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Ribicoff asks wide U.S.

i,- health coverage study,

This Martin 404, owned by Lehigh Acres, Inc., crashed into a car on Interstate 285 near Atlanta, killing all
five occupants of the auto and one airplane passenger. The passengers were on a free trip to visit a land
development site in Lehigh Acres, Fla. The cause of the crash has not been determined.

-Wide World Photo

Georgia's commissioner calls for
private plane insurance standards

ATLANTA-The crash landing

of a private plane on Interstate
285 here on Memorial Day, kill-

ing six people and injuring 35
others, raises the issue of Federal
insurance standards for private
airplanes.

Georgia Insurance Commission-

er James L. Bentley commented to
Business Insurance on the lack of

Federal insurance requirements,
saying: "Every common carrier
nnust have proper insurance and
companies like this one (Lehigh)
are only a step removed. Good
business practices thus necessitate

Late news
Liberty Mutual drops 200 salesmen

BOSTON-Liberty Mutual's decision to fire 25 % of its salesmen

selling personal automobile insurance and its announcement that it
will institute curbs on writing new business "will not in any way
affect commercial auto coverage," such as fleets, a company spokes-
man told Business Insurance last week. Liberty Mutual is a heavy
writer of fleet and commercial auto business (as much as two-thirds

,4 its vehicle underwriting is 'commercial) and the loss experience
there has been "a little better," the spokesman said. The company has
released 200 personal lines salesmen. A loss ratio in excess of 100%

over the past two years was the reason cited for the cut-backs.

Lubbock damage may reach $150 million
LUBBOCK, Tex.-The Great Plains Life building, a 21-story edi-

fice here, was badly damaged by a tornado that tore through the town
recently. The building has a large crack from the third floor to the
fifth floor and many of the interior walls have crumbled. A spokes-
man for the owner, Equity Realty Co. of New York, assured the city
that the building was structurally sound, however. No damage esti-
mates on the building, insured by Continental Insurance Co., were
available, pending further evaluation of the damages. Total damage
caused by the tornado is expected to reach between $100 million and
$150 million, according to the General Adjustment Bureau estimates.

that they meet formal insurance
requirements."

The plane, a twin-engine Mar-
tin 404, was carrying 32 passen-
gers from Atlanta to Lehigh
Acres, Fla., to view a land de-
velopment site when it crashed
into a car on the highway, killing
the five occupants and one pas-
senger on the plane. Lehigh
Acres Inc., a real estate company,

owns the plane and was sponsor-
ing the free trip for prospective
land buyers. Harold Jantz, insur-
ance manager for the company,
told Business Insurance that the

cause of the crash had not yet
been determined.

The four crew members, in-
cluding two stewardesses, he said,
are covered under the company's
workmen's compensation policy,
written by Great American In-
surance Co.

"FROM A regulatory standpoint
the Federal Aviation Assn. would

not be involved," Irving Ripps of
the FAA's news division said. He

added that the FAA legal staff
was, however, checking into the
situation.

"The Civil Aeronautics Board,
of course, has public liability in-
surance requirements on sched-
uled and nonscheduled air car-

riers," he said, "but not on pri-
vate planes." i

including employe plans
WASHINGTON-Group health insurance purchased as an employe

benefit will be under scrutiny as part of a general study of private
health insurance requested by Sen. Abraham Ribicoff (D.-Conn.).

Sen. Ribicoff has asked for a Federal investigation of the more than

1,200 private health insurance plans operating in this country with an
eye toward helping the consumer determine what he is buying or
what his employer has bought for him.

In letters to Robert H. Finch, secretary of Health, Education and
Welfare, and to Mrs. Virginia H. Knauer, special assistant to the
President for consumer affairs, the senator declared:

"Health insurance is perhaps as he has become aware of the

the most difficult choice that a shortcomings of health insurance
consumer must make, and it is as it is known today.
one for which he can find little In his letters, Sen. Ribicoff
objective guidance. The consum- went on:

er has the right to know what "An essential question in the
kind of insurance he presently debate over the health care crisis

has and whether he might find a in our country today is the role
better policy elsewhere." of private health insurance in se-

An aide in the senator's office curing for the public the best
here told Business Insurance that possible care at the lowest possi-
such an investigation ought also ble expense."
touch on what health insurance About 150 million Americans

plans the nation's employers are covered by some form of insur-
providing their employes. ance spent $13.5 billion on prem-

iums last year, or about one-
"IT WOULD necessarily fol- quarter of the nation's total

low, although the senator has not health care costs, Sen. Ribicoff
expressly stated it in his letters, noted. Yet, he complained, few of
that an employe has the right to those enrolled in private pro-
know whether his benefit dollars grams have read or can interpret
are being well-spent by his em- the fine print of their contracts
ployer," the aide said. "If they're to know what they are entitled
not, then something should be to.

done about it," he added, noting Elaborating on this point, the
that the senator's interest in the senator's aide told this magazine
subject has become more acute Continued on page 42

Coast Guard strike unit

will deal with oil spills
W A S HING T ON-The U.S.

Coast Guard Will establish a

"strike force" that will be "train-

ed, prepared and available" to
deal with oil spills, according to a
plan announcement by the White
House.

The "national contingency
plan" for a Federal cleanup of oil
spills from ships and onshore and
offshore oil installations when

their owners fail to do the job is
an extension of the Water Qual-

ity Improvement Act of 1970,
signed in April by President Nix-
on. Under the act, Congress di-
rected the President to come up

with such a plan within 60 days
of his signing the act.

Also authorized by the act is a
$35 million revolving fund to pay
for the cost of cleanups under-
taken by the government. The
government will then be reim-
bursed up to a limit of liability
by companies responsible for oil
spills. The limit of liability has
been set at $14 million or $100
per gross-weighted ton of vessel,

whichever is less. Owners of on-

shore and offshore oil facilities

will be liable up to $8 million per
occurrence.

Such costs will no longer be
insurable exposures under ex-

clusions that have or are about to

be put into effect by 4he insur-
ance industry. See related story
on page 46.)

ACCORDING TO Russell E.

Train, chairman of the White
House Council on Environmental

Quality, the nucleus of a national
strike force for oil cleanup has
already been established by the
Coast Guard on the East Coast. It

will soon be augmented by other
regional forces and by "emergen-

cy task forces of trained person-
nel at major U.S. ports," he said.

In addition, a national response
center has been set up in Wash-
ington to provide "communica-
tions, information, storage, neces-
sary personnel and facilities to
coordinate Federal activities"

Continued on page 42



Insurance question raised in suit
against Wall St. Journal drivers

NEW YORK-Dow Jones &

Co., publisher of the Wali Street
Journal, will file a damage suit
against the Newspaper and Mail
Deliverers Union here, enarging
that an "illegal" strike has dis-
rupted distribution and sale of
Wall Street Journals in the New

York metropolitan area.
According to sources close to

the union, the labor organization
is not insured against such a loss

should Dow Jones win a suit, nor

are its leaders protected by direc-
toi's' and officers' coverage.

The strike, which began with
the Monday, May 18, edition of
the daily financial paper, has
prevented distribution and sale

of about 80,000 copies at news-
stands in the New York area. At

the weekend, it also affected New
York newsstand sales of Barron's,

a financial weekly also published

by Dow Jones.

THE SUIT WILL BE filed in

Federal district court here and

will seek damages of $75,000 a
day, or $375,000 for a fiv 3.-day
publishing week.

The company also disclosed

it is preparing to file a charge
with the New York offices of the

National Labor Relations Board

that the union has "failed tc bar-

National health insurance program
coming: union social security chief

WASHINGTON-A top union

official has predicted adoption of
a national health insuranze pro-
gram that would have a marked
effect on the pattern of employe
benefits and health insurance

underwriting.
Bert Seidman, social security

director of the AFL-CIO, said,
"Even the American Medical

Assn. is waking up to the gravity
of America's health care crisis."

The AMA's newspaper recently
acknowledged the trend toward
"some kind of universal health

insurance system," Mr. Seidman
said, adding that a growing num-
ber of doctors realize that "Medi-

care has not been a disaster" and

that "national health insurance

might not be either."
Mr. Seidman said ' that with

"renewed and much greater in-

terest in national health insur-

ance (today) than at any time in
the recent past," it is likely to be
a maj or issue in the upcoming

Congressional elections.
"THE QUESTION is no longer

whether we are going to have
national health insurance," but
when and what type, he added.

The official said the National

Health Insurance bill introduced

by Congresswoman Marth W.
Griffiths (D-Mich.) "sets out the
principles" that the AFL-CIO be-
lieves must be embodied in such

a program. He noted that with a
few minor exceptions, the Grif-
fiths bill would immediately es-
tablish a comprehensive system
ranging from diagnosis and pre-
ventive care to out-patient treat-
ment, nursing home and rehabili-
tative care, and in-hospital treat-

For this aircraft we cannot

provide coverage... but

1

Specialists in all forms of

AVIATION INSURANCE

can give your clients
the specia/ized coverage they need.

AIM has the experience, the knowledge and the re·
sources - enablingyou to handle a single hull or major
business fleet pro;itably.

AVIATION INSURANCE MANAGERS, INC.
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BRANCH OFFICES /N .OSANGELES j HOUSTON I ATLANTA / TULSA
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Service available through insurance agents and brokers only.

ment, when necessary.
Such a system would allow

more efficient use of existing
health care resources and make

it possible to provide "a much
greater degree of medical care"
without being "pressed for a tre -
mendous expansion of health

manpower or health faciLties."
he said. "The most expensive
kind of medical care," hcspital
treatment, demonstrates how in-
efficient use of existing resources
pushes medical costs up and puss
unnecessary pressures on fac.lities,
Mr. Seidman said. i

U.K. to support oil
pollution agreement

LONDON-Bri:ain intends
to support w6rld oil poilu-
tion agreements as soon as
the necessary legislation can
be gotten through Parlia-
ment.

It will ratify the Inteina-
tional Convention of Civil

Liability for oil pollution
damage, which was signed
by 19 nations at Brussels last
November.

Tougher measures to combat
oil pollution from ships. by
hiking the fines from $2,500
to $12,500 will be introduced
as soon as possible.

-

k

gain in good faith." The basis for
the charge, according to Dow
Jones, is that the union didn't
give a 60-day strike notice as

required by law and also failed
to notify the Federal mediating
and zonciliation service and the

New York state board of media-

tion of its intentions to strike.

The dispute that has led to the
disruption of circulation here in-
volves 15 employes who deliver
copies of the Wall Street Journal
to New York metropolitan area
wholesalers. The wholesalers in

turn pass them on to newsstands.

The workers reportedly struck
after the company assigned mail-
room duties to another union at

the newspaper's newly opened
printing plant at Chicopee,,Mass.

The union, in response to that
charge, has charged the company
with refusal to bargain on the
handling of deliveries from the
plant.

It is generally believed that in-
surance against such risks is not
sought nor would it be available
to labor unions. •

California hair aid firm

may get scal ped by state
OAKLAND, Cal.-A $100,000

puni:ive damage suit charging

false advertising has been filed
in superior court here against the
nationwide firm of Thomas, hair
and scalp specialists.

State Attorney General Thorn-
as C. Lynch and Alameda Dis-
trict Attorney Lowell Jensen
j oined in the action naming the
three Chicago partnerships con-
trolling the hair company; the
Thornas, the Thomas System and
Lauron Enterprises.

Also named were all the part-
ners Norbert J. Thomas Jr., Paul
A. Thomas III, Robert W. Thorn-

as, Mary Sue Thomas and Noel
John Thomas.

The regional director for the
western region and the directors
of the seven Thomas offices in

California are also included.

THE ATTORNEYS also are

seeking an injunction against the
"false presentations" by the com-
pany and civil penalties of $2,500
for each misrepresentation.

The complaint lists six such
major misrepresentations:

• That the company only ac-
cepts customers whose hair and
sealp problems can be treated
successfully.

• That they will inform cus-
tomers if their condition is un-
treasable.

• That they will refuse cases
of male pattern baldness.

• That they will refund mon-
ey if a case is untreatable.

• That the director of each

office is qualified to diagnose for

hair or scalp disorders.

• That a physician and a lab-
oratory make meaningful evalua-
tions of hair and scalp problems.

The complaint alleges that the
representations are all false and
seeks to enjoin the company from
making such claims in its adver-
Using or elsewhere.

The State Bureau of Food and

Drugs conducted the investiga-
tion leading to the suit. This is
the fourth action brought by the
Attorney General's office against
hair and scalp companies during
the past year. i
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Indict former State Fire officers for mail fraud
MIAMI-Two former officers

and directors of State Fire &

Casualty Co., which was declared
insolvent by more than $8 mil-
lion last year, have been indicted
by a Federalgrand jury here on
charges of mail fraud and viola-
tions of U. S. securities laws. The

case, when tried, may reveal a
web that led to the once-healthy
Miami firm's demise. (See relat-
ed story on page 14.)

Named as defendants in the

indictment are Raymond E. Kar-
linsky, who was chairman of
State Fire from Dec. 31, 1965,
until sometime in 1967, and Wil-
liam H. Malone, a former secre-
tary and director of the firm.
During the time of the alleged
violations, the two men also
owned and controlled B&R Ex-

cess Corp., a New York broker-
age, the indictment says.

B&R Excess Corp., located at

26 Court St., Brooklyn, specializ-
es in special risks and reinsur-
ance, Mr. Malone is no longer
connected with the firm. How-

ever, Mr. Karlinsky is still listed
as its president.

A considerable portion of the
firm's business, indirectly at

least, is in malpractice and gen-
eral liability covers on hospitals
in the New York area.

THE NEW YORK insurance

department last month held

hearings on charges that B&R
placed business with State Fire
in violation of New York insur-

ance laws. Briefs were to have

been submitted last week and a

decision is expected to be ren-
dered in about 30 days.

"The question," Malcolm Mc-
Kae, a deputy superintendent of
the N. Y. department told Busi-

ness Insurance, "is whether or
not B&R's license should be re-

moved for untrustworthiness.

The reason that the department
gave for the charge," he said,
"is that the president of B&R
(Mr. Karlinsky) knew about the
impaired financial condition of
State Fire & Casualty, but con-
tinued to place business with the
company even after he knew."

Both Mr. Karlinsky and Mr.
Malone are charged with six
counts of mail fraud, one viola-
tion of the securities law and one

count of conspiracy to commit
mail fraud and to violate securi-

ties law. Mr. Karlinsky, in addi-
tion, was also charged separately
on one count of violating securi-
ties law.

Acording to the indictment,
handed down May 20 and made

public last week, the two men
"did devise and intend to devise

a scheme...to defraud...

policyholders, stockholders and
creditors" of Windsor Insurance

Co. of Chicago and State Fire &
Casualty. The alleged scheme,
according to the indictment, was
"for obtaining money and prop-
erty from Windsor and State Fire
by means of false and fraudulent
pretenses, representations and
promises."

IN A STATEMENT prepared

F reply to the indictment, Mr.
Karlinsky said: "I deeply regret
that the Securities and Exchange
Commission has taken this repre-

hensible action, especially since it
is based on matters which oc-

curred in 1963 and in early 1964

and are many years old. Because
of the time lag," he said, "it will
be difficult to establish all of the

facts, but I know that it will be
shown that the charges are with-
out any substance."

According to court records, Mr.
Karlinsky obtained an interest in
State Fire through the Chicago
firm, a company he helped form
and for which he served as presi-

dent for a time. Windsor ob-

tained financial control of State

Fire in 1964. The two companies
were formally merged Dec. 31,
1965, at which time Mr. Karlin-

sky took over as chairman. Mr.
Malone, at the time of the merg-
er, was an officer of Windsor, the
indictment notes.

The charges of mail fraud and
securities violations, according to
the Federal indictment, involve

two checks allegedly issued by
Mr. Karlinsky and Mr. Malone
against a bank account in the
name of Windsor Insurance Co.

The instruments totaled $143,-
038.68 and were drawn in July
1964, and February, 1965, the in-
dictment states.

The checks were made payable
to a London insurance broker

and the payment was recorded
on the books of Windsor as "pay-

ment of a commission due the

London broker by Windsor," the
Federal jury charges.

HOWEVER, the court went on,
"in truth and in fact...no such
payment was owed by Windsor."

Instead, the court said, the sum
was "used by the London broker
to reduce certain indebtedness

owed to the London broker by

B&R Excess Corp." The transac-
tions were done without the

knowledge and authorization of

the other directors, stockholders
and policyholders of Windsor, the
indictment says.

Mr. Karlinsky is also charged
in the indictment with making

"false and misleading statements
with respect to material facts and
knowingly" concealing required
information in the Chicago com-
pany's annual report for 1964.

The report, filed with the SEC in
May of 1965 allegedly "failed to
state and otherwise describe the

appropriate amount of Karlin-
sky's and Malone's beneficial in-
terests in the proceeds of the two
checks."

Both men, in addition, are also
charged by the Federal panel
with misrepresentation of certain
facts in proxy statements issued
to all stockholders of Windsor

and State Fire for approval of
the Dec. 31, 1965, merger.

It charges they used "proxy
statements and financial infor-

mation which misrepresented,
understated and otherwise con-

cealed the indebtedness due

Windsor and State Fire by B&R
Excess ... and the amount of

Windsor's and State Fire's assets,
which (they) had knowingly di-
verted and appropriated for their

Captive insurance
Asset or

Rising replacement costs, physical con-
centration of assets, taxes, tight money,
the higher costs of losses-these are
some of the factors that cause corporate
management to flirt with the idea of
creating or buying' a captive insurance
company.

For some companies, the approach is
highly desirable. For others, the concept
doesn't fit. A thorough study of the varia-
ble factors is essential prior to a decision.
This analysis must include loss experi-
ence record, claims frequency, catastro-
phe loss potential, insurance costs, and
a lot of other factors.

own direct and indirect benefit,
including the proceeds of the two
checks."

Form partnership
David W. Shand Jr. and Joseph

E. Morahan Jr. have formed the

Shand, Morahan & Co., Evanston,
Ill. The firm will write excess

and surplus lines and will have
reinsurance facilities in the U.S.

and abroad.

New assistant vp's
Edwin B. Barber, assistant sec-

retary of American Reinsurance
Co., New York, has been named
an assistant vp of claims. Stanley
C. Lundy, also an assistant secre-
tary of the company, has been

named assistant vp of the bond-
ing department.

Liability?
A&A's Consulting Division has specialists
qualified to provide the answer. With con-
cern only for the client's welfare, their
wholly objective studies will produce a
"yes" or "no" answer, often quickly. If
the answer is "yes", we will provide the
expertise to organize and operate a cap-
tive insurance company.

Our business is service, protecting the
client's assets from loss by the most effi-
cient and economical means. That's a

broker's job.

ALEXANDER & ALEXANDER
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INSURANCE BROKERS

Consulting Actuaries Average Adjusters

ATLANTA · BALTIMORE · BOSTON · CHICAGO · CLARKSBURG · LOS ANGELES • MIAMI · MINNEAPOLIS · NEWARK
NEW ORLEANS · NEW YORK · PARIS · PHILADELPHIA · PITTSBURGH · PORTLAND, ORE. • SAN FRANCISCO

STAMFORD · ST. LOUIS • ST. PAUL · TULSA · ASSOCIATED BROKERS THROUGHOUT THE FREE WORLD
ALEXANDER & ALEXANDER SERVICES LTD. · CALGARY · MONTREAL · TORONTO · VANCOUVER

Affiliate: ALEXANDER & ASSOCIATES, DALLAS · HOUSTON



4/business insurance, June 8, 1970

 washington watch
House-passed bill encourages more
' health maintenance organizations'

WASHINGTON-Largely be-

cause of the precedent-breaking
move by the House calling for

automatic cost-of-living increases
in Social Security benefits, many
other equally important sections
of the House-passed Social Secu-
rity reform measure--with even
broader implications for the em-
ploye benefits manager-have
been ignored by the press and by
the general public.

Probably the most important of
these is a provision in the bill

that permits Medicare benefici-
aries the option of having their
health care provided by a "health
maintenance organization," such
as the Kaiser plan in California.

The provision is specifically

aimed at stimulating the forma-
tion of physician group practices.
The short-term effect of such a

trend could be to provide an im-
portant new channel to corporate
insurance buyers for obtaining
health coverage for their em-
ployes.

THE LONG-TERM effect of

the provision, many experts hold,
could be to avert a national

health insurance systenn and pos-
sibly eliminate most of the na-
tional'.need for private health in-
surance firms and Blue Cross.

and Blue Shield.

The corporate insurance buyer
is made an integral part of the
success of the new plan by a
requirement that at least half of
a health maintenance organiza-
tion's enrollees be younger. than

65 in order for the group to qual-
ify to treat Medicare beneficiar-

ies.

Thus, if the government can
spur the formation of such prac-

tices by waving its multi-billion
dollar Medicare purse strings in
front of the medical profession, it

can be anticipated that such
groups will begin to hard-sell
corpcrations on their plans in or-
der to meet their 50 % -under-65
quotas.

Many observers feel these group
practices can be highly competitive
with private insurers and the
Blues, by offering complete health
care, including preventive services,
for a flat per capita fee. It remains
to be seen how much this fee will

be, but some experts say it could
be very close to what many com-
panics now pay for a complicated
insurance policy filled with op-
tions, double options, triple op-
tions. partial coverages, no cover-
age on certain items and deduct-
ibles.

Employee euphoria:
Can you profitably
create it?

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

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

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

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

By helping you direct your employee
benefit expenditures more effectively, we help
you achievethe best possible employee bene-
fit program fer the money. And while helping
you add to your profitability, we also help you
provide greater employee satisfaction. That's
where the euphoria comes in.

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

Johnson & Higgins
In major cities in the United States, Canada, around the world, and at 95 Vkll Street, New York

THE FIRST HURDLE, of
course, will be to get hundreds of

these group practices established
around the country. It is thought
that such a trend will be fueled

significantly by the House meas-
ure, if it is agreed to by the Senate.
Insiders say Senate approval is
very likely.

Initially, the Medicare benefi-
ciary who opts for the new plan
in place of Part A and Part B of

Medicare will not get preventive
care services paid for by the gov-
ernment. In other words, he will
get only those services paid for
under Parts A and B.

For these services, the govern-

ment will pay the group practice
not more than 95 % of the esti-

mated amount (adjusted for geo-
graphical area) that would be
payable if Medicare services

were furnished outside the frame-

work of the health maintenance

organization.

In effect, the government is
willing to pay the group practice
95 % of what it has now been

paying both hospitals under Part
A and physicians under Part B.
The economies of group practice,
then, are expected to provide the
profit incentive for physicians to
practice in this manner.

UNDER THE PRESENT sys-
tem there is an economic incen-

tive for health care providers to

give more, nonessential and often
unnecessary services because pay-
ment is made for each individual

service performed, the House Ways
and Means Committee points out.

A second major problem with
the current system, according to

the committee, is that, ordinarily,
the individual must find his own

way among various types and
levels of services with only par-

Ual help from a hospital, a nurs-
ing home, a home health agency,
various specialists and so on.
Health maintenance organizations
lend themselves to a solution to

these problems, the committee de-
eided.

Because the organization re-
ceives a fixed annual payment
from enrollees, regardless of the
volume of services rendered, there
is a financial incentive to control

costs and to provide only the least
expensive service that is appro-
priate and adequate for the en-
rollees' needs, the committee points
out.

Moreover, it says, such organi-
zations take responsibility as a
provider of services for deciding

what services the patient should
receive and then seeing that
those are the services he gets.

IN ADDITION to. the group
practice incentive plan and the
automatic cost-of-living escalator
clause, the House-passed Social
Security bill includes a number
of other provisions of interest to

employe benefits and pension plan
managers.

The bill would modify the
provisions under which Social
Security disability benefits are
reduced in certain cases in which

workmen's compensation is also
payable.

Under present law, the com-
bined Social Security and work-
men's compensation payments for
a disabled worker and his family
cannot exceed 80% of the work-

er's average earnings before he
became disabled. Under the House

bill, the disabled worker and his
family would be able to receive
combined benefits equaling 100 %
of his average earnings for the
previous five years adj usted to
take into account rising wage
levels.

Another provision in the bill

would provide an age 62 compu-
tation point for men. Under pres-
ent law the number of years used

in figuring a man's average earn-
Continued on page 6



.

e

Question4
Who says pig iron under water is a

good fire insurance risk?

It depends-on the loss exposures to be
covered, and the premium offered, and on
how many others own submerged heaps of
pig iron they'd like a little insurance on, and
where it's been heaped and how far down,
and whether anybody ever walks out on the
dock to make sure it's still down there, and-

You know. Lot of variables to be con-

sidered in property underwriting. Variables
we can't control but the owners can. And it's

how those variables are handled that deter-

mines whether something is a good insurance
risk-not what or where it is.

Owners who have worked hard to con-

trol variables and who have thus created good
fire risks are naturally jealous of the position
they're in. The underwater >,« > .„-
pig iron people, in other > -e
words, get mighty quiet
when the dynamite people < 7
walk in. The pig iron rate is
bound to be low (the less the ' *41"
risk, the less the premium),
and they don't think it's fair
to lump a high-hazard prop-

erty risk with a low-hazard one.
Neither do we. And when a fire under-

writer studies an application for coverage,
he's representing all the owners in the same
class already insured with us-men who have
worked hard to achieve a measure of loss

control and the consequent savings in pre-
mium. They'll accept anybody who's willing
to do the same.

But even the dynamite people don't want
to visit the guy who stores his in open crates
next tg the furnace.

So if you have a property insurance risk
(and who doesn't?), your first step is to take a
long hard look at it with a specialist who can tell
you what other owners in your class have done

to minimize their property
risks and achieve low premi-
ums-and what you should
do to earn a place with them.

We've got the specialists
4 who can do just that. You've

WAUSAU

_«„.,. .r--4RfEI)3':J. got the risks. Let's get to-
gether.

That's the Wausau story.

Employers Insurance of Wausau

We think insurance

ought to work for
a living.
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Religious zealot wins
award for his dismissal

NEW YORK--A man who

charged that the Hartford Stearn

Boiler Inspection Insurance Co.
fired him because of his religious
beliefs will receive a BOO,000
settlement irom his former em-

ployer, according to, the New
York State Division of Human

Rights.
The comflaint was filsd with

the human rights panel a year
ago by Norman R. Davis, 59, of
Syracuse. Mr. Davis charged tha:
he was fired from his $15,20C-a-
year job wilh the insurance com-

pany in 1965.
The Syracuse man became a

member several years ago of the
Christian Missionary Alliance
Church, an evangelical denom-

ination. Thereafter, he :dmited,
he felt he should share his reli-

gious experiences· with his bust-
ness colleagues. Mr. Davis al-
leged tha: the Hartford firm lis-
missed him after warning him
several times no: to bring up the
issue of religion at work.

The Human Rights Division,

after an investigation of Mr.
Davis' comElaint, found there
was "probable cause" tc believe
Mr. Davis's charge of diserimin:-
tion. Following a public hearing
on the matter, Mr. Davis and the
company worked out the :efle-
ment, which was then approved

by the human rights panel.
According to Assistant Com-

missioner Florence Lucas, the

1.

agreement is "a stipulated settle-
ment" and one agreed to by
Hartford Steam Boiler. The

settlement was wcrked out, she

said, by taking into account back
Eay owed Mr. Davis for the past
five years. "Some of it is alsc
health and welfare benefit pay-
ment: and pension payments that
would have :ccrued to him," she
tild Business Insurince.

Mr. Davis will be put back or
tn Hartford Steam Boiler Inspee-
tion and Insurance Co. payrol.
until Dec. 7 when he becomes BC

years old and eligible for earl>
retirement. He will not return tc

work in the mear-time, however
He had been a manager in various
company branches before beini
transferred to the Syracuse office
in 2963.

The $100,COO award is believed
ti be the highest ever ordered by
a human rights agency Or

grounds of discrimination in em-
Floyment. I

Armstrong Rubber is
suing union over strike

NEW HAVEN-The Armstrong
Rubber Co. has filed a suit for

$700,000 in U.S. district court

here against the union represent-
ing production workers at its West
Haven headquarters plant because
of two wildcat strikes earlier this

year.

The action charged that the
unauthorized strikes resulted "in

su ostantial fixed costs and losses,
which must be recovered."

The defendants are the United

Rubber, Cork, Linoleum & Plastic
Workers of America (AFL-CIO)
and West Haven Local No. 93. The

Local represnts some 1,000 pro-
duction workers at the West Hav-

en plant, which carries 1,500 per-

sons on its payroll.

A NINE-DAY STRIKE of 170

union members began Jan. 26 and

a five-day strike occurred in April.
Although it had a relatively

small portion of the union's
membership, the first strike had
a snowballing effect and caused a
large-scale layoff. The Armstrong
suit charged that the contract be-
tween the company and the union
contains a no-strike, no-lockout
clause.

Armstrong president Frank L.
Dwyer asserted: "In our judgment,
there is an apparent failure of the
international and local union of-

ficers to assume their responsibil-
ities under the contract to discour-

age, prevent and terminate such
illegal work stoppages."

Mr. Dwyer commented that
there is no potential liability to
employes under the suit.

IN BOTH STRIKES, spokesmen
for the men who walked out told

the press they were protesting gen-
eral working conditions. They said
that the company had applied in-
creasing pressure on them to in-
crease their output.

The strikers lost a considerable

amount of money as a result of
their protest action.

In addition to not getting paid
for the days they were out, each

striker was suspended, without
pay, for three days after each
walkout. ( This is provided for in
the company contract.)

Armstrong did not conduct talks
with the union during the strikes
-which is also a built-in proced-
ure in the case of an unauthorized

strike. •

Continued from page 4

ings on which his retirement
benefit is based, and the number
6f years of work under the Social
Security program a man must
have to beconne insured for re-

tirement benefits, are different
than they are for a woman.

FOR A MAN all years up to
age 65 rnust be taken into ac-
count for both of these purposes
while for a woman, only years up
to age 62 are included. As a re-

sult, when a man and a woman
of the same age have exactly the
same earnings and retire at the
same age, the man's retirement
benefit will be lower.

The House-approved bill short-
ens by three the number of years
over which a man's average

monthly earnings are figured in
retirement cases, and makes the

ending point for determining eligi-
bility for retirement benefits the
year in which a man reaches age

62, the same as the ending point
for women under present law.

In an attempt to hold down
physician fees, the House adopt-
ed a plan to limit fee increases in
all Federal health programs. Be-
ginning in fiscal 1971, medical
charge levels recognized as pre-
vailing may not be increased be-
yond the 75th percentile of actual

charges in a locality during cal-
endar year 1969.

In computing this, the entire
range of doctor fees in a given
area during 1969 will constitute
100%, and the government will
pay only to what the doctors in
the first 75% charged.

Beginning in 1972, fee increases
may be increased "only to the
extent justified by increases in
the cost of production of medical

services, levels of living and the
earnings of other professional,
managerial and technical person-

nel." •
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fSure glad we got a Manufacturer's Output Policy, ain't you sonny?"
Even if your factory ism't perched on the edge
of Grizzle Gulch, you may have problems
with stuff coming and going. Or problems
with storage. Or salesmen losing samples,
blueprints, or models. Or trouble with about
25 other awful things we'd rather not put
you in a purple funk over.

Anyway, that's when you need our Manu-
facturer's Output Policy. It covers your out-
put, and just about everything you need to
have an output - from raw materials to
finished stock, to machinery and dies and

furniture and on and on. If you have our
policy, you don't have to worry about things
like coverage gaps or duplication. It's an all-
risk, continuous plan. And that's nice because
you don't ever have to worry about cover-
age expiring.

You don't have to worry about a deposit
premium, either. You just "pay-as-you-go,"
based on your monthly (or quarterly) total
value reports.

THE ST. PAUL
INSURANCECOMPANIES

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

The Manufacturer's Output Policy even
protects the value of things in your possession
that don't belong to you. (It isn't that we
don't think you're responsible, but it's better
to be safe than sued.)

If a flexible Manufacturer's Output Policy
sounds better to you than having a whole
bunch of smaller, more restrictive policies to
cover unusual losses, why don't you get in
touch with a friendly, quiet St. Paul agent?
He can help you cross bridges before you
conne to thern.
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Your opportunity to reach the most directly involved audience of
international insurance decision-makers. Reserve space now.

N.Y.: 630 THIRD AVE. CHICAGO: 740 RUSH ST.
(212) 986-5050 (312) 337-5200
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L.A.: 6404 WILSHIRE BLVD'.

(213) 651-3710

-U#nISP'/6 PERSONNEL CONSULTANTS
327 SOUTH LASALLESTREET • AREACODE 312: 939-6217

CHICAGO, ILLINOIS 60604
GEORGE P. HALM. JR.-DIRECTOR

THINK! PERSONNEL ...

THINK! CORPORATE INSURANCE PERSONNEL CONSULTANTS

In a two year period, BUSINESS INSURANCE has become the
forum for the Corporate Insurance field. The success of this pub-
lication is largely attributable to iournalistic flair and the satisfy-
ing of a previous communications void in the insurance trade
paper field.

We at CORPORATE INSURANCE PERSONNEL CONSULTANTS
sincerely believe that our facilities will provide another profes-
sional medium for the Corporate field-a confidential service
that will afford a source of experienced insurance personnel, and
an effective vehicle for qualified men interested in Risk Manage-
ment.

As may be expected, CORPORATE INSURANCE PERSONNEL
CONSULTANTS is a division of BELSON, HEMINGWAY AND
ASSOCIATES, INC., the foremost national employment service
devoted exclusively to the insurance personnel field whose success
is evidenced by an impressive roster of leading insurance com-
panies, brokerage houses, and astute insurance men successfully
utilizjng its facilities.

CORPORATE INSURANCE PERSONNEL CONSULTANTS is not a
high cost recruiting or search organization! We work only with
employer requisitions and registered candidates.

-----------

Corporate Insurance Personnel Consultants
327 South La Salle Street-Suite # 1400
Chicago, Illinois 60604

Gentlemen:

As a prospective employer El
(check one)

employee El

I would like to receive additional information regarding your
services

NAME

ORGANIZATION
(employers only)

ADDRESS
(employee applicants, please use home address)

CITY-STATE zip code

A DIVISION OF Uetson„44€*y@nwaM ...AND ASSOCIATES INC.
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Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this

column. A sample of the lit-
erature should be sent to:

Info for Buyers, Business In-
surance, 740 Rush Street, Chi-

cago 60611.

• The Kemper Insurance group
has published a revised Manage-
ment Guide on Alcoholism and
Other Behavioral Problems to

provide all levels of management
with help in handling these prob-
lems. The booklet provides a pol-
icy and a program, procedures,
benefit plans and treatment serv-
ices for employes and their fami-
lies. An initial order of up to 50

copies is free, additional orders
are 5¢ per copy. Orders should be
directed to the Public Relations

Department Kemper Insurance
Group, 4750 Sheridan Road, Chi-
cago, Ill. 60640.

• Computer programs of pen-
sions and profit sharing materials
are available to corporate em-
ployers, insurance companies,
mutual funds and banks from the

Babb Computer Systems, Inc. 850
Ridge Avenue, Pittsburgh, Pa.
15212. The information is avail-

able so that the reports can be
produced on company computers
or can be obtained on a service

basis. For additional information
containing the firms' clientele and
describing its computer program
and exchange library and the sys-
tems presently in the library and
cost, write the company.

. Notes on Old Age Benefits Un-
der Social Security-Based on
1969 amendments ($7800 maxi-
mum earnings) can be obtained
from the Consulting Actuarial
Division, Alexander & Alexan-
der, Inc., 2 N. Riverside Plaza,
Chicago, Ill. 60606. Tables cover-
ing social security benefits, and
average monthly earnings are
also included. The booklet is an
updated version of a previous
one offered by the firm and is
available free of charge when re-
questing it upon your company
letterhead.

• The U. S. Department of La-
bor has released a 147-page bul-
letin in booklet form entitled
Paid Vacation and Holiday Prov-
isions. The bulletin is the ninth

in the Bureau of Labor Statistics

series covering major collective
bargaining agreements. Paid va-
cation and paid holiday provi-
sions have not been analyzed in
detail since 1957 and 1958, re-
spectively. The study is based on
virtually all agreements in the
United States covering 1,000
workers or more, exclusive of
railroads, airlines, and govern-
ment agreements. It is divided
into six chapters covering: scope
of studies; prevalence and trends
of paid vacation provisions; ad-
ministration of vacation provi-
sions; innovations in vacation
plans; prevalence and trends of
paid holidays; and administration
of holiday provisions. Twenty-six
tables and four charts and a list
of the previous bulletins are in-
cluded in the booklet. It can be

I ordered for $1.25 from the Su-

perintendent of Documents, U. S.
Government Printing Office,

Washington, D. C. 20402.

• An insight into such new ap-
proaches as the investment value
fund for profit sharing plans, a
new prototype Master Plan ( ap-
proved by IRS) for pension plans
and information related to group
pensions and profit sharing is
now available free from The

Bankers Life, 711 High Street,
Des Moines, Iowa 50307.

• A brief sketch of Survivor In-

come Benefits funded under

group life insurance is provided
by the Equitable Life Assurance
Society. The brochure covers the
questions of what type of plans
are available, who is eligible, who
receives the benefits and for how

long, and how much the plans
cost. Copies may be obtained by
writing the firm to the attention
of Group Sales Promotion, Area
24-E, 1285 Avenue of the Ameri-
cas, N.Y., N.Y. 10019.

. New Techniques, New Infor-
mation, Better Communication,
for Greater Product Safety-
Summary of a National Symposi-
um contains the recommenda-
tions of a cross-section of 100
business and industrial leaders

for achieving greater product
safety, and for minimizing the
possibility of unjustified losses.
Design, value engineering; pur-
chasing, manufacturing; quality
control; marketing, advertising,
products service; legal; and in-
surance were the seven fields

represented in the two day meet-
ing. Single copies of the booklet
may be obtained free by writing
Mike Biancardi, Director of Prod-
uct Safety, Employers Insurance
of Wausau, 2000 Westwood Dr.,
Wausau, Wis. 54401. Employers
Insurance was the host of the sym-
posium.

• Chimneys, Fireplaces and

Venting Systems (No. 211), is a
36 page pamphlet released by the
National Fire Protection Assn.

The booket deals with the safe

installation and use of chimneys,
fireplaces and venting systems in
residential, commercial, and in-
dustrial applications. A copy can
be obtained from the NFPA, 60
Batterymarch St., Boston, Mass.
02110 for $1.

• What a person does before,
during and immediately after an
earthquake strikes may mean the
difference between life and

death. Earthquake Safety Rules
offers guidelines to follow in such
a crisis. Single copies are 10¢ and
quantity orders of 100 are $5.50
from the Superintendent of Doc-
uments, U. S. Government Print-
ing Office, Washington, D.C.

20402.

• More Effective Employe Ben-
efits Communications is a bro-

chure released by Halltech Asso-
ciates, describing how their re-
ports are vital to the success of
an employe benefits program. The
brochure outlines their role in

helping employes to understand
and to be aware of their benefits

program and its specific meaning
to them. The booklet is available

way, New York, N. Y. 10038.

• The Fidelity Appraisal Co

scribing the measures an insurec



should take in order to fully un-
derstand and benefit from his in-
surance policy in case of loss.
The booklets answer such ques-
tions as: is the insured liable to
be adjudged a co-insurer; how
can total insurable value be as-
certained; how does the reduced
rate clause operate; and how is a
fire settlement negotiated? Ashes
are not Evidence pertains to ap-
praisals of industrial, commer-
cial, and municipal properties.
Ashes are not Evidence ... and
how I learned that the hard way
pertains to appraisals of residence
furnishings, household effects, and
objects of art. For free copies of
the booklets write the firm at 2405
N. Maryland Ave., Milwaukee,
Wis.

• Employe benefit plans and
other institutional investors can
receive Portfolio Planning News
without charge. This pamphlet
explains the nlost effective

methods of selecting investment
advisers, both banks and counsel
firms. For nnore information

write Portfolio Planning, Inc.,
200 Park Ave. Suite 303 East,
New York, N. Y. 10017.

. COPSI is a booklet prepared
by the Council of Profit Sharing
Industries describing the services
it offers to members of the Coun-

cil: legal and legislative, commu-
nications, and technical. A list of
officers and directors of the

council is included. For a copy
write COPSI, 29 North Wacker
Dr., Chicago, Ill. 60606.

• Insurance and Restaurant

Fires is a 16-page, full color
booklet on fire safety for restau-
rants from the Pacific Fire Rat-
ing Bureau, 465 California St.,
San Francisco, Cal. 94104. Espe-
cially written to provide an edu-
cational tool that could be used
by agents, brokers, company per-
sonnel and rating bureau people,
it explains the reasons and the
need for some of the newer fire

safety requirements and their ef-
feet on restaurant fire insurance
rates. Copies are 25¢ each (mini-
mum order of four copies). The
order must be accompanied by a
check made out to the PFRB.

• Pyroxylin Plastics in Ware-
houses, Wholesale & Retail Stores,
NFPA No. 43, lists the recom-
mended practices in section cover
sales and handling of articles
(loose or packed), storage of py-
roylin plastics not in containers,
and the storage of finished articles
or raw stock in containers. The
Pamphlet may be ordered for 40¢
from the National Fire Protection
Assn., 60 Batterymarch Street,
Boston, Mass. 02110.

• What do professional drivers
need to learn about driving?
Deadly Driving Errors is a 30-
minute film series divided into

three 10-minute segments dealing
with particular professional driv-
ing problems; A Matter of Speed,
A Matter of Adjustment and A
Matter of Distance. The films are
available in both standard 16mm
or the new Super-8 and can be
ordered in either color or black
and white and either as a series

containing all three films or sep-
arately under the individual ti-
tles. One copy of the series costs
$435, color, and $290, black and
white. Individual segments for
one copy costs $155, color, and
$103, black and white. Discounts
are available when ordering ih
quantity. For more information
write the National Safety Coun-
cil, 425 North Michigan Ave.,
Chicago, Ill. 60611.

NY. orders air trip insurance premium cut
NEW YORK-The New York specific trip covered by each pol- insurance department has since complex than their forerunnersinsurance department has ordered icy. 1961 utilized a 40% loss ratio and will carry up to three timesthat premiums for air trip ticket Current rates have been in benchmark for air trip-ticket acci- as many people would drasticallyaccident insurance be reduced by force since 1961. However, risk dent insurance," explained Mal- change the underlying risk fae-60 %, or that benefits be increased experience has improved dra- colm MacKay, deputy superin- tors involved in fixing the rate ofby that amount, according to a matically since that time with a tendent of the department and air trip-ticket accident insurance.department spokesman. resulting decrease in the ratio of hearing officer in the air trip-
Twelve companies are licensed claims paid to premium dollars. ticket insurance case. He con- SAID Mr. Mackay: "No persua-

to write such insurance in New In 1961 the companies writing air cluded that air trip-ticket acci- sive evidence was presented in
York, however Mutual of Omaha trip ticket accident insurance paid dent insurance policies "which support of this possibility, how-
and the Continental Insurance out 40.1¢ in claims for each pre- are likely to return as benefits ever, and I discount it. In fact,
Cos. account for the greatest ma- mium dollar received. However, only 25¢ out of each premium the companies' own expert wit-
jority of such insurance. Sold in this figure dropped to 24.4¢ per dollar are policies which provide ness stated that the jumbo jets
increments of $7,500 of coverage premium dollar in 1963, 12.8¢ per benefits which are unreasonable should prove to be the safest air-
for 25¢, air travel insurance is dollar in 1965 and 5.2¢ per dollar in rel a ti on to the prem ium craft yet. Moreover, a department

in 1968. charged." witness recalled that companiesnormally obtainable from vend-
ing machines or manned booths

CLAIMS PAID over this period against this action raised at the when other aviation developments
One of the major arguments had advanced similar contentions

at airports throughout the eoun- ( 1961-1968) amounted to 25.7 % hearing by the respondent insur- occurred, but that the experiencetry. Air travel insurance covers of each premium dollar taken in ance companies was the advent on those prior occasions never re-death, dismemberment and medi- by insurance companies writing of jumbo jets. The companies at- flected the dire forebodings, and,cal expense benefits incurred such coverage. tempted to show that the much in fact, the long-term experiencethrough accidents during the "It is clear that the New York larger planes which are more has been constantly improving." •

Pacific Architects and Engineers,
formed in 1955, has grown to a worldwide organization by fol-
lowing this policy: give customers the most for their money.

Their services include architectural design and engineer-
ing, real estate development, and facilities engineering. A
technical and professional staff of over 27,000 is currently
working on major projects in the United States, Europe, the
Pacific and Far East.

Leaders in Design and Engineering
PA&E, with headquarters in Los Angeles, ranks as one of

the largest design firms on either side of the Pacific. The
company is equipped to guide a project from initial feasi-
bility studies to detailed supervision of construction.

The company's customers are private firms and govern-
ment agencies in the United States and abroad. A cross-
section of projects includes: public buildings, airports, com-
mercial and industrial plants, highway survey and design,
and port facilities.

Facilities Engineering in Viet Nam
PA&E's largest area of operation, in terms of manpower

and equipment, is in providing maintenance services for
U. S. military bases stateside and overseas.

In Viet Nam 25,000 employees of PA&E serve as the U. S.
Army's "Public Works Department." Someone has to build
barracks, operate power plants, and provide potable water.
With PA&E on the job, military personnel are freed from
these non-military tasks.

'4/W*RAN CE %'>

Insurance Problems Overseas

In PA&E's Viet Nam operation, casualty claims had be-
come a costly problem. Mr. Rothbart, Corporate Administra-
tor for PA&E, in cooperation with Mr. Zimmerman and Mr.
Schweitzer, representing Zimmerman Insurance Associates,
Inc. of Los Angeles, worldwide insurance brokers for PA&E,
believed improvements could be made in the insurance pro-
gram. Based on Argonaut's successful competitive bid, and
experience developed during numerous field trips to the
Far East, brokers recommended placing coverage with
Argonaut.

Argonaut prepared an insurance package covering casu-
alty lines and bonds for PA&E in Southeast Asia. In July
1969, Argonaut Pacific Operations opened a Saigon Office
to service the account.

Recently Mr. Rothbart commented, "Argonaut has pro-
vided us with the kind of prompt claims service that's im-
portant to our people in Viet Nam. At the same time, cost
per claim has been reduced. With Argonaut we have cut the
net cost of our workmen's compensation and other insur-
ance by 25%. That's efficiency PA&E appreciates."

Argonaut's Expanding Services
Argonaut has always pioneered new ideas, new areas,

in general liability and bonds. And we'll prove it by expand-
ing to accommodate your large-size accounts.

If you have a client that's going places, call Argonaut to-
day. It's best to travel with a friend who speaks the language.

Argonaut Insurance Companies
HOME OFFICE: MENLO PARK, CALIFORNIA
Principal offices: LOS ANGELES • SAN FRANCISCO • CHICAGO • DALLAS
PORTLAND • BOISE • MINNEAPOLIS • ATLANTA • NEWARK and other major cities
OVERSEAS: SAIGON, VIET NAM • BANGKOK, THAILAND
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Lloyd's may appeal $1.8 million
verdict against airline in disaster

By DON BED'NELL

MIAMI-A Florida jury has
returned a $1.8 million damage
verdict in favor of a Miami cou-

ple who lost two teenage sons
when a Dominican cargo trans-

port plane crashed onso thern.

An attorney for Llcyd's of
London, which had insured the
Dominicana Airlines aircraft, in-
dicated Lloyd's w Dull appeal the
verdict.

Four crewmen and six vidms

on the ground died when the mo-
dified DC4 crashed onto ousy
NW 36th Street, as it sought to
return to Miami Internaticnal

Airport nearby. Mr. and Mrs.

Charles Knapp had asked $4 mil-
lion for the loss of their 15-

year-old son, Clifford, who died
with his brother, Clyde, 17, in the
wreckage of the family's auto
paint shop.

ATTORNEY J. B. Spence, be-
came so emotionally involved in
the c ase that he collapsed in a
faint and later wept when the
six-man jury returned its verdict
ater sev en hours of deliberation.

Mr. Spence, who is to receive
40% of tie award, said grief will
be with Clifford's parents "until

they die. ' He told the jury that
doctors f Bared for a time that the

couple might commit suicide be-

cause of their loss, which psychi-
atrists testified had instilled in

Mrs. Knapp an otsession over air
crashes and aviation safety.

Attorneys for L]cyd's, which
held an $8.5 million policy cn :he
airline, tried unsuccessfully to
:cnvince the jury that the air-

craft was capably maintained and
operated by a competent crew.

Witnesses for the Knapps testi-
fied that the Dominicana crew-

men "created theiI own emer-

gency and failed 8 correct .t" by
feathering the wrorg engine aft-
er another began billowing smoke
immediately after takeoff from
Miami ] nternationaL

MR. SPENCE argued that the

pilot could have averted the

crash even after the blunder by
restarting the feathered engine
during the four minutes that the
cargo transport was airborne.

I'ie said the crewmen also con-

tributed to the crash by lowering
the landing gear prematurely,
adding to the drag slowing the
already laboring aircraft.

'Ihe Dominicana crash spurred
a crackdown by U. S. investiga-
tors to screen prop-powered car-

go transports operating out of
Miarni.

Dominicana has not resumed

operations into Miami since its
only jetliner crashed into the
Caribbean in February. After that
accident, which claimed 102 lives,
the Federal Aviation Administra-

tion withdrew Dominicana's oper-
ating authority until the carrier
could prove that it intended to
conduct safe operations into U. S.
territory.

Stratght talk from men who know the Atlantic Companies:

Atlantic is
a wonderful partne · F resident, Spei- & Company Inc., Charlotte, N.C.

1 Mr. Morgan 3. 3oeir, Jr.,

"1've -epresented Atlantic for 19 years. They will
always take or make time to work with you. They
seek ways 0- doing a job, ratner than trying to prove
il can't be done."

Atlantic is at all times prepared to work shoulder
to shculder with its agen.s tc attain the best possible
tus ness results.

"Thei- f eld men are sales-minded, kee, tech-
ridars."

Atlan.ic does everything possible to encourage
i-s field men to use their initiative, to share their

1<no/viedge and to keep a two-way exchange of ideas
moir g for better business -esults.

"During my years in Atlantic's Nationa' & Re-
giora Agency Councils I gained a much broader
viev, of the operation of the insurance bus,7ess.

t

was constantly impressed with .he constructive, co-
operarive attitude of Atlantic's top maiagement."

A.lartic's Regional and Natioral Agents Advisory
Council increases mutual Lncerstanding between
agents and companj. Suggestions are welcomed,
and tie record is that 8 cut of 10 of agents' recom-
mendations have been put intc effect.

"Atlantic gives you its whole attenticn when you
come in with a problem or a p-ogram. Their aim is
to try to vvrite the ousiness."

Tils positive outlook is one of the reasons for
At antic's 128yearscf corsisrent progress. Atlantic's
solid growth record was enhanced last year by new
highs in written premums and assets.

Atlantic's detern-ination to continue this pro-
gressive record could open -ip a new vista for you.
If what we offer appeals :o Joi, write to Morgan B.
Speir, Jr , 130 East Fourth S-reet, Charlotte, N.C. or
Mr. Harold A. Eckmann, President, The Atlantic
Corn panies, 45 Wall Street, New York, N. Y. 10005.

The Atlantic Companies
ATLANTIC MUTUAL INSURANCE COMPANY

CENTENNIAL INSURANCE COMPANY

Mult ple Line Companies Writing
tari-te, Fire and Ca:ually insurance

Computer
loss analysis
being offered

HARTFORD-Despite the talk
of shrinking capacity and it being
a seller's market in the insurance

buying business, the industry is
joining the computer age at an
ever increasing pace. Efficient
servicing of accounts is becoming
a more important ancillary bene-
fit in the industry's wheeling and
dealings.

Now cornes word that the

Hartford Insurance Group is of-

fering a computerized reporting
system that gives commercial
buyers a detailed breakdown of
insurance losses by individual de-
partments, divisions, plants or re-
gional operations. The Hartford
says it is the first such service of
its kind.

"Loss Analysis Reporting Sys-
tem (LARS) is the industry's
only computerized loss analysis
program with a full narrative de-
scription of each insurance loss,"

according to John L. Pickens,
secretary and loss control depart-
ment manager with the Hartford.
"'We believe it is the best and

most complete program of its
kind in the insurance field today.

"Very often," Mr. Pickens said,
"high insurance losses in a plant

or department indicate opera-
tional weaknesses with implica-
tions far beyond the matter of
insurance. For instance, a super-
market chain that finds a large
percentage of its insurance losses
coming from a relatively small
number of its stores would be

safe in assuming that other prob-
lems were developing in the
same stores."

In addition to its computer re-
porting service the LARS pro-
gram includes analysis by Hart-
ford loss control engineers who
review the causes of significant
losses and to suggest corrective
action.

LARS is now servicing approx-
imately 3,000 policies for such
diverse companies as National

Cash Register, the Dravo Corp.
and White Consolidated Indus-

tries. White, for example, is using
the systenn to analyze its insur-
ance losses at over 200 profit
centers employing approximately
26,000 persons. m

Owners win

suit against
3 insurers

NIAGARA FALLS, N. Y.-A
laundry here has won its suit
against three insurance compa-
nies that refused to pay a fire
insurance claim on the grounds
that their investigations had

shown the fire was set by the
owner. The allegations were not

proved in court.
The case involved a blaze at

Figler's Shirt Laundry Inc. in
the fall of 1967. The contents of

the laundry, owned by Eugene
Figler and Carmen Caggiano,
were insured by New York Fire

Insurance Co., Queen Insurance
Co. of America and Old Colony
Insurance Co.

·The insurance companies re-
fused to pay a claim for $47,000
in equipment and inventory lost
in the fire, alleging that their
investigation disclosed arson by
the owners. However, the plain:
tiff's lawyer introduced evidence
that neither owner was near the

scene of the fire when it started.
The supreme court judge

awarded the laundry owners
$37,900 for the blaze. •
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firm with plaInts 'in four U'Srlo- r
-..SS-- I ,;5 . 'vt, 'r ' ,writes iworkmen's compensation 28) 'so we don't have the split counting procedures greatly Prercatioris'that rke'snilll,dlectricalv* land products* liability I-2.15 between current exgense and Contiued on page 34mo,tors and solenoids'fIt'sNArtkI'*4 2 r yedr5 3)r , so, ''ICM hAs hadonly

and inventory ihsurce exbosuries . ; _ one .dfoducts liabiliti claim, and
total about $4 5 million, : \ that was for. the alleged failure

usuTahlers;rttr, pTal lun-7 I
5-

of a,small, motor that cacised
-ba r - some property damage

a thousand Similar coihpanies dol AdJusters for Insurance Companies
,ICM' REVIEWS its policiesing business»fro-m Portlabd, Me, and Self' Insurers

onte a year, or whenever a newto Portlarid, Or6 .

Howevtr, 'thdre is a thing or i') exposure« might arise, and sits

1 dowb with 'its broker shortly be- DAYNARD & VAN THUNEN CO. INC.
two uhusuhl ibbout 411]e way 'in-
surance 15 haridled our df the f .,_ _  / f fore the policies'are to come due

Haroid S. Daynard, President (author ofagain,

corporate headquartrs here dn .Dr. Joseph Sing,;r ':We've done our homewoi k Handbook on Transportation Insurance Losses")Long Island
when we come to the me€t-ng," 101 Maiden Lane, New York, N Y 10038

Dr Joseph Slnger is financial bility coverage, with linF its d $1 Dr Singer, who was European- 212-HAnover-2-2900
9

vp and treasurer of 'the firm He 'million and no' deductible; 13 with born and Vienna-educated, said Transportation and Cargoalso functions as ipsilrance rn[an- INA, as is a comprehensive. fidel- "We don't waste a lot of time at
ager, in addition to h15 duties,as ity policy tbat -*as d $500;000 the meetings,t'she said Consultation invited also on Theft, Fire
the one-man ICM findncial wiz- /limit. and Fidelity Losses"The crux of the whole tbing is
ard in a department that also Auto coverage on the ser eral having all pollcles start and end
employs seven women vehicles the firm 6wns iS fritten on the same day," the vp said,

ONE-MAN financial depart-
ments, even in a company the +

='

size of ICM- Magnetics, don't
ha*e time to waste. Thus, over -
the years 'Dr Sinder ,has de- - @tall , a Lain are i argains.veloped a rather scientific system'
that relegates his' insuranc6 buy-
ing functions to the ininimum, Ins ran e oubht dre ery niu Whethel you nsu e ** pe 7 It ma cost a tr A reIr * *- ud-:

amount of energy and time: Dr like umbrel as. yourbusine bi or it -111«, :14 111 + But that why,0 can elyon
Singer is a meticulous man, and The best do not*c me chean mnloy,ee benefits wat u -, r -11'5 the -ed umbrella ot h T avelers to
one gets the ' distinct impression And it s how eli Ine,y keep you assured ollklbur continue 1 K. r llc protect you a great deal more thor-
he does not want to wdste tune ca ere after u have ought them fter v.ou bve sel*mIN?=bl ple.!- 6gh j than the avera e run-cf-the-shuffling papers and insurance that c unts.
policies around over and over tion you need - '0=-*717 11 umbrella

.5 J I , 'l.L
4 t

again he Tr,t.FraliniuranCFC#np.id- 51.5 hink J uu Ii,i_12[nough It,«4 rr-f ibou,Y ,In a recent Perspective article 1 IncIR an 1 1,1 1 ill
* 47,4» " Fi -t,

in Business Insurance (April 13), t ,-' 4''
" - .3 74Dr Singer described how he has ' 'Al *g 44' '0 2- f-,-;.f *,jfs-43

tied all ICM's insurance policies : A- i A -1

. l. 14,+ t'
to the company's fiscal period /X< r

4 +4All policies run from March 1 to :

March 1 and are renewed and 1,Z
1/ I .:*420* A-·

reviewed at the same time annu- - 1 1

ally, thus avoiding the situation
many companies find themselves 1-- -

in "I once observed a company
that had as many 'as 400 policies
and, because of the manner of
handling, half the time of the clerk -
in the financial department was
taken up, he wrote

"Why do you think some com-
panies have 12 persons in their
insurance departments9" Dr Sing-
er said when asked if his princi-
ples could be applied to larger
companies with more complex in-
surance problems than those of
ICM Magnetics. The problem, he f,

feels, is that not enough insurance
buyers are administratively con-
Sclous "

ICM Magnetics has plants, in
addition to the Long Island oper-
ation, m Rochester, NH, Tempe,
Ariz, and Los Angeles. The com- .'

pany employs about 600 persons

INSURANCE coverage for the
firm is fairly typical of most
small manufacturing concerns
Fire, sprinkler leakage, vandal-
ism, boiler and business inter-
ruption is written by Factory
Mutual companies The company Ir.,
also has a manufacturer's output
policy with William H MaGee & .-

Co Inc The output policy, ac- AS

cording to ICM's broker, Edwin
H Zeitlin, president of Harris
Sloan & Finn Inc, New York; is =

r..a "very flexible" cover that in-
sures goods for a variety _of ex-

M

posures they might encounter be- «4
fore goods are put into the hands :4!
of purchasers

The company also has a ma-
rine 'cover with the MeGee firm

that covers goods from · ware-
house to warehouse in ICM's small  r
export bukinesh Deduchbles dn all
policies are ,"modest;"' Rr 4 Stilder,
said, in _the $500: to,$1,000 ·rng6,

"We don't liut--in» a']dlalim unl¥ib43.
it's su6stantial - -We -v*%-422'
tinue to„get the best· possible,(cova 3* '

egs,t," he<said«t f ®'' *>*1'ay'.ERY
ICM '**M:iEAB&m]Srellaf-,0*,

S . Affer: . ,
a

U .

. *- gs
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opinions UNION HOURLY WAGE/BENEFIT SCALES letters
Basic wage

scale Insurance Pensions (Thls column ts a readers' foT-
um Letters are welcome Address

Bricklayers $6.55 25¢ 25¢ Letters to the Editor, Business In-

Widening horizons Carpenters 6.05 19¢ 331/2 4 surance, 740 Rush St, Chicago, ILL
Electricians 7.30 31/2% 4% 60611 j

Painters 5.65 171/2¢ 20¢ 'No risk' bonds
W E HAVE NOTED with approval the current trend in the insur- plasterers 6.00 29¢ 6¢

ance business to wrap up under one corporate roof a full range plumbers 6.20 25¢ 25¢ To the Editor The little dit-

of insurance and financial services It makes good sense for a coordinat- Laborers 4.75 12¢ 35¢ ty under the headlines "Black
builder vainly seeks bond he

ed company team to sell to corporations and individuals a complete
needs" on the front page of your

financial security package including property-liability insurance, health April 27 issue is simply not true
and disabihty coverage, as well as financial services, including mutual Diversity in the hourly wages and benefits is demonstrated by these It is not always all right if you
funds A number of aggressive organizations have already provided figures for building trades in the Chicago area as of April 1 Employer are white

contrib-,tions for benefits increased 102% during the past yearone-stop shopping, as it were Many, many whites, especially
Source Bureau of Labor Statistics

Now we are witnessing the development of another trend, equally contractors in Florida, get real

exciting, that finds the staid insurance industry moving in yet another close to signing contracts on Jobs

marketing direction intended to satisfy the basic needs of American reinsurance carriers and other insurance companies This move will which exceed their bonding ca-

pacity They, too, would like to
business This trend finds insurers offering their expertise to business- bring highly special-zed abillties at physical and vocational rehabilita- make a big step from the medi-
es that may wish to self-insure to improve their cash flow, an option tion within the reach of insurers and self-insurers who might other- um-sized Jobs to the larger Jobs,
reviewed by insurance consultant David Warren in this week's Perspee- wise be unable to competently treat victims of accidents and disabling but they, too, have to comply
tive section illnesses with the bonding companies,

A numbet of forwai d-looking insurers recognize that even the most Now comes the announcement that Kemperco, holding company of sometimes excessive, demands

sophisticated and favorable retrospeetive rating plan requires major the Kemper Insurance Group, will sell for a fee its underwriting, The fact is that the surety corn-
monthly or quarterly outlays by insureds who are already pressed bY administrative and claims services to future property-liability subsidi- panies apparently want to take
the tight money market Wise businessmen figure that they can make aries of the Prudential Insurance Co This move makes it possible for all the risks out of writing per-

formance bonds The same is true
10%, 15 % or more on money used in their own businesses It makes Prudential to enter the personal automobile and homeowners under-

to a large extent with the writing
little sense to them to pay mgnificant premiums for workmen's writing hnes provid.ng one-stop personal hnes purchasing for custom-

of workmen's compensation for
compensation and general liability coverage before any claims accrue ers Kemper, which already sells loss prevention services through its roofers who pay an exceedingly

Insurers, therefore, have developed self-insurance service programs, National Loss Control Service Corp, will provide the expert proper- high premium here in Florida
a kind of a cost-plus arrangement under which the client pays an ty-liabihty service that Prudential needs to make a logical expansion As a result of this, our associa-
amount for claims adjustment, loss prevention and related services move tion has established a group self-

from an insurance company But the chent is not a policyholder, These exciting mives within the insurance business augur better insurers fund and is performing
rather he lS a self-insurer who gets the very real benefit of retaining service for individuals and businesses They demonstrate that a staid a valuable service to our mem-

a major share of his premiums to put to work in his own business old business lS waking up to the reahties of the times by adjusting to bers, small and large, financially
writing their workmens compen-

It makes good sense to us that in a competitive economy each do the real requirements of its customers We trust that traditionalists
sation covei age almost without

what he does best Insurers have developed tremendous expertise in among legislators and insurance regulators will be alert to these question We do require a past
such areas as loss prevention, rehabilitation, claims ad]usting and trends to give them proper encouragement and effective regulation history of "good pay record "
defense law Their track record lS not outstanding in making the best With a million dollar premium
use of investment capital, a fact that is pointed up by the high we are giving our members the
performance of the assets of insurers that have been taken over by maximum advance discount al-

conglomerates Mute managers lowed by law, 15% In addition,

Therefore, lt follows that these self-insurance service programs we have been making some real
A N INFORMAL Business Insurance poll on attitudes toward the good "indicated profits " Perhapsallow insurers to apply their experience while the self-insured keeps

.r-1 Cambodian campaign resulted in a not-so-surprising split of 18 for we, and other construction indus-his money at work It iS hkely that such self-insurance service
President Nixon's action and 12 opposed try associations, need to take a

programs will be introduced in the near future by a number of
What was more surprising-and disappointing-was that only one look at the bonding market to

insurers, though those who enter this activity must provide wide- among the risk managers, employe benefits administrators and others determine if we can help our
spread and expert service

polled was willing to be identified It struck us that this indicates that members obtain this coverage
It is noteworthy that in addition to entering the self-insurance By the way, we have black

Americans-whether they favor or oppose the Vietnam war-have
service field, some insurers are selling their special abillties to each contractor members of our asso-

other
become "the silent majority " Too few of us are willing to stand up ciation, and will welcome appli-
and be counted

Insurance Co of North America announced recently that lt lS cations from any others who

This silent syndrome especially infects the business community, want to join
setting up a subsidiary to sell rehabilitation services to self-msurers,

which has within it the most pragmatic and intelligent spokesmen in C. C. Dockery
the society When business leaders are afraid to speak up and be Executive Vice President, Flori-

counted, we have something to be concerned about da Roofing, Sheet Metal & Air

business insurancq This "silent syndrome," as it might be called, affects not only such Conditioning Contractors Assn,

burning national issues as the Vietnam war, but also minor but Inc, Lakeland, Fla

for buyers of employe, property and habty protection, critical issues that affect the managements of corporate risks and Destined for success
pension muestments, flnanctal services employe benefits Tco few persons active in these areas are willing to

To the Editor From the firstRANCE CRAIN, Editor RICHARD C BJORKLUND. Managing Editor speak out on pressing legislative and administrative actions thatSTEPHEN D GILKENSON, Easten Editor Associates New York-SUSAN issue of Buslness Insurance, it
TRAUSH, GEORGE R LANGWORTH Chleago-TERESA NORTON Washing- vitally affect their operations
ton-STANLEY E COHEN San Francisco-KENNETH R MACDONALD Hart- was apparent that it was des-
ford-ALLEN M WIDEM Minneapolls-ROBIN MENZ SUHRBIER Editonat As- To the extent that rlsk and benefits managers are mute, they cheat tined for success The insurance
statants New York-MEREDITH HUGHES Chicago-MICHELE MADDOCK Cor- their corporate managements and the business community of their industry and the buying public isrespondents in all pnnctpal eltles JOE FARACI, art director
Contnbliting Editors DONALD BERRY, vice president, C B LILLY Inc, East Or- best efforts It should be part of corporate sk management and the better for ltS existence and
ange, N J JOHN W GILES. attorney-at-law, 'Washington, D C CHARLES LEVIN- corporate benefits administration to get into the fray and speak out on will contmue to benefit for years
SON, insurance manager, Port of New York Authority ELI IOT BEIER, manager
of pension and profit-sharing services, Nuveen Corp. New York J E BENOIT, matters of government Federal, state and local agencies are becoming to corne

J E Benoit & Assoc, St Leonard, Quebec CARL J VOGT, supervisor of work- That your readers are frorn all
men's compensation. General Tire & Rubber Co, Akron. HOWARD L PECK. increasingly involved in areas that infringe or at least border upon
partner, Hewitt Associates, Libertyville, Ill BION H FRANCIS, manager of benefits administration and risk management It's about time that corporate levels and represent
benefits planning, Colt Industries, New York J P OLSEN, assistant counsel every part of the U S and Cana-
Ingersoll-Rand Co New York NED MILLER, partner, Romm. MIller & Lazarus, professionals in these fields speak up and make felt their voices and
New York HAROLD A CLARK. manager-planning, employe benefits Sferry da was proven recently by the

their experience 44New York JAMES J ANDERSON, insurance manager. Squibb Beech-Nut Inc, response to an article, More ef-
Rand Corp, New York JOSEPH GULLO, vice president of insurance, D H fective employe benefits commu-Overmyer Co . New York PAUL C JOHNSON. Insurance manager, Sea-Land
Service Inc, Elizabeth N J M REX PEARSON, insurance manager, Signal Cos. nications," in your April 27 Info
Los Angeles ROBERT ABRAHAMSON, insurance manager. Control Data Corp,
Minneapolis, WILLIAM J JONES III, assislant to the tieasuier, overseas chemical Sock the poll uters for Buyers column We at Hall-
division. W R Grace & Co. New York tech Associates would like to

thank you for making this serv-
ALFRED MALECKI, publisher labillty insurers here and in England have made the nght move ice available to us

RONALD R WALINDER, production mana Efer
District managers New York--CHARLES A HORVATH. THOMAS J O'MARA L oy optmg to exclude pollution coverage from the policies to bar In these times when mediocrity

Chicago-ROBERT L NIESSE coverage for those companies that knowingly pollute the environment is praised as "above average" lt
Los Angeles-DENNIS KOCH

Southern representative-WILLIAM B CARR. When the exclusicns have been written into hability policies, fines, is important that the true profes-
2500 N E 88 Lane Fort LauderdAle Fla 33308

penalties, punitive and exemplary damages will all have to be borne sional set the pace Keep up the
Assistants BERNICE STELTER, MARCY GARESCHER

by those who are guilty of pollution rather than their insurers New good work, as there will always

Published by Crain Communications Inc, Chicago, publisher of Advertising Age, policy provisions effecting these changes have already been adopted by be a place and a profit for "first
Industrial Marketing. Advertising & Sales Promotion. Marketing Insights raters "
G D CRAIN JR , chairman S R BERNSTEIN, president Insurance Co of North America and Lloyd's Members of the American Edward T. McCaffreyM A HARTENFELD, executlve mee-president, RANCE CRAIN, KEITH CRAIN,
J J GRAHAM, J V O'GARA, S E COHEN, D J CLEARY, JR, vice-presidents Insurance Assn and the American Mutual Insurance Alliance are ex- Manager, Halltech Associates,
G R CRAIN, secretary and treasurer J H TERRY, assistant secretary and assist- pected to follow suit
ant MeasuTer Cable address CRAINCOM New York, N Y

We believe that such exclusions are well justified After all, lt has
Published at 740 Rush St , Chicago 60611 (337-5200) Offices at 630 Third Ave, New long been contrary to publle policy to insure a motonst, for example, IMass buy i ng plan
YO,k 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, Los Angeles against the costs of being fined for drunken driving To the Editor. Your article

90048 i OLive 1-3710), San Francisco (GR 4-8532), Fort Lauderdale (771-8242) Just as surely as drunken drivers can snuff out life, polluters are Mass buying plan wins accept-
45 cents a copy. $10 a year in US, Canada and Pan America Elsewhere $4 a year
extra WILLIAM STRONG, circulation director ROGER DIGREGORIO, subscrip- capable of snuffing out the environment that supports life ance" in the April 27 issue of

tion manager Four weeks' notice required for change of address Address all sub- Insurance is intenced to meet the risks of doing business legitimately
Bustness Insurance, aroused our

scription correspondence to subscription manager, Business Insurance. 740 Rush
Street, Chicago, Illinois 60611

interest
It is not intended, nor should lt be used, to protect willful polluters

We would appreciate any in-
4*0 from meeting the financial consequences of their crimes against air, formation you have available

1=1=11' Member of Business Publications Audit of Circulation ASP water and earth Continued on page 14



Connecticut doctors taking aim at
malpractice insurance problems

HARTFORD-Not satisfied

with other efforts to curb costs of
malpractice insurance, the Con-
necticut State Medical Society
has begun a nine-month program
to devise a completely new for-
mula and push for legislation to
solve the problem, said a society
official heading up the project at
a conference held here the other
day.

"We're in the middle, between
the highest and the lowest rates
for malpractice insurance in the
country," said Dr. M. David Deren,
chairman of the Connecticut

State Medical Society's commit-
tee on medical economics and in-

surance, which heads up the mal-
practice insurance reform project.

"We are faced with several

problems with our professional
liability coverage--for example,
we're paying, at maximum, about
$2,300 a year for this coverage.
Just two years ago, in 1968, our
premium was only $680. During
the last six months we've had a

75 % premium increase," Dr. Der-
en explained.

THE RATE IS applied both to
established physicians and to
new medical school graduates
just starting out, he said, noting
that this was a real "sore spot"
among Connecticut doctors. "They
consider it unfair to be indiscrimi-

nate this way," he added.
Malpractice suits are increas-

ing all over the country, bringing
with them increasing costs of in-
surance. Especially hard hit are
New York, Washington and Cali-
fornia. Doctors in the latter

state, for example, have had
premium increases of 210% in
the last two years.

Senator Abraham Ribicoff

(D.-Conn.) recently reported in
subcommittee findings that pub-
licity.of higher malpractice action
awards in several states might
well result in an acceleration of

malpractice litigation in other
areas. The subcommittee cata-

logued several reasons for mal-
practice suits, including the dete-
rioration of the traditional pa-
tient-doctor relationship, greater

patient awareness of the right to
legal recourse, the growing so-
phistication of medical techniques
and an acute doctor sh ortage,
which may contribute to more in-
stances of overwork and error

among doctors.
"We don't know just how seri-

ous a problem malpractice is in
this state because there's just not
that much data available," said
Dr. William R. Richards, execu-
tive director of the Connecticut

State Medical Society. "One of
the things we are doing is de-
veloping a good data-gathering
mechanism. We're making it a
condition of membership in the

society that mandatory reports
on each malpractice claim be
made to the society regardless of
whether it comes to court trial or

not," he added.

WHEN IT BECOMES avail-

able, new information on mal-

Additional safety
for motorists

The Federal Highway Adminis-
tration conducted a test on break-

away poles that revealed no fatal-
ities arose from the 60 accidents

that occurred. Of the vehicles

damaged, 38% could be driven
away and estimated average dam-

age was slightly over $600 per
auto.

practice claims will be used for a
new peer review board similar to
the one set up by the Los Ange-
les County Medical Assn. in con-
junction with its new group mal-
practice plan, which goes into ef-
feet July 1 (Business Insurance,
April 27). The LACMA's review
board of physicians will deliver
an opinion on whether or not
malpractice has been committed
in each individual case. The

board will recommend that nec-

essary action be taken in those
cases in which it finds evidence

of malpractice. However, if the
board finds no such evidence it

will support the physician, even
to the point of testifying in court.

"Peer review has proven itself
a real deterrent to excessive

cases," said Dr. Deren, pointing
out that the New Hampshire
Medical Society has had a peer
review program in operation for
40 years. -They've only had two
malpractice cases reach court in
all those 40 years," he asserted.
"The first was settled and the

other thrown out of court."

Queried on his reactions to the

LACMA plan, which will be un-
derwritten by the Hartford Group,
Dr. Deren said, "We feel that plan

can certainly be irnproved on and
we think we can do it. We intend

to use Connecticut as a prototype
for a real answer to this problem
of malpractice coverage. We'll
spend about a year groping our
way until we come up with a so-
lution, including some legislation."

DR. DEREN revealed that the

Hartford Group indicated they
would not commit themselves to

other plans similar to the group
malpractice plan undertaken with

the Los Angeles County Medical
Assn. "They want to get at least

a year's experience under their belt
before they go ahead with other
ones. It's purely experimental as
far as they're concerned at this
point," he said.

A number of insurance brokers

have contacted the society, ex-
pressing interest in the medical

UUIC,Itaa clau,untl, duIic 0, 1/ IU/ 1/

group's malpractice problems.
"Most of their ideas are merely

restatements of existing policies.
I've torn these policies up and
simply explained to those bro-
kers who were interested what

we have to have," said Dr. Der-
en, noting that there were a few
who said they would "work" on
it.

In the meantime, Dr. Deren's
committee has scheduled a series

of meetings this summer to

thrash out the nine proposals of
the new program. He declined to
reveal these points, saying that
there was still some disagree-
ment about them. "We all know

that we've got to get our risk
exposure down. We've also got to

educate the lawyers and public
as well as the doctors to just how

big a problem malpractice suits
are becoming."

Unheard of! A million- dollarstar
with life insurance from whars-their-name.

He doesn't care whose, if it's special enough. Ours is. Through Comp-U-TermsM,
one of the newest inventions of Continental Assurance. An unknown. But no matter - his independent

insurance agent is tile one who tailors the insurance to his one-of-a-kind needs (though it's
available only through Continental Assurance). Your broker can do it too, structuring exclusive

benefits and premiums to increase, decrease, remain level-or do all three. Without a
rate book. Totally unique. As if it were his own insurance company! With you the

only customer! Unheard of! In a way, the more he sells, the less known we
become. It's why we've stayed unknown, while becoming No. 16

among more than 1800 life insurance companies.

ContinentaLAssurance:
I[[M (GI]®ae 211]CDVMID

(But No. 1 with insurance pros)

0

4 CONTINENTAL ASSURANCE G.
''-CN FINANCIAL CORPORATION

ALL FORMS OF LIFE, HEALTH, RETIREMENT AND GROUP INSURANGE PLANS. CONTINENTAL ASSURANCE CO., CHICAGO, ILLINOIS 60604 01970



Credit union insurance has bipartisan support
WASHINGTO N-Bi-

partisan support is building in
b6th the House and the Senate for

a bill introduced by Sen. Wallace
Bennett (R.-Utah) to establish a
Federal insurance plan for state-
and Federally-chartered credit

unions.

The idea for such a program
has been kicking around Capitol
Hill for years: but has never

been looked upon as a crisis is-
sue, so has never been seriously
acted upon.

s ecial ur ose

INSURANCE

For the risk without precedent

For the unusual risk

To simplify the involved risk

To supplement basic coverages

Multiple Line
FOR AGENTS and BROKERS

an

open
circle

cornpany

CAMERON and COLBY CO.

60 Batterymarch Street, Boston, Mass. 02110

Telephone 617/357-8400

©1967 CAMERON and COLBY CO.
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In two great hotels in the French Quarter.
And you don't have to choose - we're
only a block apart. You can hold a ban-
quet in one, a conference in the other.
And playin both. Andchargeeverythingto
your room. You can relive the splendors
of elegant New Orleans at THE ROYAL
ORLEANS and jazz it up in luxury on
Bourbon Street at the ROYAL SONESTA

HOTEL. You'll have twice the facilities,

While there still has been no

major credit union bust to spur
prompt action and heated Con-

gressional rhetoric, many legisla-
tors feel that the continuing de-
cline in the economy has led to
situations in certain large indus-
tries where credit union protec-
tion similar to the type provided
to banks by the Federal Deposit
Insurance Corp. is badly needed.

Under the Bennett bill, the in-
surance program would be sup-

ported by the credit unions them-
selves through premiums paid for

the insurance. The plan would be
administered by the recently es-

tablished National Credit Union

Administration.

While the proposed insurance
plan could potentially cover sub-

stantially all of the $14 billion

savings now in credit unions,

only Federally-chartered credit

unions would be required to have
the ir-surance. State-chartered un-

ions could obtain the coverage if

they wanted it.

In introducing his proposal,

Sen. Bennett pointed out that
strong support for such a plan
has been indicated by moves
within some states for statewide

credit union share insurance.

The first effort was in 1955 in

Illinois, but it had to be aban-
doned in 1964 "because of struc-

tural weakness and.... internal

squabbles," he said. Voluntary
share insurance for state-char-

tered credit unions in Massachu-

setts was started in 1961 and has

been highly successful, according
to Sen. Bennett. The Massachu-

setts Share Insurance Corp. now
has assets of about $5.5 million, he
pointed out.

During 1969, credit union share
insurance bills were passed in
Wisconsin and in Rhode Island. •

Hospitals may have to pay claims
as a result of Florida insolvency

NEW YORK-«Many New York
area hc,spitals may be forced to
settle millions of dollars of liabil-

ity and malpractice claims for
which they thought they were ful-
ly insured, according to reports
here. Others may also be faced
with similar problems.

The difficulty apparently stems

from the collapse last year of
State Fire & Casualty Co., Mi-
ami, and has spread to at least
one other insurer, Home Owners
Insurance Co. of Chicago, which
reinsured many of its hospital
risks with the Miami firm.

Home Owners Insurance Co. is

solvent. However, officials of the
Illinois State Insurance Depart-

ment say the company is in "fi-
nancial strains" because many of
its high-risk policies on hospitals
and doctors were reinsured with

the Miami firm. The latter was

ordered liquidated by a Florida
court after it was determined

that the company was insolvent
by more than $8 milli6n. Liqui-
dation is proceeding, but it is
expected to be some time before
it is known just how much, if
anything, insured parties will be
able to recover on their claims.

Home Owners must also wait out

the proceedings to determine the
extent of losses it can expect.

AT LEAST SIX New York

hospitals are known to hold poli-
cies issued by either State Fire or
H6me Owners. They are Mount
Sinai, Madison Avenue Hospital,
Montefiore Hospital and Medical
Center, Jewish Hospital & Medi-
cal Center of Brooklyn, Long Is-
land Jewish Hospital and Hillside
Hospital. Some of the hospitals
have already filed suit to deter-

mine who is responsible for the
policies. In at least one case,
Home Owners has refused to

honor a policy issued in its name,
alleging that the policy was is-
sued without its knowledge or
approval.

The situation has raised some

complex legal questions and also
presents a confusing list of indi-
vidual and corporate intermedi-
aries entering into the issuance
of the policies. '

Court records and hospital
sources indicate that most of the

policies now in doubt were pro-
cured, indirectly at least, through
two New York insurance brokers.

They are B&R Excess Corp. and
William H. Malone Inc.

According to records, Raymond
Karlinsky, president of B&R Ex-
cess, had been chairman of State
Fire from Dec. 1965 until some-

time in 1967. William H. Malone

had, in turn, been for several
years a principal in B&R Excess.
Both men also worked for Home

twice the great service and twice the fun
that great meetings are made of. Plus
fabulous food in the Rib Room and great
Creole cuisine in Begue's. Live and lively
jazz in Economy Hall, great drinks and
sounds to match in the Touche Lounge.
An Oyster Bar named Desire and ele-
gant nightcaps in the Esplanade Lounge.
It's all yours.
Because it's all ours. And it's all in the

family.

ROYAL AND »5ORLEANS
A SONESIA HOTEL

For more information, call or write Jack McCarty, Regional Sales Manager, The
Royal Orleans, Royal & St. Louis Sts., New Orleans, La. 70140, 504-529-5333.
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Owners for "a short time" sever-

al years ago. In 1964 they were
listed as a director and as an

assistant secretary respectively.

JUST HOW MUCH in claims is

in dispute is not precisely known.
However, at least one hospital,
Madison Avenue, has eight mal-

practice suits now pending against
it. The suits, brought by patients
or former patients against doctors
and the hospital, seek a total of
$4.6 million in damages. The hos-
pital was supposedly insured by
Home Owners during the time al-
leged malpractices were to have
taken place, July 1, 1964, to July
1, 1967.

The hospital's suit names as
defendants, besides Home Own-
ers, B&R Excess, William H. Ma-
lone Inc., Mr. Malone individual-
ly, and Peter E. Kramer, who is
identified as the broker through
whom the hospital obtained its
policy.

The complaint charges that

Home Owners "repudiated all

obligations under said policy."
According to the hospital, Mr.

Continued on page 36

letters
Continued from page 12
that may permit our company to
apply for this type of "Mass-
buying" for our employes.

We, here at Whayne Supply
Co., like so many of your readers,
feel Business Insurance is most

worthwhile and has helped us
considerably with our company's
insurance coverage.

W. T. Underwood

Controller & Assistant Seere-

tary, Whayne Supply Co., Louis-
ville, Ky.
Editor's note: There must be

Trially insurance carriers that

would be pleased to send Mr.
Underwood information about

mass-marketed automobile and

homeowners insurance. His ad-

dress is P.O. Box 1737, Louisville,
KV. 40201

Name source

To the Editor: In the Following
the Funds column of your April
13 edition you quote a "Washing-

ton Political Source." This quote
appears on Page 12 in Column 3.
I would be interested to know

whether it is possible for you to
name this source. If so, I would
greatly appreciate this piece of
information.

Norman F. Hausmann,

Supervisor, personnel and train-
ing, Connecticut General Life
Insurance Co., Hartford, Conn.
Editor's note: The source will

remain anonymous.



london line

Mance to confer with U.S. business leaders
LONDON-Plans are in hand

for Henry S. Mance, Lloyd's
chairman, to make an official
visit to the U.S. this fall. He

revealed his intention to business-

men at the American Chamber

of Commerce in London, and de-
clared:

"I am looking forward to the
occasion immensely. I will be
there for a month on behalf of

Lloyd's, which has longstanding
and close ties with America."

Business Insurance understands

that details of Mr. Mance's visit

Will become more fully known
later this year. It is expected that
he will meet leading personalities
in business, finance, insurance and
commerce, as well as organizations
with whom Lloyd's has close rela-
tions.

MR. MANCE, who spent three
weeks in Australia on a business

goodwill tour last fall, is 56.
He has been with Lloyd's since

1935, and has served on its
executive committee for the last

five years. He is a marine

underwriter and a director of

Willis, Faber and Dumas agency.
Moves for expanding Lloyd's

capacity by $250 million, and
other suggestions in the recent
Cromer committee report on its
set-up, have been occupying his

attention, as noted in an interview
with Business Insurance (May 11).

Announcing his intended visit
to the American Chamber of Com-

merce, he said. "The North Amer-
ican continent is today the most
important area of the world for
Lloyd's as international insurers.
Underwriters are well aware of

the scale and enterprise of Amer-
ican business from the aspect of
the risks we underwrite.

'The name of Lloyd's of Lon-

don in the U.S. conjures up
thoughts of the place where you
can insure anything. While this is
not quite true, it is my opinion
that the reputation owes more
than a little to the ingenious and
original requests we receive from
our American business connec-

tions.

"Leaving aside the odd hurri-
cane such as Betsy or Camille,
much of our insurance business

in America is to our mutual ad-

vantage. America gets first-class
cover, and Lloyd's makes a mod-
est profit out of it."

***

AFTER A TWO-YEAR study
of Britain's insurance industry,
the government-backed Consumer
Council has created a clash of

views by suggesting that the sys-
tem of payment for insurance bro-
kerage firms should be drastically

It proposes that brokers should
cease to draw commission from

insurance companies and should
move toward a system by which

they charge clients a fee for their
services.

Brokers would get government
licenses to operate, and there
would be standards of financial

soundness and expertise laid
down.

NATURALLY British insurance

brokers are opposing any change
of this kind, and insurance firms
have been reluctant to comment,

except to admit through the Brit-
ish Insurance Assn. that the pro-
posals are of great interest.

The study is also of the opinion
that most people in Britain are
underinsured.

It recommends that insurance

companies set up marketing and
information centers throughout
the country so that people could

buy policies on the spot.

The report is mainly directed
toward companies selling life in-
surance or domestic risk policies.

***

INTERNATIONAL pop stars

Tom Jones and Engelbert Humper-
dinck have had their life insurance

raised to $7.5 million each by their
employers, Management Agency

and Music, because they are such
valuable assets for stockholders.

Their lives were previously

insured for $2.5 million each, but
t ecause they contribute so much
to the comrany's earnings every
year, it was decided to keep the
insurance more in line with their

cash value

The insurance was placed on a

worldwide basis after nearly

three months' negotiations. Both
singers are under major contracts
to the agency, which also has
insurance for $3.5 million on
their manager, Gordon Mills,
board chairman of the agency. •

GAB lets success goto its head
And once there, we subject it to a cool appraisal by
our best brains. Sure, we're giving our clients the best of
everything in casualty and auto adjustment, as well as
fire, marine and allied lines. Sure, that means we save
thern money. But can we do better? Are we making
the most of new ideas? Can we save you
even more money? To keep our head
from swelling we have a 28-point
quality-control program *'hich
constantly measures the
performance of our i
3,750 adjusters,

4 5

1

t A

RB
General Adjustment Bureau, Iris
123 William Street, New York, N.Y. 10038
Over 680 offices coast to coast.

I =- %:

managersand executives. To keep us all abreast or

ahead of changing times we have an educational program
which takes 13 years to complete. And a young, aggres-
sive management with clc-fashioned ideas about hard
work for eieryone. Including themselves. So if you want

to save miney, get the job done fast and well,
and ease some of your internal

adjustment problems, call or
write us. We'll never be

perfect But we'll

always be the
best there is.
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following the funds

The 'go-got thing is dead-or at least should be
By GEORGE LANGWORTH

NEW YORK-Some have whis-

pered it and certainly the hint
that such a time was near has

come from developments involving
Investors Overseas Services and

the Enterprise Fund. However, a
corporate pension fund officer said
it aloud the other day when he
asserted that "go-go" investors
are a dying breed. Moreover, he
added, those that are not dead had
better get along with it.

At a recent meeting here of
pension fund administrators and
those serving thern most of the
speakers talked of the need for
greater performance, higher per-

formance and sundry other

things that those involved in
pension investments discuss when
they get together. For the mcst
part, they repeated the two-year-
old refrain.

William A. Hayes, director of
pension fund investments br

ITr, however, blamed the mar-
ket's exzesses-both high and
low-on an "emotional and irra-

tional" preoccupation with high,
short-term performance. "Gc-go"
investing must go-go, in other
words.

Mr. Hayes attributed the early
development of this "mania" to a
criticism of pension funds as be-
ing overly conservative. The crit-

icism gathered its real momen-
tim in the early '605, he said.

Pension fund money managers
tegan to,look with envy at a new
cult of mutual fund financial
"wizards" who touted their soar-

ing bull market success as ".iust
the beginning" and built their
"green thumb" reputations in tune
wi-ki their fees.

LEGEND HAS it that someone

lifted a phrase eoined by the
French to describe our pop music

:ni sewed "go-gc fund" to the
coat tails of these high-flying
geniuses who were tuying a
stock with a 25 % dividend at 70

times earnings. Prices continued
to rise and peopla continued to

ouy. Now, in darker times, the
go-go principle is still at work,
said Mr. Hayes.

"One day when the market

was going up sharply a broker
Dalled me to find out what I

thought and what I was doing,"
recalled Mr. Hayes, who oversees
slightly more than $1 billion dol-
lars in ITT's pension funds. "I
explained that I was sitting tight
and just watching-he was aghast:
Aren't you going to participate?'
he said incredulously. Now, when
the market is plummeting, the
same thing is happening. People
are saying, 'How can I afford to be
in anything. I have to be complete-
ly out of the market. '"

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

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

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

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

The Bank Of New York. The bank that manages money.
Main Office: £8 Wall Street, New York, N.Y. 10015 Member of The Bank of New York Company, Inc. Member FDIC

Mr. Hayes pointed out that this
kind of short-term thinking about
rneasurernent forces the corporate
money manager to try to Out-guess
the normal market fluctuations.

"The quick response developed as
an investment tool. Flexibility was
the by-word. Now there is a finan-
cial consumer rebellion afoot: If

somebody calls me up and tells me
that a security has jumped up a lot
of points, or a company is going to
triple earnings this quarter, or
split stocks or whatever, it would
probably make me go out to
lunch a little quicker. But that's
about all," he quipped.

The name of the game has def·-
initely changed, and people are
beginning to appreciate the "pru-
dent man" rules, Mr. Hayes said.
"The more important objectives
of a pension fund have to become
preserving capital and making
money in the long run rather
than short-term performance,"
he pointed out.

MR. HAYES had a dual warn-

ing for both corporate pension
officers as well as money manag-
ers seeking to handle a portion of
their funds. "Pension funds must

have much stronger leadership at
the top. The strategy of having
eight or ten money managers all
going off in their different direc-
tions just doesn't work in this
kind of a market environment,"
he pointed out. Strong, explicit
objectives must be formulated
and enforced by the corporate
officer, explained Mr. Hayes.

"The pension officer is going to
have to demand that his money
managers have more expertise in
fixed income management. We
can't escape the fact that the
fund must have sufficient fixed
investments to help cover the
fund's annual benefit obligations.
The fact is, though, most bond
portfolios haven't been effective-
ly managed in almost a decade,"
he said. The audience murmured
as he said it. A vp of Bank of
America later told Business In-

surance: He obviously hasn't seen
ours.

"Money managers will have to
show a capability in a much wid-
er range of 'industries," Mr.
Hayes predicted. He explained
that during the bull market many
corporate pension officers, seeing
the short-term quarterly results
of their portfolio, decided that
since there was a bond loss, the
majority of the portfolio's stocks
were indecisive, and maybe eight
or ten "glamor" or "growth"
stocks were sailing higher and
bailing the others out, the only
worthwhile investment must be
the handful of "glamors."

He termed this an "emotional"

and "irrational" position and com-
pared it to the position of some
of today's market's sellers. Mr.
Hayes called attention to a strange
phenomenon on the market re-
cently, noting Honeywell's stock
had taken a 25-point loss in two
days at a time when the company
was showing a very strong posi-
tion. "The people who are selling
like that are acting irrationally,
emotionally. We simply have to
become more rational about this

money management process," he
warned.

CORPORATE officers will find
that all these "new and im-

proved!' services which they must
now demand of money managers
develop greater experience in a
wider arena of industries, become
more professional, then their fees
are going up accordingly," Mr.

Continued on page 34
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Hartford merger greeted with guarded silence'
HARTFORD-ITT's proposed

acquisition of Hartford Insurance
Co. has drawn a step closer to
fruition here with Connecticut

State Insurance Commissioner

William R. Cotter's approval of
the proposal, exercising his re-
sponsibility under a new Con-
necticut law that governs such
rrlergers in the state.

The commissioner's move drew

a variety of reactions, most of
them unchanged since the ac-

quisition proposal was first an-
nouneed a year ago. But Hart-
ford's competitors and fellows in
the insurance industry seemed to
prefer a guarded silence, accord-
ing to a survey of the industry
conducted by Business Insurance.

In addition, the commissioner's
approval was followed quickly
by a Department of Justice an-
nouncement of its intention to

press its attempted prevention of
the acquisition.

IN HIS APPROVAL order Com-

missioner Cotter included the fol-

lowing conditions to which the
two companies must adhere:

• Hartford's headquarters
won't be moved from Hartford,
Conn., for at least five years.

• Hartford Insurance CO.'S

employment level or fringe bene-
fit levels won't be substantially
reduced for at least ten years.

• Hartford won't transmit

funds in excess of its earnings to
ITT for at least ten years.

• The Connecticut in:urance

department will have purview
over any Hartford investment in
ITT or its subsidiaries,

• Hartford will maintain the

current level ( 1964-1969) of its
underwritings in any line of in-
surance for at least five years.

• Hartford won't reduce "the

involvement of its personnel and

the level of the company's partic-
ipation, financial and otherwise,
in the civic and charitable affairs

of Hartford and other locil com-
munities."

"I THINK the Justice Depart-
ment stands a good chance to
stop this merger," Dr. Herbert S.
Denenberg, Loman professor of
insurance at the Wharton School

of Finance and Commerce of the

University of Pennsylvania told
Business Insurance. Dr. Denen-

berg had filed a letter with the
commissioner prior to his action
on the acquisition proposal. The
letter pointed out Dr. Denen-

berg's contention that the "ITT-
Hartford rnerger would con-

tribute a substantial anti-com-

petitive threat, while making an-
other significant contribution to

growing economic concentration
that has dangerous potential" in
our economy.

"It seems that any business
dealing of this magnitude would
result in an adverse effect on the

future capacity of the insurance
industry," he added, pointing out
that ITT's interests in Hartford,
because of its desirable cash flow

and fiduciary responsibility of de-
veloping future capacity for new
insurance, were interests at odds
with one another.

"If the ITT-Hartford merger

goes through I believe we're
going to see resulting reciprocity
on a grand scale, which is hither-
to unknown," the professor de-
clared flatly.

Dr. Denenberg's fears regard-
ing reciprocity were discounted
by another interested party,
however. "I think Commissioner

Cotter was right in allowing the
merger," said Charles K. Cox,
president of the Insurance Co. of
North America, a mammoth com-
petitor of Hartford's based in
Philadelphia. "I don't think he

had any realreason for denying
it. I read Dr. Denenberg's letter,
and felt he was off-base."

MR. COX noted that some of

the stipulations that Commission-
er Cotter required of the two
companies were strange. He la-
beled the required continued 'no-
blesse oblige' involvement of the
Hartford and its management in
community affairs as "ludicrous."

The agreement of Hartford and
ITT to the commissioner's dictum
to maintain the same level of

underwriting for the next five
years is more dangerous for the
company, Mr. Cox noted. "How
can you agree to continue to
write the same amount of cover-

age in all of your lines for the
next five years when you can't
predict what's going to happen?"

Mr. Cox felt a more serious

problem underlying the proposed

merger of the two giants was the
capacity pinch. "The capacity
shortage is real and Hartford is
simply not going to be able to
expand in a declining market,"
he said. As financial management
such as ITT increases its control

of insurance companies it will
necessarily reduce or restrict the

amount of capacity that the ac-
quired insurance company might
generate, he pointed out.

"I think the merger has a 50-
50 chance," Mr. Cox predicted in
the light of the Justice Depart-
ment's interest in quashing it
with an injunction. He doesn't

see this merger starting any run
on insurance companies by fi-

nancial management companies,
even if the Justice Department
doesn't win its case. "Most of

those who might have such a

move in mind have lost quite a
bit in this market," he explained.

AS REPORTED earlier, Ralph
Nader and Rueben Robertson, re-
nowned consumer advocates in

Washington, had filed a petition
with Commissioner Cotter prior
to his decision vigorously oppos-
ing the merger's approval. Mr.
Robertson, when contacted, indi-
cated that Mr. Nader and he

would petition for a reconsidera-
tion of the matter, possibly
through another hearing, based
on the entire range of obj ections
raised against the merger by all
opponents. If this action does not

work, he said that the two of
them might bring civil suit
against the commissioner.

Meanwhile, the Justice Depart-
ment's opposition to the merger
has been resurrected after a nas-
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cent period during the Connecticut
insurance commissioner's delib-

erations. Under a previous court
ruling, the two companies must
continue to maintain separate fi-
nancial records until the court
case--a permanent injunction

hearing-is settled. Opponents of
the merger expressed doubt that
such a "hold separate" order
could long remain effective after
the merging of the companies.
The case is scheduled for No-

vember.

The Justice Department origi-
nally opposed the merger on the
grounds of alleged anti-trust vio-
lations.

A spokesman for ITT pointed
out that ITT had been preparing
to defend its proposal since last
fall when the department first an-
nounced its opposition to the
move. I
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The difficulty in selling our EBP plans is finding ways
to occupy your extra tinle.

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
s:aff 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

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
THE MUTUAL BENEFIT LIFE IN SURINCECOMPANY/N EWARK, N.J./SINCE 1845



Rocky veto opens drive
for mass-marketed auto

coverage in New York
ALEANY-Governor Nelson A.

Rockefeller has vetoed a bill that

would have imposed stringent re-
strictions on mass marketed auto

insurance, paving the way for in-
surers to offer such coverage to
company employes in a more dis-
criminatory form.

The bill, which was pushed

hard ty various insurance agents'
associations, would have prohib-

ited such plans if less than 50 %
of the eligible employes in a
group participated and, according
to insurance company officials,
would have severely crimped the

success of mass merchandising in

New York state.

The measure would have also

fcreed insirance comE:anies to
write every member of the group
that desired such :overage, wil
one exception, that exception be-
ing persons who had teen con-

victed of driving while under the
iI:fluence of alcohol or drugs

(Business Instrance, May 11).

GOVERNOR Rockefellets re-

jection of the bill is expected to
signal a major drive by insuranDe
companies fcr mass merchan-
d.sedi business in this state. Such

a drive had beer- held up by the

'n -

pending legislation.
Under the payroll deduction

scheme of marketing disecunts to
participating employes are ex-
pected to amount to 1092 to 15%.
Similar savings in homeowner
coverage are also predicted.

The veto will allow underwrit-

ing Dompanies to deny insurance

to sonze bad risks in a group.
Insurance· agents pressing for

passage of the measure had ar-
gusd that shis will Ind to "Fol-
lute" coverages with good insur-
anze r.sks and, in a number of

years. make those gocd risks who

do riot have grcup auto coverage
available to them pay rates conn-
parable to what pcor risks will
have to pay.

An exclusion s.milar to that

propcsed in New York has al-
ready been enacted in Maine and
New Hamshire. Connecticut also

has such legislation, :though a
court decision has made it le-

cideily less stringent than the

proposed N.Y. measure. Colorado
also considered such a bill, but Will decide
rejected it. •

.r .

IT insurer
Kosnett named vp

Lawrence L. Kosnett, assistant
vp with Johnson & Higgins. New
York, has been named a vp in
the employe benefit plan depart-
ment. A graduate of the Univer-
sity of Michigan, Mr. Kosnett had
worked for the Pruder_tial Insur-

ance Co. prior to joining J&H

Manager appointed
Peter S. Pilgrim, accounts IT:an

in the special accounts depart-
ment of Marsh & McI-,erinan Inc.,
Chicago, has joined the Milwau-
kee Marsh & McLennan office as

manager of general insurance. He
will also develop the office's f:-
cilities to serve commercial firms

seeking property and casualty
covers in the Wisconsin area.

Smash? Cash!
Vv'hen ycir Reliance pc,licyholder finds himself dented and battered,

call o.,r Blue Streak girl immeciately She's Reliance's special new

Clairs Se-vice Refresentative who will start the wheels timing

fast to get a fair settlemen, for yo Jr client.

Just call her with the facts. Proce€dingswill start before the

paint is cry Vou'll hav€ a happier client, less red tape

anti almost no paper work. It's tie fastest claims service go ng.

dlust how fast depends on how quidkly you contact Reliance!
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must pay
SAN ANTONIO, Tex.-The

Witte Museum had a $200,000
policy on'its $350,000 MeFarlin
diamond, stolen in 1968, but the
Maritime Insurance Co. Ltd. of

Liverpool, England, has refused
to pay on the coverage, and ac-

cording to a Federal court ruling,
a jury must now settle the dis-
pute.

The insurers, represented here
by the Albert Hirschfeld broker-
age, have backed out because of
a policy rider stipulating that a
guard always be on duty during
public hours at the museum. The
diamond was taken when the

guard took a short break.
"I had never heard of the ri-

der," William C. Wiederhold,

president of the San Antonio Mu-
seum Assn., told Business Insur-
ance. "I never saw it in the policy.
They must have added it after the
coverage was written, but they
didn't tell us about it."

Mr. Wiederhold said the mu-

seum rarely had trouble and that

the theft of the 49 46 karat, emer-
ald cut gern was their first big
loss.

The brokers refused to make

any comment on the issue.
U,S. District Judge Adrian

Spears said the trial would take
place some time in July and that
attorneys' preliminary briefs must
be filed by June 15.

Former Texas A&I football

player Cecil Yancey Evans

pleaded guilty to the diamond
theft in 1968. However, the gem
still hasn't been recovered •

Pensions,

profit sharing
initiated

PROVIDENCE-After 40 years
without a pension and profit-
sharing plan, Federal Chain Co.,

a jewelry manufacturer, initiated
a program providing immediate
benefits at age 65 for its 125
employes, many of whom are
ready to retire.

"It's very unusual for a com-
pany to do this," said Vincent
Vallaro, vp of Pension Designs
Inc., the firm that set up the
plan. "Normally plans are geared
to fit the pocketbook of the
stockholders, but in this case
most of the money is for the
employes."

Anthony Sion Jr., vp at Feder-
al Chain told Business Insurance

that about 35 people, which is
almost 25 % of his work force,
are planning to retire in June.

"WE ARE EXTREMELY proud
of our employes and appreciative
of their loyalty and hard work,"
he said. "We decided it was about

time we set up a benefit pro-
gram."

He explained that the jewelry
trade hasn't usually had benefit
programs because its employes are
mainly part-time, unskilled work-
ers and much of its work is sea-

sonal

Federal Chain's new plans
went into effect in January and
are all company contributed. The
pension plan is based on a
straight percentage of salary,
providing for 2% per $7,800. The
company pays 15% of its payroll
into the profit-sharing plan.

Benefits also include individual

life contracts written by Guard-
ian Life Insurance Co. These

contracts provide for not more
than 40% of the employer's con-
tribution as a death benefit. •



Tyson's Foods benefit program is
geared to workers' value to company

SPRINGDALE, Ark.-Employes
of Tyson's Foods Inc., one of the

nation's top ten poultry proces-
sors, benefit handsomely from a
multi-million dollar product that
graces picnic tables and family
dinner tables throughout the
world.

Chickens are big business in
this Arkansas city, headquarters
for Tyson's Foods and other giant
food producers in the broiler in-
dustry. They are important, but
the welfare of the people who

process and sell the three-pound
feathery creatures is the top con-

cern of Poke Knight, Tyson's
personnel manager.

Mr. Knight handles Tyson'S
employe benefit program, which
is experiencing some of the same
hospitalization cost problems as
other companies in Arkansas and
the nation.

THE COMPANY carries a full

line of hospitalization coverage,
retirement plans, life insurance,
vacation pay and sick leave cov-
erage for its workers, but no
other problem is more pressing
than hospital and doctors' costs.

"One of the main problems is
the cost of hospital benefits," Mr.
Knight said recently. "We fix it

up this year and next year it's no
good. The whole ball of wax goes

are peril to
giant tankers

LONDON-Battle casualties

from two world wars can imperil
giant tankers around shallow ap-
proaches to European ports, ac-
cording to a Royal Navy report
just released in Britain.

Insurers and tanker companies
are warned of the dangers, stem-
ming back in some cases more
than 50 years, by Rear Admiral
G. S. Ritchie, official hydrogra-
pher to the British Navy. He re-
veals in his official report that
the sea waters around northwest-

ern Europe are "cluttered with
the wrecks of two world wars."

Then he points out: "With the
present state of the science of

hydrographic survey and with
the shallow and changeable seas
in the areas of these wrecked

vessels, anxiety is felt at the
minimal below-hull clearances

accepted by the tanker compa-
nies.

"THE IMPORTANCE of pro-
viding detailed hydrographic in-
formation on deep-draught routes
is accepted. But such surveys are
time consuming, very expensive,
and have to be fitted in with oth-

er important work. Tasks of this
magnitude cannot be done quick-
ly. In the meantime, the construe-
tion of these monster tankers con-

tinues."

Super-size vessels are creating

a serious hydrographic problem
to naval scientists. Britain looks

after the approaches to its own

waters, and also maintains re-
Sponsibility for the Persian Gulf
area, because its interests there
go back so many years. The third
shallow-water area, the Malacca
Strait, is covered by international
operations.

Around Britain, mainly in the
North Sea, there are complicated
and often changing sand waves
of ten metres amplitude in shal-
low waters, which pose prob-

up."

Tyson's benefit program for its
employes is geared to the em-
ploye's worth to the company
and benefits correspond with this
worth. Most of the workers in a

processing plant are women and
their good health is of such sig-
nificant value that the company
pays to protect it.

The company Lays for em-
ployes' hospital insurance, Mr.
Knight said. Il :he employes
want to include their families in

the coverage, they must pay this
themselves, he said.

THE FINANCIAL perils await-
ing persons without at least
some hospitalization insurance

are pointed out in cost compari-
son from three years ago. Mr.
Knight said that a semi-private
hospital room cost $17 a day in
1967 and now it's $35 daily in a
Springdale hospital. The insur-
ance doesn't cover all costs, but it
provides for the bulk of them.

Tyson's uses Continental Casual-
sy and Life Insurance Co. for its
hospitalization coverage. The firm
also carries a basic $1,000 life in-
surance policy on hundreds of
hourly workers.

The company employes 2,200
persons here and at facilities in
Monette, Mo.; Knoxville, Tenn.;
North Little Rock, Ark.; and
Oklahoma City, Okla. Tyson's
Foods, which also operates a

franchise business under the

name, Chicken Hut, processes
more than 60 million broilers per
year.

Mr. Knight said that hospital
and doctor's costs are his major
problem in the employe benefit
field. "We have workmen's com-

pensation but we would like to
come up with something to beat
hospital and doctor costs. Inflation
has got to stop somewhere. We
can't discontinue coverage and
leave the folks sitting there with
nothing."

AND FOR SURE, Tyson's
doesn't intend to let its supervisory
and executive personnel sit there
without anything. In a business
where a few ounces on a chicken

mean the difference between a

profit and loss, the good executive
and supervisor are valued highly.

"Benefits for supervisory peo-
ple are based on responsibility,"
Mr. Knight said. The plant fore-

men and others in similar capaci-
ties get life insurance protection
from the company in three cate-
gories, according to responsibil-
ity, he said. One supervisor's
coverage equals his yearly salary,
another would qualify for cover-
age amounting to one and one-
half his annual salary and the
third category of supervisor gets
life coverage double his yearly
earnings.

Mr. Knight said executives,
who travel extensively, receive
at least $100,000 worth of acci-
dent insurance, plus a minimum
of $40,000 worth of life insur-
ance. The executives pay 50 % of
the cost of their life insurance, he
said. They also participate in a
long-term disability insurance
plan and a cornpany-operated re-
tirement system.

The retirement plan steers
clear of insurance features and
concentrates on growth stock,
Mr. Knight added. •

ARE ALL its own problems. Its own insurance problems, too. The Home

Sure-they're all in business. That's where the "alikeness"
ends, however. For every business has its individuality and

knows this and doesn't try to lump

BUSINESSMEN policy. The Home offers an Industrial

different categories of business
together with the same broad-based

Policy. And a Farm and Ranch Policy.

REALLY
we're The Home of Insurance, we mean it! So-for

And a Marina Operator's Policy. And an Apartment Owner's
Policy. And a Business Owner's Policy. And more. When we say

protection that's geared to your specific business, 698

JALIKE I you'llfindhimintheYellow Pages.
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Federal Life and Casualty Company
Peoples-Home Life Insurance Company of Indiana
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Crash program saves Signal $2.5 million

Company sets up brokerage; shaves dollars
By STEPHEN GILKENSON

NEW YORK-The Signal Cos.,
a diversified California-based firm
with major interests in oil and gas,
trucking and aerospace, totaled'up
its insurance costs a couple of
years ago and found it was spend-
ing $20 million a year on insur-
ance premiums. The powers that
be apparently thought this an out-
rageous sum to wave goodbye to
annually, so they sat down and·did
something about it.

Essentially, the conglomerate
decided on two courses of action.
One was successful.- The other
was not.

First, the company changed- its
insurance philosophy somewhat,
assumed higher deductibles and
self-insured more heavily in
other areas. Second, the firm sat
down with its brokers at the time
and others as well and tried to do
business on a fee basis, thereby
shaving dollars from broker com-
missions. The brokers didn't go
for it.

THE ALTERNATIVE, M. Rex
Pearson, insurance manager, said
the other day, was to go into the
brokerage business. Signal Cos.
did and, in effect, it is now pay-
ing itself commissions. The com-
pany is also profiting from fees it
collects for policies on which it
acts as broker for other corpora-
tions.

In a way, it was simply a case
of "If you can't lick 'em, join
'em."

Risk Controls Inc., a wholly-
owned subsidiary of the Signal
Cos., was licensed to do business
last August. It placed its first
policy Oct. 1. By year's end-three
months later-the firm had placed
business totaling $2.9 million in
premiums.

"This year," Mr. Pearson said
while on a recent business trip
here, "we should do $7.5 million
in premiums with no sweat at all.
We're probably the fastest grow-
ing broker in this country. And
when I say that," he added, "I
mean in business generated in-
ternally-not business acquired
by merging with other brokers."

To get into the brokerage busi-
ness in California a firm must
write 50 % of its business from
outside sources for the first five
years. Thereafter it must write
66% from outside sources. The

rernaining 33 % may be its own.
Risk Controls Inc., according to
Mr. Pearson who, in addition to
his duties with the parent firm is
also a vp of the young broker-
age, will be placing all the parent
firm's insurance business in about
five years.

THE NEW FIRM got its start
when Signal bought two small
individual Los Angeles insurance
brokerages. It also got a large
book of business from Parker &
Co. in New York when it took
over physical damage coverages
on Mack Trucks. Mack is owned
by the Signal Cos. At present,
according to Mr. Pearson, the
brokerage firm has about 185
clients. Its only client of any size
on the East Coast is the Oil Shale
Corp. On the West Coast it re-
cently picked up another large
client, Pacific Outdoor Advertis-
ing. Risks Controls Inc. will open
an office in the New York area
in the near future. That was one
reason the executive was here
the other day. He's looking for a
talented broker to run it for him.

According to Mr. Pearson, Risk
Controls Inc. uses the "total sys-
tems approach to risk manage-
ment." It is the same system the

Signal Cos.' insurance depart-
ment has developed in facing its
own insurance needs.

"We think insurance should be
the last place to look for protec-
tion," the vp said. "We analyze a
risk, decide from past expel:ience
where we can assume higher de-
ductibles and perhaps even self-
insure some risks. Insurar_c€, aft-
er all, should only be used to
beat the odds. Where those odds
are in your favor, why should
you insure them?

"We've carved about $2.3 mil-
lion off our insurance costs in the
past two years," he added r_otng
that the cost cuts have ccme

largely as a result of assuming
higher deductibles. "On the bro-

ker side, of courae we've driven
our commissions down sorne-

what,' he said of the reent
move intc the broker field, ''but,"
he added, "we've done so withiut
discrninating agzinst our otner
cust=mers."

RISK CONTROLS Inc. works
witt. cutside clients on a fee basis,
just as it does w. th its own in-
ocmpany Signal business. Mr.
Pearson is a firm believer in the

fee approach and agrees with those
whc say hat if th brokerage in-
lustry dces not zorne around to
the idea in the next few years it
may find itself in serious straits.

The fee varies according to a
Dcmpany's needs.

"We go into an account and
analyze it first. Then we ask
what the account expects of us.
Is there any travel involved? If
they have a loss in, say, Kanka-
ke€, Ill., are we going to have to
travel there and study the situa-
tion? If they acquire a widget
factory somewhere else will we
have to go and analyze the new
risks that may be involved? If
we have to do that it is likely the
fee might exceed a normal bro-
ker commission.- If we don't-if

the company has its own risk
department-we'll negotiate a fee
and it will Likely be lower than a
broker commission."

The Sign al subsidiary hopes to
do more and more business with

Wealsoinsu-ed them againstlit-legirls with sharp,
oointed c·biects. Against faulty a r-conditioning and
short circuits. Against any one of the nundreds of things
-hat could serve tc ruffie their composu-e

Beca JsE these founding fathers are mode 0= wax.
Ard aloig wifh almost tv,o hundred other well-known
senior citizens, you can finel tfem in permanent resi-
deice a- the popular Nat inal Historical \Nax Museum
n Wash ngtcr D.C.

the larger clients, Mr. Pearson
said, noting that Risk Controls is
not ignoring the smaller ac-
counts. It's more a case of where
the firm's expertise is. "We're fa-
miliar with them" he says ·of the
big clients. It appears also that
the most money can be saved for
the larger insurance buyer.

"When we find a client spend-
ing $75,000 or more a year on
workmen's compensation, for ex-
ample, we'll tell him to self-in-
sure and recommend that· he get
himself a stop-loss contract with
a reinsurer to cut off his losses

at, say, $50,000. This is heresy in
the brokerage business."

Continued on page 22

Using the old bean. Sure, these life-size figures
are a unique risk. A one-of-a-kind. But the world of in-
land marine is full of unique risks. And when there's no
manual to go by, it's good to know there's someone
with the kind of iudgement it takes to insure them.

Putting the past to work. Judgement, of co„rse,
can't operate without experience. At MOAC, our years of
operations - plusthe recordsond research facilitiesthose
years have contributed -permit our underwrite-s to



Lucrative veterans property cover
goes out to bid in state of California

SACRAMENTO-The state of

California will "eliminate any
suggestion of preferential treat-

ment" in the award this year of
an extremely profitable insur-

ance contract on 123,000 farm
and personal properties financed

with state loans to military vet-
erans.

During the last 10 years, two
five-year contracts have been
held by the National American
Insurance Co. of Los Angeles de-
spite criticism that the awards
were made as a result of political
considerations.

According to Frank D. Nicol,
veterans affairs director for Cali-

fornia, the bidding procedure this
year is more formal and compre-

hensive than the method used to
award the business in 1960 and

1965 during the administrations
of Gov. Edmund G. Brown. Na-

tional American won the awards
both times. The late owner of the

insurance company, Harold F.
Ahmanson, was a generous earn-
paign contributor to Gov. Brown
and other public officials. ,Mr.
Ahmanson died in 1968.

UNDER EXISIING California

law, the state veterans director
may award the insurance con-

tract to any company, irrespec-
tive of whether or not it offers

the lowest prermum bid. The di-
rector can solicit bids or negotiate
the terms with a company of his
choice.

Gov. Brown's veterans affairs

director, Joseph M. Farber, re-
awarded the property and casual-

ty coverage on the veterans' prop-
erties to the Ahmanso n-owned

zompany in 1965, despite the ob-
jections of former state insurance
chief John F. Brady. Mr. Brady,
since retired, termed the procedure
used then as "extremely unusual"
and called the contract terms "an

iddball arrangement." He said he
found at least two of 16 other pro-
posals lower in premium with
equal or better coverage.

Mr. Nicol, who is Gov. Ronald
Reagan's veterans director, said
he is following guidelines and
recommendations of the new

chief insurance officer, Gene

take full advantage of their insight and common sense. and a reputation for fair, fast claims service.
And to design coverages for iudgement-rated exposures At MOAC. we write all kinds of marine insurance.

that run from tank farms to TV towers, contractors' We'll write it by the manual when it's possible. And
equipment to motor truck cargo. we'll write it or our own when it's not.

Back-up that makes sense. Then there's al I the For more in formation, write Manager of Marketing
support that MC)AS provides to give you help when you Services, Marine Office · Appleton & Cox Corporation,
need it. Including a staff of marinesurveyors, a,IdIA,n 123 William Street, New York, New York
engineers, and field men; over 30 depart- M 11 10038. Aviation insurance available through
mental and service offices in North America; SV YI Associated Aviation Underwriters.

Marine Office · Appleton & Cox Corp

Marquant.

Mr. Nicol said the bidding pro-
cedure "guarantees that all sig-
nificant markets will be can-

vassed and properly approached
to insure the broadest possible
range of competitive offers.

"THE DEPARTMENT," Mr.
Nicol said, "will utilize a group
of qualified agents and brokers,
acting jointly, to represent insur-
ance companies preferring a joint
broker system. Bids will also be
accepted from insurers who wish
to bid direct to the state and from

any independent agent or broker
designated by a company for that
purpose."

Mr. Nicol said that application
of the joint broker arrangement,
combined with other standard
methods of bidding, will help se-

cure bids from some blue-chip
companies who might otherwise
not be interested or who would

refuse if flooded with requests
from too many sources.
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"Our multiple approach to the
markets is nonexclusive, and to-
gether with the strict bid process
will serve to eliminate any sugges-
tion of preferential treatment,"
said the veterans affairs director.

The deadline for bids on the

contract, which will be effective
Dec. 1 for five years, is July 1.

THE PROFITABLE nature of
the contract was confirmed by a

report issued by the state insur-
ance office on the net earnings of
National American on the con-
tract since 1963.

The report shows that during
the seven years since, National
American received $13,924,342 in

earned premiums and paid out
$10,277,354 in claims. The net
gain of $3,646,988, or 26%, com-
pares with an estimated insur-
ance industry average profit of
3 % to 5 % on such policies.

The state finance department
has estimated that National

American also netted several

million dollars from interest on

premiums during that time. The
state collects premiums from vet-
eran property owners in a lump
sum for the five-year period and
advances thern to the insurance

company.

In addition, the report pointed
out that the company had little
overhead expense in servicing
the contract, since the veterans

affairs department processes, in-
vestigates and determines claim
payments, which are then paid by
National American.

HOWEVER, IT WAS also not-
ed that National American's per-
centage of profit on earned premi-
ums has declined annually during
the past 10 years from about 45 %
in 1960 to about 10% last year.
The decline is attributed to infla-

tion of repair and replacement
costs.

The decline indicates that the

winner of the insurance bid will

have to get higher rates, or offer
less coverage. National American
is getting 42¢ to 60¢ per $100 of
valuation, with the lower rate
applied when the property owner
assumes a deductible.

The Los Angeles insurance
firm won the contract initially in
1960 in competition with a corn-
bine of 238 insurance firms. Dur-

ing the administration of Gov.
Goodwin Knight before that the
contract was "spread around" to
a number of insurance firms, in-
cluding legislators who were
parttime agents. I

Study rehab
in California

SAN FRANCISCO-California's

division of industrial accidents has

started tabulation of a study to

determine what is being done
throughout the state by insurance
companies or employers toward re-
habilitation of work accident vic-

tims.

Initial tabulation indicates, ac-
ec)rding to R. A. McLeod, special
rehabilitation consultant, that 14
insurance carriers and 15 self-in-

surers account for approximately
65 % of the compensation prem-
iums in the state and have been

engaged in rehabilitation.

The carriers and self-insureds,
McLeod said, have reported on a
total of 1,458 cases. In about 40%
of the cases, the problems of the
injured employe were solved with
placement in a different job but
with the same employer. In an-
other 40 % a change of employers
was required and in the remaining
20% the injured worker received

a lump sum payment.
Only 309 of the 1,458 injured

utilized the services of the Cali-

fornia state department of reha-
bilitation. •



Oystermen sue for pollution damage by utility
SAN FRANCISCO--What may

become a test case to determine

business liability for damages in
the environmental field h:s been

filed in superior court here.
The case involves oysters and a

claim for $10,626 in damages. De-
fendants are Pacific Gas & Elec-

' tric Co., its sub-contractors and
Leslie Salt Co.

The suit, filed by Belon Oysters
of California charges that installa-

tion of a PG&E power line across
northern San Pablo Bay caused a
minor ecological disaster that an-
nihilated hundreds of thousands

of commercially grown oysters.

STEPHEN HALPRIN, secre-

tary of the oyster-growing firm,
said "several hundred thousand

oysters, many of them nearing
readiness for Bay Area markets,
were destroyed by constructjon

work on the Ignacio power line
early in 1969.

"They totally destroyed our
test plot there," he claimed, "either
with their mechanical equipment,
changes in water level to float

their equipment, or through sil-
tation."

The North Bay site, at the
Napa-Solano county line, was
leased by Belon from Leslie Salt
as the oyster firm's first major

bay area test plot. "We were ex-
perimenting with two new spe-

cies of oysters especially adapted
to San Francisco Bay waters,"
Mr. Halprin said. The Palo Alto
oyster firm has other major oys-
ter growing plots at Morro Bay,
on the central coast.

The suit charges that either
PG&E or Leslie permitted the
contractors, Manson Construction
and Engineering Co. and General

INA's pollution liability exclusion told
SAN FRANCISCO--Insurance

Co. of North America has become

the first carrier to formally rec-
ognize the potential liability prob-
lems of ecology-claims for dam-
ages arising frorn environrnental

pollution.

The INA endorsement provides
that: "This insurance does not

apply to bodily injury, personal
injury or property damage aris-
ing out of pollution or contami-

An honest answer to both ques-
tions can be the same: Comp Care
from INA and PEG.

For any of your injured employees,
Comp Care goes a long way beyond
just paying out money. We care
about people, and we show it in
helpful ways that can make accidents
just a little easier to bear.

When it comes to rehabilitation,
for example, our MEND program
swings into action to get treatment

nation (1) caused by oil, or (2)
caused by the discharge or es-
cape of any other pollutants or
contaminants, unless such dis-
charge or escape results from a
sudden happening during the

CANTRON MFG. INC.
602 [*th St.,Philadelphia, h

Henry 0 Guariri
8725 Richey Ave
Collingswood N J

Ht 6' 1"

started by medical specialists right
away. Psychological treatment too,
to help restore an injured man's
confidence in his future.

A MEND nurse will look after

him and his family, making sure
their essential needs are filled and

expenses met. And if it's needed,
our MEND program will give your
employee vocational retraining that
will return him to useful indepen-
dence without wasted time.

You owe a program like this to
yourself because, in the long run,

Hmr Br Eyes ,Br
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Insurance Company of North America
Pacific Employers Insurance Company

INA Corporation Companies

policy period, neither expected
nor intended from the standpoint
of the insured."

Insurance executives place em-
phasis on the difference between

"pollution" and "contamination." •

Comp Care can often result in your
lowest net cost. Add to rehabilita-

tion an effective program which re-
duces accidents, provides emcient
loss control and accurate payroll
classification and you have total
workmen's compensation coverage
that could cost you less than.you're
currently paying.

It's certainly worth investigating.
Ask your INA or PEG agent, or
your broker, about Comp Care.

Construction Co.,
the oyster bed.

PG&E officials

comment on the suit.

Signal .

to trespass on

declined to

..

Continued from page 20

THE VP ADDED, "Also, al-
most invariably we tell a client
to self-insure his property dam-
age covers on company-owned
vehicles. Experience almost al-
ways shows that a company is
merely trading dollars with an
insurance company for these
covers, with the insurance com-

sns'geHtirddarothitohtehebrr
gets his cut from this business as
well.

A decision to self-insure or as-

sume higher deductibles, how-
ever, can only be made when ex-
tensive records of losses are kept
by the insured or his broker, Mr.
Pearson p6inted out. This is part

of what he calls the total systems
approach to risk management.
Signal, for example, has been
keeping such records on comput-
er for several years and at the
press of a button can get a read-
out on where the losses have oc-

curred and what they have cost
the firm or its insurers. The same

service is also being provided for
clients who do business with Risk

Controls.

While the decision to go into
the brokerage business was ar-
rived at largely as a result of the
fact that brokers-and the larg-
est of them were the most hard-

nosed about it, Mr. Pearson said
-would not do business on a fee

basis, it is hoped that Risk Con-
trols will one day become a via-
ble part of the Signal Cos.' or-
ganization. The conglomerate now
numbers about 170 corporations.

"The firm was not set up to

write its own business alone,"
Mr. Pearson said. "We're in busi-

ness. Eventually Signal business
will become an insignificant por-
tion." Risk Controls' pretax earn-
ings for the first three months of
operation amounted to $190,000.
This year's gross earnings may
be as high as $700,000, Mr. Pear-
son said.

SIGNAL is still doing consid-
erable business with outside bro-

kers because of California's 50-50

rule. At present, for example,

Risk Controls is placing only
about $2 million in premiums for
Signal. The remaining $15 mil-
lion or so is still being placed by
outside brokers. Emmett & Chand-

ler of Los Angeles has the largest
chunk of the business and, Mr.
Pearson admits, relationships there
have become somewhat strained

since Signal became a competitor.
Risk Controls recently grabbed up
a slice of business almost from un-

der Emmett & Chandler's nose.

The Los Angeles broker, how,-
ever, still handles all of Signal·'s
employe benefit coverages. "We're
not into that yet," Mr. Pearson
said of Risk Controls, "but we will
be when we're geared up for it.?'

The firm will also open an of-
fice on the East Coast in the near

future,.but it will not be in New
York City.

"It will be in the New York

area. Jersey or Connecticut per-
haps. We think it would be a
mistake to open an office in
Manhattan. It just doesn't pay.
It's very expensive here and
there's no reason why a man 10-

cated just outside the city can't
come over for a day. Setting up
an office here would be contrary
to our general philosophy to save
money for the client,?' Mr. Pear-
son said. •



speaking of security

Effort to end vandalism attempts
to get Boston children 'to identify'

BOSTON-The young vandal
wantonly destroying public prop-
erty is a common bdgeyman in a
lot of people's nightmares, espe-
cially those of insurance under-
writers and city officials.

But the parks and recreation
department here isn't calling

in the national guard. It has de-
cided to meet the problem with
some quiet Madison Avenue soft
sell, and has hired an advertising
agency to conduct an antivandal-
ism campaign in city elementary
schools.

Irving Sacks, president of
Sacks, Ltd., has set up the sum-
mer program which is designed

Associations

offer fringe
benefit plans

NEW YORK-Three service

organizations have been offering
a complete program of surgical

major medical and life insurance
benefits to their employer mem-
berships.

This, and a similar program
undertaken recently by a phar-
maceutical association, are part
of an increased trend among such
organizations to avoid unioniza-
tion.

The North Atlantic Food Deal-

ers Assn., the Virginia Food
Dealers Assn., and the Society
for Professional Management

had a program designed for them
by Daniel & Young Associates,
and association insurance con-

sultant. The comprehensive ben-
efits plan, earmarked for clerical
and management level employes,
includes a $100 deductible major

medical schedule, paying up to
80% of any reasonable medical
expenses including semiprivate
room and board, other hospital
charges such as drugs, x-rays
and private nurses.

The major medical plan is lim-
ited to a $15,000 aggregate
amount for the life of the insured

employe. The plan also provides
a surgical benefit of $350 per
illness. The total package also in-

cludes $10,000 in decreased term
life insurance, reduced to 75 % of
the principle amount at age 65.
Insurance coverage is provided
for the three plans by Standard
Security Life Insurance Co. of
N. Y. and Blue Cross. Cost of the

plan varies according to where it
is being implemented, from as
low as $19.00 per month per ekn-
ploye in some parts of Virginia to

as much as $23.50 per employe in
New Jersey.

North Atlantic Food Dealers

Assn. has enrolled 53 out of its
160 members, Virginia Food

Dealers have signed up 60 em-
ployer members and the Society

for Professional Management with
about 55 members has enrolled

approximately one-third in its
benefits plan. •

Employers' changes
Employers Insurance of Wau-

sau has named Warren S. Web-

ster Detroit regional marketing

manager. Mr. Webster succeeds
Edward A. Zengel, recently ap-
pointed Twin Cities regional man-
ager. Neal M. Atherton has been
appointed to Mr. Webster's former
position as Northwest regional

marketing manager.

to interest children in the city
and make them feel a part of it.

"Boston parks have suffered
from vandalism in all areas of

the city," Mr. Sacks told Business
Insurance. "We think one of the

reasons for it is a child's lack of

identity with public property. He
grows up with no conception of
what it is. He thinks it belongs to
a great white father in city hall.
We want to change the negative,
authoritarian, 'no, don't touch'

approach to a positive 'yes, this is
your park. '"

FROM MAY 29 until the close

of school in the middle of June,
about 68,000 pupils in grades one
through six will see movies,
plays and listen to folk singers
tell about the history of Boston's
landmarks and parks.

"The shows Will tour the

schools," Mr. Sacks explained.
"It's a very contemporary ap-

proach and will be much the
same style as the children's pro-
gram, 'Sesame Street.' We are

also putting short spot announce-
ments and films on local kiddie

TV shows."

He noted that after acquainting
the children with what Boston

public property is, then they will
be given land deeds with their
names on them to illustrate that

they are actually part owners.
"The child becomes part of the

Boston Playpark Partner Pro-
gram," Mr. Sacks said, "and
'partner' is the key word in this.
We will stress the fact that he

owns this with other people. He
can't just do what he wants. He ·
has a responsibility."

CHILDREN Will also write

their names on huge park bulle-
tin boards listing land owners.
Signs will be put up around
parks, reminding children, "It's
your play park now. Now take
care of it."

Mr. Sacks said the -program

also includes re-education of

park personnel.
"An antagonistic attitude on

the part of city employes could
ruin everything," he said. "Often

a child will .commit an act of

vandalism to get back at someone
who hollered at them or chased

him out of the park."
He stressed the fact that van-

dalism problems did not come
solely from the ghetto.

"This is a problem in the en-
tire city," he said, "and quite
often vandals are kids from good
families."

He feels the only way to beat
the problem is to indoetrinate
children when they are young.

"We are hitting the elementary
school age group because we feel
this is when they are forming
their opinions about their envi-
ronment. If you give them a
sense of belonging to and under-
standing their surroundings now,
hopefully they'll grow up with
it," he said.

The city will review the pro-
gram at the end of the summer
to measure effectiveness and de-

termine whether or not it should

be continued. •
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Atleast
Guaranteedon

fixed income

pension fund
deposits in1970.

Last year PML guaranteed
7.0% on the fixed income

portion of pension funds
deposited in 1969. But the actual
rate credited was 7.37%. Now

we're able to increase our

guarantee. Of course, this new
guarantee of 7.85 % is still a
minimum. We have always
credited more than our

guaranteed rates of return.

Our experienced investment
people, with a basic philosophy
of maintaining maximum
income at the least risk, have
enabled us to offer this

attractive guarantee.
The new guaranteed

minimum rate applies to Pacific
Mutual Life's current Direct

Rated Deposit Administration
Group Annuities and Immediate
Participation Guaranteed Group

Pacific Mutual Life
The West's largest mutual life insurance company

Annuities. Any excess earnings

are guaranteed too, of course.
Bear in mind that an increase

of 44 % in earnings will often
decrease pension costs or
increase benefits by 6%.

See your broker or one of our
group sales representatives or

agents. We'll have a man contact

you for an appointment if you
write Ivan D. Pierce, Director,

Pension Sales, Pacific Mutual

Life Insurance Co.,

Pacific Mutual Building,
Los Angeles,
California 90054
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UticaX/lutual
proudlya ounces

insurance by
SecurityMutual.
Life. Health. Accident. Group and pension insurance.

Look at them again. Because where insurance is
concerned, you're concerned with people as people.
And as part of your business. And Security Mutual
protects both. Fully. In all these significant areas.

Not just by being around for 80-plus years. Any
elephant can lumber along that long. And not simply by
grinding out carbon-copy policies for its clients. Nothing
beats parrots for parroting.

No, Security's superior protection is based on
expertise. And attention to individual needs. All the
years of acquired know-how. Of applied experience.
Through hundreds of thousands of policy situations.
Different situations. Because people are unique. And so
are businesses. And when your protection amounts to
almost a billion dollars in people's policies, they can
open their portfolio to you, a prospect, and show you why
everything comes out right as can be. With conviction. ..

'NSURANCE THAT STARTS WITH YOU.
MUTUAL

, UTICA
UTiCA MUTUAL INSURANCE CO.

PRINCIPAL OFFICE: UTICA. NEW YORK

ALSO GRAPHIC ARTS MUTUAL

Experts plan
Thames

flood barrier
LONDON-Government experts

are planning a $120 million flood
barrier to stop the River Thames
sweeping out above its protective
banks as it passes through London
to the North Sea. Fears of flood-

ing in the capital, with the enor-
mous damage claims that would
be caused, have been present since
a hurricane off the English coast
in 1953.

The city is sinking fractionally
every year, and more than 24
square iniles of it lie below the
level of an average high tide as
the famous river nears the sea.
So that if the combination of
hurricane-force winds and maxi-
mum high tides forced the ocean
waves into the Thames estuary
they could surge into some vul-
nerable areas. '

But there is one reassuring
point for American businessmen
who might be visiting Britain.
The chance of a major flood is
that it will occur only once in 100
years, so there should be no more
this century at least. Though
there are pessimists who claim
that there is a 34- 1 chance of a

disaster in the next ten years. •

Toledo firm

being sued*
by insurers

TOLEDO-A music store here

is being sued by 11 insurance
companies for $372,069 the com-
panies paid in damage claims re-
sulting from a May 1968 fire that
damaged the Westgate Shopping
Center.

However, in another suit filed
in a U.S. District Court, the store
is. in turn sueing the shopping
center and Fry Brothers Heating
and Air Conditioning for the
sarne arnount.

According to the insurance com-
pany's suit, Grinnell Brothers mu-
sic store and its employes were
negligent and liable for the fire
that destroyed the music store and
did damage to nine others in the
complex. However, Grinnell has
charged that the fault lies with the
shopping center and the air con-
ditioning firm. The suit further
alleges that the shopping center,
with corporate offices in Chicago
was negligent in building improper
firewalls between stores and in

having insufficient fire extinguish-
ing equipment.

The Grinnell firm has since

reincorporated as American Mu-
sic Stores Inc., with home offices
in Detroit. i

Sues Sears

over beard
BOSTON-Robert T. Bonner of

Fitchburg, Mass., has filed suit in
U.S. district court here charging
that Sears, Roebuck & Co. refused
to hire him because he wore a
beard.

Mr. Bonner alleged his applica-
tion for employment in the com-
pany's Leominster, Mass., store
was accepted but that on Aprn 15
a company officer refused to put
him to work as an auto mechanic

after seeing that Mr. Bonner had
a beard.

Mr. Bonner claimed that the

company's action violates his rights
under the 14th Amendment to the

Constitution and asked Judge
J. W. Ford to order his reinstate-

ment.



Crop covers
selling slow
in Ontario

TORONTO-Only about 5% of
Ontario's farmers have bought
crop insurance in the five-year-
old governrnent insurance pro-
gram, according to estimates of
the department of agriculture. In
Manitoba, however, the figure
has risen to about 50%.

According to agriculture minis-
ter William Stewart, Ontario
farmers are still not ready to
accept the crop insurance pro-
gram because they have never
had to face the problem of a total
crop loss.

The agriculture minister blamed
two factors for the disinterest
among farmers.

For generations, he recently
told a legislative committee, On-
tario farmers have produced di-
versified crops and have always
been able to offset one crop loss
with others. But, he warned, a
total crop loss is not an impossi-
bility, pointing to the 1965 drought
that devastated crops in eastern
Ontario and led to government-
backed crop insurance.

Mr. Stewart said a second fae-

tor is that farmers generally
want assurance that they will
"get out of the insurance what
they put into it." He said he
knows of no insurance program
that will provide this guarantee. •

Malpractice
. 1.

panic hit
SAN FRANCISCO--California

doctors "are in a panic over the
outrageous costs of malpractice
insurance," a CPCU symposium
was told here last week by Cali-
fornia State Sen. George R. Mos-
cone.

Sen. Moscone warned the in-
surance industry "there will be
legislative action to provide some-
thing in the nature of an assigned
risk plan in this field, if the in-
surance industry does not solve the
problem itself."

Another speaker at the sympo-
sium, State Insurance Commis-
sioner R. D. Barger, claimed "the
insurance industry suffers from a
candor gap.

"Company advertising," Mr.

Barger declared, "invariably states,
'we are always here; we are al-
ways available' but makes no
mention of the price.

"The public wants more," Mr.
Barger added, "but wants to pay
less for it. This just does not add
up in a profit economy." •

Gets Conn.

city contract
BRIDGEPORT-The North

River Insurance Co., a member
of the Crum and .Forster Insur-

ance Cos., has been awarded a
three-year $153,000 contract to
provide coverage for all city-
owned buildings here.

The city had been paying
about $23,000 for similar cover-
age written in previous years by
Aetna Life & Casualty. However,
a fire in a Bridgeport school last
year cost Aetna $289,000. When
the policy came up f6r renewal
the Hartford-based carrier in-

creased its bid to $53,000 a year
(Business Insurance, May 11).

The policy with North River
will cover property totaling $46
million, with a $150,000 deducti-
ble on all damage. In addition,
North River is writing a $2 mil-
lion personal liability policy on
the properties. •

And
vice-versa.

...the same conviction we at Security feel about
coverage provided by Utica Mutual.

In casualty insurance. In property insurance.
Offering a real security blanket. For heavily
responsible businessmen.

The kind of blanket again woven partly by time. By
a half-century of thorough knowledge in their field.
And the always-mindful needs of each businessman.
Individually.

U l4617662ia 1766UTU,6Uts J Une 0,

A combination of expertise and attitude bolstered by
a forward-looking management. Investment-conscious.
And intent on the fullest protection at the lowest
possible cost.

Thai's whA Utica and Security have teamed up.
Have complemented each other's lines in an arrangement
that together provides coverage in all areas of insurance.

All of which gives you, person and businessman,what
really works when you try it-the best of both possible worlds.

ESM-,1886
-NEW YORK--

SECURITY MUTUAL LIFE
INSURANCE COMPANY OF NEW YORK
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PEORIA, Ill.-Communicating
iploye benefits is aided at Zat-
)illar Tractor Co. here by arti-
s in its employe newspaper,
terpillar Folks.
Here is an account relating one

.ploye's experience with the
dical coverage he received

m the firm's insurance cal·rier,
itropolitan Life Insurance Co.
rhe article was written aoout

b Jones who retired April 1
m East Peoria plant protec-
n.

'Where would I be financially
I didn't have the insurance

7erage Caterpillar provides?"
3ob Jones answered his own
estion :

'I WOULD be so far in debt I

ildn't live long enough to pay

all the bills."

Mr. Jones had been on total

and permanent disability leave
since October, 1962. During eight
years he received approximately
$35,000 in disability benefits.

But, according to Mr. Jones,
that's only part of the story.

"Over the past 22 years Cater-
pillar group insurance also has
paid thousands of dollars in med-

ical benefits," he pointed out.
Six times Mr. Jones underwent

surgery. He also was hospitalized
several other times for diagnosis
or treatment. Besides arthritis, he

now has emphysema that reguires
respiratory treatments.

IN ADDITION, his wife, Ethel,
was hospitalized several times.

She underwent surgery twice

while an employe and during
those two medical leaves she also

received disability benefits.
Mrs. Jones worked in the caf-

eteria 17 years before she left the
company in January, 1962.

"Two years ago Ethel was hos-
pitalized 19 days for pneumonia
and her medical and doctor ex-

penses were paid for under my
insurance coverage," Mr. Jones
said.

"My wife and I never had to
worry about facing big medical
and doctor bills. The insurance

took care of them and it's a great
relief to know you only have to
think about recovering. I have no
idea what those bills would total

-only that the amount would be

enormous," he continued.
Mr. Jones started with the

Caterpillar Military Engine Co.
in Decatur in October, 1942.

"I'm so grateful to Caterpillar
for giving me job security and
also insurance protection that
provided more security.

"I'rn no exception. Every em-
ploye has this same excellent in-
surance coverage. It's there if
you need it." I

CNA promotes three
CNA Investor Services, Inc., a

broker-dealer subsidiary of CNA
Financial Corp. appointed as
western region divisional man-
agers Don A. Morrow, Seattle,
Wash.; Fritz F. Hoerdemann, Den-
ver, Colo., and Floyd Ackerman,
Los Angeles, Cal.

On appeals board
Susan L. England has been named

referee with the California work-

men's compensation appeals board
in , the Pomona branch office.

ilow long
will y«Hi pay hiN Malary?

Mr. Businessman, if one of your employees suffers a
total, long term disability, how long can you afford to
go on paying his salary-while paying his replacement
as well? Statistics prove there's a good possibility you
will be faced with this decision-so why not protect
yourself, and your employees, with a Bankers Security
Long Term Disability plan?

LTD is so flexible. Coverage can be tailored for a
select group or extended to all employees, and
fitted around existing salary continuance programs,
including Social Security.

CITY HOSPITAL - PROGRESS CHART

LTD helps you attract and keep a quality employee,
because it gives him peace of mind, prctects his savings
and gives him more disability income at a lower rate
than on an individual basis.

Bankers' Long Term Disability plan is just one of the
reasons why we're "leaders in insurance for better
living." If you'd like to know more, contact the Mass
Coverages Department, Bankers Security Life Insur-

ance Society, Executive Office: 17)1 Pennsylvania
Ave., N.W., Washington, D.C. 20006. Home
Office: New York City.

Leaders in Insurance for Better Living

Bankers Security

1

Benefits

high in '69
at Hercules

WILMINGTON,. Del.-Hercules
Inc. here announced that its em-

ployes received 32¢ of each sales
dollar in 1969 in direct compensa-

sion and fringe benefits.
Hercules, a manufacturer of

polyolefins, plastics, fibres, paper
and rubber chemicals and other

chemical materials for industry,
employs more than 22,000 per-
sons.

The Mixer, the company maga-
zine, reported that Hercules em-
ployes receive pensions, group life
insurance, savings plans, hospital-
ization (for active employes and
their families), hospitalization in-
surance (to supplement Medicare

for pensioners) ; disability pay-
ments, vacations and paid holi-
days.

Additional benefits received by
its employes include medical care
on the job, leaves for funeral and

jury duty, adjustment in pay for
military duty, cafeterias and eat-
ing facilities, and social and ath-
letic clubs.

Hercules pointed out its sub-
stantial contributions above those

required by law such as Social
Security, unemployment compen-
sation and workmen's compensa-
tion.

During 1969 Hercules con-

plans and Social Security. The
firm paid out $238.9 million in
wages, salaries, and benefits dur-
ing 1969. •

Kemper
securities

begins sales
Sales Co. has begun operations
in Illinois, Iowa and Ohio. For-
mation of the company, another
step in the current national trend
toward combined financial ser-

vices, was announced by James S.
Kemper Jr., president of Kem-
perco Inc.

The new company, a member

B. J. Peterson

firm of the National Assn. of Se-

curities Dealers, is a broker-deal-
er for mutual funds. It is a whol-

ly-owned subsidiary of Kemper-
co. Inc., the financial services
holding company of the Kemper
Insurance Group.

B. J. Peterson, manager and vp
of Kemper Securities Sales Co.,
told Business Insurance that the
funds will be handled "eventu-

ally through all Kemper agents,
as soon as they are licensed un-
der the NSDA and in their state

of operation." Marketing for the
company will be limited because
of the strict regulations on such
advertising, he said, and other
than listing available securities
and offering a free prospectus,
Kemper Securities will not do
any advertising. •



Pru entering property-liability field;

NEWARK-The announcement

here late last month that the

Prudential Insurance Co. is going
into the property and casualty
business did not come as a sur-

prise to the insurance communi-

ty. What is surprising, however,
is the manner in which the

world's largest life insurer has
chosen to take the plunge.

Prudential will begin writing
personal property and liability
lines, primarily automobile and
homeowners, in the spring of
1971. Policies will be marketed

by Pru's huge sales force, but
underwriting, administrative and
claims services will be provided
by Kemperco Inc., holding com-
pany of the Kemper Group, on a
fee basis.

According to Kenneth C. Fos-
ter, Prudential president, the com-
pany has no immediate plans to
enter into commercial lines cov-

erages--such as workmen's com-
pensation, general liability and
business insurance. However, he
did not rule out the possibility
that Prudential may be prepared
to do so by the time next spring
rolls around.

"WE JUST DON'T KNOW at

this point," Mr. Foster told Busi-
ness Insurance when asked when

the life insurer may be ready to
inject new capacity into commer-
cial lines. Asked if such an ar-

rangement might also include
participation by the Kemper
Group, Mr. Foster replied: "It's
likely to be, but it doesn't have
to be."

The arrangement between Pru-
dential and the Kemper Group,
which had been discussed in high
levels of both companies for at
least 15 months, is believed to be
unique in the industry, at least as
far as a large life insurer joining
hands with a ranking property and
casualty underwriter goes.

However, both parties to the
agreement emphasized during a
recent press conference that the
arrangement is in no way prelimi-
nary to a rnerger.

"The negotiations were con-

ducted at arm's length," James S.
Kemper Jr., president of the

Kemper Group, said. "Obviously
one company is 25 times larger
than the other, but nobody swal-
lows anybody."

DONALD S. MACNAUGHTON,

chairman of Prudential, termed
the agreement a "management
contract." "Rrudential is going into
a business and Kemper is going to
manage it," he said. No money has
changed hands between the two
companies.

Under the term of the agree-
ment, which has received initial
approval from both boards of
directors, the contract between
Prudential and Kemper will cover
an 11-year period. However, both
companies have the option to can-
cel after the end of a one-year
pilot operation or at the end of the
sixth or a subsequent year.

To get the operation off the
ground, Prudential will purchase
a small "shell" company, or two
or three such companies that are
licensed to do business in all

states. Mr. Ma(Naughton dis-

closed that his company is cur-
rently negotiating with the Kem-
per organization for American
Protection Insurance Co., a prop-
erty and liability carrier licensed
in 26 states. If that deal were

completed, Kemper would pull
its business out of the firm,
which is said to be worth about

$2 million, and absorb it in other
Kemper companies.

Under the agreement, the Lum-
bermens Mutual Casualty Co.,

largest in the Kemper Group, will
also have the right to acquire up
to 10% interest in the company or
companies Prudential might buy.

THE ARRANGEMENT be-

tween Prudential and Kemper
does exclude commercial lines,
but it will not prevent Pru's en-
try into the mass merchandising
of auto and homeowners cover-

ages. However, the company is
not expected to make any major
advances in this area, if only be-
cause the company it is linking
arms with has made none to

date.

"We're preparing for it," Mr.
Kemper said of his group's mass

merchandising plans. "We haven't
felt the impetus there to be in it

on a broad scale up until now, but
we've been tuning up and prepar-
ing for it," he reiterated.

However, P ruden ti a 1, second
only to Metropolitan in group life
sales, is said to be especially well
equipped in this area, if only by
virtue of the fact that it has its

foot in the door of many compa-
nies that may consider such

plans for their employes in the
next decade.

"If this business should head

into the direction of no-fault auto

insurance-as many in the busi-
ness are predicitng these days-it
is likely that a good part of auto

insurance will be sold on a group
basis," Mr. Foster declared. He
added that Prudential is an ex-

pert in the area of group sales. •
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An unusual agreement with the Kemper Insurance Group to obtain
certain underwriting, administrative and claim services for one or more
Prudential Insurance Co. subsidiaries yet to be acquired was reached at
this meeting between Kenneth C. Foster, left, Prudential's presidentf
James S. Kemper Jr., president and chief executive officer of the Kemper
Group; and Donald S. MacNaughton, right, Prudential's chairman and
chief executive officer.
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If you are doing business abroad, you have found that insuring your corporate interests in
other parts of the world can sometimes be a sticky problem.
Distance, language difficulties, currency variations, local restrictions and regulations, all help to
confuse what is often an already complex situation.

That's why many companies with international interests have turned to the Employers-Commercial
Union Companies. We are in the unique position of providing worldwide insurance coverage
through a single underwriting organization. This means that a company's entire insurance
program - domestic and foreign - can be consolidated under a single, unified control. This
also means that most of the problems, complexities and headaches associated with setting up
and administering such a program are minimized.
If you have existing overseas operations, or are planning to initiate or expand such ventures, we
can help you grow... wherever they may be. We write all over the world.

FULL SPECTRUM FINANCIAL SERVICE ...is the concept of the future.
Total Comprehensive. All encompassing. tt includes Life, Corporate and Employels·Commercial Union CompaniesPersonal Financial Planning - and virtually all other kinds of insurance. most
of which are available worldwide.

INTERNATIONAL RISK DEPARTMENT

110 Milk Street, Bo€ton, Massachusetts 02107



Current-costing system controls work comp c/aims
By TERESA NORTON. Midwest "Most of our accidents," operating overhead, as do the ex- ers studied thousands of work- disabilities and permanent total

said Mr Kellman, "occur in the penses of raw materials, parts men's compensation cases and disabilities are obtained from a
ROSELLE, Ill -The old saying field Our projects involve depth and labor. A brochure entitled developed a system of averaging detailed schedule of charges Em-

about the many suffering for the drilhng and many eye and hand "Three Giant Steps to Manage- costs for five categories of inJU- ployers has prepared for each
errors of the few isn't an adage injuries have resulted from repair- ment Control of Injury Costs" ries The categories include inju- part of the body The permanent
for nothing In the case of a com- 1ng the drtlls uses tables and graphs to explain nes that require medical atten- total disability COSt lS listed on

pany it's interpreted as "the the program and lS available from tion only and involve no lost time the schedule Permanent partial
whole company suffering for the .WE BEGAN USING the cur- the insurer from the Job, temporary total disability costs are determined by

injuries of a few " But Employ- rent-costing system in May 1967," Measuring the cost of injuries disabilities, which involve lost multiplying the percent of loss of
ers Insurance of Wausau may he continued "We had had a must oe done promptly to be rel- time but leave no permanent dis- function of the particular part of
have a way to make this inter- couple of bad years insurance- evant to a company and to be ability, permanent partial disabil- the body by the permanent total
pretation obsolete wise, due chiefly to a couple 0£ bad useful in determining any sort of ities, permanent total disabilities, disability cost

Richard Kellman, president of accidents, and Employers got on budget for the area, the insurer and fatallties Temporary total dis- Fatalltles are estimated at a

Case International Co in Roselle, us for lt " Current costing quickly says. Several problems make this abilities and permanent partial cost of $18,000
Ill, told Business Insurance of pointed out that eye injuries were difficult, among tnem the facts disabillties together account for At Case, Mr Kellman told
his company's use of Employers' Case's biggest problem and en- that the total cost of an individ- more than 80 % of the total injury Busjness Insurance, "we didn't
current-costing system-a pro- abled the company to start doing ual injury may not be deter- costs to a company, accordmg to keep very Complete injury rec-
gram that allows for specific something about it mined for years, and that com- the study ords before we started using

budgeting for injury costs and, Employers' method lS based on pensation benefits vary widely current costing " After using the

more important, specific account- the assumption that employe in- from state to state and are often AN INSURED can compute the system for one year, eye Injuries
ability for injuries. Jury costs should be controlled influenced by the number of the cost of an accident immediately were definitely proven to be

Case is a caisson drilling com- Just as any other production costs victim's dependents by using the national averages Case's main problem area, with

pany operating mainly in the since they increase a company's To solve the problem Employ- for medical charges arrived at by 11 inJuries accounting for 22 days
Employers for the type of injury of lost time
invclved These are multiplied by These were the most serious

the number of days or hours lost accidents from a cash standpoint,
from the Job too," he said, "and Employers* __-=fill-:r":

Medical-only injuries the firs b suggested that it was an area we
-- category, are estimated to cos'. could do something about "

4 , A '*7 I $25 a day Temporary total disa-
V. .

bihties fall at $75 for each day of AN INVESTIGATION of the

. 4
hospitahzation, with an average causes of the eye injuries re-

t *A, of S25 a day for convalescence. vealed that when workers re-
*-74 , I

4 The costs of permanent partial Continued on page 32
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The teeth on the sides of this belling bucket, and similar pieces of ma-.

1

chinery, were discovered to be one of the main causes of eye inluries
* % 54 for Case International Co workers Use of the current-costing program

.
,

 ft
'· 's/N* La developed by Employers Insurance of Wausau revealed the problem

.· '44¢ I k. '4'2 the number of such accidents substantially
B

.3 area and enabled Case to work out three safety steps that have reduced
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If you were an aggressive, f

B

sought-after marketing major, V/

would you go to work
for your company? you've got

thousands right
That's a good, unsentimen- when the bidding gets warm. J under your nose

talized way to look at what your We don't say we're the only
company has to offer...asit ones in this business. We say nobody
competes for the best young talent sees the objective more clearly. SELF INSURANCE generates cash flow. No advance

coming out of the nation's colleges Or works at it more single-mindedly. premium payment required for primary losses. This cash is
and universities. As a result, we have some fresh, used only when necessary. Robert F. Coleman, Inc. will out-

Each first-rate youngster you well-tailored employee benefit line a self insurance plan that will make your money work
get bulwarks your company's future. programs to offer. For attracting for you-for a change
Each piece of persuasiveness you can good people. For keeping good

For consultation and complete service have your Insurance Broker
add to your company's story adds to people. Write us. or Insurance Manager contact

your chances of recruiting
first-rate people.

ROBERT F. COLEMAN, INC.
We're in the business of • Workmen's Compensation 0 Public Liability

designing employee benefit programs PROVIWENT • Accident Control Specialists since 1823

that can give your recruiters a MUTUAL-*m= LIFE Send for our mlormative brochare outhning th:s nmely und vital Ensurance plan

competitive edge. An inch of an edge. INSURANCE COMPANY OF PHILAOELPH;A 120 East 23rd St. • New York, N.Y. 10010 • Telephone: 777-4210

That which might be the decider Box 7378 Philadelphia, Pa 19101



Subway accident insured under
$11.3 million catastrophe cover

NEW YORK-The collision of

two IND subway trains that
killed two people and injured 71
last month at Roosevelt Avenue

Station in Jackson Heights is in-
sured for liability under a cata-
strophe cover written at Lloyd's
of London, according to a Metro-
politan Transit Authority (MTA)
spokesman.

He told Business Insurance that

the liability policy, which has an
$11.3 million. limit and- a $1 mil-
lion deductible, was taken out by
the MTA, not by New York City.

"Just as its name implies, the
policy is for a catastrophe," he
said. "MTA funds pay for any
damages up to $1 million."

He said he knew of no claims

filed against the NITA as yet.

HE EXPLAINED that the

crash occurred when an ernpty
train rammed into the fifth car

of a packed morning rush hour
train that was'pulling out of the
station.

"The fifth car was ripped in
two and completely destroyed,"
he said. "I can't give you exact
damage figures on that. This $135,-
000 car was 20 years old and we
figure they last about 35 years."

Several committees are inves-

tigating the cause of the accident.
Myron Cohen, a lawyer who is

chairman of Mayor John V.

Industry
gets transit
security tips

LONDON--Security defects in
the transit of goods were spot-
lighted by a Scotland Yard chief
at a recent conference of indus-
trial firms in Britain.

Chief Superintendent Peter

Marshall, who coordinates crime
prevention tactics for police
throughout London, declared:

"The need for protecting prop-
erty inside buildings is now be-
coming accepted. But there is not
the same scale of awareness for
goods that are on the move."

HE POINTED OUT that corpo-
rate firms provided good safes,
burglar alarms, and locks for
premises that might hold as little
as $12,000 worth of property at
times. But the same firms tended
to send $100,000 worth of materi-
al from town to town in truck
loads that were often protected
by only one man at a time.

Proceeds from crime in Britain

were on the increase, the confer-
ence was told. Architects were
urged to co-operate more closely
with business executives in de-

signing security requirements for
new buildings at the start of
their construction.

Industrial executives were

warned against the risk of leav-
ing unused supplies of oxygen
and gas cutting equipment lying
around factories for criminals to

pick up.

Warning was also given to ex-
ecutives against laxity that can
encourage industrial espionage.
L. A. Palmer, of the Industrial
Police and Security Assn., said:
"Developments in business ideas
have led to new sources of infor-

mation being available for people
who want to make use of them."

He pointed out that computers
could hold vital information about
the extent and location of com-

pany materials if unauthorised
people got access to them. •

Lindsay's Subway Service
Watchdog Commissiin, nited

that a motorman was operating
the empty train from the trlird
car and was being :u.ded by a
fellow worker who wared a

flashlight at the front of the
train. The train had teen emp-
tied because of faulty brakes. Ee
said investigating groups are
trying to determine if the cras h
had been caused by er. ploye
negligence or the f: i.ure cd a
switch which should have auto-

matically stopped the empty
train from moving while ancther
train was on the track-

"I THINK poor manag.ment
and employe arrogar.ce are re-
sponsible for this," Mr. lohen

said. "The MTA is always shrut-
ing about the lack of moeny, but
its just that they don't 1cr.ow

how to use the money they've
got They keep pointing to the
fact that they haven't had a fatal
accident in 40 years, but tiat's
just luck. They've been shooting
craps with commuters for tco
1cng. I knew that eventually gec,-
pIe would be hurt, and more will
be hurt if improvements aren't
made."

A Lloyd's broker said that te-
caLse of the high risk poten:ial,
transit insurance was very hard.
to place, and when it was placed,
the risk was spread among many
companies in the Lloyd's s>ndi-
cate. •

Canada code to cover

high-rise fire control
TOR·DNTO-Publication this

summer of a new national build-

ing code designed to prevent fire
disasters in high-rise buildings
will make Canada a world leader

in the effort to effectively control
such risks.

A four-month study by the
National Research Council, which
gives technical support to earlier
findings by a 24-member asso-
ciate panel on the national build-
ing zode, has enabled the latter
to incorporate specific recom-
menia:ions for fire prevention
and control in high-rise build-
ings.

The national building code,

however, is not a mandatory
standard. Instead, it is an advi-

sory document that requires
adoption by individual minicipal-
ities to be made law. In Ontario,
municipal affairs minister Darcy
McKeough has proposed that the
code be mandatory, although such
a proposal will have to be adopted
by the legislature.

Among the recommendations
in the new code is one dealing
with the control of elevators by
fire fighters and methods of com-
munication within high-rise build-
ings when a fire breaks out. The
code, for example, states that all
buildings of more than 12 stories
must have a voice communication

system so that persons on upper.
floors may be advised on the loca-
tion of a fire and what te do. •
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High Court upholds malice doctrine
in debate=report libel decision

WASHINGTON-The U.S. Su-
preme Court has upheld the mal-
ice doctrine in ruling that a
newspaper can't be held guilty .of
libel for accurately reporting
heated debates among public fig-
ures, even when the debate in-
cludes "rhetorical hyperbole" or
"a vigorous epithet."

The decision stems from a suit
brought against the Greenbelt
News Review of Greenbelt, Md.,
a suburban Washington newspa-
per, and elaborates on the High
Court's long-held doctrine that a
public official can collect libel
damages only if he or she can
prove that a news report was
published with "actual malice."

In the case, which reverses an

earlier decision by Maryland state
courts, the suit was brought by
Charles S. Bresler, a prominent
Greenbelt real estate developer
who at the time was a member of
the Maryland house of delegates.

IN 1965 MR. BRESLER was
negotiating to obtain from the
Greenbelt city council zoning
variances to build high-density
housing on land he owned. At the
same time, the city was trying to
obtain from him another piece of
property on which to build a
high school. The joint negotia-
tions promoted a series of tumul-
tuous city council meetings. The
Greenbelt News Review reported

1

that at these meetings some indi-
viduals had chara2terized Mr.
Bresler's negotiating position as
"blackmail."

Mr. Bresler later sued the pa-
per, charging it hac imputed to
him the crime of blackmail. A

state court jury awarded him
$17.500 in damages Maryland's
highest court in tirn affirmed
the award.

In reversing the state decisions,
Justice Stewart, writing the

Court's opinion, said that Mr.
Bresler clearly was a public fig-
ure in the community and that
the newspaper had a=curately re-
ported what had been said at the
council meetings. •

Because you need protection against credit losses .
and because American Credit Insurance® has more ex-
perience than any other company in providing that pro-
tection. Since 1893, when ACI pioneered the concept of
commercial credit insurance, businessmen have recog-
nized and respected the service we offer.

ACI strength@fs the competitive position of its policy-
holders, too . . and can offer proof positive in the form of
actual letters from many of those policyholders.

Your ACI policy protects your investment and profit in
accounts receivable . . helps keep your working capital
working . . lets you make more sales with greater safety

. provides accurate appraisal of your customers' finan-
cial status . . aids in collecting your slow and difficult
accounts . . increases your company's borrowing power
. . . makes planning and budgeting easier and sounder,
and... completes your defense against the unexpected.

Reasons enough to choose American Credit Insu'ance ?
We think so. Join the progressive, financially aware cor-
porate policyholders who use this unique, low cost, broad
coverage credit insurance.

Send today for full information in the free
booklet: "Play It Safe With ACI".
American Credit Indemnity Company
Dept. N, 201 North Charles Street
Baltimore, Maryland 21201

Name

City

Company

Address

State Zip
N·240·4

American Credit Insurance is one of the many financial business services provided by Commercial Credit
Company subsidiaries. Other services are: vehicle, aircraft, farm industrial equipment financing and leas-ing-also, factoring, rediscounting, business financing and information processing. Commercial Credit
Company is a subsidiary of Control Data Corporation.
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U. S. Steel Corp. tackles home safety along with work safety in its
safety programs and house organ. Home accidents present a substantial
problem to employers in absenteeism, medical expenses, adminis-
trative costs. About $1.6 billion was spent on home accidents in 1968.

Class action suit alleges
disability insurer fraud

LOS ANGELES-A $100 mil-
lion class action suit has been
filed in superior court here
against United Insurance Co. of
America, which has home offices
in Chicago.

The suit, on behalf of approxi-
mately 150,000 policyholders in
13 Western states, charges fraud
in the company's sale of disabil-
ity insurance during the past 10
years.

The suit alleges "lifetime" cov-
erage as advertised in sales pro-
motions "is not actually provided,
although policyholders have paid
more than $ 100 million in pre-
miums."

The complaint asserts that "after
a policyholder files a claim, the
company issues a rider excluding
the particular disability or the
policy is not renewed when the
renewal premium becomes due."

The court is asked to return
premiums to policyholders; pay-
ment of all benefits due and an
additional $25 million in punitive
damages.

A spokesman for the insurer
said that his company will file a
denial of the charges of fraud
and the allegations concerning
exclusions and nonrenewals.
"Those who make these charges
are wrongly trying to equate
'lifetime' with 'noncancellable'

coverage, and there is a consider-
able difference," he said. •

Power firm
gets award

4 3

BUFFALO, N.Y.-The Niagara
Mohawk Power Corp. has obtained
a settlement of $95,000 for dam-
ages to 12 aerial power transmis-
sion lines caused as a result of an
ice jam in the Niagara River in
1962.

The settlement was offered by
the John F. Beasley Construction
Co. of Chicago, owner of several
large cranes that severed the
lines in two incidents when the

barges on which they were stored
were carried down the river by
ice. The resulting break in the
power lines knocked out electric
power in a wide area for several
hours.

The barges were being used
upriver on the South Grand Island
Bridge reconstruction project. The
Beasley construction firm was a
subcontractor on the project. I

Robber's kin
file suit
SAN FRANCISCO-A new

problem of potential concern to
insurance companies arose here
this week when the young family
of an alleged holdup man filed
an $800,000 damage suit against
the Yellow Cab Co. and the taxi
driver who shot and killed the
holdup man.

The suit was filed in superior
court by attorney Jerry A. Green
on behalf of the widow and two
sons of Gerald Clancey, shot by
cab driver George A. Alexander
on the night of Jan. 27. Mr. Al-
exander, 41, also worked as a
special police officer. The district
attorney's office had ruled that
his shooting of Mr. Clancey was
justifiable homicide.

"The question behind this

damage suit," Atty. Green said,
"is whether it was necessary to
kill. Do we want to encourage
vigilantism? Was it intentional or
a mistake that he killed Mr.

Clancey? Normally, you arrest
and try a suspect before punish-
ment."

MR. ALEXANDER told police
the shooting occurred after Mr.
Clancey, 29, had held him up at
knife point after riding as a pas-
senger in his taxi.

Mr. Clancey was hit in the
head by a shot frorn the gun,
police said, as he ran from the
cab. A 6" knife and Mr. Alexan-

der's money clip were found near
Mr. Clancey's body.

Yellow Cab was named a de-
fendant in the suit, according to
Atty. Green, because "its officials
may have known of and tacitly
authorized Mr. Alexander's pis-
tol."

Yellow Cab vp Charles O'Con-
nor said the firm would dismiss

"any driver with a concealable
weapon." i

Bache merger
Bache & Co., one of the largest

stock brokerages in the country,
has agreed in principle to merge
with Stein Bros. & Boyce Inc.,
Baltimore investment bankers.

Stein will continue to operate
under its own name as a division

· of Bache.



Suggests tobacco industry set up
life insurance carrier for smokers

NEW YORK-The Tobacco In-

stitute's advertising campaign
calling for "complete authenti-
cated information about cigaret
smoking and health" has prompt-
ed a Grand Rapids ad man to
suggest that the cigaret industry
should go into the insurance
business to win public support.

In a letter addressed to Joseph
F. Cullman III, chairman of the
executive committee of the To-
bacco Institute, and chairman of
Philip Morris Inc., Glenn Joce-

Big U.S.
bridges may
self-insure

SAN FRANCISCO-Directors

of this city's internationally
famed Golden Gate Bridge dis-
closed a "possible" plan in which
the biggest bridges of the U. S.
may "band together to set up our
own self-insurance" against catas-
trophe perils.

The bridge directors, meeting
as an insurance committee, were
told by Chairman L. E. Castner,
Sononna County representative
on the board, that "at least two
dozen of the executives of major
bridges are investigating this
possibility."

The plan, according to Mr.
Castner, would involve joining in
a risk-sharing program to obtain
more coverage than hitherto

available from private insurance
carriers.

INSURANCE committee mem-

ber Dean Meyer, a San Francisco
insurance broker, revealed that
"we have about $45 million of
insurance on the Golden Gate
Bridge.

"However," Mr. Meyer added,
"this would cover only about one
fourth of the replacement cost
should some disaster destroy the
bridge, which, in the early 1930's,
cost only $35 million to build.

"We could look forward,"

Meyer explained, "to 100% cov-
erage if all the big bridges in the
country joined in a self-irisur-
ance program and in sharing the
risks."

The committee has approved to
the full board a budget item of
$27,000 for seismographic equip-
ment and services of three con-

sultants on earthquake hazards
and their affect on the bridge
insurance. I

May extend
war-risk plan

WASHINGTON-Congress will
probably act soon on a proposal
from the Department of Trans-
portation to extend for five years
the life of a little-known, but
interesting Federal insurance plan
which provides war risk coverage
to private air carriers when reg-
ular commercial insurance is not
obtainable on reasonable terms
from U.S. insurers.

The program, part of the 1958
Federal Aviation Act, offers both
premium and non-premium in-
surance. Nonpremium coverage is
presently provided to air carriers
that have contracts with the de-
fense and state departments and
is termed as a "vital element" in
the airlift requirements for Viet-
nam.

Premium war risk coverage is
available to all commercial car-
riers. m

lyn, exec vp, Stevens Inc., has
suggested that the Tobacco Insti-
tute or the major cigaret compa-
nies in a joint move should "pur-
chase or establish a life insur-

ance and/or a health insurance
company, offering insurance es-
pecially to cigaret smokers."

The proposed company's insur-
ance rates for smokers would be
the same as conventional insur-

ance company rates for non-
smokers, according to the Jocelyn
suggestion.

SUCH A MOVE, he wrote,
would "dramatically counteract
adverse publicity about cigaret
smoking and health," and would
command more favorable atten-

tion than the institute's current

campaign. The institute broke
May 1 with a campaign in news-
papers, reprinting an exchange of
correspondence between Mr. Cull-
man and William B. Lewis,
chairman, American Cancer So-
ciety.

James Bowling, vp-director of
corporate affairs at Philip Morris
Inc., acting as a spokesman for
Mr. Cullman, said that neither he
nor Mr. Cullman had seen the

Jocelyn letter, but that the "basic
idea" of the tobacco people going
into the insurance business had

been suggested in "various forms"
repeatedly over the past 20 years.
On the possibility of the ciga-

ret industry going into the life
or health insurance fields, Mr.
Bowling saw it as a "very doubt-
ful" possibility.

HEALTH AND LIFE insurance

policies keyed to the question "do
you smoke?"-with lower rates
for non-smokers is currently
available to those who want it
from at least nine insurance

companies. The nine are: Execu-
tive Life, Beverly Hills, Cal.;
Farmers & Traders, Syracuse;
Gulf Life, Jacksonville, Fla.; Life
& Casualty, Nashville; Ohio
State, Columbus, 0.; Phoenix
Mutual, Hartford, Conn.; Puritan
Life, Providence, R.I.; State Mu-
tual of America, Worcester, Mass.;
and United Life & Accident, Con-
cord, N.H.

To date, none of the nation's
major insurance companies has
moved into policies that differen-
tiate between non-smokers and
smokers. I
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U.S. ideas to

halt hiiackers
LONDON-Insurance men are

linking up with shippers and fac-
tory owners in a plan to cut
down container hijackings by
introducing Ame rican security
ideas to Britain.

One scheme is for a network of

vehicle parks throughout the
country where trucks are guard-
ed while their drivers sleep or
eat.

A government crime preven-
tion commission has been set up
with representatives of police, in-
surers and industry to study se-
curity for road container traffic.
It will extend its attention to

British ports so as to ensure that
international cargoes are safe in
transit. .
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for*tna Fund,Inc.
prospectus.

Charter investment period
with no sales charge ends June 30.

Trustees of qualifted plans
may considerAEtna Fund forinvestment

of pension and profit-sharing funds.
The fund is managed byprofessionals

whose objective is growth ofyourcapital.

Name

Company

Street

City

ANna Financial Services, Inc.

One of the _17*Litr#A companies

LIFE&CASUALTY

40,4 AZtna Financial Services, Inc.
*-;• P.O. Box ALC-1

Hartford, Connecticut 06101

I am interested in your fund whose objective is
growth of my investment. Pliase send prospectus.

(Please print)

State Zip
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Current-costing system controls work comp claims
Continued kom page 28 time, and as of the first four injury suit m which we may be- year good or bad, Case follows any other budget item "
paired drill teeth they used steel months of 1970 there was only come involved " The Incident, he the second step of Employers' Speaking of the accountability
hammers to drive out the old one such accident at Case, again said, involves a man who worked current-costing system The in- aspect of the program, Mr Kell-
teeth, which were also steel Re- with no lost time for Case for 32 nours several surer suggests that to estabhsh a man said, "At Case we thought
sult. flying chips of steel There Workmen's compensation pay- years ago No accident or injury budget the past injury loss rate, we'd walt before setting up any
were two easy solutions, Mr ments for the first year of the report was ever ziled but the based on man-hours or man- sort of incentive syitem with the
Kellman pointed out Provide program amounted to an excep- man is now instituting sult against days, must first be computed supervisors, such as Employers
goggles for the men or begin us- tionally low $7,661 "Employers several former employers for con- Total costs of at least $100,000 suggests For the time being we
ing hammers made of a material told us this was a fantastic rec- tributing to his 111 health arising from at least 100 lost- would rather have them work as
other than steel ord," Mr Kellma n said, "but An estimated $10,000 of the time injuries should be used as a a group, mainly because we have

"But because you can't always they doubted that we would be 1969-1970 injury payments re- base, says Employers, and the in- a rather small base for competi-
get the men to wear the goggles able to do it again " A fatality at sulted from one accident, the Case jury experience must come either tion We want to walt until we've
provided," he added, "we de- Case in the 1968-1969 period president stated The accident, m from one plant or from several had a few years of experience
veloped a third solution It con- raised the workmen's compensa- which a 600-pourd bell-bucket plants that produce similar prod- with the program "
sists of a shield that covers the tion cost for the year to $31,999 drill fell on a worker and crushed ucts Since injury costs increase Case usually has between 100
drill tooth so that any chips of The death accounted for half of his legs, had led to a new safety about 10% each year, figures from and 200 people on its payroll,
steel fly away from the worker that amount, according to Mr practice "Instead of standing the past years should be adjusted be- depending on the number of pro-
instead of toward him " Kellman bell buckets up," Mr Kellman fore they are used for computing Jects, plus approximately 15 full-

In 1968 the number of eye in- said, "we now lay them over on Injury cost rates time people in its home office
juries at Case actually rose, from INJURIES in 1969-1970 cost their sides " The past inJury costs are di- "Each of the project supervi-
11 to 17, but there were no lost the company $19,661, Mr Kell- To obtain their working budg- vided by the past hours or days sors receives a copy of all the
work days By 1969 eye injuries man said, "but Employers has set ets for injury costs and have a of exposure to reach an injury injury reports every month," said
had dropped to five, with no lost up a reserve of $15,000 for an standard by which to Judge a cost rate To arrive at a budget Mr Kellman, "so they are aware

for each unit, the expected yearly of their standing They also at-
exposure time for that unit is tend our twice-yearly insurance
multiplied by its cost rate review sessions with Employers

to discuss safety practices
:irlfrliaarir-"Inp- ACCOUNTABILITY lS the third Use of current costing, accord-

area of concern in Employers' cur- ing the Employers, offers one
.

6•
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Z 1-- I rent-costing program "When you other aid to management It pro-

. c K, find that a unit's total Injury ex- vides an equitable and simple
1 C. ' N

pense, as measuredby current way to distribute the cost of

,1 B ..r costing, exceeds its budgeted workmen's compensation insur-
0 . amount of injury cost for that pen- ance among a company's depart-

1

-
e
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This graph indicates that management attention in the area of work
man s compensation claims should be directed to the vital few acci
dents and away from the trivial many Approximately 2% of claims

--1 account for 50% of inlury dollars spent, and this is primarily in per
manent partial disability cases These present a problem in determining
the cost of a disability whose extent may not be known for years Em-

No kind of protection is more demanding tofitthe risk (nomissinglinks 1) Pacific ployers Insurance of Wausau s current-costing used a cost averaging
than Boiler & Machinery Insurance indemnity gives its agents prompt service method to solve the problem

Not only must the agent or broker give on underwriting surveys, studied proposals
In-depth service to his client but the for coverage, and fast delivery of policies
insurance carrier has to match this with In addition Pacific indemnity engineering Jobless pay tax boost ok'd
highly qualified engineering service. inspection service helps reduce losses, with · WASHINGTON-The Senate The Nixon Administration had

Finance Committee has reported asked that the wage base be grad-
BOILERS AND MACHINERY CAN'T assistance for repairs following a Boiler &

out a bill that would Increase the ually increased to $6,000 without
FUNCTION WITH MISSING LINKS Machinery loss Prompt and fair Federal unemployment Insurance a change m tax rate The maxi-

claims service, too-all for a payi 011 tax by $9 for each em- mum payroll tax under that planWhat's more disaster lurks when operation competitive costl
is impaired even slightlyl

FOR STRONG LINKS
NOW Fin ploye making more than $4,200 a would have been $24 pei employe

year The Senate committee went

That's why an insurance producer hasto
ALL THE WAY... TRY 1 0 1 The House has already agreed along with the Administration

to this increaseknow his business tailor adequate coverage and the House m reJecting pro-
The committee voted to hike posals from individual members

the tax rate from 4 % to 5 % to establlsh a national minimum

PACIFIC INDEMNITY GROUP MU LTI PLE effective last January and the tax- level of unemployment benefits
LINES able wage base from $3,000 to In sending his proposal to capi-

$4,200, beginning in 1972 Thus, in tol hill last summer, President
Pacific Indemnity Company ' Texas Pacific Indemnity Company • Northwestern PacificindemnityCompany 1972, the payroll tax would be Nixon threatened Federal stand-
Affiliated with FEDERAL INSURANCE COMPANY through THE CHUBB CORPORATION

$21 for each employe making ards if the states do not act with-
more than $4,200 compared to a in the next two years to supple-

AUSTIN, ATLANTA, DALLAS, FORT WORTH, HOUSTON, KANSAS CITY, LOS ANGELES, OAKLAND, PORTLAND, ST LOUIS current tax of $12 for each em- ment his proposal with action on
ST PETERSBURG, SAN FRANCISCO, SEATTLE, SPOKANE ploye making $3,000 their own .



Consolidated forms claims unit to
handle high-risk inner city areas

BROOKLYN, N.Y.-The Con-
solidated Mutual Insurance Co.

has been in the risky business of
insuring urban property for 42
years. During that time the com-
pany has operated successfully in
the area of urban liability risks,
and no small part of that success
has been attributed to the "spe-
cialized" handling of the "spe-
cialized" claims that arise in ur-
ban situations.

The company has had such
great luck, in fact, that last
month it announced the forma-

tion of Consolidated Claims Ltd.,
a wholey-owned subsidiary of
the Consolidated Insurance Cos.
The firm will sell its services to
self-insureds and other insurance
firms that do not have the facili-
ties to deal with claims in the
nation's overcrowded cities.

"We have developed a certain
amount of expertise in handling
claims that arise in the inner

city," Arthur H. Barnes, execu-
tive vp of the new subsidiary,
remarked here recently. "Now we
hope to apply some of that ex-
pertise for others who don't have
it readily available."

ARTHUR BARNES is a black
man. A great many of the faces of
Consolidated's home office here are

black, or brown. The lily white
image that has long been associat-
ed with the insurance industry is
definitely not as pronounced at
Consolidated.

It does not come as a surprise
then that when a black claims

adjuster goes into the inner city
to talk with a black claimant
who has tripped over something
on a white inner city business-
man's property the business con-
frontation that ensues is decided-
ly less tense. It is a matter, as
Mr. Barnes says, of giving the
inner city claimant someone he
can "relate" to.

Not all of Consolidated's claim-

ants are black, of course, and not
all its claims adjusters are black
However, when the situation pre-
sents itself Consolidated is

equipped to handle it.
Consolidated Claims Ltd. will

operate in 11 cities where the
parent firm now has claims of-
fices. In addition to New York

they are Boston, Chicago, Al
bany, Hartford, Los Angeles, East
Orange (N.J.), Rochester (N.Y.),
Miami, San Francisco and San
Juan. However, services can be
extended beyond these 11 urban
centers. Herbert L. Grant, a Con-
solidated vp in claims, is heading
the new unit as president.

"THE CASUALTY field is our
specialty." Mr. Barnes told Busi-
ness Insurance. "General liability
claims in high frequency areas
such as hotels, supermarkets and
theaters are what we know best,"
he added, noting that nearly 90%
of the parent firm's business is
written on such risks in metro-

politan areas.
Consolidated Mutual was found-

ed, as were many so-called "tax
payer's mutual insurance compa-
nies" earlier in this century, by a
group of landlords in Brooklyn who
couldn't get liability coverage on
their tenement properties from the
large stock insurance companies.
The landlords banded together to
write their own business, hire law-
yers and fight their own claims.

"This," Mr. Barnes said, "is how
our expertise started."

Expertise may be too gentle a
word, for Mr. Barnes admits that
the Consolidated approach is a
bit more on the hard-nosed side.

"WE DON"r JUST settle

claims to avoid a court case," Mr.
Barnes said forcefully. "If it will
cost us about $1,000 to take, a
case to court and we can settle out
of court for the same amount

we'll take it to court every time
if we don't think the particular
claim is worth that $1,000. Let's
face it, we're approached by law-
yers all the time who say, 'Look,
it's going to cost you $1,000 to de-
fend this case. Why not settle
and save yourself some trouble?'
We don't operate that way at all.
We have a reputation to maintain
and if we start doing that the
word gets around pretty fast in
plaintiff lawyers' circles." If more
insurance companies took this
hard-nosed approach to claims,

Arthur Barnes

Mr. Barnes believes, urban risks
would be more desirable and buy-

4.

We feel that service.is the foundation of

a good working relationship. That's why

we're constantly trying to make a good
thing better.

We give you service in depth. By offer-

ing experts in more areas. Underwriting

experts. Experienced claims attorneys.

ers of such insurance coverage
would enjoy lower premiums.

Consolidated Insurance Cos.
write considerable hotel business,
which for long has been consid-
ered among the poorest of liabili-
ty risks. Among the company's
policyholders is the nationwide
chain of Loew's Hotels. Others
include a number of posh resort
hotels along Miami Beach's hotel
row. Many, according to most in-
surance underwriters, are undesir-
able for one reason alone: Any-
cne who visits them and takes a
fall wants an insurance company
to pay for his vacation, they say.

Mr. Barnes agrees that this
reputation still exists. However,
he insists that it has not held
true for Consolidated. Not that
his company is not getting the
claims, for it is. It's simply the
way in which those claims are
handled that makes the differ-

ence between profit and loss for
Consolidated, he said.

Service.

That's the
GENERAL

idea.

GENERAL

bwiness insurance, June 8, 1970/33

Consolidated Claims Ltd. is

equipped to handle the entire
claims procedure, from the day
one is made, through the investi-
gation of same and up until the
time the case goes to trial. The
subsidiary will even work with
an insurance company's or self-
insured's lawyers in pretrial
preparation, he said.

THE SERVICE, according to
the Consolidated vp, will fill a
need that has existed for some
time.

"The idea of the subsidiary
came into being when we looked
around us," Mr. Barnes said.
"There was a need to be filled in
this area. Many insurance car-
riers have problems staffing their
claims departments in inner cit-
ies. And there are relatively few
adjusters who are trained to in-
vestigate claims that arise in the
inner city," he said, noting that

Continued on page 34

Engineering experts in the contract surety
field. Medical rehabilitation experts.

When it comes to service, most insurers

come to General Re. Where they get the
very best.

Our ten offices are located throughout
the United States and Canada.

REINSURANCE CORPORATION
ALL FIRE, CASUALTY, ACCIDENT AND. SICKNESS,

Home Office: 400 Park Avenue

New York, New York 10022 '
BONDING, AVIATION AND MARINE LINES

Offices in Atlanta, Chicago, Dallas, Hartford
Los Angeles, San Francisco, T6ronto and Montreal



Giles on the law

Is hospital liable in death resulting
from administration of anesthetic?

By JOHN W. GILES
Attorney at Law

WASHINGTON-What is the
present state of the law regard-
ing the liability of hospitals for
injury or death to a pat.ent re-
sulting from or connected with
the administration of an anes-

thetic? Is the hospital liable when
something goes wrong?

If what goes wrong is alleged
to be the fault of the anesthetist,
the person directly administering
the anesthetic, then you must an-
swer the question as to whether
the anesthetist is the agent of the
hospital or an independent con-
tractor. To hold the hospital, you

must prove the agency relation-
ship, even though the acts of the
anesthetist were of a professional
and discretionary nature.

There are cases that hold that

anesthetists, even - if employed
and assigned to a hospital, are in-
dependent contractors for whose
negligence the hospital will not be
responsible. All the particular cir-
cumstances of the hiring of the
anesthetist by the hospital must be
carefully looked into to determine
the agency relationship and if it
definitely does not exist, the

chances of holding the hospital lia-
ble are slim.

However, when you allege
negligence in connection with an

anesthesia against other em-

ployes of the hospital such as
nurses, or persons in charge of the
equipment, the hospital has been
held liable for the negligence of
its employes. Such employes may
be guilty of supplying incorrect
substances as anesthetics, in fail-
ing to properly supervise patients
returning to cosnciousness from
an anesthetized state, and in other
situations involving a breach of
the applicable standard of care in
some phases of the anesthesia pro-
cess. Negligence of the employes

.rnust be proved.

***

IS A SHIPOWNER entitled to

contribution from the employer
of a crewman who drowned after

a collision between shipowner's
negligent vessel and negligent
launch engaged but not operated
or owned by employer?

The crewman left the employ-
er's vessel and boarded the

launch for transport to the shore.
Enroute, the launch collided with
the shipowner's vessel and the
crew man was drowned. Both

vessel and launch were negligent.
The shipowner settled with the
crewman's estate and now seeks

contribution from the employer
on the basis of the admiralty-di-
vided damage-collision rule.

The shipowner cannot get any
contribution. The launch was an

independent contractor. The crew-
mans employer was obligated to
insure him safe means of egress
from his ship. But it does not fol-
low that the liability imposed by
the Jones Act vis-a-vis the crew-

man, can be so twisted as to sup-
port the shipowner's liability re-
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garding other shipowners. (C. A.
3-Mendez v. States Marine Lines,
Inc.-2/4/70.)

***

WHAT BAD THINGS can you
say about a golfer and still be free
of liability?

The directions are contained in

a recent case against Time maga-
zine, which described a golfer
who hit the ball and struck a

fellow golfer standing 20' behind
him, as a man who plays golf for
business rather than pleasure,
whose game was running true to
form, and who was thinking of a
potential deal when he hit the
ball. Is all this defamatory?

The court said that business

golf is neither shocking nor
shameful to the average reader

of a magazine, and it is a eom-
monplace practice among busi-
nessmen. The statement that the

golfer's game was running "true
to form" was not actionable even

though it might imply that the
golfer in question always played

golf awkwardly. (C. A. 3-Sellers
v. Time, Inc.-3/20/70.)

***

IF YOU ARE insured and mail

suit papers properly addressed to
a liability insurer, do you satisfy
the policy requirement that the
papers be "forwarded" to the in-
surer, even though the insurer
did not actually receive them?

Does "forward" imply that
there must be "receipt?"

"No," says the court. It may
well be essential for an insurance

company to actually receive no-
tice of an accident from its in-

sured, but once an insurance
company has notice of an acci-
dent, it usually will be informed
of the filing of the suit, even if
the suit papers are lost in mail-
ing. (U.S.D.C.-Md.-Travellers

Indemnity Co. v. Rosedate Pas-
senger Lines, Inc.-8/30/70.)

** 4

IS FAILURE to design a bus in
1948 with a right rear-view mir-
ror negligence of a manufac-
turer?

A child's parents whose child
Continued on page 41

Hospitals...
Continued from page 14
Kramer paid the premium to
B&R Excess "which presented
and warranted to him and to the

plaintiff that the policy... was
good and valid... issued with
the full authority of the defend-
ant Home Owners."

THE CHICAGO/BASED in-
surance company is said to have

asserted that the policy wasn't
issued by it or by any of its
authorized representatives, or by
any representative authorized to
place any coverage in its behalf.
Home Owners also alleges that it
hasn't collected or received any
payment of premium or other
consideration for the policy.

According to William S. Gib-
son, assistant director of the Illi-
nois insurance department, Home

Owners is being watched "very,
very closely" by state insurance
department officials. However, he
said, the department "knows of no
violation" of state statutes by the
company. He noted that the com-
pany's problems are principally a
result of State Fire's liquidation
by Florida authorities. As a result
of the reinsurance of risks with the

Miami company, he said, Home
Owners has "suddenly found itself
with a bunch of liabilities which

put a financial strain on the com-

pany."
Home Owners, according to

Mr. Gibson, had net current ad-
mitted assets of $4.8 million at

the end of last year. Current lia-
bilities at the time amounted to

$3.8 million, leaving a surplus to

policyholders of $1 million. •
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Self-insurance of workmen's

compensation: A new
tool for management
by David Warren,

Warren, McVeigh & Associates,
San Francisco, Cal.
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David Warren

 ELF-INSURANCE of workmen's com-pensation is not for everyone, but
should be far more widely used than it is
at present. Probably the reason it has
failed to reach its proper potential is be-
cause management has not yet come to
appreciate the full import of all its rami-
fications.

Workmen's compensation is a cost of

doing business -which differs in many
respects from other risks of loss. Injuries
and occupational diseases occur more fre-
quently and are of generally lower mag-
nitude than. other types of accidental
losses. For this reason, they are predicta-
ble within a fairly narrow range, and the
greater the number of employes the more
predictable the annual costs become.

With regard to magnitude, claims pay-
ments follow the laws of the. state in

which the employe is injured. The amount
is determined by a rigidly prescribed for-
mula which limits the maximum loss for

each case to a figure modest in relation to
public liability and other claims which
are subject to litigation.

Workmen's compensation is therefore
less a matter. of uncertainty than of loss
control, administering claims and funding
the payments. It is most effectively treated
as a management function rather than a
type of insurance. Though the term "self-
insurance" is commonly used, it would be
more appropriate to speak of "managed"
programs of compensation. Some form of
managed rather than insured program is
preferred wherever:

• The company is large enough to ab-
sorb the maximum annual loss fluctuation

without unacceptable financial disloca-

tions. Statutes often require a self-insurer
to retain no less than a certain amount

per loss: in California 324,000 and in Ohio
$50,000, for example. (The irrationality of
these laws can be seen by the fact that
New York takes the opposite approach
and will not allow a self-insurer to as-

sume more than $50,000 per loss.)
e The company can qualify as a self-

insurer with the state by meeting any
applicable requirements for financial sta-
bility and claims administration.

• Management has an active aware-
ness of safety needs and other related
aspects of workmen's compensation. This,
of course, is desirable even with an in-
sured program, but it assumes even greater
importance under self-insurance. Increased
management awareness is, in fact, one of
the chief advantages of self-insurance.

We have seen no accurate figures which

would measure the scope of self-insurance
nationwide, but some indication may be
given by looking at the state of California.
The largest writer of workmen's compen-

sation in California is the State Compen-
sation Insurance Fund, which writes about
19 % of the total volume. Self-insurers

account for about 17 % of the total, while
the remaining 64 % is widely spread
among commercial insurance companies,
of which the largest has only 9 % of the
total. Thus, self-insurance represents a

highly significant method of treating work-
men's compensation which would probably
be more prevalent if more.companies were
able to make an accurate assessment of all

pertinent considerations.
There are three principal advantages of

specific problems. While such services are
available from the larger insurers, the
insured is lirnited to those who are on the

insurer's staff. Most professional results
can only come from freedom to employ
the specialist best equipped for the job at
hand. Knowledgeable use of medical and

loss prevention consultants can provide an
overall program superior to that obtaina-
ble from a single insurer.

The second rationale for self-insurance

is rhore effective claims handling. This
can result from a number of factors:

• Those claimants with deserving claims
can be paid more promptly. Studies over
the years in California have shown that
self-insurers do pay claims more prompt-
ly than insurance companies. Promptness of
payment can go far towards fostering- more

satisfactory employe relations, forestalling
greater demands, and eliminating contested
claims.

• Claims which ·are of dubious merit

may be resisted more effectively. Under
an insurance program, the insurer makes
the decision as to whether or not the

claimant should be paid. Because this de-
cision is closely interwoven with labor
and other employe relations, it is desira-
ble from a management standpoint that

'Though the term self-insurance is commonly used, it is more

appropriate to speak of managed programs of compensation.'

self-insurance. In order of importance,
they are (1) better loss control, (2) more
effective claims handling, and (3) lower
costs.

IMPROVED LOSS control is, in our
judgment, the principal advantage of
self-insurance. Though it does not neces-

·- sarily follow a move to self-insurance,
and the reverse could be true with im-

proper management, improved results do
in fact occur as has been demonstrated

many times. Two major reasons for im-
proved loss control are (1) better commu-
nications among all parties with greater
awareness of needs, and ( 2) greater moti-
vation toward loss control, which. results

from making operating units responsible
for their own losses. Direct financial in-

centives can. greatly influence attitudes
toward safety which, as any safety spe-
cialist will testify, are a major factor in loss
control. Studies from many sources have
emphasized the tremendous, role played
by psychological factors in injuries.. Some
reports show that as many as.85% or 90%
of all injuries have a psychological basis,
even though physical causation may be
listed on the accident report form.

A third· reason for improved loss control
with self-insurance is freedom on the part

of the company to tailor its safety engi-
neering to fit the characteristics of the
company. Particular specialists such as
noise control engineers, health physicists,
industrial hygienists, among others, may
be needed at infrequent intervals for

the employer maintain control. The Cali-
fornia State Fund has been quoted to the
effect that 40% of the claims filed in

California are either fraudulent or highly
questionable. If this is even close to ac-
tuality, it is extremely important that the
company develop a reputation not only
for promptness of payment of deserving
claims, but for toughness in resisting those-

which are fraudulent. Ability to make the
necessary judgment comes only from con-
tinued management involvement, an in-
volvement which is lessened under insur-

ance.

• Improved employe relations is fos-
tered when the employe knows the check
comes from a concerned employer rather
than from an impersonal insurance com-
pany. Also, an employe is less. inclined to
make a questionable claim against his
employer than against an insurance com-
pany.

• Compensation . payments are some-
times only part of total compensation to
an insured employe. He may also collect
benefits under accident policies, disability
policies, and unemployment compensation·
plans. With a self-insured program, all
payments can more effectively be coordi-
nated.

e Over-reserving .is eliminated. When
an insured loss is incurred, the insurance
company immediately establishes a re-
serve in an ·amount equal to its estimate
of the ultimate cost of the claim. This

entire amount is charged to the insured's
losses for the year and. affects the experi-

ence rating. An insurance company would
naturally tend to reserve a greater

amount of money than would an employ-
er.

The third advantage of a self-insurance
program is lower cost. Loss ratios permit-
ted by the- state usually fluctuate around
60%. In California the ratio is 61.65%,
which means that 38.35% of the premium
is allocated to expenses. (Note that if the
38.35% of· premium· is expressed as a per
cent of losses,·expenses would be 62.2 % of
losses.) Some of these expenses- represent
cost which. must be assumed by the self-
insurer but others represent insurance
overhead which has no value to the em-
ployer.

In California the breakdown of the

38.35 % expense factor of the premium is
as follows:

16% to acquisition, or sales costs

11.5% general overhead

3.05% taxes, licenses and fees

7.8% claims adjusting expense

CLEARLY THE 16% acquisition cost
and the 3.05 % taxes, licenses and fees
figures are of no value to the employer.
The 7.8% in claims adjusting expense is
certainly needed while the 11.5 % general
overhead may include factors which the
self-insurer may need to replace such as'
legal expense and safety engineering.
Thus, somewhat over 20% of the insurer's

expense costs are of no value to the em-
ployer and would be eliminated under a
self-insured program.

Of course, insurers state that these fig-
ures do not hold for the larger accounts,
and this may be true. Volume operation
can reduce overhead costs and there are

some retention plans or retrospective rat-
ing plans which could develop lower costs,
but there is a minimum administrative

overhead which cannot be removed.

This 20% cost advantage does not in-

clude the value of money to the employer.
The importance of cash flow as an addi-
tional advantage of self-insurance can be
seen by considering the run-off ratio of
compensation claims. Under an insured
program, when a loss is incurred, the total
amount of the eventual loss payment is
estimated and established as a reserve.

This amount is charged against the em-
ployer in the year the loss is incurred
even though the money may not be paid
out for a period of years.·In fact, the
length of the payout period is surprising
to those who are not close to the compen-

sation picture. In California, for example,
estimates are that for a loss incurred in

one year, the average cash paid out is
30% during the first year, 30% during the
second year, 18% during the third year,
12 % in the fourth year, and 10 % in the
fifth year.

Using these run-off ratios, and a 10%
value of money to an employer, we can
make a cost comparison of an insured
versus a self-insured .plan by comparing
the present value of an insured premium
to the present value of comparable self-
insured costs which would be incurred. To

continued on following page



New Jersey black man

TRENTON, N. J.-A young
black minister has been awarded

$500 for "psychological trauma"
he suffered when a landlord in
Montclair, N. J., refused to rent
an apartment to him because of
his race.

The New. Jersey court ruling is
somewhat similar to a California
ruling handed down last month,
which allows a black man 50 seek
damages for emotional and phys-
ical distress caused by discrimi-
nation or prejudice on the part of
his employer.

The California decision (Busi-
ness Insurance May 11) ir. volved
the case of a black man who was
called a "God damn nigger" by
his boss. The state supreme court
recently ruled that the man may
now seek relief in the courts
against his employer, Anbro En-
gineering Inc. of Culver City, for
the emotional and physic al dis-
tress caused by the humiliation.

SEVERAL knowledgeable in-
surance sources questioned feel
that the case against the California
firm would be covered under the

slander provisions of the compre-
hensive general liability insur-
ance policy. However, they also
believe the New Jersey case not
to be ineurable, since discrimina-
tion in housing comes under a
Federal law of 1966 that protects
every citizen from rejection based
on discriminatory practices. Such
discrimination, being unlawful, is
thus not insurable.

The New Jersey award will go

to Rev. William Gray, the senior
minister of the Union Baptist
Church in Montclair. In his suit,
he contended that the only men-
tal anguish he suffered was the
immediate traumatic impact of
being racially insulted when he
sought to rent an apartment
owned by Serruto Builders Inc.
in Montclair in 1967.

The Newark lawyer who rep-
resented Mr. Gray, Samuel E.
Bass, said, "The only thing we
sought to prove was that my eli-
ent had suffered a psychic shock
or trauma from the experience of
being rejected.

Although other similar state
and Federal decisions have been

recalled, it is believed that none
of them involved unilateral at-

tempts by the plaintiffs to seek
relief or damages on the basis of
simply trying to right a wrong
under the concept of English law.
Such compensation for mental
suffering has usually been re-
stricted to cases such as those

involving physical injury or di-
vorce proceedings.

The New Jersey decision has
been hailed by civil rights lead-
ers as "unique and significant"
and as "a step in the right direc-
tion." •

Named group head
William R. Brown, a regional

supervisor for Great American
Life Insurance Co., East Orange,
N. J., has been named group su-
pervisor in Charlotte, N. C.

Pension awarded

after 37 years
NEW YORK-Dr. Arthur

J. Kraus, 73, will at last re-
ceive his pension check as a
result of legislation signed
by Gov. Rockefeller.

Dr. Kraus was fired 37

years ago from the faculty of
the City College of New
York for conducting a hun-
ger strike protesting fascism
in Europe and U.S. isolation.

The city's Board of Higher
Education cleared the pro-
fessor five months prior to
the signing of the New York
legislation.

Workers win

big contracts
FRESNO, Cal,-AFL-CIO Unit-

ed Farm Workers Organizing
Committee has signed its first con-
tracts with major table grape
growers of the San Joaquin Valley
here.

Cesar Ch a v ez, UFWOC head
called the agreements "very mod-
erate" and said they will affect
about 3,000 workers and 3,070
acres of grapes. The contracts are
for a 12¢-an-hour fringe benefit
payment and $1.75 :n hour as the
minimum wage, with a 25¢-a-box

incenive. The second year of the
contracts calls for a $1.90 mini-
mum wage.

Bianco Fruit Corp., Fresno, Dis-
poto Co., Tulare, and Centennial
Valley Farms, Phoenix, Ariz.,
signed the contracts. •

U.K. insurance head
cites need to raise rates

LONDON-Worldwide needs

for hdgher insurance rates, side-
by-sile with demands for better
risk prevention, are disclosed in
the annual report of the Phoenix
Assurance Co., of London, which
topped $250 million premium in-
come for the first time last year.

The group has a 6% interest in
the total volume of business that

comprises the pool of the Conti-
nental Insurance Cos., New York.

Business leader Lord de L'Isle,
who _s British chairman of Phoe-

nix Assurance, has told stock-
holders in London:

"IT IS CLEAR that the insur-

ance industry has not yer achieved,
in an inflationary world, rate
levels adequate to provide under-
writing profits. The current pat-
tern of unsatisfactory results pro-
vides a justificatoin for higher
rates.

"We recognize that risk im-
provement and claims prevention
must, nevertheless, continue to
be E major preoccupation of
Phoenix, and indeed of the insur-
ance industry as a whole."

He was speaking of fire and
accid=nt results, but pointed out
that rapidly increasing ship re-
pair costs made it doubtful if
marine rates were yet at a prof-
itable level, even though higher
hull ratings had helped to im-
prove results last year.

Aviation rates had moved up-
wards with a more realistic ap-
proach to hull business, and the
market generally had found no

Employers Reinsurance Corporation

The peopleto
seebrexcess
covelage

Our service in the areas of Libel,

Workmen's Compensation,
Commercial Automobile and

 Umbrella Liability is oretty difficult
to match... fora numberof reasons.

First, we have a large staff of
experts who understand their
highly technical fields as well as
(or better than) any other group
in the world.

DEAR GERRY: The average man today ANSWER: A short list is as follows:

Second, we have these experts in
strategic spots, so that they're

instantly available for consultation.

Third, we've been at it for a long

time (since 1914) and the body of

difficulty in absorbing the cover
for jumbo-jets and their attend-
ant liabilities.

PHOENIX Assurance made,
overall and worldwide, nearly

$11 million profit last year, com-
pared with $8.7 million in 1968.
Its premium writings in the U.S.
rose to $72.8 million from $53.7
million and its loss ratio was

67.7%, compared with 67.8% in
1968.

Expense and commission ratio
was 32.8% (against 32.1 %) be-
cause of technical adjustments
arising from a larger share of the
total pool. Operating ratio was
100.5% (99.9% in 1968), which is
regarded as a creditable result.

Lord de L'Isle pays this tribute
to U.S. results: "Our gratitude
and thanks are due to our friends

in the continental U.S. for this

excellent performance. It is satis-
factory that we have been able to
sustain the growth of our busi-

ness in this very important mar-
ket." •

Dental service in N.J.

authorized by state
New Jersey commissioner of

insurance, Robert L. Clifford, has
authorized the N. J. Dental Serv-
ice Plan to do business in the

state. The Dental Service Plan,
incorporated last July, is a non-
profit organization. Policies will
be sold only on a group basis at
first. Contract forms and rates

will be filed with the depart-
ment of insurance.

information we've acquired is
priceless.

All three of these are factors you
must consider when you require
excess coverage. Write or call
collect, and let's talk it over.

Maybe we can convince you that
we really are the people to see for
excess coverage.

We also have Errors and

Omissions policies for Brokers
and Insurance Agencies and
Professional Liability for
Lawyers and Adjustors.

Employers Reinsurance Corporation
21 West 10th Street, Kansas City, Missouri 64105 • Atlanta, Chicago, New
York, San Francisco Toronto, Montreal, Zurich

utility trailer. Better observation shows position or existing program.



Containers hurt cargo
insurance experience

LONDON-American cargo in-
surance claims are reviewed in

the annual report of the London
Salvage Assn., which states that
its Cleveland, 0., office has some
reservations about the container

revolution.

Pilferage and damage are
blamed on three factors: Group-
age cargoes stripped from the
container in coastal ports before

on-carriage; unsatisfactory stow-
age methods; and cargoes unsuited
to container traffic.

The report says the Cleveland
office adds: "Warehouse-to-ware-

house shipments are problematical,
as the carrier seldom has any spe-
cific knowledge of stowage meth-
ods used."

CLAIMS ON STEEL cargoes
are also causing concern to

Cleveland officials, who say:
"While claims are occasionally
encountered due to shifting of
cargo or entry of water into the
cargo compartments, the greatest
problem still appears to be expo-
sure to rain or other adverse

conditions after discharge from
the ocean vessel. The risk is en-

hanced if transhipment takes place
in transit to destination."

In Chicago, reports the London
Salvage Assn., protection of car-
go against pilferage was strength-
ened considerably at the beginning
of the navigation season, after re-
ports that shippers were diverting
cargoes to other ports. •

dates for buyers
June 15-17, American Management Assn., Developing a Modern

Employe Benefit Package workshop, 135 W. 50th St., N.Y., N.Y.
June 22-23, Direct Marketing Corp. of America and Management

Seminars Inc., mass merchandising of financial services seminar, Am-
bassador Hotel, Los Angeles, Cal.

Giles...
Continued from page 36

was trapped under the wheels of
a bus claimed that it was.

The U.S. court for Maryland
said, assuming the manufacturer
was negligent, the later negli-
gence of the transit company in

failing to maintain its equipment,
including the installation of safety
devices, would be a superceding
intervening cause.

The reasonableness of the

transit company's conduct should
be decided by the state courts,
said the U.S. court. (Mondshour
v. General Motors Corporation.
Feb. 13, 1969, Fed. Supplement.)

***

WHAT IS THIS thing called
subrogation, a term we use so
glibly? Is it pure equity? Does it
rest on a contract?

It is pure equity and it rests on
the foundation of natural justice.
It does not rest on contract, and
includes every instance in which
one who is not a volunteer, pays
the debt of another.

What is legal subrogation? It
arises by operation of law through
which a person has been compelled
to pay off a prior encumbrance in
order to protect himself, or when
he has paid the debt of another in
such circumstances that equity will
afford him the security or obliga-
tion held by the creditor whose
claim has been paid.

What are the elements of sub-

rogation? They are three: A val-
uable right; a person who owns
that right; and a person who is
seeking to be substituted to that
ownership. In many cases the in-
surance company is seeking to be
substituted for your ownership of
your rights against a tort feasor.
(See Bunge Corp. v. St. Louis Ten
minal Field Warehouse, 295 Fed,

Supp. 1231.)
***

WHAT HAPPENS when it ap-
pears that the corporation listed
as the insured had, as the result
of a merger, ceased to exist more
than two months before the poli-
cy was issued? Does this defeat

the policy in case of a subsequent
loss?

This was an action to recover

under a policy covering damages
caused to docking facilities by
wind storms. It appeared that the

corporation listed as the insured
in the policy had, as the result of

a merger, ceased to exist more

than two months before the poli-
cy was issued.

In an action by the assignee of

the surveying coporation, the
court permitted reformation of
the policy to name the surviving
corporation as the insured on the
grounds of "mistake."

Notidg that there was no evi-
dence to show whether or not the

insurer or its agents had any in-
formation that would put them
on inquiry as to the true identity
of the owner of the property to
be covered by the insurance, the
court held that the reformation

was warranted, when the named
insured was not in existence

when the policy was written.
The insurer admittedly intend-

ed to insure the property in
question. There was no fraud or
misrepresentation on the part of
the insured. There was no in-

crease of hazard on the part of
the insurer on account of the

error in the name of the insured

or because of the merger. The
management of the insured re-
mained the same, and the insurer
accepted and retained the premium
payments. (Gillis v. Sun Ins. Of-
fice, Ltd. 238 Cal App. 2nd 408.)

***

HAVE YOU CHECKED re-

cently on your insurance on
loaded trucks parked overnight
in your own yard? They can dis-
appear very quickly in these
times.

In this case, the truck was sto-
len by persons unknown while it
was parked overnight in the
plaintiff's yard, awaiting unload-
ing, the next morning. The cargo

was worth $74,000. The policy
provided coverage of $50,000 for

any one vehicle-and $250,000
while the goods were in depots,
warehouses, loading docks or
platforms.

Was the plaintiff here covered
for more than $50,000? The court
said, "No." The court held that the
insurer limited its liability to $50,-
000 for loss of goods while they
were loaded "on any one vehicle"
and to $250,000 while not on a
vehicle but rather unloaded from

the vehicle and "in depots, ware-
houses, or on loading docks or
platforms" of the insured.

The case suggests that your
policy be carefully examined as it
relates to loaded trucks. ( Chicago
Terminal Clearance v. St. Paul

Fi're amd Mutua Ins. Co. 407 Fed.

2nd 552.) •

-

"A remarkably clear
exposition of the
intellectual process which
underlies the formulation

of new and creative

approa ches to the
problems which men face
on every level of human
existence."

A

a

)u,NMIa Jujg
Sold Out-And Back To Press for the 14th Time!

This 62-page book was first printed in
1940.

Four editions-and 14 printings later-
we're still filling orders from business
executives who are anxious to check

their creative processes against Mr.
Young's formula-A Technique for Pro-
ducing Ideas.

After all, IDEAS are what business is all
about. And if Mr. Young's book is as
good as the demand for it has been
over the past thirty years-you know
before you order it that you're in for
some mighty stimulating reading.

It's written clearly, succinctly. You can
read through it quickly during one eve-
ning. But part of our guarantee of satis-
faction is that you'll want to re-read it
carefully-and not just once!

MAIL THIS HANDY COUPON TO

Our whole guarantee is that if you are
not completely satisfied, you get your
$2.50 back by simply asking for it.

You've probably guessed by now that
many of the orders we've received dur-
ing the past thirty years have been the
result of word-of-mouth recommenda-

tions, or as GIFTS by one business as-
sociate to another, by a top executive
to his entire management team, by Pm-
fessors to students, etc.

That's why we've set up a Special Gift
Price of only $2 per copy when 5-or-
more copies are ordered and paid for
at the same time.

For example: for $10 you can give a gift
-to four of your friends and yourself!

Just use the handy coupon below.

DAY-SATISFACTION GUARANTEED

........................................................................

..

: Book Department • Crain Communications Inc. • 740 Rush Street, Chicago 60611 :
0 0

I Please send copies of James Webb Young's I
. A TECHNIQUE FOR PRODUCING IDEAS. I am 0

enclosing $ , figured at $2.50 each, 
• « postpaid; or $2 each for 5-or-more copies. I must be •
. F

. j - r'li rrtif- satisfied or my money will be refunded upon request. :

..

' difihjibig ' 0My Name o
..

' Firm 0
..

' - Street I.

-.
. p------7. 0
. City · State. 7ip .
..

I am attaching a gift list. Bid 0
..

..

........................................................................
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Ribicoff ...
Continued from page 1
that this is especially true of
companies that have so-called
"master policies" on their em-
ployes written on a group basis.

'*A GREAT many employes
aren't aware of the coverages
their company gives them. Nor,"
the aide added, "can they be as-
sured merely by the word of

*

someone in the personnel or em-
ploye relations departments that
they do not have coverage for a
certain ailment."

The letters to Secretary Finch
and Mrs. Knauer also called at-
tention to a study evaluating 10
private health care plans in Cali-
fornia. The survey, conducted
last year under the direction of
Dr. Lester Breslow, professor of
health services administration at
the University of California in
Los Angeles, found wide discrep-
ancies in benefits.

According to the senator, two
different sets of health care plans
were graded as being twice as
good in scope of benefits as an-
other set of plans whose prem-
ium costs were the same.

Benefits examined included

hospital and doctcr services, in-
stitutions rooms and board, lab
tests and x-rays, ambulance

service, drugs and psychiatric
services. The mix of coverage,
according to the study, was found
to vary widely among the 10
plans.

WANT )

If you have a hammer,
we have a hand to work with
it. Thousands of hands all
across the country just wait-
ing to break into business-
not to steal, but to work.
Work with you, in your busi-
ness, in your community.

Someareblack,some
white, some youig, some
not so young. But all are un-
employed or uiderem-
ployed. They're in real need
of your help.

The National Allianceof
Businessmen has already
started thousands of hard-
core people from our na-
tion's large cities on their
way to productive citizen-
ship. On their way to the
skills, experience, education
and social acceptance that
some of us take for granted.

The Government is in
there helping and big busi-
ness is out to make this thing
work. But without the efforts
of local business, we really
can't crack the hard-core of
unemployment. Get with it.

-/- advertising contributed for the public good

Call the National Alliance of
Businessmen inyourcom-
munity, and help spread the
workaround.

JOUS
WIDIEIDS
NationaIAllianceof Businessmen

THE BRESLOW survey exam-
ine6 only one-tenth of the plans
in operation in California and
was intended only to demonstrate
that comparisons could be made
between competing health insur-
ance prograrns and that the dis-
cerr-ible contrasts could be used
by labor and management in
choosing the best option for the
least money.

"Dr. Breslow has determined
that an expensive policy is not
always superior to an inexpen-
sive policy," Sen. Ribicoff told
Secretary Finch and Mrs. Knauer,
urging them to "conduct a com-
prehensive evaluation of all priv-
ate health insurance plans avail-
able in the United States."

"The purpose of the study
should be to rate each plan by
name according to an objective

Examine plans to
save Torrey Canyon

PLYMOUTH, England-

Plans are being examined to
salvage the tanker Torrey
Canyon, which ran aground
off the British west coast
three years ago and caused
vast clairns for oil-slick

damage.
A Scilly Islands salvage

company is reported to be
negotiating for the rights to
salvage it at a price put in
the region of $25,000.

Although the thnker start-
ed to break up after the dis-
aster, there are said to be
bronze propellers, worth more
than $45,000 on the scrap mar-
ket, that can be recovered by
successful, operations. The sal-
vage firm thinks it can recoup
its cost by recovering valuable
copper and bronze frorn the
u-reck.

set of standards that reflect your
best judgment of the factors
which, weighted together, reveal
the quality of a private health
insurance plan," the Connecticut
senator stated. He added that he
is not merely requesting a listing
of the various plans and their
prices and benefits, but was ask-
ing for some evaluation, either
using the Breslow method or
another system and for a com-
parison of the plans.

"Since private health insurance
is more than a financing meehan-
ism for the delivery of health
care, I suggest that, to the extent
possible, you test each policy for
each company for how it affects
the manpower shortage, escalat-
ing costs, disorganization and ir-
regular quality of health care in
America today," he said. •

Oil spi//s...
Continued from page 1
should a spill occur.

At the moment, however, the
national strike force consists of
only four men-one Coast Guard
officer and three enlisted men.
Six men will be delegated soon to
oil spill work in the New York
area and when the national plan
finally goes into operation there
is expected to be a team of 18
men for each of the three coasts
-Atlantic, Pacific and Gulf-and
possibly 10 men who will be as-
signed to inland waterways.

The Waier Quality Improve-
ment Act states that there is lia-
bility only for spills "in harmful
quantities," and it directs the
President to determine "these
quantities of oil the discharge of
which will be harmful to the
public health or welfare of the
United States ...as soon as
possible" after signing the act. •

The fuel that has kept Adams & Porter
charging since 1907. We've developed
new, aggressive approaches to busi-
ness insurance placement. And we've
developed a Claims Department with
expertise unparalleled in the industry.
About the only innovation in business
insurance that Adams & Porter hasn't
made is changing the personal
professional way we service your
day-to-day needs.

Adams & Porter
Houston: Cotton Exchange Bldg. (713) 227-5181
New York: 30 Church St. (212) 349-5900

0



Long-hairs can't get
benefits in Monterey

MONTEREY, Calif.-Long
scraggly hair, beards or side-
burns are out if you want to
collect unemployment insurance
here, or so says the manager of
the state unemployment office
for Monterey Peninsula.

James E. Hammond made the

ruling after a survey of 900 pro-
spective employers, he said, and
by late last nnonth had denied
unemployment insurance pay-
ments to five long-haired appli-
cants.

Apparently the same ruling
could also affect women who

wear maxi skirts or micro mini-

skirts. However, Mr. Hammond
said, no clear case has yet conne

up on women's apparel.
Mr. Hammond said his survey

of 900 employers showed that

File suit to

speed aid
SAN FRANCISCO-A class-

action suit has been filed in Fed-

eral court here to compel the city
to speed up action on 3,300
claims for aid to the totally and
permanently disabled. The suit,
filed by the Neighborhood Legal
Assistance Foundation, nannes

Ronald Born, San Francisco so-
cial services director, Mayor Jo-
seph Alioto and members of the
social services commission.

Filed on behalf of Bobby Lang-
ley, 24, a cabinet maker until
last year when he was robbed

and stabbed, the suit alleges Mr.
Langley has waited seven months
for the $160 assistance. The Fed-

eral court is asked to enjoin the
city's social services department
from taking longer than 60 days

to process applications and that
the mayor be enjoined from re-
fusing the department more social
service workers.

Attorney Steve Elias contends
both Federal and state law re-

quires that application for the
disability aid be processed within

60 days and that here it has been
taking six months to a year. •

Consider suit
on bank /osses

NEW YORK-Several major
New York City banks are report-
edly considering a multi-million
dollar suit against a national ac-
counting firm that for years cer-
tified Mill Factors as financially
sound when in fact it was insol-

vent. Six of the seven largest
banks here are creditors of Mill
Factors.

The possible suit was divulged
by John M. Meyer Jr., chairman
of J. P. Morgan & Co. Inc. Mill
Factors defaulted last year on a
$5 million loan from the Morgan
Guaranty Trust Co., the principal
subsidiary of J. P. Morgan.

The contemplated action would
be taken against Lybrand, Ross
Bros. & Montgomery, one of the
ten largest national accounting
firms, according to sources in the
banking community.

One New York City banker,
who is playing a major role in
the Mill Factors case, reportedly
said that "either they (Lybrand)
come up with an adequate settle-
ment, or I'll sue."

It has been presumed that if a
lawsuit is brought against the
large accounting firm all the
banks involved would join in the
action. A decision is expected
soon, since the statute of limita-
tions will run out shortly on
some of the claims. •

more than 50% demand clean-

shaven employes and only 19%
would consider applicants whose
hair is "longer than that trimmed
to the neck." Only 1 % approved
of hippie dress, male or female,
while 3 % said they would toler-
ate women in extreme miniskirts

or maxicoats, the unemployment
manager said.

"BECAUSE the overwhelming

majority of employers will not
accept long hair on male em-
ployes, we feel that those who
persist in wearing it are volun-
tarily restricting their availabili-
ty," Mr. Hammond declared.
"They have only to shave or trim
their hair and they will receive
insurance payments."
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We won the toughest street of all.

According to Mi Hammond awoman can dress a. business insurance, June 8, 1970/43casually asshe likes when seek,u
benefits,"but," he added, "if 4 -siistseinedessingalte sre nsurers win iudge's

extrernes are not accepta

too will be disqualified."
Yvhere

she

If Mr. Hammond persists i. LOS ANGELES-Four major
suit had been filed for paylnent

, u/ing on report forms
eusl:gA};eS, {t*laeA t.»cehecrrri.ers have won a
challenged the decision, altho:gl:Court of JudgelAruer uf=or its.of the balance of the policy lim-neither has instituted legal action'hall in litigation relatingto the

Rush had been delinquent in fil-
as yet. - of monthly reporting form

ing its monthly reports of values
The carriers had

contendedMaurice Jourdane, 27, an at- les.

and that the last report writtentorney for the California Legal In carriers are Agricultural prior to the fire indicated stockAssistance, who calls himself the Insve Co- Fireman's Fund values in the amount paid by the"long-haired attorney in Monte- and

rey County," said the ruling vio- linder Co., Aetna Casualty carriers.lates the First Amendment to the The 'Co. and New York
Rush in turn alleged that RalphU.S. Constitution. Another, Fran- 326.69 fjnsurance Co.

Bullock, an insurance agent foreis Heisler, a veteran Carmel at- Tools Inc..

torney who has taken numerous which des 1rt 1*1 ]:S 'Zlfa=' tohallebz izr=civil rights cases to the high 000 of the 6Er· 4.1966 fire
stock values exceeded $100,000.courts, said: "You cannot exclude stock. :e than $100;

Judge Marshall, however, ruledpeople from the market who are THE POLICIhlipment and
that the insurance carriers' liabil-following the present trend" m a limit of liability

ity was limited to "those valuesDute had

which were last reported in writ-700 and

ing prior to the loss by fire." m

4.
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This street insured the incredible growth of California and
the West. Wilshire Boulevard, Los Angeles. In just 50 years, 40
million new jobs in industries from aerospace to petroleum.

And all along, one group of companies has stood out in
participating workmen's comp. Pacific Employers Group.
PEG wrote and administered the programs that are now
national standards in accident prevention, loss control, and
claims service. No one offers more coverage for the money.

In fact, when INA went looking for the leader in workmen's
comp, they came West. They came to PEG.

INA and PEG are now together. And they're a combination
that's hard to beat.

Look us up. We're not hard to find anywhere now.

PACIFIC EMPLOYERS INSURANCE COMPANY/an INA CORPORATION company
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Hall acquiring brokers
in Chicago and Seattle

NEW YORK-Frank B. Hall &
quired a small Chicago firm and

Co, Inc., considered to be the na-
has reached agreennent to rnerge

tion's fourth largest broker and with a Seattle broker.
the third largest publicly held

Papers have been signed
firm in the industry, has ae- Chicago with R. W. HosmelCo. a general lines firm·ty

 I special expertise in the tre

I persons and its ofld by Hall
I tered parent. Hosm f
I tually expected
 ed with thosem is Bowles,
 in that city· lich employs 15

The Serly, offices there
White blidated with those
person* by Hall in that city
will dal is completed.

no,/o acquisitions are the
,, the year for Frank B.
1 Co. A total of five were

1 in 1969. According to Mr.
others are being considered

t are still in the negotiation

-tages.
VS» _,-- In addition to strengthening its

The "bible" of fire prater'
position nationwide, Mr. King

issued lath Edition gives j' told Business Insurance acquisi-understanding of fire .82.50 tions are being made by Hall in
while being a loglir,repaid an "effort to make sure in each

sound fire protectiogr, Write geographical area we are in we

lished by NFPA - v are one of the leading brokers-

authority on fire
per copy, f.o.b.

Association third, second or the largest, if

Mass. 02110 possible," he said.
when check un,
Dept. 8.9., 482-8755
Nat 'Ul"

60 P - -
7

-I.

-- ZI il-

#-1- U, i "t ' '& T.Bl-r . \*
A 1/

/\J X-- - -

f 11
--3

r

-

\ 2< I /
-.

1 --- 7 4

ry

A check representing a return of over 56% as a participating workmen's compensation dividend for the
year 1968 is being preserted by Insurance Co. of North America to the San Diego Prestressed Concrete
Co. The account was written in Pacific Employers Insurance Co., INA's west coast subsidiary. Marsh Wei-
ler, left, of INA, and agent Robert Driver, second from left, present the check to Mike Kupfer, right, the
firm's general manager, and superintendent Ed Thalmayer. San Diego Prestressed has not recorded any
lost time iniuries during 1968 or 1969.

Arizona airport gets consolidated
property coverage from Glen Falls

TUCSON, Ariz.-The Tucson
Airport Authority has accepted
an offer by the Glen Falls Insur-

Big Deal ... A Federal $10,000
Balanced Life plan would have

given him a paid-up policy.
A group term life policy at 65 isn't worth much
more than the watch. With FEDERAL, however,
GROUP BALANCED LIFE lets the employee
convert the term to ordinary life.

Upon retirement (or leaving) the em-
ployee has an equity good for cash,
or paid-up insurance. FEDERAL
GROUP BALANCED LIFE lets the

company pay the term (at a fixed age

rate) while the employee (at a preferred rate)
painlessly builds the equity.

For more information on FEDERAL GROUP

BALANCED LIFE insurance, call

Federal's Group Dept.. Area 616/965-
7351, or write: Federal Life and

Casualty Co,, Battle Creek, Michigan
49016 (an a ffiliate o f The Home
Insurance Co.)

Life and Health Insurance for every family and business need.
02R

ance Co. to provide a consolidated
fire and extended coverage insur-

ance package on airport buildings
in the amount of $4,472,000, with
a $1,000 deductible clause.

In recommending acceptance
by the TAA board, its insurance
committee headed by Hamiltion
Catlin noted that Glen Falls was

the only firm willing to write
such coverage without a co-insur-
ance clause and without requiring
other carriers to share the risk.

It also was pointed out that
present insurance prerniurns have
been costing a total of $20,048,
with normal increases expected in
the near future, and that the

blanket coverage by Glen Falls
would cost $24,543 but this figure
could be reduced considerably if
sprinklers were installed in three
of the buildings.

SEPARATE policies now car-

ried by the authority for fire and
extended coverage have been

written for minimal amounts on

the basis of dollars available for

premiums and in most cases
buildings were insured at far be-
low replacement cost.

Still unresolved by the TAA is
the question of how-r whether

-to insure hangars at its general
aviation facility, Ryan Field. The
board estimates it ' would cost

about $40 per $1,000 valuation
and has expressed doubt that any
insurance carrier would write a

policy on the structures even at
that rate.

However, the authority's liabil-
ity does not apply at Ryan Field
to any aircraft in its care and
custody and tenants hold the au -

thority harmless for damage in
their leased areas not due to au-

thority negligence. a

Jobless claims cleared

in Coast disaster areas
SACRAMENTO, Cal.-The state

chamber of cornmerce reported
that California's flood disaster of

1969 has; created a 1970 disaster

for employers currently finding
their rate record on unemploy-
ment insurance payments sky-
rocketing.

The employer disaster comes in
the payment of unemployment
insurance to farm workers and

charges being made against em-
ployer accounts for benefits paid
because of past disasters.

The Disaster Relief Act of 1969,
signed by President Nixon last
October, is retroactive to Jan. 1,
1969. This covers the period of
the California flood.

AS A RESULT, workers whe
were employed in the 37 Califor-
nia counties declared as disaster
areas in 1969 can draw benefits

from a special Federal allotment.
Although it had been estimated

that 90,000 workers would file for

claims, only approximately 2,000
have filed to date.

Farm workers are not covered

under California's unemployment
insurance law except when em-
ployers elect such coverage. Such

benefits under the disaster act,

with no waiting period required.
Benefits are estimated at approx-
imately $51 a week for each ap-
plicant for about seven weeks. •

Royal-Globe mass merchandises auto cover
GROTON, Conn.-Royal-Globe Insurance Co. has beaten several

other insurers to the draw in their home state by mass merchandising
an auto insurance plan for a group of company employes. The plan is
now available to 1,550 members of a Charles Pfizer & Co. credit
union. The Pfizer plant here employes some 2,400 persons. About 100
have signed up for the payroll-deducted plan thus far and many more
are expected to as policies come up for renewal. Royal-Globe's

program is individually underwritten; that is, each credit union
member is screened individually and rates are based on driving
records. Savings to employes under the scheme are expected to

average 18%. Mass merchandising was only recently approved in
Connectieut. Insurance Commissioner William R. Cotter tried to bar

the form of coverage, but was overruled by a state supreme court
decision.



Baylor to ASIM: Regulators must
' re-establisK public' s confidence

CHICAGO-There has been a

shift away from the old concept
that insurance is a limited and
private covenant between the

buyer and the seller, Illinois
Director of Insurance James E.

Baylor told the American Society
of Insurance Management's Chi-
cago chapter.

The insurance industry is be-

ginning to realize that it must
consider the effects ·of its actions

not only on the company but also
on society at large, he said.

5&L workers

get mass
risk program

HARTFORD-Connecticut Gen-

eral Life Insurance Corp.'s first
mass-marketed auto and home-

owners insurance program in its
home state will be sponsored by
the Savings and Loan League of
Connecticut (SLLC).

Member institutions of the

statewide organization electing to
participate will offer the new
program to their employes on a
payroll deduction basis.

Some 37 savings and loan in-

stitutions are eligible.
Clayton W. Johnson, SLLC

exec vp, remarked:
"We are delighted to be the

first in Connecticut to offer this

plan. We think it adds an impor-
tant new dimension to the bene-

fit plans of our member institu-
tions."

Liability and property plans

sponsored by the SLLC under
the new program-in addition to

auto and homeowners coverage
-include all-risk policies on spe-
cial possessions such as jewelry,
furs and cameras; pleasure boats;
and a "top cover" plan providing
liability insurance beyond con-
ventional coverage. •

$90,000
awarded to
N.J. widow

ELIZABETH, N. J.-The wid-
ow of an employe passenger in a
jet plane owned by the Pittston

Clinchfield Coal Sales Corp., a
subsidiary of the New York-
based Pittston Co., has received
$90,000 of a $100,000 award re-
sulting from a third party avia-
tion liability policy held by the
Pittston Co.

The policy, written by Federal
Insurance Co. of Chicago, pro-
vides for an admitted liability
award of $100,000 for each pas-

senger killed in the crash of the
company aircraft. In addition to
the downed aircraft, the Pittston
Co. owns a Falcon jet and a Bell
helicopter.

Last October, the small private
jet. plane crashed in the moun-

tains of southwestern Virginia.
Donald R. Martin, a traffic man-
ager for the Pittston Clinchfield
Coal Sales Corp., was traveling
on company business when the
crash occurred. The crash also

killed the pilot and co-pilot of
the plane, whose cases are now
being settled in a Tennessee court.

The remainder of the admitted

liability award, $10,000, was giv-
en to Mr. Martin's daughter, Miss
Judith Ann Martin, 18, by Supe-

rior Court Judge Walter L. Let-
field III, to support her until she

reaches the age of 21. •

"I think I have a very substan-

Ual social responsibility," he stat-
ed, adding that "the precept of
the Illinois insurance department
is to re-establish the confidence of

the public in the insurance in-
dustry. That sounds like a vote
for motherhood, I know. But the
key to the preeept is the word
're-establish.' It shows recogni-
tion of the fact that there is a

lack of confidence on the part of
the public in the insurance busi-
ness."

Mr. Baylor believes there is a
need for better communication

throughout the whole insurance
spectrum. "Companies, consum-
ers and inspectors must have a

clear view of what each sees in
the industry," he said.

THE OBJECTIVE of regulation
of insurance is more than protee-
tion of policyholders and raising

of revenue, he . continued. "The
thrust of my program," the
director said, "is to broaden ex-
isting markets, to open new mar-
kets, and to effect service to all
insurance markets at viable

rates."

The consumer has staked a

claim for himself in insurance

today, Mr. Baylor said. He added
that he believes consumers must

participate in the decision-mak-
ing process. "I used to meet with
a six-man liaison committee from

the Chicago ASIM chapter and
use them as a sounding board for
proposed legislation," he said. "I
hope that we will resume these

usiness insurance
is in future.
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We're members of the
4 International Set

As Fred. S. James & Company has
grown over a span of 112 years its
identification with the foreign insur-
ance operations of its clients has
increased greatly. Today, we serve
clients on a world-wide basis.

M K B Familiarity with local customs and
conditions in far-away places is

e f maintained through a network of
foreign service associates whose
professional standing equates with

L OUr own. In almost all cases, our
f .'J-# 6- United States professionals go

7 1

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

If you seek a guideline for your
foreign insurance requirements, call
on Fred. S. James & Company.We're
members of the International Set!

FRED. S. JAMES & 00.
Insurance Brokers and Consultants Since 1858

BOSTON · NEW YORK • PHILADELPHIA • HARRISBURG • PITTSBURGH • CHICAGO • OKLAHOMA CITY

LOS ANGELES • SAN FRANCISCO • PORTLAND · SPOKANE • SEATTLE • LONDON

INTERNATIONAL SERVICE THROUGH ASSOCIATES IN MAJOR CITIES THROUGHOUT THE WORLD.

/
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» pollution liability exclusions
Eranceed:wo

oility ex-
urance au-to an an-

.day 11 reported

\ imminent.)
\6 body said it was

remove any uncertain-
may exist about insur-

,verage with respect to the
ds of pollution and contam-

don."

The two exclusions, which
must get approval from state in-
surance departments before car-
riers can implement them, will
apply to all liability insurance
policies for commercial risks. The
one exception to the exclusions is
in automobile liability coverages,
although the exclusion of pollu-
tion and contamination exposure
in automobile insurance risks is

being considered by the board, it
was disclosed.

Mutual insurance companies
are expected to follow the IRB

T

USe8/1
f INSURANCE

CUNSULTANT ?

This is the question Corpdrate Policyholders
Counsel. Inc. 'is asked most frequently. . .

Why use an independent in,Lce consultant, when yod
already have good insurerbrokers and personnel? 
CPC can clear up doubts about the adequacy of/your
insurance; tell you if costs are in line; whether to insure or

CPC can provide n objective analysis of present plans;cx),nmend impements, help maintain the program;
assist in loss prevention and loss adjustments and perform

Since CPC neither sells insurance nor accepts commissions 

we bring to our problems a professinal viewpoint, not
only on insurance but also on employee benefits. We want

to be certaiA you have the best, most,beconomical program
possible.  j
1 r
1 S

Let us sho* you what CPC can do 16r you: Call today.

Independent
Consulmnts

Insurance and

Employee

Benefits

Since 1898

CORPORATE
POLICYHOLDERS

COUNSEL. inc.

20 North Wacker Drive

Chicago, Illinois 60606
Phone: 312-372-8225

SEND FOR 12 PAGE BROCHURE

shortly and take a similar posi-
tion through the American Mu-
tual Insurance Alliar.ce.

ACCORDING to the IRB, the
first exclusion "clarifies the situ-

ation to avoid any misunderstan-
ding of the intention of the in-
surers." In most cases, the board
said, under present policies there
is no coverage for what is usually
referred to as damage caused by
pollution or contamination. The
reason, the board points out, is
that such damages may be said

to be expected and intended and
therefore they are excluded by
the definition of "occurrence" in

the policies.
However, the new policy pro-

vision is expected to clear up this
problem of semantics and make
it explicitly clear that coverage
will not be provided for damages

caused by pollution or contami-
nation unless the "discharge, dis-
persal, release or escape is sud-
den and accidental."

The second exclusion filed by
the IRB involves oil pollution

Court rules firm fired

woman on basis of sex
HARTFORD-A split decision

has upheld a former Carling
Electric Co. employe's claim that
she was fired because she is a

female.

A three-man tribunal of the

state commission on human

rights and opportunities hearing
the sex-discrimination case in-

volving Miss Edwina Belanger of
Hartford split on a ruling that
ordered her to be immediately re-
hired and given all benefits and
rights she would have had if she
had not been "wrongfully dis-
charged" as a stamp machine op-
erator.

Attorney Matthew Shafner dis-

sented, commenting: "There was
not sufficient evidence presented
to make out a case of discrimina-

tion on the basis of sex. I would
dismiss the case."

MISS BELANGER clairned

that she was doing the job of a
"set-up-man" without being al-
lowed to be officially promoted
to this capacity because she is
female.

Carling Electric claimed that
she was fired because of absen-

teeism.

In addition, it was said that the
job called for a 50-hour work
week-two hours beyond the
work week limit for women es-

Joint pension
pay up 40%

SACRAMENTO-Payments by
California employers to union-

management pension funds

reached an average 23.6 cents per
hour per employe in 1969, a rise
of 40% over the 16.8 cent aver-

age of the prior year.
Cash contributions by employ-

ers to jointly administered pen-

sion funds, which provide for re-
tirement benefits supplementing
Social Security, now apply to

about 750,000 union workers in
California.

An additional 416,000 workers
are covered under collective bar-

gaining agreements which obli-
gate the employer to provide re-
tirement annuities of a specified
type and amount, rather than
contribute to the jointly adminis-
tered funds.

William C. Hern, director of
industrial relations, reported here
this week that 1,695 collective
bargaining agreements cover 1,-
577,000 workers. Of the total, 87%
or 1,365,000 are covered by a ne-
gotiated pension plan for which
the employer pays the full cost
for 90 % of the workers.

Hourly contributions under in-
dividual union contracts ranged
from one cent in several restau-

rant agreements to 90 cents in a
single construction industry con-
tract. •

tablished by Connecticut law.
The tribunal's maj ority ruled:

"There was in fact a discrimina-

tion made by Carling and the

complainant's claim that she was
fired by reason of sex rather
than absenteeism was j ustified

by the facts in the case." •

risks. It will exclude coverage for
damages caused by "the dis-
charge, dispersal, release or es-
cape of oil or other petroleum
substance or derivative into any
watercourse or body of water,
even though the discharge is sud-
den and accidental.

"This exception for oil is j usti-
fied," the IRB said in its an-
nouncement of the proposal.
"The public has become increas-

ingly aware of agonizing effects
of oil spillage and resentful of
the failure of oil risks to take the

ordinary steps to avoid them.
"To ignore the attitude of soci-

ety toward the destructive effects

of oil spillage by making insur-
ance readily available, as part of
underlying coverage, without re-
gard for exposure could be inter-

preted as disregard for the public
interest and the public policy,"
the board went on.

The IRB exclusions are very
similar to those written into poli-
cies by Insurance Co. of North

America almost a year ago. They
also follow positions taken re-

cently by Lloyd's of London. •
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RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure all cap lines (maximum-two) 30 letter$ and spaces
per line; upper & lower case 40 per line. Add two lines for box number.

Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago odice not later than noon, Monday 7 days preceding publication
date. Published every other Mondaw· Display classified takes card rate oj
$17.00 per column inch, and card discounts on size and frequency.

MEMORANDUM TO:
Insurance Brokers

or Agents

Leading New York City old-line

insurance broker with nation-

wide facilities wishes to pur-

chase predominantly commer-

cial business. Inquiries confi-
dential.

Box 111, BUSINESS INSURANCE

740 Rush St., Chicago, Ill. 60611

GET

RESULTS

HERE

HELP WANTED

EUROPA

INTERNATIONAL

Moderate investment plus intelligence, integrity and ef-

fort can yield a reasonable return and a fascinating job

in the Travel Industry, by becoming a Regional Director

of an established and reputable European group tour

operator.

Full sales backup, training and assistance given to

achieve results at your own pace.

A detailed prospectus of this offer is available on request

for $2 from:

EUROPA INTERNATIONAL

4 Poulton Street

Kirkham, Preston, England



f e

66ands off, you fink.
OrI'll tellmysecond cousin, the attorney"

She was 141/2 going on 30. The kind of little girl that spells big
trouble - even to an insurance company as savvy as Consolidated.

She claimed she was just an innocent bystander, man-han-
dled by a brute of a theater usher.

He claimed she was a freaked-out teenybopper, who'd yanked
out a hefty chunk of an English rock star's shoulder-length coiffure.

We, the theater's insurance company, cost-estimated the
perils of dealing with this little Pauline, reached for our favorite
headache remedy and turned the case over to our most ingenious
investigator.

Even he was amazed at his own brilliance. For he arrived at

the truth within a matter of hours simply by arranging an im-
promptu family council. Caught unawares in the presence of her
parents, our now not-so-militant teenybopper admitted, in tears,

that maybe her eager little fingers did get entwined, by· accident,
in her idol's curly locks. 4-

That finished the claim. But not the ease history. Fer '04¥ Fl-'_»
claims man volunteered to get our yo-ung fan thaltreasured lock
of hair. Provided she could wait until the star's next hair appoint-
ment, of course.

Which just goes to show you don't always need a policy to
keep a claimant out of your hair.

What you need is a company - with good connections.

 Consolidated Insurance Companies345 Adams Street, Brooklyn, New York

When you need acompany. Notjustapolicy.



heard afresh idea
inbusiness insurance ?

Call Allstate. Allstate can focus fresh eyes
and fresh brains on your partic-

It (N J _ ular business insurance needs-

however big· Our men are
hand-picked. Experienced.
Specialists. Experts at analyz-
ing needs and improving pro-
tection. And if you're like
most, you'll save money.

- Business insurance that This helps explain Allstate's
was right for last year and fast growth in the business of

the year before may be dead business insurance.

wrong for the '708. There's a So next time you need
costly difference between a a quote, call
groove and a rut. Allstate. Allstate

BUSINESS INSURANCE
Available in most s-ates. Allstate Insurance Company.


