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WASHINGTON-The final report of the National Commis-
sion on State Workmen's Compensation Laws, due in July,
will recommend-unless something drastic happens in the next
week or s-a unique strategy that retains the essential
strengths of present state compensation laws while providing
impetus for change.

Basically, the commission will recommend a federal law with
Thinimum standards. But, significantly, the federal law will not
directly pre-empt state laws after a grace period for state legis-
latures to act, as in the Occupational Safety and Health Act
of 1970.

The trigger for change that the majority of commissioners
now favor is in the federal courts. Essentially, the federal law
would allow a claimant to bring an action in court for any dif-
ference in wage replacement benefits, medical coverage or
other areas between the state law and the federal minimum.

To avoid this double liabil- takes them back to the early
ity, employers will then pre- 1900s, when progress in this
sumably do one of two things: field was limited by the speed
Purchase insurance polieies with which lengthy and con-
covering the additional risk, tentious court cases could be
or urge their state legislatures completed. Certainly, Sen.
to amend the state act to pro- Jacob Javits (R.-N.Y.) and
vide coverage at least as broad labor and public welfare com-
as the federal coverage. mittee chairman Sen. Harri-
son Williams (D-N.J.) will

TO AID claimants in filing favor a more direct federal
these cases, the commission is role in any needed changes in
leaning toward recommend- workmen's compensation laws.

Continued on page 2
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WASHINGTON-The Federal

ing that U.S. attorneys be em-
powered to bring these cases
on their behalf. The govern-
ment would thereby provide

workers with attorneys to sue
the employers, while employ— Insurance Administration, which
handles the government's flood

ers (or their insurance com- insurance program, said only 30
panies) would have to bear properties, mainly private homes,
the cost of defense. out of more than 1,000 structures
either destroyed or damaged in
The commission strateg the South Dakota flood disaster
will no doubt spark contro- had federal flood coverage.
"It's especially unfortunate be-
the had been

versy. Business interests will

cause

. coverage
have reservations about the available there for mor than a

"double jeopardy" implica- year," an FIA official said. He
tion. The basic "no-fault” un- said the Rapid City area became
part of the program in April,
derpinning of workmen's sorn- 1971. Under terrns of the pro-
pensation will have been gram, private homes can be in-
sured up to $17,500 plus $5,000 on
contents and businesses "or any
Workers and unions will other property” can carry up to
that $30,000 with $5,000 on contents.

John Edelman, General Ad-

drastically altered.

protest loudly the

commission's recommendation . . .
justment Bureau claims supervi-

il._/7diliA A __.

page 51

June 19, 1972

A protective sprinkler system was in the process of installation at the time of the fire ti-at caused nearly $1
million damage to Stanford University's Encina Hall.

-Wide World photo

Fire cover split among 18 carriers

STANFORD, CA.-Bob Beth,
whose office suffered through the
$1 million fire at Stanford Uni-
versity's Encina Hall on June 7,
isn't exactly sitting at a charred
desk but he told Business Insur-
ance, "My carpets were badly
damaged by water and it's so
humid in here that I'm consider-
ing growing mushrooms and or-
chids.™

Mr. Beth, the university's direc-
tor of risk management, has
tallied a loss figure of approxi-
mately $920,000 from the fire so
far. "That may be a little high,
but it's a pretty good ball park
figure," he said.

At the time of the fire a sprink-
ler system was being installed
in the building and he noted:
"Another 60 days and we'd have

sor in Minneapolis, told Business
Insurance that because only
emergency phone calls have been
put through to the devastated

area GAB "had no definitive in-
formation on losses.” GAB was
first able to get into the area on
June 12 and, other than "three
district people,” he was unsure of
the number of GAB men in Rap-
id City.

IN AN ATTEMPT to contact
South Dakota Insurance Com-
missioner Ralph Nauman, four
days after the disaster, Business
Insurance was told by the depart-
ment switchboard operator, "The

office is empty because everyone
is at the National Assn. of Insur-
ance Commissioners meeting in
Denver.”

According to early FIA esti-

been in good shape."” The original

building constructed of

was
sandstone with wood floors and
roof in 1891; a central section
was modernized with reinforced
concrete in 1959, and a wing was

currently being remodeled, he

said.

PROPERTY DAMAGE insur-
ance for the university is "pretty
evenly split between 18 different

carriers,” according to the risk
manager, and there is a $500,000
deductible on the coverage. "We
have the reserve to cover that,”
he continued, "because we've been
setting aside $400,000 a year since
1971."

He listed a rough breakdown of

the damages: $450,000 for build-

nnates, federal coverage of losses
in the flood is between $200,000
and $300,000 or a minute fraction
of projected losses in the Rapid
City area. Noting that flood in-
surance isn't available privately,
the FIA official said that in
many individual cases where
coverage had been obtained "the
payments won't be much, but
they're better than nothing." He
said a breakdown of individual
policy amounts was not yet
available.

Because of the "disaster area”
designation, homeowners and
businessmen who want to rebuild
qualify for Small Business Ad-
ministration loans with the first
$2,500 written off. "This doesn't
do much for the guy who needs
$20,006 or $40,000 to rebuild,” the

FIA man stated. "He'11 be paying

ing reconstruction, including de-
molition; $100,000 for water dam-
age; $200,000 for equipment dam-
age and $100,000 for various
equipment repairs.

"Actually, we were fortunate,”
said Mr. Beth, "because there
was little fire damage to office
contents; it was mostly water
damage."” He said that offices on
some floors had to be relocated
temporarily but that it was only
about half a day before things
were functioning normally. Fire
damage repairs, he estimated, will
take about six to eight months.

According to Mr. Beth, the 10-
cal fire marshal has definitely
determined that the fire was
caused by a "human element,”
but whether it was arson or an

accident is not yet known. -

n Rapid City had flood cover

back almost all of it and may
still be making mortgage pay-
ments on the destroyed proper-
ty.

The official said anyone re-
building in the Rapid City area
will have to closely follow feder-
al guidelines on land use to re-
main qualified for government

flood insurance.

WWhile the number of structures
with coverage in the South Da-
kota disaster was. low, far fewer
federal policies-a total of two
-had been issued in the VWest
Virginia valley flooded by a dam
break Feb. 26. Some 4,000 people
lived in the stricken Buffalo
Creek area and were eligible.
The flood left 118 dead and seven
missing and caused property
damage of between $10 million
and $50 million.



2/business insurance, June 19, 1972

Say comp unit wi// recommend federal standards

Continued from page 1

On the other hand, the White
House-to borrow a phrase from
the President-has made it "per-
fectly clear"” that it has major res-
ervations over federal intrusion
into workmen's compensation.
President Nixon made no bones
about this when he reluctantly
signed the bill extending federal
black lung compensation for 18
months.

In recommending a low-profile

federal role in workmen's com- .

falls of previous Administration - Higher benefit levels, with empt employers classified as of the state's avera

blue ribbon panels, whose recom-
mendations were either singled
out for vilification in lightning

such levels tied to the average
wage in the state.

rod speeches by Vice President - Coverage of all occupational

Spiro Agnew or ignominiously
ignored. Examples were the com-
missions on marijuana, pornogra-
phy and population control.

THE WORKMEN'S compensa-

tion commission panel's basic rec-
ommendations will be that:

The integrity of state work-

diseases.

Along with an increase in ben-

small business. Only 16 states
cover farm workers and only
nine cover domestic workers.

ONLY - TWO STATES cui-
rently meet all of the Labor de-

efit levels, the commission is partment's 16 recommended min-

likely to recommend stricter lim-
its on payouts for pernnanent
partial in- uries. The commission's
staff analysis indicated that pay-
ments for these minimal injuries
exceed in real dollars the impact

pensation changes, the commis- men's compensation laws be of the iréjtlé% on the employe's

sion is hoping to avoid the pit-

If you don't know

ASK McGEE

SPECIALISTS IN
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INLAND

LOSS PREVENTION

Wm. H. MIGee & Co., Inc.
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maintained.

- Federal legislation be en-
acted setting minimum standards.

- Employes be permitted to
bring an action in court for the
difference between federal and
state standards.

THE FEDERAL minimum
standards will probably include:

* Unlimited medical coverage;
75% of the states already have
this provision.

- Compulsory coverage of
every employer subject to the act
with no small business exemp-

tions.

» No occupational exemptions
for agricultural workers, or state
and local government employes.

g R

IRM

future p al earnings.

THE ACTUAL range of benefit
levels that the commission will
recommend is not yet certain.
Some commission members re-
portedly would like to recom-
mend a federal guideline of twice
the state's average wage while
setting the federally enforceable
standard (that for which the em-
ployer is liable) at a somewhat
lower figure.

In addition, the commission
may recommend additional pro-
visions making it easier to adjudi-
cate interstate accidents.

The commission members, and
most independent analysts, agree
on at least one thing: Present
st ate workmen's compensation
laws are inadequate.

For example, currently 18% of
the nation's workers are not pro-
tected. A total of 21 states ex-

4 *11'lilli

For Large or Small Capacity

Capacity to fit your needs - service unmatched for experience and
personal attention - 18 strong member companies - that'sthe IRM
story. We write qualified commercial risks on an individual basis.

Commercial Fire and Allied Lines - Sprinklered or non-sprinklered
properties from $150,000 up-with capacity in the millions available.
Commercial Inland Marine - Excellent facilities on big inland marine
lines from $50,000 to $1,000,000 and more.
Commercial Excess Coverage - Individual underwriting can -,elp
when you need capacity beyond the limits of primary insurance.
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* Millers Mutual ¢ Pennsylvania Lumbermens ¢ Pennsylvania Millers « Unigard Mutual « Utica Mutual

imum standards for state com-
pensation laws.

The Labor department has
long recommended that maxi-
mum cash benefits reflect 66.66%

te's . qe weekly
wage. Primarily due 1o state le-

gal maximums, only 10 states
now meet the standard.

The maximum weekly work-
men's compensation benefit for
all states averages 53 %.

Only 33 states provide full
medical coverage while many
others have statutory limitations
on benefits or compile lists of
covered diseases, which often are
outdated.

Jobless benefit crisis

in Canada now 'solved’

OTTAWA-Manpower and Im-
migration Minister Bryce Mack-
asey said he does not expect fur-
ther changes in Canada's new un-
employment insurance plan will
be needed for five years, when the
waiting time prior to receiving
benefits might be reduced.

Mr. Mackasey was appearing
before the Commons standing
committee on labor, manpower
and immigration, along with un-
employment insurance commis-
sion officials, to explain "diffi-
culties" encountered in January
and February with delivery of
UIC benefits.

Claiming that all problems
which resulted in payment delays
for large numbers of Canadians

last winter have now been

solved, the minister summarized
measures taken by the UIC office
to handle the crisis.

THEY INCLUDED estabish-
ment of "expediting” offices
across the country to aid claim-
ants, increase in telephone capac-
ity of UIC by 65 % and accelera-
tion of the first UIC cheque due
a claimant.

"In some areas, we are now
trucking around our own forms
to rnake sure they get to our
offices in time,"” Mr. Mackasey
said. "I'm not saying that the
mail system failed us but on cer-
tain occasions we were at the
mercy of the mail."

He said departmental commit-

tee is also reviewing Manpower
facilities across Canada and will
list Manpower offices where UIC
staff will be available for claim-

ant aid in the future.

However, the minister hailed
his revised unemployment insur-
ance plan as an advance and said
major changes could not be af-
fected without a diop in benefits,
or an increase in waiting periods
before funds would be provided.

"It's possible that in a year we
may review the plan for the sake
of a dime (change in rates), but
not really. In five years, we
might be looking at a reduction
of the waiting period.” -

GUIDE TO
FEATURES

Washington Watch . s 4
Info for Buyers ........... 12-13
Opinions -18

Dates for Buyers .....
London Line 32

Following the Funds . ....36
For the Record ....... ..... 41
Perspective .............. 45-46

Vol. 6. No. 13-Business Insurance is
published every other Monday at 740
Rush St., Chicago. Il. 60611. Con-
trolled circulation postage paid at

Chicago, Il. Copynght 1972 by Crain

Communications Inc.

ANNOUNCING

"A NEW FACILITY"

AMERICAN AVIATION UNDERWRITERS
HOUSTON, TEXAS

and

REPUBLIC-VANGUARD INSURANCE COMPANIES
DALLAS, TEXAS

are pleased to announce

their affiliation to write and service your aircraft
insurance nation-wide.

For full information and quotations-"rte or call

American Aviation Underwriters

Cravens, Dargan & Company Special Risks

P. O. Box 1660

Houston, Texas 77001

Phone 713 524-2131

Branches in Dallas * Lubbock « San Antonio « Tulsa * New Orleans



business msurance, June 19, 1972/3

Mainland China trade coverage is complex

By LYNN LATHAM arise I'm sure an equitable ad on a number of factors If aUS against it,” Mr Buxbaum noted
hoc solution would be worked firm already has blanket cover- One madJor obstacle to over-
NEW YORK-Surrounded on out age here, it probably wouldn't come in negotiations for insur-

four sides by samples of glass- "In fact, they've asked me to pay to switch On the other hand, 4, ance contracts or trade agree-

Wae. JIIVORS ANG CarRaIR oL e, aRoHL S UEAB G AL I e much.simpler for an * b 9 Tk e e ot oy

David Buxbaum, president of

be reliable for them to work with ing Chinese insurance to verify a Chinese insurance claim would
May Lee Import-Export Corp, in the United States | haven't his claims there," Mr Buxbaum be paid in Chinese yuan, and the
lsaned back in his chair to sur- L 44 time to follow throueh yet noted "If they do insure through nuances and difficulties of ex-
vey the mound of work that had Some of your readers might have the Chinese company, | m sure changing it still have to be
accumulated on his desk durlng some ideas " he suggested they will find them to be most worked out,” he remarked
his visit to the Canton Trade with a hopeful gllnt accommodating, offering very L I N Since 1950, when America
Fair reasonable rates " froze the Bank of China's assets
"It's really been hectic around "SUCH AN arrangement would May Lee, he reported, obtained here, and they in turn fro7e ours,
here lately," he sighed "I've only be beneficial to both groups For insurance for a variety of goods all trading has been negotiated
been back about a week, and we example, how would an Ameri- including carpets, essential oils, through approved third coun-
purchased a great deal of goods can insurance company go about scrolls, textiles, Jewelry and lac- | tries
at the trade fair for our company checking claims for a client who quer ware at rates comparable "Until we solve this, Ameri-
as well as negotiating agreements was exporting goods to China?" to, if not lower than, rates in the - I cans can't deal directly with
for other American firms he added U S The company's all-1 isk pol- China,” Mr Buxbaum comment-
“In terms of dollars we did a Mr Buxbaum IS hoping he can icy covered war risks but exclud- ed "May Lee has had to deal
substantial portion of all the untangle some of the insurance ed strike insurance because dthey primarily with English banks to
business conducted at the fair by problems as well as conduct don't have strikes, but we do IMmillg exchange currency
American companies We also trade agreernents, since his com- "I think it iS up to the United
found that complications in 4,y is in the enviable position "BUT WE didn't insist on it States to make the next move
©hinese trade included Insurancs  of having an open invitation to We don't anticipate any prob- David Buxbaum China has shown its willing-
agreements,” Mr Buxbaum add-  ot,rn to China to negotiate at lerns," he said glancing at the ness to resume relations by invit-
ed any time Chinese wares scattered about ing Americans to the fair, and
May Lee, incorporated in 1970 "As trade continues to open up, the office, perhaps to locate a irsurance business 'lt is quite they made it as easy as possible
to engage in trade with Asian U S firms will have the option Buddha to rub for luck concevaile that Ctnese firms for us while we were there Now
countries, is believed to be the to insure gOOdS with the Chinese American insurance companies expcnis-g goods cere would pur- we need to facilitate banking ar-

first of only about 30 U S busi- Of course, which country they might also receive good fortune chase Amer_can coverage-at rangements to accommodate our

ness concerns invited brY the chose to insure with will depend in the form of some of China's least there are no restrictions country's new relationships " «
Chinese to attend the month-long

fall session of the Canton fair
Said to account for about half of
the sales of China's $2 billion in
yearly exports, the biannual trade

event attracted businessmen from
more than 100 countries
WE HAVE SIGNED 26 sepa-

are considering four others," Mr H i i ki | / ggﬂ 1
chased a great deal of goods, we ation program company made a major survey of 5

Buxbaum noted "Since we pur- a sophisticated emergency evacu- Mutual-pnd with the insurance

had to insure them-which we On a Thursday afternoon last the seven floors Bache occupies

did through the People's Insur- month the compang with offices A report followed which made Pliplaj*41'klil'&_) 1

ance Co of China-and here 15 on seven floors at O Gold certain recommendations, includ- L=/FilliliwilttWILF"'VvVe/5 229//IR'EIl./....ill/,1...il...
where some problems arise " St, put two years of planning to ing evacuation routes, fire extin-

He smiled, stopped briefly to the test Result 2,000 employes guisher disbursement policy and
discuss a business matter with were evacuated from the building the proper marking of all evacu-
one of his associates in fluent in seven minutes ation routes

Chinese, then continued, "You According to Bache executives, More iha 2,000 2ache employes were evacuated within seven minutes

see, the Chinese do not have the company decided to draw up A SECOND phase of the pro- at the rain office of Biche & Co Ins_, New York City The evacuation
claims men or surveyors in the an emergency gamefplan two gram was the establishment of an dill v,as cco-cincted with New York City fire and police departments

States, so claims verification years ago when the firm moved emergency evacuation team un-

could be quite complicated ' its headquarters to the new der the direction of Paul Keme- O-her, and with a Dentral commu- as much as possible
An expert in Chinese law and building The decision, according ness, manager of office services nicaticns headquarters Cooperating with Bache for the
culture, Mr Buxbaum considers to Raymond M Patella, assistant Each floor was assigned a "floor According to Mr Patella, the ,drill were both the New York

the Chinese to be the fairest and vp and manager of Bache's m- captain” to assist personnel in company plans ti have future City police and fire depart-
most reliable people in the world surance department, was made as evacuating the premises The drllls The .irm hes also set up a ments Lumbermens Mutual also
"We haven't figured out the prac- a result of several fires and ex- evacuation team is equipped with safety committee whict regularly sent three men to the offices to
tical details of sub sta ntiating plosions in highrise New York walkie-talkies, permitting con- looks for possible safesy hazarcs observe the evacuation and offer
claims, but if the situation does office buildings in recent years stant communication among each and alterrpts to eliminate them iurther recommendations -

Bean balls and stubbed fingers
are in this risk man's daily line-up

KANSAS CITY, MO -In a on those port-ons of the complex this by covering all 25 rostered
hidden corner of Kansas City's insta._ed 1> she Royals is written players for catastrophe, with
aging Municipal Stadium, Doug- through Find_ay G Feec Inc of each man rated separately ac-
las L Adams, comptroller of the Kansas City According to Mr cording to his value to the club
Kansas City Royals Baseball Adams, coverage piovided Mann-Kline Inc, a subsidiary
Corp, surveyed the packing through <a few major carriers,” of Marsh & MeLennan, brokers

. crates clutterln his office and with_Fir.-nan's Ftnd neading the the policy through Insurance Co
0' said, "l can't wa% to get out of list The Noyals ., 1« "close to $2 of North America
here million" _r. _iability cover and Mr Adams pointed out that, in
/1 Next season, Mr Adams and "close k $1 m_llion" in property the event of such a tragedy, a
1 the rest of the Royals family will cover or :hei. staditin construc- team would be re-playered
4 1 O / be moving to their half of the tion, he noted through a League pool procedure
Harry S Truman sports complex, similar to the one used for begin-
a --i1now under construction in Jack- A PROPERTY-LIABILITY nlng a new professional baseball
son County, Mo The facility will program br the Roya.s' famlitie
consist of two separate stadiums, once constr,ction Is comgleted, is
one to be leased by the Royals, "still in t--e planning stages,” Mr WORKMEN'S compensation is
the other by the Kansas City Adams Explained 'We r- still carried through Fireman's Fund,
Chiefs The Jackson County trying tc determir.e ghat we ac- Mr Adams said, through a mas-
- Sports Complex Authority, a tuall> need wi thout over€xtend- ter policy containing a minor
- , subdivision of the State of Mis- ing " _eague coverage endorsement
-4 souri, owns and controls the basic Turning so other topics, the Since the minor league teams
facility, although the Royals will comptroller 70-.ed ttat catastro- span six states, he added, all
install and own spectator bum- phe cover, for such disasters as a workmen's compensation is writ-
ness suites, offices, a "watei team plar e Jra:h, is proi ided by ten through Missouri
spectacular" and other niceties an Acterican League policy that "We self-insure 99% of the
Fred Patek, Kansas City Royals' shortstop, will be playing in a new considered imperative in sport would compensate a-1 ini_vidual cases to keep our rates down," he
super-stadium next season when the team moves to the Harry S palaces today team for the l)ss of up to five commented, "If there were any
Truman sports complex, now under construction Property and liability coverage players The Royals supplement Continued on page 52

- = a_ -
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washington watch

Williams-Casey membership debate
aims for compromise denouement

By JOHN REVETT
Washington editor

WASHINGTON-While still
outwardly bristling, forces for
and against unrestricted stock
exchange memberships for insti-
tutional investors, including pen-
sion funds, insurance companies
and mutual funds, appear to be
heading for a compromise settle-
ment of sorts.

If worked out, the winding
down of the institutional mem-

bership battle would leave the
Securities & Exchange Commis-
sion fre-at least from immedi-
ate legislative blockades-to en-
force an order requiring all na-
tional securities exchanges to
sharply restrict institutional
membership. For the funds there
would be a chance for substantial
savings via removal by the SEC
of fixed broker rates for all but
under-$100,000 transactions, thus
permitting commissions on the
bulk of pension and other fund

investments to be negotiated at
lower broker rates.

AN AGREEMENT

knocked into a cocked hat along
the way by courts, but at present

could be

the signs of a compromise along
these lines are becoming clear.
They began to appear after SEC
Chairman William J. Casey and
Sen. Harrison A. Williams Jr.
(D.-N. J.) came out about even
in a power test over institutional
rrlennberships.

lnsurance

=

our

business.

AnNd we

INntend to
stay In It

Our business is providing insurance for
AmMmerica's businesses and families

through the independent agents and
brokers who share our belief that insur-

ance is a business for professionals.
Our business is creating flexible plans

of protection to meet the needs of most

people and individualized coverages for

Mr. Casey, who had been say-
ing something should be done
about institutional investors "un-
dermining the public character”
of the market, moved first. In a
letter to the presidents of all na-
tional securities exchanges, he
called for adoption of rules re-
quiring that by July 31 every
exchange member "have as its
principal purpose the conduct of
a public securities business.”
Specifically barred from mem-
bership, said Mr. Casey, who sent
along a proposed rule draft,
would be people or organizations
"whose primary function is to re-
bate, recapture, or redirect com-

missions," or otherwise carry out
stock transactions for "affiliated"
groups.

Institutional exchange mem-
bers whose main concern isn't a
public securities business would
be given five years to set up
programs for becoming primarily
public brokers, and this in itself
is considered something of a

those whose requirenents warrant them.
All at costs as comoetitive as prudent
management of the business will allow.

In short, we intend to stay in this busi-
ness in the years to come by doing in;
creasingly well what we have been doing

since our founding in 1842.

The Atlantic Companies

ATLANTIC MUTUAL INSURANCE COMFANY/CENTENNIAL INSURANCE COMPANY

45 Wall Street, New York, New York 10005

Underwriters of fire, Froperty, casualty, marine insurance

compromise by SEC hardliners
on the institutional membership
question.

But Sen. Williams' staffers-
both on his pension reform-
minded Senate labor committee
and on his securities subcommit-
tee-angrily pressed for a chal-
lenge of the Casey move, con-
tending the SEC doesn't have the
power to bar institutions from
exchange membership, and, as
one put it, "hasn't given a mean-
ingful reason for doing it."

SEN. WILLIAMS, who con-
tends that funds, particularly
pension
companies handling pension fund
investments, should be able to
buy and sell without depleting
assets by paying broker commis-
sions, reacted quickly as securities
subcommittee chairman.
John Tower (R.-Tx.) had re-
quested an executive session to
press for legislation clearly spell-
ing out what he feels is the SEC's
right to restrict institutional ex-
change memberships. The meet-
ing was held and Sen. Williams
announced the outcome: no con-
sideration, for the present, of the
measure sought by Sen. Tower.
In addition, said Sen. Williams,
Mr. Casey should "reconsider the
appropriateness of his current ef-
forts to force institutional mem-
bers off of regional exchanges."

This leaves the SEC alone with
its own interpretation of SEC
power under the Securities Ex-
change Act of 1934, and that in-
terpretation is expected to be
challenged by one of the two
largest regional exchanges with a
substantial number of institu-

plans and insurance

Sen.

tional members. The Philadel-
phia-Baltimore-Washington Ex-
change reportedly will go to
court rather than drop its 48 mu-
tual funds and pension-fund-
handling insurance companies.
"We shouldn't be limited on who
we should have as members,"
said one exchange official, "And
we have a reason for allowing
institutions. As members they
can keep down expenses, and
this is a public service for policy
holders and fund people. The
SEC hasn't given us a real reason
for dropping them." He added
that the exchange expects "most
of the regionals" to challenge the
SEC order.

Securities subcommittee staff
members aren't sure this will
happen. They doubt that the Pa-
cific Coast Exchange, about sec-
ond biggest in institutional mem-
bers, will test the SEC and say
they've seen no signs of regional
exchange revolt elsewhere. But,
as one staffer put it, "one case
should answer the question.”

THE SECURITIES subcommit-
tee, of course, would not have to
wait for a court ruling to act
against the SEC by sending legis-
lation to Congress restricting the
commission from barring institu-
tional members. But this possi -
bility appears remote according
to subcommittee sources. They
say a more likely move would be
subcommittee approval of a Wil-
liams bill eliminating fixed bro-
ker cornrnission rates on stock
transactions of more than $100,-
000.

It's thought this would make
most institutional memberships
unnecessary by clearing the way
for broker discounts. But Sen.
Williams is holding off on this
bill on the basis of SEC state-
ments to the effect that it plans
to eliminate fixed commissions
for $100,000-plus deals by SEC
order within the next two years.
"What we want now, so the leg-
islation can just be set aside per-
manently, is a strong commit-
ment from the SEC that it's real-
ly going to take this step,” a
WVVilliam s aide said. -



Touchy
Question#

Does Overinsurance Mean that

theLimits are Too High?

No, it doesn't - or at least not very often.

We do indeed run across overinsurance in
many otherwise admirable programs. But it's
usually at the bottom of the policy, not at the
top. The protection is stretched not too high,
but too low.

Nobody in his right mind would carry full
collision coverage on his automobile. The prin-
ciple is the same with business insurance. The
proper function of insurance is to protect its
buyer from disaster, not from inconvenience.
"First dollar" coverage, in.
any policy with which a
deductible is available, is ..-

overinsurance.

How high should the 7,0

deductible be? It should rep-

resent the maximum amount - Lo

the insurance buyer could
absorb without undue strain.

But a good many factors may

have to be juggled by the risk manager in arriv-
ing at that figure. If separate deductibles are

contemplated under two or more lines, he must
consider the chance of simultaneous losses

under each or all of them. The "maximum
amount" his company can afford may fluctuate.
Current and expected interest rates on new
money should be weighed. There may be other
factors.
Our representatives can give you expert
advice and help with the job of tailoring
deductibles to your needs.
"16 They've gone this route many
times before, very probably
with enterprises having
similar exposures and capital

—

C 5-__lizi._lll-

resources.

_ . Mind you, we don't say
- you can't overinsure by buy-
ing too-high limits. But that's

overinsuring the hard way.

— _— = ~— —m e

Employers Insurance of Wausau

We think insurance

ought to work for
a living.
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Blue Cross head predicts health
bill compromise, but not this year

NEW YORK-The keynote

speaker at a seminar for corpo-
rate rnedical directors here pre-
dicted that none of the national
health insurance proposals cur-
rently before Congress would
pass this year and that any bill
to get through both houses in the
future would probably be a com-
promise blend of the present
bills.

Walter J. McNerney, president
of the Blue Cross Assn., told the
assennbled medical men that
"some Dbill is definitely coming”
and that any national health in-
surance set-up would probably
be run "like a public utility."

WWhile tracing the history of

the outcry for a national health

care system, Mr. MeNerney said,
"About six or seven years ago
the nation realized that the health
care system had weaknesses-doc-
tor/patient ratios were not what
they might be, costs were high,
poor people lacked access to qual-
ity health care and the system
lacked productivity among other
things.

"Since then,” he continued,
"the debate has been intense
and complex and its outcome will
affect the balance of power be-
tween the private and public sec-
tors. With the advent of consum-
erism and other factors, it is now
universally accepted that the
present system carl't make it.

AnNd it is almost universally ac-

cepted that health care is a right,
not a privilege. There is a feeling

that all should be cared for.”

MR. MeNERNEY, who is also
vice chairman of the President's
Committee on Health Education,
indicated that the committee was
on the verge of making a report
which would ask for the forma-
tion of an extra-governmental
board to act as "the health care
conscience for the nation.”

During the course of his talk,
Mr. McNerney mentioned a 1971
Harris poll which, he said, indi-
cated that most Americans "don't
know as much about health as
they think they do."

The poll, among other items,

Continental.

showed that only 13% of those
surveyed could list four of the
seven warning signs of cancer
and that only one in four persons
questioned could describe even
one of the symptoms of heart
disease.

While over half the respond-
ents named their family physi-
cian as their most important
source of health care informa-
tion, only 2 % mentioned their
employer as a valuable health
information font.

"LITTLE IS being done in in-
dustry,” Mr. MeNerney charged,
"and there are many gains to be
made if health education is pur-
sued by employers. Sick days and
lost-time accidents would cer-
tainly be reduced and productivi-
ty would be increased. A healthy
worker is a happy worker, which
makes for better employe rela-
tions.

"The conclusion is clear,” he
continued, "that there' is a serious

VW add assurance to life in an unsure world

. . with an exclusive, innovative kind of business life insurance

that even pays full face amount for disability. Continental's
Business Buy-Out uniquely provides continuity for businesses and
those who depend on them. It's the only effective method of
funding a buy/sell agreement.

Most funding plans today protect only against death.
Continental's Buy-Out does this . . . and more! It protects a
business even if the owner becomes totally and permanently
disabled or even retires. All this under one permanent
cash-building life insurance policy.

Business Buy-Out can protect sole proprietorships, partnerships,

closely-held corporations and professional corporations.

Ask your insurance broker.

There's a better life in an unsure world through more kinds of
life, disability income, retirement, and group insurance
from inventive Continental, the No. 1 Choice of Insurance Pros.
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CONTINENTRLASSURRNCE Co.

A PART OF CNA FINANCIAL CORPORATION
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need for greatly increased educa-
tional efforts to help people learn
not only to recognize signs of
illness, but how to change and
improve their lifestyle to avoid
illness. It is vital that both public
and private organizations under-
take the responsibility of educat-
ing people for whom they are
responsible or to whom they are
accountable.”

He indicated that, in the days
ahead, industries must share
their skills and knowledge in
coming up with "conscious, pre-
designed benefits" in the health
care area. He also felt that in-
creased cooperation with labor
was imperative for the success of
any health programs.

"Health care is more than a
problem of access," he summar-
ized. "It is more than an increas-
ing number of gadgets, buildings
and physicians. Modern technol-
ogy is not the prime solution. In-
creasing the number of doctors
does not help in the distribution of

doctors. It is getting people to care
about their own welfare.

"HEALTH education might not
cut the death rate, it might not
increase longevity and it might
not cut costs to any great extent.
What it will do is lead to a better
life for the people of this coun-
try."”

The seminar was sponsored by
Searle Educational Systems Inc.,
the founders of Proj ect Health,
and G. D. Searle & Co., the Chi-

cago-based pharmaceutical manu-
hpt— W ol SIS R g —— o —

Chenault to
act as head
of firm

NEVW YORK-Miles S. Chen-
ault, who is believed to be the
first former risk manager to have

attained the chairmanship of an
insurance company, has been
named acting president of Bush
Universal Inc. At the same time
he will continue as chairman and
chief executive officer of the
Bush insurance subsidiary, Mid-
land Insurance Co.

Mr. Chenault rose to vp of
lowa Kemper Mutual Insurance
Co. before leaving that company
in 1959 to become director of in-
surance for Ryder Systems Inc.,
the Miami-based transportation
and truck-leasing firm. He was a
founding member of the Florida
chapter, American Society of In-
surance Management.

The acting president was elect-
ed to the post by Bush Universal
directors after Donald J. Mat-
thews resigned the position. Mr.
Matthews will continue as chair-
man. Bush, in addition to its in-
surance subsidiary, also has in-
terests in stevedoring and real
estate, and owns 50% of Hamil-
ton Watch Co.

Bush Universal directors have
not indicated when they might
name a permanent president, and
Mr. Chenault refused to specu-
late on whether or not he has a
shot at the post.

Sources close to the company,
however, indicated that "he defi-
nitely is in the running.” They
speculate that the company is
presently in "a holding pattern”
as top management is reshuffled.
Mr. Chenault joined Midland in
1966 as president and was elected
chairman of the insurance sub-
sidiary only one week before
Bush directors named him to the
additional job at the parent cor-
poration.

"l suspect,” said one industry
source, "that Miles will be acting
president until they find someone
to take over the chief executive

reims at fnMidlarmnd._™ -



Three butchers, three bakers or three can-

dlestick makers will do. Barbershops, florist
shops. bookstores, jewelers, or most any retail /
service business with at least three employees
can qualify for Group Life, AD&D, and Major
Medical through a multiple employer trust.
Three types of coverage, three total protection
amounts available: the same low rates and flex-

All you need
is three employees
to qualify
your business
for low- cost
group insurance . . .

ible terms you’d normally expect only for a
larger employee group.

Bankers’ MET plan will help & small busi-
ness compete for topnotch personnel and set
employee morale sailing.

Bankers’ MET plan is all you need for a
successful launch, so give us a call or write
today.

Leaders in Insurance for Better Living.

CONTACT YOUR NEAREST BANKERS GENERAL AGENT OR WRITE:

Bankers Security Life Insurance Society, Executive Office, 1701 Pennsylvania Avenue, N.W., Washington, D.C., 20006 m Home Office: New York
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Upholds insurance department's
-elfare fund depletion finding

NEW Y ORK-A New York

state insurance department find-
ing that the trustees of Local 11
Welfare Trust Fund of the Hotel
and Restaurant Workers Union
were responsible for depleting
the fund's assets by more than
$138,000 through manipulation of
an optical services insurance plan
for union mMmembers and their de-
pendents has been reinstated by
the N. Y. state court of appeals.

The ruling reverses an earlier
finding in the appellate division,
which had struck some of the
department hearing officer's
findings that had to do with the
proper calculation of the amount
depleted.

The New York insurance de-

9%"(D®(1)(D

partment decision, which was
first announced April 12, 1968,
called for the removal of one of
the fund's trustees and its ad-
ministrator, Murray Solomon,
from both offices. It also fined
Mr. Solomon $2,500.

The Local 11 Welfare Fund,
through its trustees, said the
original finding made "unrea-
sonable payments" to Morris
Zucker, an optometrist, for ser-
vices he rendered under con-
tracts to provide optical services
to union Mmembers and their fam-
ilies. Under the contracts, Mr.
Zucker was paid a total of
$180,780 from 1960 through 1965.

The insurance department

charged that the cost to the fund

for each pair of glasses ranged
from $17.16 in 1960 to $34.70 in
1965. These amounts, the depart-
ment said, were unreasonably
high. It based its finding on an
examination of 55 other welfare
funds which showed that the aver-
age price per pair of glasses un-
der similar optometrical plans
was $6.19.

Using the $6.19 figure as a val-
id figure for the average pair of
glasses under this type of mass
purchasing program, the depart-
ment determined that the wel-
fare fund "was depleted over the
years 1960 to 1965 in the sum of
$138,130."

The department further ruled
that the 12 trustees responsible

for the fund "had breached their
fiduciary responsibilities by per-
mitting excessive sums to be paid
to (Mr.) Zucker and had failed
to determine whether the fund
and its members were receiving
reasonable value for these sums.”

The department also found
that Mr. Solomon, as adminis-
trator of the fund, was a personal
party to the transactions and that
his knowledge and participation
in them also constituted a willful
failure to comply with the insur-
ance law which required his re-
moval and the imposition of the
maximum fine under that law. -

Special fraud probe

Squad officers from the City of
London's specialized police inves-
tightion headquarters are cur-
rently probing 50 suspected fraud
crimes involving more than $90

million.

-aior medical employee group coverage

NN'§ new Super Group Major Medical provides
catastrophe protection above ordinary plans

It's hard to imagine an employee using a million

dollars' worth of health care

but not quite

impossible. That's why NN has come up with
Super Major Medical, a supplementary group
policy that takes over when the maximum limit
on your present group policy is exceeded. And

pays 100%

not 75% or 80%

of covered

expenses up to one million dollars for each family

member. Super Major Medical is one more ex-

ample of NN innovation in health insurance .

protecting your employees financially against ill-

ness on a truly catastrophic scale. For full de-

tails, write NN Insurance Companies, Milwaukee,

Wisconsin 53201.

NORTHWESTERN NATIONAL
INSURANCE CONMPANIES

Milwaukee, Wisconsin

Innovation to the NNth degree
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New trial
in Parke

Davis case

SAN FRANCISCO-A $400,000
judgment against Parke Davis &
Co. has been reversed by the
California appeals court here and
a new trial has been ordered on
charges that Dr. Arthur Beland
and the pharmaceutical company
were negligently "overpromot-
ing"” chloromycetin.

A lower court had awarded the
$400,000 to the husband and chil-
dren of Mrs. John Stevens, whose
auto accident injuries
treated by Dr. Beland with the
chloromyeetin. The drug can
cause aplastic anemia, according
to the suit, and this ailment
caused the death of Mrs. Stevens.

were

On motion for a new trial, the
lower court found the damages
excessive and ordered a new trial
unless the plaintiff would accept
reduction of damages to $64,000.
Attorneys for Mr. Stevens re-
fused and both Parke Davis and
Dr. Beland gppealed to the
higher court.

The unanimous decision re-
versing the judgment concluded
the evidence did not support the
charge of "negligent overpromo-
tion.”

THE APPEALS court ruled the
test of Parke Davis liability
would be that if Dr. Beland's
prescription of the drug "was not
caused by overpromotion of
Parke Davis, then, however neg-
ligent such over promotion may
have been, Parke Davis could not
be held liable.”

The "negligence of Parke
Davis," the court ruled, "would
not have been an inducing or
proximate cause of the resulting
injuries and Dr. Beland's negli-
gence would have been an inter-
vening, independent and solely
proxirnate cause.

The appeals court added that
"testimony of medical doctors
was persuasive on the issue that
chloromycetin

was

extremely
dangerous and was prescribed
too lightly by the medical profes-
sion in general.

"Additionally, there was medi-
cal evidence that the drug should
not have been prescribed to Mrs.
S