de-
partment uses to fight the fire.
Last year the patrol responded to
9,693 alarms and saved the fire
insurance industry an estimated
$5 million.

"This is the last active patrol in
the United States," John J. Mc-
Govern, vp of the New York
Board of Fire Underwriters said
in an interview. "There are still

active brigades in London, but
the old patrols in Philadelphia,
Boston, Chicago, Milwaukee and
other major cities have all died
out. I'm not sure why, but I'd
guess it's the expense."

THE NEW YORK patrol is now
169 years old and operates out of

edutronks
§9§*ems international. im.

three stations strategically located
to give the water-fighters easy
access to the city's high-insurance
areas.

"New York is unique in terms
of its vertical exposure," Mr.
MeGovern said. "With miles and
miles of skyscrapers, the potential
for water damage is phenomenal.
I would say New York is the
biggest source of water damage
claims. Obviously, we don't know
if a building is insured or not. We
roll on all alarms. Many times
our men will wind up saving
thousands of dollars worth of

property and we'll find out there
was no insurance at all."

Most of the patrol's on-the-
scene tactics involve the con-
struction of ba@, dams and

sluices out of tarpaulins to catch,
block and transport potentially
damaging water. What can't be
trapped by the tarps is removed
with an assortment of pumps and
brooms which are standard

equipment on the patrol's seven
trucks.

Once the fire and water are

contained, the patrol secures the
names of all occupants and their
brokers and transmits the infor-
mation to the New York board's

loss committee. If furs, refrigera:-

ed merchandise or electrical

equipment are affected, emergen-
cy adjusters are summoned by
the patrol immediately to prevent
additional damage and to facili-
tate immediate salvage.

THE PATROL HAS both lost
lives and saved them. Thirty
members have lost their lives in
the line of duty, but no serious
injuries or deaths have occurred
since four men died in a 1958

Clyde's kin lose
court shoot out

TYLER, Tex.-Warner
Bros. Seven Arts Inc. and In-
terstate Circuit Inc. have won
a suit in which relatives of

Clyde Barrow alleged defa-
mation through the movie
"Bonnie and Clyde."

The 12th court of civil ap-
peals here ruled against two
sisters and a brother of Clyde
Barrow and noted in its deci-
sion that each of the plain-
tiffs had admitted they had
not been named, referred to
or identified in the movie.

The ruling was unanimous.

OFFERS A SPECIAL

li\WIDIZ@=(BL89%0391)0103
JOURNALOF
BUSINESS INSURANCE
AND COMPUTERWORLD'S

COMPUTER INSURANCE
PROTECTION/

WORKSHOP $50
four audiotape cassettes

Benefit from the counsel of leading experts in

•COMPUTER FACILITY SECURITY •FIRE DISASTER PREVENTION

•INVASIONS OF DATA PRIVACY•COMPUTER ROOM MORALE

•INSURANCE GUIDELINES•PHYSICAL PROTECTION•RISK MANAGEMENT

Mail to: Edutronics Systems International, Inc.,3345 Wilshire Blvd.,
Los Angeles. California 90010

1
Gentlemen: Please send me set(s) of four audiotape cassettes of the Computer
Protection/Insurance Workshop at $50 per set.

Please bill: Ilme Ocompany Ocheckenclosed

| NAMF
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 ADDR FLS
1

1 CITY STATF 7rp

1--------------------

Edutronics Systems International, Inc. produces multi-media instructional systems in computer
sciences, in formation systems, reading skills, data processing, management and business ski.Is.
Offices in major cities in the U.S. and Europe,
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factory collapse which also killed
two city firemen.

More recently, the patrol was
credited with saving 20 lives
when it beat the city firemen to a
Brooklyn tenement fire and res-
cued persons trapped on upper
floors. It is not unusual for the
patrol to arrive first at the scene
of a fire, and, if nothing else,
their firemen-like appearance of-
ten has a calming effect on pan-
ic-striken occupants.

The city of New York, appar-
ently convinced the patrol's func-
tion is indeed worthwhile, is now
putting together its own version.

letters
Continued ftom page 20
pointed by that. Even a libel suit
would have had its benefits to us

-like the old days of getting a
book banned in Boston to pro-
mote sales.

The lack of company reaction
in only partly accounted for by
the reasonable accuracy of the
book. I think it also is due to

company policies of simply not
agitating the subject; manage-
ment no doubt believes the wisest
course is silence so as to draw a
minimum of attention to "Peril

on the Job."

This could account for the fact

that none of the safety directors
you contacted said he had read
the book. I know that companies
have purchased many copies.
Conceivably some you spoke with
had read the book but didn't care
to say so.

Ray Davidson
Publicity Director and Editor,
Oil, Chemical and Atomic Work-
ers International Union

Some 40 men-mostly high school
droputs from the patrolless Cen-
tral Brooklyn Model Cities area
-are now enrolled in an eight-
week course in containing water
damage and safeguarding proper-
ty. The Fire Salvage Corps, as it
is to be known, will receive a
two-year operating budget of
$474,000 from Model Cities. •

SARASOHN
AND COMPANY

PUBLIC ADJUSTERS

 CONVENIENTOFFICES

East Orange, New Jersey (Home Office)
85 S. Harrison Street (201; §75-1400

New York, New York
347 5th Avenue (212) WH 4-3337

Bridgeport, Conn.
(Tri State Adjustment Service Co.)

27 Post Office Arcade (203) 333-5555

Newburgh, New York
231 Liberty Street (514) 582-9420

San Juan, Puerto Rico
1700 Ashford Avenue

No. Miami, Fla.
16924 N.E. 19th Ave.

722-5577

(305) 845-6338

Memphis, Tenn.
(Roddy and Sarasohn, Inc.)

651 South Cooper St. (901) 274-2305

Scranton, Pa.
129 N. Washington Ave. (717) 3424230

Kansas City, Mo.
10th & Walnut Streets (818) 421-7070

A A
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It's creativity, action, stability, continuity. Or to
put it another way. it is people... knowledgeable
people who realize that dollars aren't the mnly
answer to insurance problems.

First State Insurance Company is an organization
of such people, working through Agents and
Brokers in behalf of insurance buyers in need of

special purpose
INSURANCE

And, yes, First State does have capacity! More
than enough for its unique specialization - plus
close rapport with open-minded reinsurers.

use special purpose insurance for

risks without precedent, unusual risks, to

simplify complicated risks, to supplement
basic coverages.

FIRST STATE INSURANCE COMPANY

AN OPEN CIRCLE COMPANY

60 Batterymarch Street. Boston. Massachusetts 02110 • 617/357-8400



Stewart...
Continued from page 2

the First National City vp who
has been riding herd on the pro-
gram, the bank has been interest-
ed in the concept since "1964 or
1965 when I became aware of the
fact that banks in several other
states had actually promoted pro-
grams as part of a savings de-
velopment package."

The bank's broker on the busi-

ness, Johnson & Higgins, was alsc
involved in the interest on the

part of Mutual of New York and,
after that insurer lost interest,
took the package to Connecticut
General.

"The bank's first and only con-
tact with the state insurance de-

partment was in the spring of
1971 when, at Connecticut Gener-
al's suggestion, I attended a meet-

ing with them at the insurance
department office in Albany to
explain the details of the bank's
role in the program," Mr. Callan
said.

iq

Richard E. Stewart

UNDER THE program, life in-

surance coverage in amounts up
to a maximum of $15,000 based
on a customer's age, savings bal-
ance and rate of interest paid on
the account, are offered to regu-
lar First National City savings
and Golden Passbook account

customers whose accounts earn at

least $2.50 quarterly interest. The
bank merely obtains policy au-
thorization for the term coverage
and sends the premiums on to
Connecticut General quarterly.

At the moment, about 1,300
First National City Bank custom-
ers have signed up for the cover-
age and the average policy is be-
tweeen $6,000 and $7,000. "It's not
the type of program the bank is
going to make any money on-it
will never make money on term
insurance in these amounts," Mr.
Stewart said. "I think we're using
it more for competitive banking
reasons than anything else, to
stabilize savings accounts," he
added.

The N. Y. State Assn. of Life

Underwriters thinks otherwise.

They have brought suit in the
state supreme court in Albany.

Briefs have been filed by both
the association and lawyers for
First National City, Connecticut
General and the state insurance

department.

Spencer L. McCarty, managing
director of the association, said
his group is challenging the con-
cept on several grounds. Mr.
Stewart, he said, did not have the
authority to amend the wholesale
life standards through a circular

letter. Moreover, he added, the
amendments violate Section 193.3

of the state insurance code, which
prohibits the sale of insurance if
it is used to promote other goods

or services, such as bank ac-
counts.

"This is tantamount to giving
away an alarm clock or an elec-
tric blanket in a bank promo-

tion," Mr. McCarty told this maga-
zine. Both Supt. Schenck and Mr.

Stewart disagree with this argu-
ment, saying that the insurance
policies are not being given away.

WHATEVER THE outcome of

that suit, Mr. Stewart will likely
smart for the next little while.

In the end, though, he said he
would do nothing differently now

and talks of his department's pro-
gressive ("enlightened" is the
word others use) decisions on
such things as holding companies,

rating laws, group marketing
techniques and variable life in-
surance-"an unending list of

things that could have been give-
aways."

He thought about those when
he made his decision to leave the

department. It was partly because
of them that he avoided proffered
executive opportunities at major
insurance companies.

"Actually," he said the other
morning, "there were very few
unreproachable options available
to me when I sat down and

thought about going into private
employment. This one," he said of
events that have led to some per-

sonally dannning conclusions,
"didn't even occur to me." •

r

f

Hownotto

cookyour
corporate
goose.
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Keep an updated appraisal handy.

In case of fire, it could keep you

in business. And provide the basis

for a fast, fair settlement. Write for

"Settling Losses Before They Occur'.'

Marshall and Stevens Incorporated,

Dept. K2,1645 Beverly Blvd.,

Los Angeles, California 90026.

appraisals by
Marshall and Stevens fullystaffed offices in principaJ cities.

,6, Professional appraisal service tobusiness and government through

AUNIONAMERICACOMPANY

NN Business Custom Policy
Why not wrap up all your Business Insurance needs in
NN's New BCP policy. What we've done at NN is to
"simple it up" so coverages are easy to understand and
claims are handled promptly. The "Custom" feature
means you buy only the coverages your business needs,
not just what some compan¥ has available. You can

see possible savings immediately. Other convenience
extras: one policy, one premium, one renewal date and
budgeted monthly payments. BCP is added proof why
NN has become a specialist in providing business insur-
ance. Let an NN agent in your area tell you more. Write
us on ycur letterhead and we'll put you in touch. Write
The Innovators, NN Insurance Companies, Milwaukee,
Wisconsin 53201.

ONE POLICY

ONE PREMIUM

ONE RENEWAL DATE

ONE-DERFUL way to simplify any business insurance need

'rmIE ENNG,Avels:
Slpecialty Preducts From surance Pr®fessionals

4

for the BUSINESS INNOVATIONS you need

4

0

Northwestern National Insurance Co.
NN investors Life Insurance Co.
Pacific Automobile insurance Co.
Oregon Automobile Insurance Co.
Universal Insurance Co.
Talbot, Bird & Co., Inc.

NN INSURANCE COMPANIES

INSURANCE DIVISION OF

NN CORPORATION

NN-1-71
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There's a man behind you.
Latham-Stevens Company services continue long after the
sale. We counsel with our clients periodically and
especially in times of loss. Then we help them
get the most equitable settlement with the
least delay and confusion. Call the man
from Latham-Stevens today, and get the
services of a professional who'll be

behind you when you really need him.

 Latham-Stevens Con*auy
Harrisburg, Pa.· (717) 232-6661

Buyers ol Insurance for Commerce, Industry and The Family.

following the funds

Connecticut's pension funds no-
healthy, state' s treasurer asserts

HARTFORD-The panic button
isn't being sounded any more for
C6nnecticut's state pension funds.

State Treasurer Robert I. Ber-

don has asserted that state pen-
sioners will continue to receive

retirement checks and that there

is no danger of Connecticut pen-
sion funds collapsing.

The comment followed a recent

declaration by Mr. Berdon that
the condition of the funds

amounted to "a financial disas-

ter," having depreciated in value
by some $140 million, as of June
30, 1970.

BUSINESS CAN BE
A RISKY BUSINESS.
ONE RISK THAT NO COMPANY CAN AFFORD

IS CATASTROPHIC LOSS. THAT'S WHY 1 IN 3

ON THE FORTUNE 500 LIST TURN TO THE

HOME FOR EXCESS PROTECTION.

Big company.. .small company...every company
runs the risk of catastrophe that extends beyond
the limits of its primary protection. The Home's
Commercial Excess Liability Policy is such an
inexpensive way of avoiding the risk of
business-shattering lawsui:s-you can't
afford not to consider it!

Of course, The Home is your logical
source of primary commercial insurance,
too. We offer the widest possible range of
individual contracts to protect the needs of
individual business. We don't just adapt a
basic commercial policy to a firm-but have
special policies for manufacturers,
contractors, farms, motels, institutions
-virtually every segment of business.
And with Thico-The Home's budgeting
facility-premiums can be paid
monthly, quarterly-even seasonally.

Want information on Excess for all

lines of insurance-or any of the many
Home policies? Contact your broker.
Or call your local Home agent-
he's in the Yellow Pages.

eTHE '

HOME
OFINSURANCE

THE HOME INSURANCE COMPANY

59 Maiden Lane, New York, N.Y. 10038

Affiliates: The Home Indemnity Company

City Insurance Company

Federal Life and Casualty Company

Peoples- Home Lite Insurance Company o! Indiana

Seaboard Surety Company

Spokesmen for the Hartford
insurance community admitted
they were "puzzled" by the
phrase, "financial disaster," con-
tending that market value of
most security issues-in particu-
lar long-term bonds-was hitting
bottom in June, 1970, and would

not necessarily reflect today's
market value. Moreover, whatev-
er the market value was, they
said, the yield on the bulk of

pension funds' securities would
not be affected.

Henry S. Beers, ex-member of
the state retirement board and

former chairman of Aetna Life &

Casualty, which is headquartered
here, remarked he could not pro-

vide a definite opinion until he
looked at the portfolio. He added
that pension funds traditionally

comprise, in the main, fixed-yield
securities such as U.S. and corpo-
rate bonds. And it follows that

whatever these securities' market

value might be at the moment,

the yield would be that projected
at the time of purchase.

Questions, he added, could con-
ceivably be raised over the wis-
dom of committing a heavy por-
tion of such a portfolio to long-
term, low-yield securities. If the
securities had had a shorter yield,
it was obvious €hat the capital
would have been freed for invest-

ment in higher-yield securities.
A man who handles pensions at

an insurance company home off-
ice told Business Insurance that

the 5% yield cannot be consid-
ered unusual for "conservative"

pension funds. He added that in

recent years more funds have
moved assets to common stocks,

hoping to keep pace with the on-
going inflational spiral in the
American economy. A rule of
thumb says that as the value of
the dollar drops, the value of the
common stocks goes up.

MR. BERDON commented at a

press conference that one of Con-
necticut's six pension funds was
about $700 million underfunded

-meaning, in effect, that without
greater income immediately
available the fund would inevita-

bly be exhausted, forcing the
state administration to use cur-

rent state income to handle pen-
sion checks.

He added that an expert in the
investment field had cited a fig-

ure of $50 million as vital injec-
tion into this fund, yielding 12%
(including capital gains), as

probably bringing the economics
into a better, more realistic at-
mosphere within a few years.

Mr. Berdon's "financial disas-
ter" phrase was voiced after the

state legislature turned down a
proposal to buy outside profes-
sional investment counseling for
the $500 million portfolio.

THE STATE'S chief executive
noted that Mr. Berdon made this

issue a campaign matter last
November and, hence, there was
nothing especially new about the
treasurer's remarks.

"The tragedy," Gov. Thomas J.
Meskill said, "is that the story is
so old."

For his part, Mr. Berdon com-
mented that he originally brought

up the issue of the $140 million
depreciated value of the funds
(from $558.2 million at time of
investment to $418.3 million on

June 30, 1970) in an April public

hearing of the legislative joint fi-
nancial committee.

A copy of the report from a
committee of volunteer invest-

ment advisors was given to the
state lawmakers at the time. In

part, it said: "Employes of the
state are without the security of
accurnulated reserves to assure

their pensions and this is a single
compelling consideration for revi-
sion of current practices."

The state treasurer remarked,
too, that the fund managers, with
a lack of expert guidance, had
erred badly by committing much
of the fund to bonds yielding as
low as 2.5% to 3.5%. •



Data processing policy needed
for unique EDP property risks

CHICAG 0-The factors that

make data processing risks unique
call for a comprehensive data
processing insurance policy care-
fully geared to that uniqueness,
according to Gordon M. Paine,
assistant secretary and manager
of the commercial inland marine

underwriting department of the
St. Paul Fire and Marine Insur-
ance Co.

Speaking on the topic of com-
puter property insurance at
the computer protection/insurance
workshop sponsored by Business
Insurance and Computerworld
magazines, Mr. Paine stated that
among the factors making the
data processing risk unique are
the high value of the machines,
the concentration of value and
data in a small area, and the high
susceptibility of the machines and
media (puncheards, magnetic
tapes, perforated tapes, disks,
drums, data cells) to damage by
dust or corrosion, mechanical and
electrical breakdown, tempera-
ture and humidity extremes, and
magnetic faults.

Property coverage on the data
processing equipment itself in-
cludes coverage on the air condi-
tioning system, and is usually
all-risk. Mr. Paine pointed out
the need for an air conditioning
clause by noting that damage to
equipment through corrosion,
rust, temperature and humidity
fluctuations is generally excluded
in a data processing policy unless
it results from failure in the air

conditioning.

HE ALSO WARNED that those

leasing equipment carefully check
the limits of liability in their
leases. As an example, Mr. Paine
said, "I have seen some lease con-
tracts that are 'all-risks' but go
on to except negligence. Others
are silent on this important point.
In order to take care of this situ-

ation, it is possible to buy cover-
age for the difference of condi-
tions-in other words, the perils
over and above the perils named
in your contract-and I might say
that in this connection, various
deductibles are available so that

in the final analysis the cost for
such 'peace-of-mind coverage' is
very nominal."

Active data processing media is
also covered in the electronic data

processing policy, he continued,

and all-risk cover is again pro-
vided. According to Mr. Paine,
the most important feature of the
media section of the policy is the
valuation clause, which may be
arranged on one of two bases: a
fixed amount per reel or per
card, which he claims "may be
rather difficult because all items

cannot be valued at the same

amount due to variation in type

or age of data," or, second and
preferably, on an actual repro-
duction cost basis.

Mr. Paine emphasized that the
actual reproduction cost basis in-
cludes the extra expense that
would be involved in reproducing
the media-not just the actual
cash value at the time of loss or

the cost to replace media under

normal working conditions.

A broad extra expense section
is also included in the policy, he
said, covering not onlv media but
also "the necessary extra expense
incurred in order to continue, as

nearly as practicable, the normal
operation of the business follow-

ing damage to the data processing

system."

ALSO COVERED in this see-

tion are the air conditioning and

electrical systems, if they are

damaged to the extent that they
reduce or suspend the user's abil-
ity to perform data processing op-
erations, as well as the expense of
using other property or the facili-

ties of other companies.
Not covered, however, are loss

of profits or earnings from reduc-
tion of business, accounts receiva-
ble or the cost of purchase and
repair or replacement of physical
property, unless for the purpose
of reducing the loss, he explained.

Mr. Paine continued, "In order
to take care of the true business

interruption loss for the firms

doing data processing for others,
and also to cover this exposure on
computers used in manufacturing
processes, there is an additional
insurance agreement. This covers

against loss resulting directly
from the interruption of business
due to loss of or damage to the
data processing system or media."

Cover is written on a valued

basis for each working day of
total business suspension, he ex-
plained, with the daily measure

COMPUTER
WORKSHOP

reduced accordingly if business is
only partially halted. "In deter-
mining the amount of loss, we
also take into account any reduc-
tion which could be effected by

complete or partial resumption of
operations using your own or

substitute facilities or stock," he
said.

THE EXPENSE of reducing
loss ( not exceeding the amount
by which the business interrup-
tion loss is reduced) is also

covered, he told the workshop,
and an accounts receivable policy
is avallable to insure those

amounts of money due from eus-
tomers that are uncollectable be-

cause of the destruction of re-

cords.

Methods for deciding the

amount of insurance to purchase,

Mr. Paine noted, should include a
"disaster plan" that details steps
to be taken in the event of loss

and ascertains how long restora-
tion will take and how much it

will cost.

"Unfortunately, there is no
magic formula to determine val-
ues," he concluded. "There are an
infinite number of different types

business insurance, July 19, 1971/35

How far would you go to
teach your kids a lesson?
The lesson we're talking about is
safety. A lesson which every child
must learn well and learn early.

Strong in this belief, The Inde-
pendert Insurance Agents of
Tampa convinced local parents
to go further for children than any
parents in history. The result is
one mcdel city that deserves a
ranking by itself: Safety Village,
U.S.A.

It's a learning environment of
streets, stores, houses, traffic sig-
nals and signs. All scaled in size

'to a pre-school or grade
1 school child's point

ofview.

i Youngsters receive
personal instruction

in safety by a full-time police train-
ing officer. And what they learn in-
doors from special movies, slides
and classroom work is brought
memorably to life outdoors on the
streets of the village. Here in this
learn-by-doing mini-worIc, chil-
dren are taught to recogn ze and
obey traffic signals and signs; how
to cross the street; the basics of
fire safety. Even how to report in-
formation to police and firemen.

Though Safety Village is not out
to make safe drivers of its children

on the spot, the rules of the road
they do learn make them far safer
bike riders. And someday the
safety habits they develop here
will make them more coiscien-

of businesses putting electronic
data processing to an infinite
number of uses. Your people
know your operation best and
they are the ones who must come

up with the answers." •

Rehab administrator

Norman Silver, Portland, Ore.,
has been appointed administrator
of the Oregon vocational rehabili-
tation division by Jacob Tanzer,
director designate of the newly
created Department of Human
Resources. Mr. Silver has been

special placement manager of
Tektronix, which currently em-
ploys more physically handi-
capped workers than any other
company in Oregon. He succeeds
Nicholas Peet who has been pro-
moted to the position of deputy
administrator under Mr. Tanzer.

Carl A. Haugerud, Salem, former
secretary for the state board of

control, will serve as deputy ad-
ministrator under Mr. Silver.

tious when it comes their time to

take the wheel.

There's no copyright or patent·
on what Tampa is doing for its
children. You and otherconcerned

parents in your community can do
it too. Write The Executive Sec-

retary, Independent Insurance
Agents Association of Tampa, P.O.
Box 18064,Tampa,Florida33609.
They'll be happy to send you "How
To Build A Safety Village." It tells
you how to enlist the cooperation
of local officials, merchants, build-
ers and educators. What it doesn't

tell you is this: We at The Atlantic
Companies are proud of what our
Independent Agents are doing.
Proud enough to run ads about it.

The Atlantic Companies
ATLANTIC MUTUAL INSURANCE COMPANY CENTENNIAL INSURANCE COMPANY

Home ofice: 45 Wall Street. New York, N. Y. 10005
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1lk If you don't know
 ASK McGEE

SPECIALISTS IN

OCEAN

INLAND
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Computer environment and its effects
CHICAGO-The physical envi-.

ronment in which computer oper-
ations are performed can greatly
affect the efficiency of the opera-
tion. At the Business Insurance-

Computerworld computer protec-
tion/insurance workshop here

Herbert T. Walworth, manager of
special technical services for

Lumbermens Mutual Casualty

Co., explained several environ-
mental problems and solutions.

Noise, he said, is a primary fae-

tor affecting computer operations
because it can interfere with the

communication process and can
result in computer input error.

The Occupational Safety and
Health Act refers to noise level

standards established by the
American Conference of Govern-

mental Industrial Hygienists for
the conservationof hearing.

These levels, for the most part,
are higher than those normally
found in computer operations.

However, certain computer oper-
ations do produce noises sum-

ciently high to interfere with
cornmunication.

Common sources of interfering
noise, he told the workshop, in-

COMPUTER
WORKSHOP

clude not only the operation of
the computer equipment itself but
also typewriters, air conditioning
systems and telephone and face-
to-face conversation. The best

method of controlling these nois-

es, he believes, is at the source.
Sound-absorbing material in ceil-

ings and walls, he pointed out, is
of benefit primarily to people

outside the work area and, he
added, absorbs only the sound

that reaches it. "A person stand-
ing between the noise source and
the sound-absorbing material still
hears the same noise," he said.

NOISE GENERATED by equip-
ment operation can be reduced by
partial enclosure of the machin-
ery in absorbent material and
noise from an air conditioning
system, said Mr. Walworth, can
be reduced by removing the sys-
tem from the area or, perhaps,
switching to a central system.
Controlling conversational noise,
he added, is a matter of employe
supervision.

\Neve go-a new
D-_G ooan.

We've specialized in workmen's comp for 48 years.
And today we're known as -the fastest comp in
the West." But we're not just the fastest. Were the
most flexible.

We did it by living up to three little words: "Here
comes PEG.'Morethan justa slogan, it'sour business
philosophy It's hustle. Experience. Professionalism.

Now we're strengthening our position across the
country We've got a new PEG board. It's strategic-
ally covered with new offices and staffed with
experienced pros

Production and Underwriting Coordinators for
the entire operation are two of the best: Chuck
Farris in the West, and Frank Collins in the East. They
share the responsibility of keeping every PEG office
in the country up to our performance standards.

From this point on, we want the whole country to
think of PEG when they want workmen's comp,
tailored tofittheneeds of individual insureds.Watch
for us. Before you know it, we'll have a pace-setting
PEG operation in every major market in the country
"Here Comes PEG"

PACI' IC EMPI OVERS INSJRANCE COMPANY

on INA CORPORATION company

"High-frequency noise and the
variation of noise level usually
causes interference with commu-

nication," he explained; introduc-
tion of a constant sound, at a
level sornewhere between the

high and low ranges of the inter-

fering sound, will mask unwanted
noise. As an example, he noted
that the noise problem in a room

full of typists can sometimes be
ameliorated by the constant sound
of a fan in operation.

Studies of the effect of noise on

office operation are, in general,
difficult to substantiate scientifi-

cally, according to Mr. Walworth.
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Herbert T. Walworth

He mentioned one study, how-
ever, that reported that a reduc-
tion in noise reduced typing er-
rors 29 %, mistakes by machine
operators 52%, absenteeism 37.5%
and employe turnover 47 %.

Another environmental factor

affecting computer and other ma-
chinery operation, he continued,
is work room air contamination.

COMPLAINTS of headache and
dryness of throat and upper re-
spiratory tract have occurred

among photocopy machine opera-
tors, he said, and these symptoms
usually develop when machines
are located in poorly ventilated
areas or are operated continuous-
ly or become overheated. Com-
plaints are caused by breathing
the irritant ozone, a result of op-
eration of the high-voltage elec-
trical parts of the machine. Ozone
is an unstable, powerfully irritat-
ing gas but, said Mr. Walworth,
its irritating characteristics would
prevent anyone from staying in a
contaminated area very lang.

To correct an ozone problem he
recommended relocation of photo-
copy machinery to a better venti-
lated area or the use of exhaust
fans. By the time the ozone-laden

air reaches the outside, he added,
it is diluted and harmless.

Within Mr. Walworth's own

company a study of complaints of
eye and respiratory irritation

among workers in the punch card
section of the computer operation
was made. Between 100 and 200

employes were involved, he said.
Complaints resulted from expo-
sure to aldehydes, which are

chemical compounds obtained by
oxidation of primary alcohols.

The conclusion of the study, he

told the workshop, was that there
was air pollution from surround-

ing coal-fired furnaces and ciga-
ret smoking by employes, inade-
quate room ventilation and air
distribution. It was recommended

that the number of air changes in
the roonn per hour be increased

progressively until complaints
ceased. Chemical analyses were
made of air samples to determine
acceptable aldehyde levels. Mr.
Walworth emphasized that this

problem was not one of health
but of employe comfort, which
also can affect computer operat-

ing efficiency. •



Union charges leniency
in safety-health citation

WASHINGTON-The first cita-

tion issued by the Labor Depart-
ment under the new Federal Oc-

cupational Safety and Health Act
has been criticized by the Oil,

6 Chemical and Atornic Workers
Union for being too lenient.

The union-with help from
Ralph Nader and friendly legisla-
tors-filed a complaint with the
Labor Department on May 14
charging that conditions at an Al-

lied Chemical Co. chlorine plant
in Moundsville, W. Va., constitut-
ed an "imminent danger" which
warranted emergency closure.

The government didn't agree.
Instead it issued a citation on

May 28 which charged Allied
with a "serious" violation which
posed "the substantial probability
that death or serious physical
harm could result." Allied was

told it would be fined $1,000 if
things did not change, but the
company merely insisted that no
violation existed.

THE UNION IS concerned

about the possibility of chlorine
poisoning at the plant, while the
government has based its charges
on mercury spillages and vapor
concentrations which it says "sig-

nificantly exceed levels generally
accepted as safe."

"We feel the Secretary of La-
bor acted capriciously in not even
mentioning the chlorine problem
at this plant," union spokesman
Steve Wodka said in a press con-
ference here. "The fact that this

citation concerns itself only with
mercury poisoning and does not
even mention chlorine is incredi-
ble."

Dr. Sidney M. Wolfe Jr., medi-
cal consultant to the union and a
Department of Health, Education
and Welfare alcoholism expert,
charged that workers were being
exposed to at least three and a
half times the safety limit of

Atom users

get bonus for
good record

NEW YORK-Safety in the
atom-smashing business is not a
subject taken lightly.

The Nuclear Energy Liability
Insurance Assn. C NELIA) and
Mutual Atomic Energy Liability
Underwriters (MAELU) mailed
premium refund checks totaling
$1,017,609 to the firms they insure
against liability stemming from
atomic energy dangers. The mon-
ey represents about 97 % of pre-
miums put in a loss reserve fund
in 1961 and was refunded to 247

varied organizations that operate
nuclear reactors.

Under the rating system used
by the two pools, a large portion
of the premiums received from
the insureds is placed in a loss
reserve fund and returned to the

insureds after 10 years if not used
to pay losses. And, in the 14-year
history of the pools, no claim due
to the operation of a reactor has
ever been received. It is for that

reason that there is a growing
optimism regarding future loss
experience of the nuclear in-
sureds.

Premium refunds paid by the
pools so far total $2,567,736.

Every utility-operated nuclear
reactor in this country and vir-
tually all research and develop-
ment reactors and other nuclear

undertakings are insured by the
two pools. NELIA and MAELU
have a combined capacity of $82
million on each risk. •

chlorine. He based his findings on
urine analyses and said the re-
sults of his tests and similar tests

conducted by the government
varied widely. Dr. Wolfe also re-
ported he found "classical neurol-
ogical symptoms" of mercury poi-
soning among employes inter-
viewed.

Labor Department inspections
led to a report by Dr. P. G. Rentos
of the U.S. Public Health Serv-
ice's Bureau of Occupational
Health and Safety which said
"nearly all ambient air concen-

trations of mercury vapor far ex-
ceed the threshold limit."

Allied's position: "We have

never had a case of mercury poi-
soning diagnosed in our plant." •
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With most individual policy pension or profit-
sharing plans, an agent really has to work for his money.
Before and after the sale.

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

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

accident and sickness insurance

 OUNCANSON & HOLT, INC.Managers of the American Accident Reinsurance Group

99 JOHN STREET NEW YORK, N.Y. 10038 (212) 233-2016

AMERICAN ACCIDENT REINSURANCE GROUP
Aetna Life Insurance Co. Federal Insurance Co.

American General Life Insurance Co. Fidelity Mutual Life Insurance Co.
American Home Assurance Co. Globe Life Insurance Co.

American National Insurance Co. Great Southern Li fe Insurance Co.

Baltimore Life I nsurance Co. Guardian Life Insurance Co. of America

Bankers Life & Casuality Co. Insurance Co. of North America

Benefit Trust Life Insurance Co. Inter-Ocean Insurance Co. -

Celina Mutual Insurance Co. ITT Hamilton Life Insurance Co.

Constellation Reinsurance Co. Life hsurance Co. of California

Constitution Reinsurance Co. Metropolitan Life Insurance Co.
Employers' Mutual Liability Insurance Co. Mona-ch Insurance Co. of Ohio

Equitable Life Assurance Society of the U.S. Mona-ch Life Insurance Co.
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Monumental Life Insurance Co.

National Indemnity Co.
Occidental Life Insurance Co. of California

Pacific Fidelity Life Insurance Co.
Paul Revere Life Insurance Co.

Provident Life & Accident Insurance Co. 
Prudential Insurance Co. of America

SAFECO Life Insurance Co.

State Mutual Life Assurance Co. of America

Sun Life Insurance Co. of America

Travelers Insurance Co.

United States Fidelity & Guaranty Co.

The difficulty in selling our EBP plans is finding wvays
to occupy your extra time.

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

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

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

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

MUTUAL BENEFIT LIFE
THEMUTUAL BENEFIT LIFEINSURANCE COM PANY/NEWARK, N.J./SINCE 1845
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London ...
Continued from page 6
Lloyd's Underwriters Assn., fore-
east these changes when he met

shipowners at a Norwegian inter-
national exhibition in Oslo. He

told them: "The hull market has

lost money for most of the past
seven years, and if there is no
increase in rates, then capacity
will cease to be available.

"The annual increase of 10% is

not enough, and it will need a
20% rise in the next months to
make the account profitable
again."

Underwriters were facing in-
creased exposure through the ap-
pearance of mammoth tankers
and container ships, he pointed
out.

***

GOVERNMENT law officers

are probing the collapse of the
Vehicle and General Insurance

Co. which has left 500,000 people
uninsured. It dealt mainly in auto
risks, and outstanding claims
against it may top $12 million
from other people who had been
involved in personal liability ac-
cidents.

The probe, which began July 5,
will enable Justice Arthur James

to find if there was any failure by
government civil servants to spot
in time that the company was
facing a cash shortfall. Fears that
it was going bankrupt after oper-
ating for about ten years were

revealed by private accountants
who were called in to check its

corporate affairs.
Government agents have power

to act as "watchdogs" over all
insurance firms, and it is alleged
they were dilatory in realizing
that its claims-rate was outstrip-
ping premium income, even

though it is an ordinary business
insolvency with no suggestion of
fraud.

FEARS that international avia-

tion insurance might "get into a
muddle" were expressed by Peter
Martin, a London lawyer, when
he told airline executives in Brit-

ain that attempts to limit liability
to $100,000 per passenger might
not satisfy every country in the
world.

He suggested that unless the
limit was raised, passengers

might sue airlines first, and then
move on to claim damages from
component manufacturers as well.
"Every accident is almost certain-
ly due to the interplay cf all as-
peets of the operation of aircraft,
and this can give rise to claims
against aircraft manufacturers,
engine makers, and instrument
and component makers," he de-
clared.

He even forecast that air traffic

controllers at busy airports might
find themselves sued for damages
if liability limits were restricted
to airlines.

The solution, he urged, was for
a common convention covering
everyone involved in the opera-
tion of aircraft, so that higher
limits could be set and damages
shared by all parties. The U.S., he
pointed out, had talked in terms
of a $250,000 limit.

***

INTERNATIONAL aviation in-

surers were told of tremendous

hikes in U.S. pay-outs for air
crash claims when they met in
annual conference at the Hague,
Holland.

They were given reports from
the U.S. Civil Aeronautics Board

that average cost of settling pas-

senger death claims had risen in
the past four years from $18,600
to $80,000 for cases covered by
the Warsaw Convention and from

$85,000 to $195,000 for non-War-
saw cases.

Hans Caviet, president of the
International Union of Aviation

Insurers, told this to delegates

A contemporary look at your pension and profit
sharing portfolio performance.

Your business has changed,
innovated, reacted positively to
hundreds of different marketing
pressures in the past few years.
Pragmatic problem solving keeps a
corporation growing. Dynamic.

We've been active, too. Expanding
an Institutional Portfolio Department
staffed by many of the industry's
most experienced professionals.
Innovating significant computer data
analyses of pension and profit
sharing portfolio management.
Putting it all together in a highly

MEMBERS NEW YORK STOCK EXCHANGE INC:

individualized service. And helping
achieve specific investment
objectives with daily portfolio
monitoring and frequent,
personalized client reporting.

Results? More progressive
executives who prefer Pressprich
management of their P & PS plan
portfolios. We'd be happy to have
you analyze our track record
yourself.

If you haven't reviewed this critical
area of corporate finance recently,
perhaps it's time to contact

Rw. nressprich
BcarINCORPORATED

Institutional Portfolio Department (Bl)
80 Pine Street, New York, New York 10005

(212) 483-1100

Pressprich for our contemporary
point of view. Please call or write
Bennett S. Kopp, Manager,
Institutional Portfolio Services, or
John J. D'Luhy, Senior
Vice-President.

By way of introduction, Mr. Kopp
organized and was first Chairman of
the Portfolio Management
Committee of the New York Society
of Security Analysts. He remains a
Board member of that Society and
typifies the high caliber of
Pressprich professionalism.

BOSTON • CHICAGO • DALLAS • HARTFORD • PHILADELPHIA • SAN FRANCISCO • AMSTERDAM • LAUSANNE

when they met at Noordwij k,
Holland and added: "The world

aviation insurance markets proved
their value last year by providing
sufficient capacity for hull all
risks and legal liability for th@
airlines, manufacturers and avia-
tion industry generally. Such an
accomplishment has attracted the
attention of colleagues in other in-
surance fields."

He reported that world insurers
had paid out more than $166 mil-
lion last year for hull losses, in- .1

cluding the hij acked Boeing 747
jumbo jet in the Middle East.

This was twice the 1969 figure.
Note was taken of the protocol

to the Warsaw Convention, signed
in Guatemala City in March this
year, and the effect this would
settling passenger liability claims.

The delegates also got reports on
the capacity for hijack cover, and
the problem of noise and pollu-
tion perils.

***

FINAL WORD on auto safety
in Britain after Ralph Nader tried
to attack its regulations came
from the government's top man
on that subject, Transport Minis-
ter John Peyton.

Big firms like Ford and Chrys-
ler in Britain had already clashed
with Mr. Nader, who had chosen
to make his criticism in an inter-

view with a London newspaper-
man.

So far his remarks have found

little long-term reaction in the
United Kingdom, which prides it-
self on its own pattern of safety

checks, such as those made every
year on any vehicles more than

three years old. Normal consumer
reaction in any case in a tight-
knit community would soon hit
any manufacturers who failed to

maintain safety.
Minister Peyton declared that

Britain "did not relish being lee-
tured on auto safety," and that "a
framework of safety regulations
has been developing in Britain
for more than 40 years, and we
do not feel obliged to adopt with-
out question a mass of new regu-
lations simply because another
country does so.

"If British manufacturers sell

to the U.S. or other foreign mar-
kets they comply with the regula-
tions in those countries.

"But there is room for some dif-

ference of opinion on such rnatters
as windscreen glass and the value
of headrests. We are moving to
uniform standards with other

countries as far as we can."

He claimed Britain's death rate

per 100 million vehicle miles was
around 2.8, compared with more
than four in the U.S. •

Seeks more

money for
safety act

WASHINGTON-The Occupa-

tional Safety and Health Act
"will become nothing but harm-
less bits of parchment" if not
backed up by enough money to
enforce it, according to Jack Bei-
dler, United Auto Workers legis-
lative director.

Mr. Beidler testified before the

House appropriations subcommit-
tee on the Labor and Health, Ed-
ucation and Welfare budget for
fiscal 1972 that the $150 million
being sought is "like asking for

pennies when we need dollars."
The UAW regards $2.2 billion, to
be spent over the next five years,
as a more realistic figure.

Mr. Beidler noted that only
250,000 inspections could be made
under the best of circumstances

during the first year with the

1,000 inspectors the Department
of Labor seeks. •



Syracuse U. claims it
pays less for coverage

SYRACUSE, N.Y.-The insur-
ance consultant for Syracuse Uni-
versity has claimed that SU's net
insurance costs are the lowest

among colleges and universities
of its size and kind for compara-
ble coverage.

Maurice W. Pomfrey said that
the rate has remained a fairly
constant 1 % of the school's oper-
ating budget. This is in the face
of a proclivity among insurers to
raise rates for colleges and uni-
versities.

"Anyone who knows anything
about insurance knows we pay a

lot," he said, adding that the uni-
versity insured $123 million

worth of property, "but a close

working relationship with insur-
ance carriers and good safety en-
gineering have made SU an ex-
cellent risk."

While admitting that some

schools had lost their coverage or
had their premiums summarily

hiked after campus troubles last
year, he said that Syracuse had
not faced the problem.

"INSURANCE COMPANIES

were writing policies from head-
lines. It was, in many cases, an
over-reaction," he noted.

However, he felt that radical

outbursts were not the only rea-
son for the high-flying rates. He

explained that insurers, as late as
five or six years ago, had gone

Here' s how...
Continued from page 8

Sentry is a large company in a
small town and that I have many

friends in the company. If ever I
happened to be in Stevens Point
when the board was meeting, I
would attend."

• To the question of whether
he received a June, 1969, memo
from Sentry General Counsel
Mark Makholm warning of "re-
verses with the Securities and
Exchange Commission," he said:

"I don't recall the memo, but if
it says I got it, I guess I did.
Mark and I used to write to each

other about our families and

things and if it says I got the
memo I'm sure I did."

• Asked if he acted on the

memo by contacting the SEC or
members of Congress or their
staffs, Mr. Froehlke said:

"No. The only thing I've done
for people since I've been in
Washington is arrange tours of
the White House or seats in the

Congressional galleries, and these
things only for old friends who
happen to visit here."

• Mr. Froehlke was asked

when he withdrew or decided to

withdraw as a $200,000 partici-
pant in a loan program with the
Chase Manhattan bank which

would have allowed him and 32

associates to gain 90 % voting
control of a stock company suc-
cessor to Hardware Dealers Mu-

tual Fire Insurance Co. His an-

swer was:

"I felt the reorganization as
proposed was a good move for
the company and a good move for

stockholders, including myself. I
would have participated if I had
stayed with the companies. I was
never asked for a staternent of

withdrawal from the Chase Man-

hattan arrangement because I
never signed anything in the first
place.

"Naturally, when the thing be-
canne controversial (after the

Senate antitrust and monopoly
subcommittee report) I withdrew
because I would never be in-

volved in anything controversial
that would embarrass this Ad-

ministration." •

out of their way to write policies
for schools and colleges, The
rates, as a result, went lower and
lower.

"They drove the rates down to

get prestige risks, but it didn't
work," Mr. Pomfrey pointed out.
"In one case, $3 million of school

property was insured for a $900
premium."

Noting that a number of small
claims had then driven the rates

higher, he said, "Companies

found it easier to cancel policies
or impose large deductibles to

discourage the constant filing of
small claims. And they stopped

their aggressive campaigning for
new business. They found they
could get all they could handle
from their old customers." •

t
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International Insurance
• Insurance

• Compensation

• Employe Benefits

· Safety/ Security
• Loss Prevention

• Pension Investments

SPECIAL ISSUE:

AUGUST 30

ad closing: August 18
Be there with your dominant message to reach the
decision-minded corporate managers responsible
for protecting foreign-based assets and employes.

business insurance
for buyers of employe, property and liability protection • pension investments • financial services

N.Y.: 630 THIRD AVE,
(212) 986-5050

o CHICAGO: 740 RUSH ST. L.A.: 6404 WILSHIRE BLVD.
(312) 337-5200 (213) 651-3710

 "FEE, FIE, FOE, FUM':..

The giant roared his might. But in the end...he fell. Sometimes industrial giants topple, too,
because of a fire or other casualty. If your plant is worth $1,000,000 or more, you need us ...
Protection Mutual.

We'll do our best to make sure you never fall. With "Pre-Engineered Protection." A complete
corporate insurance coverage plan tailor-made to fit your specific requirements. A Protection
Mutual engineer will conduct a detailed inspection of your plant, establish employee educational
programs and show you ways to increase property protection and decrease premiums.

Because the bigger they are, the harder they fall. And that's why you need us. Protection Mutual.
Call or write for our booklet "Property Conservation."

'BG,42 A FULL SERVICE CORPORATE INSURANCE PROGRAM

2/32hto PROTECTION MUTUAL
i<*,12-3; Insurance CoInpany
9 0

 7 E CT' EXECUTIVE PAZA • PARK RIDGE, ILLINOIS 60068 0 {312) 825-4474 <S, A Factory Mutual Company
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Career...
Continued from page 16
year we convened a panel of em-
ployes who designed their new
outfits after we had taken a gen-

eral survey of peoples' opinions."
According to several experts

contacted, employe participation
is very important in their accep-
tance of career apparel. "It can-
not be forced on them or it be-

comes 'issue' clothing and is re-
jected," said one source at E. I.
Du Pont De Nemours & Co.,
which produces a maj ority of the
special fabrics used for career ap-

parel around the country. "They
must be involved in the design
and selection of their corporate
fashions. Without that involve-

ment the program can seldom
succeed."

THE FIRST Pennsylvania
Bank's program seems to be suc-
ceeding because of employe in-
volvement and diversity of cloth-
ing. Mr. Butler said that hot
pants were offered as an optional
part of the set, which includes
nine pieces for women (a j acket,
a skirt, slacks, a tunic top, a vest,
two blouses and two dresses) and
slacks and blazers for men, all

done in navy and a coordinating
lime green. "Employes have had
only one complaint in the past,"
said Mr. Butler. "They did not
like having to wear basically the
same thing every day. But the
new outfits have 44 possible com-

binations, which should overcome

that problem.

"We are behind career apparel
because it gives a good image to
the public, who walk into a
branch and know immediately
who works there and who can
help them. It is certainly a good

benefit for employes, particularly
for women who have been house-

wives and are just returning to
the working world. They seldom
have a wardrobe that is keyed to

their new needs, and career ap-
parel takes care of the problem."

Mr. Butler also said that a low

rate of employe turnover might
be partly attributable to the
clothing, although he noted that
the tight labor market is also a
factor, "Our biggest surprise," he
concluded, "has been that young
girls coming to work at the bank
from parochial schools like the
clothing, even though they've
been in uniforms for years."

Career apparel is big business,
and it's beginning to attract the
attention of some of the big
manufacturers of regular cloth-
ing. According to a study by E. I.
Du Pont De Nemours & Co., the
potential for career apparel is
$600 million a year in garrnent
sales. Only about 10% of this po-
tential is realized to date.

"ALL THE BIG dogs are trying
to get into it," said Morris Week-
sler, president of Starflite
Uniforms Inc. in New York.

"David Crystal, Herman Marcus,
Evan-Picone-they'd all like a
piece of the action. But all they
can handle are big jobs. They're

- San Diego, California

Low Cost NORMDA

U Itrasonic Detector System
Gets UL Listed
Perfect for protecting retail stores, offices,
small warehouses and computer centers.

SAN DIEGO, Cal. - NORMDA Industries, the nation's lead-
ing manufacturer of ultrasonic security systems, has just
received full UL listing on their new ES-500, low-cost, ultra-
sonic intruder detector designed for protecting a company's
physical assets.

"This new unit", according to C. H. Peterson, President of
NORMDA, "is the best ultrasonic that's available on the
market today ... and I'll stake my reputation on it. Not
many small security systems are UL listed, so our new ES-500
represents a real breakthrough. The ES-500 will play an
important roll in providing low cost installations in busi-
nesses where large UL listed systems are not practical."

NORMDA Industries is the leading manufacturer of ultra-
sonic security systems, with a world-wide marketing and
service network. More than 11,000 NORMDA ultrasonics are
in field use throughout the U. S.

The new, UL listed, ES-500 ultrasonic uses an all-metal
chassis enclosed in walnut. It has a walk-test light, standby
battery, R.F. shielding, tamper switch, rear access range
control, and operates on low voltage 12 VAC primary power.
Mounting hardware is included and a full year's warranty.
For further information write: NORMDA Industries, Inc.,
6330 Riverdale Street, San Diego, California 92120 or tele-
phone (714) 283-2033.
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just not able to outfit the little
company with 10 employes."

Mr. Wecksler's company has
supplied blazers to Volkswagen
sales offices and outfitted tax

collector's offices, travel agents
and a "chicken-plucking company
in Delaware."

Herbert Weinber of Angelica
Career Fashions Co. in Long Is-
land City said Evan-Picone Inc, is
not in the uniform business. "An-

gelica has the right to use Evan-
Picone's facilities," he said, "but
Evan-Picone is not in the busi-

ness as such. Angelica uses the
Evan-Picone concept of selling a
package: an ensemble of eight
garments."

Mr. Weinberger pointed out a
problem that appears to be one of
the biggest pitfalls of career ap-
parel. "Continuity is the key," he
said. "Everyone can sell a compa-
ny the first time, but can the
customer corne back in six

months or a year looking for a
particular dress in, say, size 12?
The key is to have an in-stock
program." Mr. Weinberger said
employes at companies that he
has outfitted are always a little
apprehensive at the start of a
career apparel program. "But
they find that they'll save around
$300 a year and begin to like the
idea. Even if they pay themselves,
it's tax deductible. And girls dis-
cover they don't have to compete
about clothing any more,"

"PUTTING PEOPLE in an

identifying uniform is the point,"
said Jack McCarthy, president of
Profiles Inc. "Companies whose
primary product is service need
all the help they can get to dis-
tinguish themselves from their
competitor5. Career apparel is es-
pecially big in banks, insurance
companies, car rental agencies,
door-to-door sales companies-
that sort of thing.

"The most interesting develop-
ment in the field is multiplicity of
wardrobe," he said. "The fatigue
factor involved in 18 months of

wearing the same dress and jack-
et is enormous, but now we're
developing eight- and 10-piece
wardrobes that can be worn more

than 17 different ways. This

clothing usually saves a girl $300
to $500 a year. Times are rough
and companies can't afford raises,
but this kind of benefit is good
for employe and employer both,
and can be an added incentive in

job recruitment and cut down on
turnover. Banks have a big prob-
lem, for example, keeping tellers.

Mr. McCarthy said a problem
for C/A manufacturers is that

their garments must look good on
all different types of wearers,
from the teenage girl to the el-
derly woman. "We must create
certain kinds of lines that maxi-

mize most bodies," he said. "Also,
there must be a consistent stand-

ard of quality to withstand day-in
and day-out wear. Our garments
must be built like Patton tanks but

look like fashion.

"This kind of quality and unity
of appearance is terrific for a
service institution. Career apparel
has charisma," he concluded. •

New FCIA office

A new regional office, at One
Embarcadero Center, San Fran-
cisco, has been opened by the
Foreign Credit Insurance Assn.,
which represents 50 of the na-

tion's leading casualty and ma-
rine insurance firms. FCIA chair-

man Thomas M. Torrey said,
"This move to new and larger
quarters is an indication of the
tremendous interest in export ex-
pansion now being shown by the
San Francisco Bay area business
community." The FCIA works
jointly with the Export-Import

Bank of the U.S. in promoting
credit insurance to U.S. exporters.

Bank Clearing House
studying self-insurance

NEW YORK-The 11-member

New York Bank Clearing House
Assn. is studying the feasibility of
self-insuring a sizable portion of
its operations, according to Wil-
liam S. Renchard, president of
the association and chairman of
the board of Chemical Bank.

He said that self-insurance

may become necessary in the near
future because the insurance mar-

ket has been shrinking and rates
have been skyrocketing. However,
he, and just about everyone else
involved in the possibility, was
quick to point out that the plans
for the banks to form an insurance

pool were only in the talking
stages.

The furor which led to the

point of self-insurance began last
December when Continental In-

surance announced that it would

not renew blanket bond coverage
for the banking community here.
The insuror said that experience
on blanket bond insurance had

been adverse over the past few
years. Had Continental, one of the
largest underwriters of such cov-
erage, actually withdrawn from
the field, banks would have been
stuck with millions of dollars
worth of securities and no insur-
ance on them.

HOWEVER, AFTER a series of
meetings with Treasury Depart-
ment officials and banking repre-
sentatives, Continental agreed to

extend the coverage for a speci-
fied period of time ( Business In-
surance, April 12). In return for
the extended coverage, the gov-
ernment agreed to try to secure
passage of a bill which would
provide for immediate redemp-
tion of lost or stolen government

securities. The banks promised to
step up security measures, mainly

implementation of the "book en-
try" system of making transac-

5000 Agents
carl{ be wrong I

tions.

Lack of security on the part of
banks has been one of the main
reasons for the tremendous rise in
rates and deductibles. Millions of
dollars in securities are either lost

or stolen every year. For example,
in 1969, embezzlers got away with
$16.9 million, according to the
American Bankers Assn.

A spokesman for the New York
Bank Clearing House Assn. told
Business Insurance, "We are very
serious about this self-insurance

thing. We almost did it in Decem-
ber. The situation is not nearly as
bleak right now as it was then.
We are working hard on the book
entry systenn and the governrnent
is pushing the immediate re-
demption bill, so things are not
all that dark. We don't want to do

this, but we will if we are given
no alternative."

He also noted that the study,
which was undertaken in Janu-

ary, could possibly point out other
areas, aside from blanket bond,
where self-insurance could be of
use.

Just how serious the association
will be when the time comes re-

mains to be seen. As the insur-

ance manager at one of the mem-
ber banks looked at the situation,
"It's just in the talking stages
now. You hear all this talk but

our bank won't be self-insuring
anything tomorrow." •

Feder opens office
Ollen S. Feder, associated since

1969 with Levison Insurance and

Diner-Levison, has opened an
office at 30 Sansome St., San
Francisco, where he will specialize
in the design and supervision of
deferred compensation, profit-
sharing and pension plans, em-
ploye benefit programs and corpo-
rate and estate insurance plan-
ning.

A line policy. competitive rates and unexcelled service are the reasons
Agents recommend AOA with confidence, knowing that clients have the
best, most dependable coverage engineered by the nation's top aviation
underwriters.

When the Agent is in the picture the Insured knows that policy
analysis. coverage protection and cost have been surveyed for him by
his representative. not a company employee.

Agents are ··in" with AOA because they have proven that
desirable insurance prospects take the greatest care in the

way they spend their insurance dollars.

After all. 5.000 Agents can't be wrong.

AVIATION OFFICE OF AMERICA

1

7025 EASTEX FREEWAY/BEAUMONT, TEXAS 77706 / TELEPHONE {713) 892-7025 /CABLE: FOLMAIRINS
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AMERICAN BUSINESS WANTS
m WIPE OUT THIS NEIGHBORHOOD.

Right now, the dreamers and doers
of business are plotting rhe end cf
neighborhoods like this.

On the boards right now are
whole new approaches tocity living.
Ways of changing our cities from
concrete wastelands into places
where people can live. Without be-
ing kerded into 50-story nightmare
apartments.

On and on, the ideas keep com-
ing. Ideas from engineers, designers,
architects, sociologists. psychol-
ogists, government agencies.

Problem-solving ideas are
found in the American business

press. In its editorial pages and in
its advertising pages, too.

And American business and

professional men act upon the ideas
they find in their favorite business
magazines. That s what makes the
business press such a potent adver-
tising medium.

That's what makes it

The American Edge. For
more information, write
us at ABP.

The American Edge
is that competitive edge
th£ business publications
give you. When you read
them. Vwhen you advertise
in them

THE AMER CAN EDGE:
THE AMER CAN BUSINESS PRESS
205 East 42nd Street, New York, New York 10017
The American Business Press (ABP) is an association of over 500 publications
serving business, industrial and professional audiences.

BUSINESS INSURANCE a member cf ABP
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Avoid discriminatory no-fault plans: Palmer App
CLEVELAND-An insurance

executive has warned risk man-

agers against no-fault auto insur-
ance reform proposals that favor
commercial vehicles over private
passenger cars or vice versa.

Palmer App, vp of Lumber-

mens Mutual Casualty Co., Chica-
go, told the Cleveland-Akron

chapter of the American Society
of Insurance Management that

there are inequities in the plans
offered by the American Insur-
ance Assn. ( AIA) and by former
Insurance Supt. Richard Stewart
in New York.

"The AIA complete protection
plan appears to favor corporate

fleet owners and truckers. Hcw-

ever, the AIA has periodically
studied ways in which commer-

cial vehicles would be required to
bear a larger total share of the
cost. This would seem inevitable,
as the general public could hardly
be expected to accept discrimina-

tory rate treatment favoring those
who make very extensive use of
public highways," Mr. App said.

AN OBVIOUS inequity of
New York's Stewart plan is that
owners of commercial vehicles

(e.g. trucks and cabs but not bus-

es) would be strictly liable for
injuries to occupants of all pri-

Government crime cover

will be available Aug. 1
WASHINGTON-T h e govern- metropolitan area.

ment's crime insurance program In addition, premium rates will
gets off the ground Aug. 1 when be uniform throughout a standard
policies become available in 11 metropolitan statistical area; that
states and the District of Colum- is, rates will be the same in the
bia, where private insurance is inner city as in the suburbs of the
not available at a reasonable rate. same metropolitan area.

Under the final regulations California and New York are

governing the plan passed by currently considering their own
Congress last year, maximum state crime insurance programs
coverage is $15,000 for commer- and if acceptable plans are adopt-
cial property and $5,000 for resi- ed federal insurance will not be

dential property. Losses covered made available in those states,
are burglary, robbery, vandalism according to George Bernstein,
and other criminal activities. fedeal insurance administrator. •

Policies for business with gross
receipts of more than $50,000 will Alcoholism committee
be sold with deductibles of $200

or 5 % of the loss, whichever is The Washington Insurance

greater. Businesses with receipts Council has formed a steering
between $25,000 and $50,000 will committee to develop a program
have deductibles of $150 or 5% to combat alcoholism in that

and those with receipts of less state. It will explore the effects of
than $25,000, as well as residen- alcoholism in society in an at-
tial property, will carry a deduct- tempt to develop effective ways
ible of $100 or 5%. to apply the resources of the in-

surance industry to the solution
THE DEPARTMENT of Housing of problems.

and Urban Development will ad-
minister the plan. States included , i
in the program are California, Con-

u.K. fire seminar
necticut, Illinois, Maryland, Mas- Fire losses cost Britain's paper
sachusetts, Michigan, Missouri, New industry $20 million a year, so
York, Ohio, Pennsylvania and risk managers involved in the
Rhode Island. problem are being invited by the

Premiums will be based on a nation's Fire Protection Assn. to
formula that reflects crime statis- attend a five-day seminar on the
ties compiled by the Federal Bu- topic to examine risk-evaluation
reau of Investigation for each procedures.

Your next

insurance manager
is probably reading
business insurance

right now
He may be an employe benefits, risk or insurance man-
ager, treasurer or director of personnel. So, if you are
looking to fill that important position of responsibility in
your organization why not run a display Career Opportu-
nities ad in the publication that reaches more such spe-
cialists than any other. Let us help you with your execu.
tive search. This ad costs only $162.00.

business insurance
740 Rush St., Chicago, 111. 60611

. . . reaching 35,000 plus specialists, including in-depth
penetration in the 14,000 leading U.S. corporations.

vate passenger vehicles injured in
a collision with a commercial ve-

hicle regardless of how the acci-
dent may have occurred."

The Hart-Magnuson bill, S. 945,
requires that the net economic
loss of an occupant in a commer-
cial vehicle would be paid by the
insurer of that vehicle. When a
motor vehicle in an accident is

"larger than an ordinary passen-
ger automobile," the insurer of
the larger vehicle is responsible
for a percentage of any net eco-
nomic loss paid.

"A House version of the Hart-

Magnuson bill, HR. 7514, does not
provide for any special treatment
of commercial vehicles. This

change may reflect an anticipated
adverse reaction from commercial

operators to the approach in S.
945. However, the whole commer-
cial car problem will come up

DOT ...
Continued from page 10

need it are able to buy it at rea-
sonable premiums. Congress will
review the course of the program
and, hopefully, be able to return it
to the states and the insurance in-

dustry.
Sen. Beall feels there is an im-

mediate need for catastrophic ill-
ness coverage and feels confident
that this Congress will pass at
least that minimum protection,
for those who do not presently
have it.

REP. BARRY Goldwater (R-

Cal.) Jr. said that the federal gov-
ernment paid all the $400 million
of emergency aid to California
earthquake victims recently to
reimburse them for damages not
covered by insurance as well as
to reimburse the state for repairs
to its properties. Rep. Goldwater
said that earthquake insurance is
very expensive in California, that
few people purchase it, and that
industry has not really made an
effort to sell it. He added that

earthquakes are less frequent in
occurrence than hurricanes and
that research done by his office
indicated that earthquake insur-
ance was profitable.

Ralph Waldo Emerson said,
"The less government the better"
and Rep. Goldwater concurred.
He felt that industry should work
out a program of diaster insur-
ance, possibly in a partnership
with the federal government, so
that it would not be necessary for
the government to do it alone.

He suggested that mandatory
earthquake or "natural disaster
insurance" would permit poolings

of premiums and losses, and al-
low substantial rate reductions.

Whdn asked whether he thought
that people outside of the earth-
quake area would be intersted in

purchasing this protection, he re-
plied that it could be included as

are all of the many risks now
covered under the extended cov-

erage or "all risks" policies.

Bruce B. Wilson, chief of the
consumer affairs section of the

antitrust ' division of the Justice

department, presented a detailed
discussion of the treatment of

consumer complaints by the Jus-
tice department and by the agen-

cies of primary jurisdiction such
as the Federal Trade Commission,
the Food and Drug Administra-
tion and the Department if Agri-
culture. He indicated that pro-
posed consumer fraud prevention
acts before Congress would pro-
hibit such actions as ( 1 -1 bait and

switch, (2) advertising merchan-
dise without sufficient supplies,
(3) selling old goods for new, (4)
rnisrepresenting functio·ns of
products or services and (5) mis-

whenever a revolutionary 'no-
fault' approach is adopted," he
said.

"Even if the initial version of

such a plan did not include spe-
cial treatment for commercial ve-

hicles, there would be a strong
tendency on the part of legisla-
tors to react later to complaints
and to add a provision to make
commercial vehicles responsible
for any damage resulting from a
collision with a passenger vehi-
cle," the executive warned.

MR. APP noted that "neither
the Guaranteed Protection Plan

(a no-fault proposal by the
American Mutual Insurance Alli-

ance) nor the Illinois plan pro-
vides for any special approach for
commercial vehicles."

"As in the present system, com-
mercial vehicles are not responsi-

representing quality of products.
The new legislation would give
consumers rights to bring individ-
ual and class actions after the

federal government has success-
fully prosecuted an action against
the offending vendor or manufac-
turer. He presently feels that
class actions have many limita-
tions, some of which are that it is
difficult to reach all of the mem-

bers of a class, difficulty in ap-
portioning judgments, legal fees
disproportionate to the rewards of
the individual class members, and
in general, felt that class actions
are not the panacea some mem-
bers of the legal profession claim
them to be.

When asked whether he

thought the federal government
would include insurance or spe-

cifically exclude insurance from
liability for class actions, he indi-
cated that there was no great
pressure to eliminate insurance
companies from such legislation.

Federal Insurance Administra-

tor George Bernstein indicated
that about 70,000 flood policies
have been sold, far less than the
originators of the program had
contemplated. This is a case, he
said, of the people clamoring for
a product and then not buying it.
Their failure to exercise their

right to purchase this protection

ble for inj uries or damages re-
sulting from a collision with a
private passenger vehicle or any
other vehicle unless the operator
of the commercial vehicle was

negligent," he explained.
Mr. App told Business Insur-

ance that the Kemper Insurance
executives have carefully studied
alternative proposals for reform-
ing the auto victim compensation
system and that they have con-
cluded that what the public wants
is not necessarily "no-fault but
no-fuss." He said that the public
wants the decision problem to be
handled between the insurance

companies involved or by having
the settlement submitted by them
to arbitration proceedings.

"If we pass no-fault insurance
legislation and it doesn't reduce
premiums, there will be disen-
chantment," he said. •

then makes them ineligible for
further government flood aid. It
is a serious situation and the gov-
ernment is seeking more effective
methods of promoting this cover-
age. The government is suggest-
ing that banks, the Veterans Ad-
ministration and the FHA, for ex-
ample, require flood insurance on
any loans financed by them,
where such insurance is available.

He pointed to Minot, North Dako-
ta, as being an area in which
coverage was available, was gen-
erally ignored by the public, and
which then experienced a serious
flood having detrimental effects
upon the almost totally uninsured
community.

With respect to crime insur-

ance, he anticipates that about 12
states will be included when the
program becomes effective on

Aug. 1. At least two insurance
companies have bid for the privi-
lege of servicing these programs
in each of these states, so that
policies should be issued on the
Aug. 1 target date. •

Insurance counselors
Thomas P. Slavin and Craig

Templeton have joined to estab-
lish Insurance Design Associates,
Palo Alto, Cal., a new insurance
counseling service.
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Ifyouonlyhaveone
business-is there anyreason
you need more than one
business insurance policy ?

Nope.

-,7 No sir.
%0 If you have several differ-
ent policies, you probably have
several too many. Your coverage
might over-lap in someareas, or may
leave you unprotected in others.

Or both.

One policy is all you need:
Allstate's Business Package Policy.

Available in most states. Allstate Insurance Company.

It fits almost every type of business
and offers almost every type of
coverage.

All your Property and Liability
insurance is in the package. Plus,
if you want it, Automobile, Busi-
ness Income, Burglary, Vandalism
insurance... the works.

As much or as little as you want.
It's simple: one premium, one

agent, one company. And just one
more reason you should hook-up
with Alistate.

If you're like most, you'll save
money.

Think one: Allstate. Next time
you need a
quote, call us. All state®
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