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IN A moves to d rop pollution
cover on oil spillage mishaps

NEW YORK-Oil companies are
caught in a squeeze play between
the Federal government and insur-
ance firms over liability for pollu-
tion accidents.

On the one hand, Congress is
pressing for a proposed amend-
ment to the Water Pollution Act

which would impose absolute lia-
bility-regardless of fault-up to
$15 million on tankers that spill
their cargoes into the sea.

On the other hand, Business In-
surance learned, Insurance Co. of
North America has just sent out
notices to what it says were "se-
lected" oil and chemical compa-
nies that INA was excluding lia-
bility coverage for land, sea and
air pollution damage claims.

A5,INA source said that the ex-
clus:vn was not across the board

*0Ot was being applied to firms that
the insurer felt weren't taking
adequate safeguards to prevent
pollution accidents and also to
firms engaged in offshore drill-
ing and oil exploration activities.

Homeowners policy
covered astronaut

Cernan's iade ring
MANCHESTER, Conn.-

John Labonne & Associates,
an insurance firm here, cov-
ered a $1,200 jade ring worn
by Astronaut Eugene Cernan
during his eight-day Apollo
10 moon trip, it has been
learned.

Mr. Cernan wore the ring
at the request of a friend,
William Kemp, an Avon,
Conn., businessman.

The Labonne organization
insured the ring at no extra
cost under a homeowners

policy.
The ring was to be re-

turned to Mr. Kemp.

However, the insurance manag-
er of one oil company that had
received such an exclusion, said
that INA had never been out to

examine one of the company's rigs
"so they don't know what expo-
sure we have." He said the exclu-

sion was "completely unaccepta-
ble" to him and he proposed a
compromise exclusion similar to
one that Lloyd's invokes encom-
passing oil seepage.

It was also learned that Lloyd's
was working on an exclusion sim-
ilar to INA's and that both under-

writers were working toward an
eventual exclusion on all "specu-
lative" risks that would be ex-
posed to contamination losses.

The Lloyd's pollution exclusion
under study, which has been in ef-
feet since 1961, does not cover any
liability for "property damage
caused by seepage, pollution or
contamination, unless such seep-
age, pollution or contamination is
caused by a sudden, unintended
and unexpected happening during
the period of this insurance."

The INA source contended that

it was "kind of silly" for his com-
pany to subsidize uncontrolled
waste disposal. He said that when
a company is pumping waste ma-
terials into a stream or lake it

could be considered "beyond the
realm of insurance. It's like trying
to insure a building on fire."

WHAT WORRIES oil companies
is that the government measure
on absolute pollution liability in-
troduced in the Senate and INA's

(and possibly Lloyd's) move to
cut off liability for pollution acci-
dents will strip them of coverage
in this area.

Absolute liability, it was ex-
plained, would do away with one
of the fundamentals of shipown-
er's liability insurance-having to
prove negligence--and could ren-
der oil spills uninsurable.

The oil companies have come up
with their own solution to the oil
pollution problem in the form of a

proposed industry-operated cap-
tive insurance company to com- '

Continued on page 34  -

See hangups in Curtis
tentative pension deal

PHILADELPHIA-A tentative
agreement between Curtis Pub-
lishing Co. and its council of un-

ions over alleged misappropria-
tion of pension funds may not
have finally settled the dispute,
despite the tentative agreement.

Business Insurance learned that

new directors do not necessarily
have to live up to the agreement
hammered out by Philip P. Kal-
odner, Curtis president, and the
union. The agreement was an-
nounced at the company's annual
meeting last month.

The suit filed by the 1,700
member union charged that the

company, under the management

safety and security today
The June 23 issue of Business Insurance will carry a special sec-

tipi on Safety and Security Today, a review of fresh develop-
ments in the protection of employes and property.

A highlight of the Business Insurance safety and security section

will be a full-scale public debate on the future of the workmen's

compensation system. Included in the debate-in-print will be arti-

des by representatives of the AFL-CIO; the International Assn.

of Industrial Accident Boards and Commissions; and the Ameri-

can Mutual Insurance Alliance.

Other features in the safety and security section will tell about

safeguards against laser beams, university security in the face of

campus riots, plant safety in storm situations and other subjects

of vital concern to corporate executives as well as safety and

security directors.

of Martin S. Ackerman, a former
president, used $6 million from
the fund. The company contended
the money was surplus. The union
also wanted to freeze the fund to

avoid additional withdrawals by
the company.

A KEY concession won by the
union from Mr. Kalodner would

provide retirement benefits to
nonvested employes of about 70%
of the amount set aside for them.

The company would provide full
benefits for all vested employes.

Curtis, under the agreement,
would be able to use additional

pension fund money, which would
give the ailing company an addi-
tional "several million" dollars.

Some experts told Blisiness Insur-
ance that this could amount to

more than $4 million.
The original $6 million was

used to capitalize the Saturday
Evening Post Co., a subsidiary set
up by Curtis. However, some fin-
ancial experts have contended
that this was the wrong thing for
the company to do and that the
investment didn't work out for

the benefit of the fund or the

company.

A SLATE of directors put forth
by trustees of the Cyrus H. K.
Curtis estate, representing about
30 % of the Curtis stock, has
gained control of the company
over a slate put forth by Mr.

Continued on page 34

9rd,

The Kruse Grain Co., Cleves, la., suffered an uninsured loss in this mishap
that was estimated more than $135,000. Three nearby railroad boxcars
were knocked over when about 70,000 bushels of corn burst from a

storage bin. A structural weakness in the bin was the indicated cause
of the loss. After friends and neighbors helped clean up the corn, Ernie
Kruse, manager, said he is thinking of making a claim against the man-
ufacturer of the bin. The clean-up operation took two days to complete.

-Wide World photo

Late news

Buys into Arizona insurer
LOS ANGELES-Signal Cos., a conglomerate with interests in the

transportation, aerospace and oil industries, has acquired a 50 % inter-
est in a small Arizona fire and casualty underwriter, Commonwealth
Assurance Co. Commonwealth, which is handling Signal's general liabil-

ity coverage on a reinsurance basis only, in turn controls 50 % of the
stock of Founders Life Insurance Co. of California and reportedly is

seeking additional insurance company acquisitions.

Colorado gets group auto law
DENVER-Colorado legislators passed a bill that will allow retro-

spective rating of group auto insurance for companies, unions or any
group with 125 or more people. The retrospective feature means groups
with low loss ratios will receive dividends for their safe driving.

Hall readies public offering
NEW YORK-Frank B. Hall & Co., generally considered to be the

fourth largest insurance brokerage firm in the U.S. in terms of com-

missions and fees, has filed with the Securities & Exchange Commission

preparatory to going public, Business Insurance has learned.

Boden Joins Marsh & Mac

LONDON-Donald E. Boden, formerly manager, employe benefits
programs at Westinghouse Electric Co., Pittsburgh, has joined Marsh

& McLennan International here to head the broker's benefits operation

in the United Kingdom as senior consultant.

1
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N. Y. employes of General Mills
to get unemployment benefits

BUFFALO, N.Y.-Employes of
the Buffalo plant of General Mills
Inc. have won a six-year battle
for New York State unemploy-
ment benefits which grew ou: of

a layoff caused by a waterfront
labor dispute in 1963. A total of
315 employes are affected.

Vindication by the stase court
of appeals of the employes' posi-
tion was disclosed by Michael
Ricci, unemploymert insurance
representative of the Buffalo
AFL-CIO council.

As a result of the cour:'s deci-

sion, Mr. Ricci said, the General
Mills workers will te enritled to

receive about $94,500 in jobless
benefits.

Frank Sheehy, superintendent of

unemployment insurance here, said
his office will notify the affected
claimants to come in for settlement
of their cases.

The case grew out of a six-
week wildcat strike by 40 em-
ployes at General Mills' elevators.
The strikers were members of

Local 1286, International Long-
shoremen's Assn. (AFL-CIO).

THOMAS P. MeMAHON, the
workers' attorney, said that when
General Mills was unable to move
grain fronn elevators to its

processing plant, the 315 workers,
who became the claimants in the

case, were laid off.
Mr. Ricci and Mr. MeMahon

advised the 315 to file for state

jobless benefits. The state indus-
trial commissioner held the

claimar. ts were entitled to pay-
ment.

HOWEVER, the employer pro-
tested tie payments. He contend-
ed the 315 were idled as the re-

sult of an industrial dispute in his
"establishment" and therefore-

under the state unemployment
insuranze law-were not entitled

to benefits until a mandatory sev-
en-weeK penalty period had
elapsed

The union and state industrial
commissioner contended the mill

and the elevators were not part of
the same establishment under the

law, bus were separate entities. •
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Connecticut reiects
no-fault auto plan

HARTFORD-The state legis-
lative judiciary committee has
unanimously rejected the so-
called ';no-fault" insurance bill.

The measure, devised by state
Insurance Commissioner William

R. Cotter and spokesmen for Con-
necticut-headquartered insurance
companies, would provide for
payments up to $2,000 to persons
injured in automobile accidents
without the necessity of litigation
procedure.

Turn-down of the "no-fault"

bill was announced by committee
co-chairmen, Sen. John Pickett
(D., Middletown) and Rep. John
Carrozzella (D., Wallingford).

SEN. PICKETT said the bill

collapsed because of a dispute
with Mr. Cotter over "pain and
suffering" of those injured in ac-
cidents.

Commissioner Cotter told the
cornrnittee that payments for

"pain and suffering" should be
eliminated from the "no-fault"

measure under committee discus-

sion, contending that "it would

Stewart, Smith has

U. S. tieup with

Pacific Indemnity Co.
NEW YORK-In a news

story on directors and officers
liability insurance in the May
12 issue of Business Insur-

ance, it was erroneously stat-
ed that Stewart, Smith & Co.,
interr-ational insurance bro-

kers, places all its D&0 insur-
ance business in the London

market. Actually, in addition
to their facilities at Lloyd's
for £&0, Stewart, Smith also
has an exclusive arrangement
in the U.S. with Pacific In-
demnity Co., Los Angeles, for
both D&0 coverages and Se-
curities & Exchange Commis-
sion liability insurance. Stew-
art, Smith has placed $20 mil-
lion in premiums for D&0
coverage in the past six years.

cause a substantial increase in

premium costs."
Sen. Pickett remarked that his

fellow committee members felt

they could not back a "no-fault"
measure less "pain and suffer-
ing" payments. Enactment would
amount to approval of a "work-
men's compensation bill."

A COMMITTEE sub-committee,
headed by Rep. Lawrence J. Mer-
ly (D., Bridgeport), had the "no-
fault" measure under study for
many weeks, finally took the
stand that it should be rejected in
committee.

A sub-committee report added:
"The subject matter is a compli-
cated one, and one which pro-
foundly affects the legal system
and reparations systems of our
state, and we believe in moving
slowly in this area, particularly
where we are being urged to
throw out time-tested and social-

ly accepted procedures." •
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Embezzlements top
bank robbery losses

NEW YORK-The Ameri-

can Bankers Assn. reported
that in 1968 "there were 146
cases in which the dishonest
acts of officers and ernployes
resulted in individual losses
of $10,000 and over. The
composite tot:aled $11.2 mil-
lion as of the reporting dates."

The group said that in six
of the 146 cases, losses ex-
ceeded the amounts of the
blanket bonds carried by the
banks involved. "The excess
ted $1.6 million and was
excess dishonesty insurance
covered under the $1 million
carried by all six banks," it
added.

Other dishonest acts by of-
ficers and employes of banks
numbered 811 in 1968, with
the average of these defalca-
tions approximately $3,400,
according to the bankers

group.

Losses from 1968 holdups
amounted to $8.9 million and
numbered 1,327 attempts.
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Suit charges loss in JWT stock transaction
NEW YORK-A retired J. Wal-

ter Thompson Co. director is
suing the advertising agency be-
cause it repurchased his stock last
January without informing him of
its plans to go public.

O'Neill Ryan, a 26-year JWT
veteran who retired in January,
1966, states in papers filed in
Federal court, southern district,
here, that JWT paid him $276,200
for the return of 5,000 shares of
common and 2,000 shares of pre-
ferred stock last January. He be-
lieves this stock would amount to
27,000 shares of JWT common,
based on a five-for-one split pro-
posed in the agency's preliminary
prospectus of April 3.

THE SUIT comes about a week

before the agency expects a Se-
curities & Exchange Commission
go-ahead for its previously re-
ported plan to sell 750,000 shares
of common stock. Agency sources
said the litigation is not expected
to delay the public sale.

JWT issued a brief statement

about the action: "Dan Seymour,
president, stated that the compa-
ny had referred the complaint to
its legal counsel, who have re-
viewed it and have advised that
in their opinion there is no basis
for the action and the suit is abso-
lutely without merit," and declined
further elaboration. The agency is
represented by Breed, Abbott &
Morgan. Mr. Ryan is represented
by Kissarn & Halpin.

Mr. Ryan, 71, said that while
the agency has the option of re-
purchasing stock held by ex-em-
ployes within three years of their
departure, the option was de-
signed to keep agency stock inside
the shop. Through the years, he
said,he was repeatedly assured

_,y-7WT's top executives that the
agency would not go public. Mr.
Ryan said he was "aghast" when
advised by letter from Mr. Sey-
mour on March 28 that a public
issue was afoot.

ESTIMATING an opening mar-
ket price of $40 per share-a fig-
ure Mr. Ryan said some Wall
Street people are using as their
"guesstimate"-he said the Janu-
ary sale could mean a difference to
him of about $800,000.

When he retired, the JWT house
organ referred to him as "one of
advertising's all-time greats" who
"had a considerable part in attract-
ing to Thompson such accounts as

the Ford Motor Co., Ford Dealer
Advertising Assns., Brillo, Men-
tholatum, Radio Corp. of America
and Liggett & Myers."

"Certain officers and directors

took full advantage of the know--
edge that the company was going
public without disclosing their in-
tent and used the option," he said.
"As options came due so close -0
the time that they filed their pre-
liminary prospectus, the recalled
stock was not bought by the agen-
cy, as was customary, but was
bought by certain director and of-
ficers," he said.

"THEY SHOULD have said to

me, 'Now that we plan to go pub-
lie, we're not going to exercise cur
option, in consideration ,of ycur
contribution to this company.' What
they did instead was very, very

indecent," Mr. Ryan said.
MI. Ryan's complaint charges

JWT with violating the Securities
Exchange Act of 1934, Sec. 10 (b),
dealing with full and complete
disclosure. Mr. Ryan asks that the
sale of his stock to JWT be re-

scinded, that the agency return
the shares to him "or, in the event

that recapitalization [going pub-
lic] occurs, JWT be directed to is-
sue and transfer to the plaintiff
an equivalent amount of JWT
stock k which the plaintiff is en-
titled" and that he be permitted
to dispos e of this stock as he
chooses. He also seeks an account-

ing for dividends to which he be-
lieves he is entitled and an order

directing JWT to pay "reasonable"
ccurt costs.

THE AGENCY'S attorneys have

Straight talk frcm men who knbw the Atlantic Companies:

20 days in which to respond in
Federal court.

Mr. Ryan's suit lists some trans-

actions given in a chart in the JWT
prospectus that shows "sales of
stock by the company since

March 31, 19€6, to directors and
executive officers of the compa-
ny." The chart shows that a total

of 47,625 shares of common stock
and 190,500 shares of Class B
stock were acquired by ten JWT
officers since March 31, 1966. Mr.

Seymour brought 50,000 shares
for $223,280; Henry M. Schacte,
chairman of the executive com-
mittee, paid $69,920 for a total of

10,000 shares; John Monsarrat,
group exec vp, brought 21,250
shares for $130,385, etc.

The prospectus ncted that Mr.
Seymour will still own 100,000

Class B shares after the sale and

the JWT profit-sharing trust will
own 300,000 shares. Norman H.
Strouse, retired chairman, will re-
tain 72,960 shares.

Mr. Ryan's action obviously

will be closely watched in the
industry because it raises the del-

icate questions of "insider" ac-
tions and stock recall prior to
public offerings. If, as expected,
more of the older agencies go
public, this area will be of special
concern.

In a recent "insider" case, in-
volving Texas Gulf Sulphur Co.,
the supreme court refused to re-

view a ruling by the SEC that
executives may not profit from
inside information until that in-

formation has been widely dis-
seminated. •

Atlantic is part of the answer,
not the problem." Mr. Donald W. Ownbey, Vice President,

Ownbey-Smithe Insu-ance, Inc., Tucson. Arizona

"ln our changir.g business, the Atlantic is a splendid
example of consistency within change. Insurance is our
business, both durs and Atlahtic's, and we both intend
to stay in it. There can be no: better foundation for an
enduring relationship."

Mr. Ownbey is a career independent agent and has rep-
resented Atlantic for mdre than 21 years. He is an
active member of both Arizona and National

Associations of Insurance Agents and of the National
Association of Mutual Insurance Agents.

"The Atlantic Companies have a basic sympathy, areal
sensitivity to the problems of the agent. They not only
solicit the agenti re€ommendations but also implement
them."

Eight years age Atlantic established its Regional and
National Agents Advisory Councils underwhich agents
meet regularly with top ¢ompany executives. 80% of

4F··t;

the rezommendations made by the agents in these meet-
ings have been adopted in whole or in part by Atlantic.

"Atlantic's commercial program, centered in the

Safeguard Policy, is one of the most fleifible available.
It is a tremendous sales tool in any agency."

Nearly 500 Atlantic Companies agents were consulted
when'the Safeguard Package was planned in 1960.The
result? Safeguard i4 easy to write. broad in scope and
highly competitive f one of the finest aids to new busi-
ness developmentin the market today.
Atlantic is a- 127 year old insurance company with a
solid record of growth and stability just the type of
market you need. To learn more, write Don Ownbey,
Vice President, Ownbey-Smithe Insurance, Inc. 2307
East Broadway, Tucson, Arizona 85719, or Mr. David
A. Floreen, President, The Atlantic Companies, 45
Wall Street, New York, N. Y. 10005.

The Atlantic Companies
ATLANTIC MUTLAL INSURANCE COMPANY
CENTENNIAL INSURANCE COMPANY

Home office: 45 Wall Street, New York, N.Y. 10005

Multiple Line Companies Writing
Marine- Fire and Casualty Insurance
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iliiiiwashington watch
If insurers want out of FAIR pools,
state law makers to provide bail

holder for being in these areas.WASHINGTON-Last year at
this time almost everyone was pre-
dicting a long, hot summer of vio-

lence and riots. Because of this,
pressure was building up here in
Washington for passage of the
Federal riot reinsurance bill.

Suprisingly, the measure had
the support of a maj or segment of
the property insurance industry
-a segment generally staunchly
8onservative, very much anti-
big-government. This support was
rumored to have resulted in part

from the frightening-some say
alarmist-theory that a relatively
small number of well-organized
rioters in cars, with a relatively
large number of molotov cocktails,
might possibly throw the industry
into bankruptcy in a few hours if
it were not reinsured against such
a possibility.

The industry got the reinsur-
ance. But, as payment, it techni-
cally agreed to write property and
liability lines in core areas with
no surcharge against the policy-

0

TIMES ARE quieter this spring,

at least as far as the potential for
large-scale riots in the nation are
concerned. Because of this, the

riot reinsurance program no long-
er seems quite as necessary to
carriers.

Particularly now, they realize
that the government was serious
about bringing them, and their

policies, down into the ghettos,
maybe even with the so-called

crime lines-theft, vandalism,
glass, etc.

There is a possible way out for
the industry, however, and it ap-
pears to be trying it.

Under the provisions of the

reinsurance bill, each state, to
qualify for the Federal reinsur-
ance, had to adopt a so-called
FAIR plan. These plans operate

similarly to the assigned-risk auto
insurance programs.

FAIR PLANS could be adopted
and operated through August 1,

1969, without state legislative ap-
proval. And, they were adopted in
34 states, Puerto Rico and the
District of Columbia. But, by Au-
gust 1, the state legislatures must

make provision for shouldering a
portion of the potential reinsur-
ance losses or lose the Federal

reinsurance. The state legislatures
do not appear to be cooperating.

It looks as though as many as
20 of the 34 states with FAIR

Jonathan Logan, Inc., international leader in women's
wear, is bursting its seams with a widening variety of
innovative and stylish apparel lines. Their diversified
designing, manufacturing andmerchandising activities
call for insurance fashioned with equal
imagination and flair. We cut the Paige
patternforJonathanLogan'sinsur- OBrion
ance program. Could we help keep
yours in vogue with the times? Russell

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

plans will fail to get the necessary
legislation passed by August 1 to
keep their plans reinsured, one
government official estimates. He
asserts that in most cases this is

due to either passive non-support
or direct opposition by the insur-
ance industry in the states.

South Carolina's FAIR plan has
already been dropped for "lack of
funds," much to the chagrin of
the Charlston merchants who fear
an outbreak of violence as a re-

sult of the hospital strike cur-
rently being led there by the
Southern Christian Leadership
Conference.

THE VERMONT plan has also
been dropped and plans in Ten-
nessee and Georgia are under-
stood to be in trouble. West Vir-
ginia's legislature failed to pass
the back-up legislation last ses-
sion. However, there is a slim
chance that it may be brought up
again in special session this sum-
mer.

Colorado's FAIR plan is pres-
ently inoperative because of legis-
lature problems and California
has constitutional problems-and
so on down the list of states.

The Federal government has a
number of alternatives to keep the
riot reinsurance program operative
if it looks, as it does, as though state
legislatures will fail, en masse, to
act by August 1. Only four states
have acted to date.

Among other things the govern-
ment can repeal the section of the
bill requiring state participation.
Or, it can postpone the August 1
deadline.

NEITHER move is likely to be,
instituted by the Republican ad-
ministration as a means of saving
the Democratically inspired pro-
gram.

In any case, with the threat of
riots diminishing, and therefore the
enthusiasm of the insurance in-

dustry for Federal riot reiBur-
ance, it does not look as imihe
current program is going to be-=
come a viable part of the eventual
solution for the insurance prob-
lems of our cities' core areas.

In the final analysis, as a Busi-
ness Insurance editorial pointed
out over a year ago, the answer
must lie in better law enforce-
ment and not only the govern-
ment but the insurance industry
must realize this.

The government's mistake has
been to look for an insurance sol-

ution to a problem that is inher-
ently alien to an insurance solu-
tion. The insurance industry's
mistake was to back such a pro-
gram originally.

RUDIMENTARY insurance

texts explain that the purpose of
insurance is to spread the expense
of a specific risk among a large
group, all the members of which
pay according to their respective
susceptability to the risk. Any-
thing else is not insurance, the
Business Insurance editorial said.

Our nation's insurance industry
has developed a remarkably ac-
curate method of determining ac-
tuarial susceptibility, and events
have generally proved the indus-
try correct when it concludes that
a certain property, in order to
carry its actuarial load, must pay
prohibitively high premiums.

There are two traditional ways

to provide insurance for pi444:rties
that fall in the prohibitively high
premium category. One is to lower
the property's susceptibility to the
risk. This means better law en-
forcement. The second is to sub-

sidize a portion of the premium.
This is not a traditional insurance
practice. .

Payroll auto at PSA
Pacific Southwest Airlines, San

Diego, Cal., will offer payroll de-
duction auto insurance, written by
Continental Casualty Co.
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You're looking at a drink
that is really growing in
popularity.

It's sea water.

The salt has been re-

moved and now it's pure,
cold and very refreshing.
This little scientific marvel

is brought to you very
economically, compliments
of Aqua-Chem, Inc.,
Waukesha, Wisconsin.

Right now, in Ilo, Peru,
someone is probably having

Cheers.
a good swig and toasting
their good fortune. Things
weren't always so cheerful,
though. Before Aqua-Chem
came, to drink water in Ilo
was almost wasteful. Rain-

fall averages almost zero.
So, water was transported
120 miles.

Now it's bottoms up and
three cheers.

Salt water (nature's own
little prohibition) is con-
verted for industry and
people with Aqua-Chem
equipment in over 35 coun-
tries. In fact, about 48,000
Aqua-Chem units are now

Wausau Story

- cf#r

in operation.
You wouldn't think there

was much you could do for
a smart company like Aqua-
Chem would you? But we
found a few ways to be help-
ful. And our suggestions
paid off nicely in reduced
insurance costs. This is the

Wausau way. < ' Creative
Underwriting" someone

called it. We call it knowing
business insurance like no-

body else in the business.

Employers Insurance
of Wausau
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Home builders get strict liability rule, begin fight
OAKLAND-A recent Califor-

nia appellate district court deci-
sion upholding the theory of strict
liability has launched organized
Northern California home tuild-
ers into a legislative effort to
change the law.

The Associated Home Bulders
of the Greater East Bay, which
has headquarters here, has ap-
pointed a builders' liability com-
mittee.

Home builder Emmett Clifford
was named chairman. Membens
include James Pierron, Frank
Chamorro and Ray Poulton.

The committee will work te ob-
tain legislative changes in the law
governing the statute of limita-
tions and will also seek a com-
plete legal abandonrnent of the
concept of strict liability.

The district court decision in
litigation of Kriegler vs. Eichler
Homes Inc. was upheld on appeal
to the state supreme court and the
law, therefore, now holds a ccn-
tractor and his insurance carrier
responsible for physical damage to
property.

The Eichler case involved steel
tubing embedded in concrete
floors and used for radiant heat-
ing systems in homes during the
time when the Korean war pre-
vented use of copper.

The tubing disintegrated and
had to be replaced. One of the
owners of an Eichler home sued
and the court decided it was not
necessary for him to show that
Eichler had been guilty of negli-
gence. In the court's opinion, the
disintegration of the steel tubing

constituted sufficient evidence.
Strict liability rises under the

uniform sales act which applies in
California and many other states.

"ORDINARILY," Business In-
surance was told by William
Leonard, exec. vp of the home
builder group, "the uniform sales
act is thought to apply in terms of
chattels.

"The application of its concept
to houses and real property," Mr.
Leonard added, "is a new idea in
California. Strict liability has
been applied previously with re-
spect to bodily injuries but not
for physical damage to property.

"We believe this decision has
tremendous and far-reaching im-
plications, of great importance to
the insurance industry as well as

the home-building industry.
"The decision," Mr. Leonard

continued, "makes the contractor
responsible regardless of the dura-
tion of any guarantee in his con-
tract.

MR. LEONARD POINTED out
California has no statute of limi-
tations for latent conditions or hid-
den defects. Now it is not neces-
sary fcr a claimant to show that
the builder did anything wrong
. . . only that an implied warran-
ty was breached.

Mr. Leonard asked, "...asa
matter of equity... for how long
must a contractor and his insur-
ance carrier be responsible?

"What of concrete which dete-
riorates after 10 or 20 years? How
about metal which rusts, or paint

Directors and Officers frequently ask:

"Is my personal fortune
subject to a
stockholders' suit?"
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Yes, the possibility exists. Stock-
holders today are alert to their legal
rights and many seek redress for al-
legations of an endless variety-
exceeding corporate authority, mis-
statements to stockholders, even
poor judgment. Careless invest-
ments, making an improper loan,
failure to pursue rightful claims of
the corporation. incurring of tax
penalties and neglect in attending
directors' meetings have also been
highlighted in numerous court rec-
ords. Adequate insurance in the
form of Directors' and Officers' Lia-
bility is a needed safeguard.

In recent years there has been
an acceleration of the stockholder
derivative type suit with a higher
and higher standardof care required

of those professiona: managers of
business who have been selected
by the shareholders-the corporate
directors and officers. There is an
increasing likelihood of damage
suit litigation which can be both
harmful and costly. The danger is
ever present. Yet, not every com-
pany needs this protection. Size is
not the only criterion.

May we explain this interesting
and subtle coverage to you? Rep-
resentatives in our strategically 10-
cated offices throughout the coun-
try will be please'd to serve you.

Chicago • New York • Philadelphia • Seattle
• Pittsburgh • Portland, Oregon • Los Angeles
• San Francisco · Oklahoma City • London

FRED. S.e_JAMES & CO.
Insurance Brokers and Consultants Since 1858

can imagine all manner of such
losses facing contractors and in-

work was completed."

called Lloyd's broad form B of

erages covers "liability imposed
by law against the assured.

"ORDINARILY," Mr. Clifford
said, "implied warranty is consid-
ered to be liability imposed by law.
Thus it would appear that form B
is broad enough to cover builders
protected by this kind of insur-
ance. But it could be costly for
insurance companies and, inevita-
bly, result in higher premiums.

"Other policy terms," Mr. Clif-
ford continued, "might, however,
conceivably deny coverage. The
Lloyd's form, for example, ex-
cludes claims for repairing or re-
placing any defective product
manufactured, sold or supplied by
the assured or any defective part
or parts thereof or for damage to
that particular part of any prop-
erty upon which the assured is or
has been working, caused by the
faulty manner in which the work
has been performed.

"Since the doctrine of strict lia-
bility means that the contractor
may be liable without fault,"
Mr. Clifford said, "it might well
be argued that the work was not
done in a faulty manner. How-
ever, underwriters would no

doubt deny liability under the
defective product wording." i

Court award -
covers future
hospital costs

TORONTO--The supreme court
of Ontario established a Canadian
precedent by granting a $7,000
award to cover future hospital ex-
penses of a traffic accident victim
who is confined to a wheelchair.

Mr. Justice Donald Morand,
who made the award to the On-
tario Hospital Services Commis-
sion, said in his decision that no
Canadian court is on record for
ever having made a similar rul-
ing.

He said he was doing so be-
cause 32-year-old Manuel Dias of
Toronto, who lost the use of both
his legs in a two-car collision in
1966, will require an average of
10 days' hospital care every year
for the rest of his life.

The judge also granted the
commission an additional award
of $28,244 to cover hospital and
trial costs.

The total award of $35,244 will
be deducted from $177,209
granted Mr. Dias in a Supreme
Court of Canada decision in 1968
against the old Toronto Town-
ship, now the town of Missis-
sauga, and a police constable. Mr.
Dias' car was in collision with a
township police cruiser driven
by the constable. •

Adds California firm
Towers, Perrin, Forster &

Crosby, Philadelphia, interna-
tional consultants to manage-
ment, has acquired the San
Francisco-based management
consulting firm of Dalaba Asso-
ciates. Dalaba specializes in psy-
chological, personnel and train-
ing consultant work.



CHICAGO-Installation of EDP

systems puts a "fast idiot" in a
business operation that can easily
be tapped for all the information
it knows, according to an elec-

tronics expert at the International
Security Conference.

Bernard Van Emden, general

manager of Card Key Systems
Inc., told Business Insurance that

no single factor in business sur-
passes the computer in its capaci-
ty to totally destroy a business.

Coknputers can be embezzled from
by €mployes and outsiders alike,
he added.

"If you have sufficiently sensi-
tive equipment," Mr. Van Emden

explained, "you can detect what is
going on in a company's computer
from outside the building in
which it is housed."

The electronics security expert
declined to say what companies
have reported that their computers
have been tapped, or that any
computers have been tapped to his
knowledge. "I'll guarantee you
this," Mr. Van Emden said, "No
company will admit it if they do
find out someone is stealing infor-
mation from their computer."

To guard against the possibility
of computer information theft, Mr.
Van Emden made seven sugges-
tions:

• Monitor all access routes to

Auto maker

held liable for

bolt failure
OLYMPIA, Wash.-The state

supreme court here has ruled that
an auto manufacturer or any

other manufacturer, no matter
how careful he may be, remains
liable for damages to the user of

his product if the product fails.
The decision reverses a judge-

ment of King county superior
court Judge Eugene Wright and
grants a new trial to Ann Ulmer
in a suit against Ford Motor Co.

The Cincinnati, Ohio, woman
was visiting her brother in Seat-
tle at the time of an auto accident.

She contended in court that she

was injured when a bolt in the
car in which she was riding

failed and the car went, out of
control

She also contended that she

had only to prove that the car, as
made by Ford, was defective and
that the defect was the cause of

the crash.

In so doing she challenged a
number of Judge Wright's in-
structions to the j ury, on the
grounds the instructions "im-

properly placed a burden" on
her to prove negligence on the
part of Ford.

The supreme court agreed with
this contention and said it is

adopting as state case law in
such matters a "doctrine of strict

product liability."
The supreme court ruling de-

clared "a maker who sells any
product in a defective condition
unreasonably dangerous to the
user or consumer or his property
is subject to liability for physical
harm thereby caused the ultimate
user or consumer." •

Teledyne expands
Argonaut Insurance Co.,

Menlo Park; Cal., has been
acquired by Teledyne Inc., Los
Angeles. Argonaut, specializing
in workmen's compensation in-
surance, will continue to operate
with present management and
personnel, according to Tele-
dyne.

the computer room and keep ev-

eryone out of the room who does

not belong there.

• Be particularly careful about
who gets a copy of the systems and
procedures manual for the com-

puter.

• Buy computers that ha ve
built-in checks' and balances ( i.e.,

computers thaL are programmed

so that one part of a program
checks out another part). Always

have nnore than one prograrnrner
work on a program, and, if possi-
ble, have each prograrnmer work
on only part of the progrann.

• Audit data trails (i.e., see

how things progress through the
computer)

• Install a lock and key opera-
tion on the computer and monitor

If you have employees working
overseas you know they are faced
with serious problems when it
comes to buying personal insurance.

AIU has made available a

voluntary group plan which pro-
vides personal property, accidental
death and dismemberment, and
comprehensive personal liability
coverages. The great thing about
this policy is that your employees
are no longer left to their own
devices in a foreign country.

personnel who have keys.
• Have secret password cards

to activate particularly important
data processing operations.

• Be sure the company's secu-
rity officer is fully aware of the
problem of computer in: ormation
theft.

To guard against possible theft
from outside the building in
which the computer i. housed,

It doesn't require much work
on your part. All you have to do is
get 25 of your employees to avail
themselves of the program and we
will issue you a policy.

Their rates will be lower than if

they purchased the insurance on
an individual basis; AIU's world-
wide claim network makes settle-

ment particularly convenient, and
you won't have to be saddled with
administrative details such as pay-
roll deductions, record keeping

Mr. Van Emden said there are

devices available on the market
today that "filter" information

coming from the computer and
confuse sensitive devices used tc,

do the stealing.
Mr. Van Emden also said that

the underworld probably has
pretty knowledgeable people now

working on computer information
theft. •

or claim handling.
If you're interested in more

information about this program
ask your insurance representative
to contact us, or send your business
card along with this ad to American
International Underwriters,
102 Maiden Lane, New York.
New York 10005, or the nearest
AIU office.

It could solve a lot of problems
for a lot of people.

Including you.

American International Underwriters
50 years of worldwide coverage

If you want your overseas employees
to be happy, there's very little you have to do.

:



8/business insurance, June 9, 1969

At IBM, safety developed'on the
firing line' creates enviable records

NEW YORK-How fast could
your company get back to busi-
ness after a fire, earthquake or
other disaster?

And how many custonners

would you lose to your competi-
tors while you were getting an
installation back in operation?

John H. Trout, IBM safety and
fire prevention manager, put

these questions to insurance man-
agers attending a luncheon meet-
ing on loss control in risk man-
agement sponsored by the Ameri-
can Society of Insurance Manage-
ment.

THE THREAT of serious prop-
erty, business interruption, prod-
uct liability and worker injury

losses are problems faced by
every company. Some of :he solu-
tions IBM has found for meeting
these problems were discussed at
the luncheon meeting.

At IBM, safety standards and
procedures are not formulated
and handed down by corporate
management, Mr. Trcut ex-

plained. They are developed and
implemen-ed with the cocperati=,n
of full-time safety officers "out at
the firing line" in plants and in-
stallations around the wor!d.

In product safety, for example,
proposed safety codes and stand-
ards are submitted tc evey prol-
uct safety engineer i -1 the world.
They in turn evaluate e pro-
cedures and make recommends-

tion:, so that by the time the
standards are in final form they
will meet United States safety
standards and be assured the ap-
proval of the national testing lab-
oratory of every country that has
one, Mr. Trout said.

Once a product-safety standard
has been adorted, it may not be
char-ged at an individual plant
unless a cors orate deviation is
approved by the division manage-
men:. The cornpany welcomes ap-
proved deviations, Mr. Trout said,
as a means of testing new
methods and developing improved
procedures for future use by the
whole corporat.on.

IN HIS disiussion of producs
safety, Mr. Trout noted thai

A group of questioners flock around James M. Gillen, director of per-
sonnel research for General Motors Corp., after he discussed how to
preplan employe benefits negotiations with regard to design, cost and
new benefits at the spring employe benefits and pension conference
sponsored in New York by the American Management Assn.

product liability is beccming an
increasingly troublesome source
of lawsuits, and warned that
management would have to do a

Managed by United States A.ation Underwriters, Inc., 1 IC William Street, NeM York, N. 4. 10038 / Head of Orville Wright made especially for USAIG by sculptor Jack Gregory

better job in this area. "A lot of
lawyers who used to chase am-
bulances are now chasing third-
party liability," he cautioned.

In designing and implementing
fire and environmental safety
procedures, the sarne procedure
of consultation with appropriate
safety personnel used in the
product safety area is followed,
Mr. Trout said.

One first safety measure taken
by IBM is the use of materials
that are relatively fire-safe. The
plastic materials used, for exam-
ple, burn very slowly or do not
burn at all. This reduces the
probability of fire and slows the
destruction of equipment once a
fire has started.

As another fire precaution,
plans for new products are put on
microfilm on a weekly basis and
stored in a vault in a location

remote from the plant to prevent
a costly loss of information in the
event of fire.

THE PROPER storage of highly
flammable chemicals is another
fire safety essential, Mr. Trout
said, noting that the manner in
which some companies stored
their chemicals was "appalling."

Chemicals should be stored in a
special flammable liquid cabinet,
he warned. In quantities of more
than 250 gallons, they should be
stored in a separate room, pref-
erably set off from the rest of
the plant to prevent the spread of
flames to the rest of the installa-
tion in the event of fire.

These safety measures have
paid off for IBM in terms of a
solid safety record. The injury
rates at IBM plants and laborato-
ries are as follows:

• Injuries requiring first aid
-312 per million man hours.

• Injuries requiring a doctor's
attention-12 per million man
hours.

• Disabling injuries-0.97 per
million man hours.

THE FIRE-LOSS ratio stands
somewhere between 3 % and 4 %
and the company estimates its re-
covery time following fire or dis-
aster at a plant anywhere in the
world at two weeks.

Mr. Trout urged that manage-
ment avoid placing their compa-
nies in jeopardy by practicing
proper loss control and protecting
themselves with reasonable insur-

ance, and reminded the group
that the time to practice loss con-
trol is before a big loss.

Once a fire or other loss shuts
down an installation, competitors
will come in to fill the void, Mr.
Trout warned. Customers will
turn to your competitors and no
one knows whether or not they
will come back, he said. m

Groves to board
Charles H. Groves, director-in-

surance, CF&I Steel Corp., Den-
ver, has been appointed a mem-
ber of the international board of
electors of the Insurance Hall of
Fame.



Calls coverage factor
in rack sTorage units ASSETS in CANADA?

Whi n in Canodo do yo[u do as the Canadians do«)
NEW YORK-:ne 15 - ' *y men D.114 on,ent£ 8 00 feet iron Brl,evs it or not but some compories wah heo,y „.,n©*me, In Crine,tia oNow thom k Ibe

r
Cf 7-LICE, 2 Storage pr.4.lcd fromj offi, They hove not yet reolized the ,.'. 1, 'alc of (4 c 1,·, 1 ..tri locel Armstho Ziearcy't ex: '

< entrotim,6 It goe. M Ilt .ut stlymg that any©ne who mvests In Tri,· Ci[nod,bri f w, ny has o r[Ight to a foirfie sa,rd tip. 9 mal' -zinon c«i<,liaj
to Fluin on ti,el ,#vestment doll'jar The same applies to flhegr [insurance pr,·, Itu,ns.

CO S Inse
, ' T],P,4Emal C Zi bu 1 " l , Wt su,3 1 .G ·hel E A 1,7 ,•Liti-(.4 Ltd, a Ccnedron amrance bro[kerage house cs belergr been

research equipped ki ,5.1

m the Faciot) corlstnded JOO 5,19 r-1,71 "'fhE vi the recil, zah©n of o fair return on the premium dollar,
Insurance f r E. A. Whitehead Itd has bee'n un business in Cancido for over r¥t·n' , cix yer. rs It is owned·,alues Mvolved Jn sue- r. ffiellity and v.narin' by a reidively young, oggressiye end experienced gircup of C: nadrans wiHi%250 000 IJ«jcr aj; pma{-h 'KI' 00 he
%1#7 how 1- '· -'ect - -.ed <,u brand ,·. a. ross the country They eho de business at the internationd level ,end 1,- 9 access to
rack - , 6L Mr virtue,1,, „, 1 Moding world mwmnce merkets.

"A, the
sell

floor
9 3- r To find c,jt how reolly useful they con be why not write, phone or tele>i.1 . A ana fr -f o is ilse

areas
4 actio '1

I A -
-

4 re- EA Whitehead Limited,r.. -- ah. , ' the « M -r. y - p ut *14 9'C -
• 'A, « h r- -3?160 1 ..120,£1#-il-

E A (2 0 Vice-President Production,
nor--

I h
Sulte 950. Telephone 5148784331

7 Becess b , nefor a Fpri . Ploce du Conctdo,
severely t: '

Te'ex: 01 26461

• i he rl i ,
cu el. Montres, 101, PO

m.fease(,1 11350 a r,1,[jil,1, , LNSURANCE E,mnE,hes 76,re,nlo,r id-L .AR F 0319*ry• Yoneot* Whi#©ho/s© fYu*er j
C UX'.:

r. 4 , ons p K more SINCE 1852 Assoretr 09}reS»-weff# Wap m membe,·s of *wrn,?*©p Ankmhs w mkrnoliond ibf\Cdremg© foamy I
f aads '

diffice

rad< prolertiojn i 615-
I ic, 11 f

-,

• Ho of sp, i  n ke le  5 &,-e , Gl

. 1 r . / /,S

a Mads and 2-1 S. s *r 1 »
t

. 4. -e.r •r r
-.1

- f -

f

te Antei *CP n 1 611 III Vull-. -- J j

tilr 'hoy*s

, f »3; fi by. r,t,es teir - ... J _Zj
rfarnes 1,850 deefes 1 1

--ti- --rature elf"",Pt *01 -%42- 1
__1 '120-nt 'alf 1 / 7 Al j <fl «Ic --IC/7"'ee can AFF *33

--A I _ tf - -

an Z 3 4'6nds az,d
FAP .1'5'9 , aL o 'fe

P?k A re F :11- J _1--

1 ,

h , E_
4/es -

1

Ifi"
HE SAID that lYle €CO. trd:1% P: _j _1

REcts of p

1

f:r must s ' de (= f f '
*6 PLO][f - f.- + aent ). S

' v€: r 065,- -/4,

bon 1- 3tenuption O- -ul-4 ccof, of f

9 e protection and cost
C. ]115...rn'J I -

..

- 15 3- Of, u 5 1-J r i FaI for- 8 *le- -

bouca t© . - - C
I 4. '5 gej'7>11 .

hf a " 1 j «Sell C , 0- - - ted ,,

-Vat amounts d CEO-1 be h k¥¢6 l. ', te ' . ..

Str 7 7 r 81,ttaln'' '/C]/5 up to I *4 1.
-5 + acre Or 10 243 -p'

1:ljf
41,'

053 ft 2 1

Ifff r - -d 8 -- rs TALAA,4 1

77/21 h 1

R «--story
ic a

Sr, r JD-
l as

eac,

'« 'mt--1 ---: in f fat iffk
45

.

SU the high-nse

varehouse 77&3 \

U- *re C Erra 19 sub-

- 1 1. 1 r ' , aud walf-I
-at' : -- - tfr,- \

Bald inat

kler Hystems *pid B'« fr« -,fconi -r- , - 'e 5.

J I4 j

ovt th, H%

uralng --

fo am r Eiff -:. tbe
. e 'j, and ,

sem 7 C al L he. .· .

Jl ess 8, Li , 1,_ feck ' the 1 '

bert 5' dEraft_ng '

NIll. ROSCK LI, said there are 1 1 I

's--- Mc ---ed C,at are un
f,3 all

ted;S, J
bhrf€J- CLE t-- f?4,)

1 2 ' loss
POf,€Btlld. tSo.'ne of K Ine comt.,1)'} 80.;r.:re o,f

- -- tenees -* al,gays st.tio-
2 a =r « «ouse bi,-1 ,.h.ch

:v.fl f fapjd 4,1-5 ec-
1 ,

fC

of kgh-razard
L •

* ' c„i'oading and conse:f,093
«1 Ff_] 3 JJ_ 5 91 r J

-,f str- - ge %.

--*r7 -« - AS (SUCD
r -3 3

-t Or
---/B

* ., 1.zman fai.

-& sueb onomous nfructures, 1 ' 'J Z

15 2 Fnme r ,; not condur,ve to

-2 fiI'* i ight.2,' be said
. J. .j 1.

"I, H. 9 million square 1 St wan> 44*141 424 .
houre *„6 r-an requur i *', fut-

-



10/business insurance, June 9, 1969

-

A A

A -
IF YOU'VE SEEN ONE

LOSS CONTROL SYSTEM ....

.. . THAT ANALYZES ALL LOSSES, INSURED OR NON - INSURED,

AND ALL CLAIMS FOR ALL CARRIERS .... THAT KEEPS TRACK

OF ALL OPEN CLAIM RESERVES AND RETRO RATING PLANS,

MANAGED BY YOUR OWN AGENT INSTEAD OF THE CARRIERS ...

YOU'VE SEEN THEM ALL.

COMPUTER CLAIMS CONTROL  ,«'L--1

p. O. BOX 9013, AMARILLO, TEXAS 79105 :6.-
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Chicago, Cook county
ruled not liable for riots

SPRINGFIELD, Ill.-Personal
Injury suits brought against Chi-
cago and Cook county as a result
of the 1968 riots in Chicago must
be dismissed, the Illinois supreme
court has ruled.

The laws under which cities
and counties in Illinois could be

held liable have been repealed by
the state legislature, Justice Wal-
ter V. Shaefer wrote in an opinion
for the court.

Only two suits were involved in
the ruling, but Justice. Shaefer re-
vealed that "affidavits filed by
attorneys for the defendants

showed that more than 200 ac-

tions were pending."

ONE SUIT involved in the rul-

ing was filed by attorneys for L. C.

This aerospace machinist
is insured by Pacific Mutual Life
And so are all the other IAM

members in over 400 companies.

Planning group insurance for
multi-employer negotiated trusts,
unions, and associations is always
a complex assignment. But one that
PML welcomes.

The case in point is our plan for
thousands of members of the Inter-

national Association of Machinists

and Aerospace Workers and their
dependents.

These men and women work for

over 400 different employers, all
over the country.

For the trustees of the IAM Nat-

ional Health andWelfarePlan (rep-
resenting both labor and manage-
ment). we put together a package
of life. accidental death, disability
and medical insurance.

It provides the same level of
benefits for employees wherever
they work.

The package is flexible. offering
seven basic plans with numerous
options. PML offers to tailor a spe-
cial plan for companies with more
than 100 employees. Employers'
contributions can be leveled for

periods of one. two or three years.

Our computers enable us to cut
the cost of insurance, speed claim
service, and provide policyholders
with quarterly management infor-
mation reports identifying paid
medical claims. utilization and
trends.

Look into the advantages of
service, cost and coverage avail-
able from PML. Whether you have
ten employees or ten thousand. call
your PML group insurance repre-
sentative, agent or broker.

Pacific Mutual Life
The West's largest mutual life insurance compcmy

Shelton, who sued the City of Chi-
cago for $1 million after he lost a
leg when he was shot by a police-
man during a riot in front of his
home.

The other suit, filed by Americo
Detres Sr. against the city, sought
$300,000 in damages for Americo
Jr., who lost the sight in one eye
as the result of mob action during
July, 1966.

After reviewing Illinois law in
regard to municipal and county
liability for riots, Justice Shaefer
said, "We conclude that the legis-
lative purpose to repeal the stat-
utes upon which these actions are
based is unmistakable."

In addition, the question of
"vested rights"-those rights that
cannot be retroactively defeated
by repeals-was answered when
the justice said, "No 'vested right'
is involved."

KNOCKING DOWN a final ar-
gument by the plaintiffs, the jus-
tice ruled that "governmental im-
munity and the simultaneous
expansion of concepts of strict lia-
bility" do not warrant the recog-
nition of common law for a cause
of action in the riot cases.

"A legislature is better equipped
than is a court," Justice Shaefer
concluded, "to appraise the issues
of policy involved in selecting the
unit of government upon which to
impose an insurer's liability of the
type here involved."

"Insurer's liability" was used in
this instance as a legal definition
of the city's or county's liability
and does not imply that an insur-
ance carrier is involved.

Business Insurance reported last
month that Chicago is self-insured
for any liability that could have
arisen from mob actions. I

Court blames

parents for
son's wreck

LITTLE ROCK-The Arkansas

supreme court ruled that parents
may be liable for the damages
caused by their minor son's auto-
mobile even though they claim he
was driving without their con-
sent.

A prima facie case existed for
imputing the liability of a wreck
to the parents, the court said. It
added that it was up to the par-
ents to prove that no consent had
been given to the child to drive
the car.

The decision was the first in-

terpretation of a statute assigning
liability to the parents when mi-
nors are involved in accidents.

THE STATUTE refers to cases
in which the parents "shall cause
or knowingly cause or permit" a
person under 18 to drive.

The supreme court got the case
after a Johnson county circuit
court awarded $1,449.75 in dam-
ages to Herbert B. Vaught. He
was involved in a two-car colli-

sion, the other car driven by the
14-year-old son of Vernard Ross
of Johnson county.

In writing the unanimous court
decision, Associate Justice Frank
Holt relied on a rule that the
court announced in 1931 in a case
involving a company vehicle
driven by an employe. The natu-
ral inference of consent existed if

the vehicle was driven by a regu-
lar employe, the court said then.

The current court applied that
interpretation to the parent-son
relationship. •



Consultant takes'fresh look' at GAT X risk program
 By RICHARD BJORKLUND the survey and cooperated whole- program may not be in a position

heartedly m its execution, as did to review open-mindedly the re-
CHICAGO-Suppose you are an the company's other brokers. sults of his efforts Sometimes top

insurance manager who has been' "This independent survey corporate management calls for
in his job 30 years And suppose showed that our brokers had done an instirance audit, and feels
your insurance program has been a good job," Mr. Melzer comment- more comfortable if the audit lS

developed with capable brokers ed, "and it affirmed for us our prepared by an outside expert  »
Then suppose that m a discussion behef that the broker has his rather than the insurance manag-
with your company's management place, the risk manager has his er and his staff
you are asked how you can verify place and that there is also a .Sometimes the insurance man-

that yours is a good insurance worthwhile function for a con- age requests the studit, simply
program What would your reac- sultant "

ff't

because he realizes that he is so -
tion be,

For Leonard B Lippman, secre- Lim)man, "they've seen a problem company's problems that lt would ----
tary and insurance manager for over and over again and you get be wise to have somebody take a
General American Transportation the benefit of their experience fresh look at the entire prograrn
Corporation (GATX), the answer with other firms " without *the disadvantage of hav- ..

was to call m an outside consult- A management consultant con- ing lived through all the histoncal More than 47,000 gal Ions of methanol can be loaded into this new
ant, and he never regretted his curred in this evaluation and add- growth of the current program," General American Transp,ortation Corp tank car used by Celanese
decision ed. he said - Chemical Co The car was built in the GATX Sharon, Pa, plant, one of

Mr Lippman's insurance pro- "The broker who has the re- At GATX the Insurance manag- many installations protected by GATX's Insurance program that was re-
gram and 30 years of his careful, sponsibility for the creation and er's decision to audit the proper- viewed by EBS Maoagement Consultants GATX 16ases more thap 65,000
conscientious and imaginative work merchandising of tNe insurance Continued on page 36 units of rolling stock,
were laid on the hne and were

surveyed by EBS Management
Consultants, Inc, one of a number
of companies that offer insurance'
consultant services

$ ·t
$ %

'*WE WANTED to be sure that

GATX had the best possible in- $

.

surance program," Mr Lippman .

explained to Bumness Insurance, »

"a program that Included com-
plete coverages at a fair price 4

. I thought the program -was a I .
I .

./

-. $

good one, but in fairness to the
company we felt it would be best %

to have our msurance set-up re-
viewed by competent profession-

als who were not as close to it as
I ,we had been all these years," he

added

Arthur H Melzer, assistant in-

surance manager, said, "We felt . I
.

an independent consultant could
do a better Job of surveying than
could be done by us or by our

4broker because we're too involved
X

4 I
.

£

with day-to-day operations, and-
1

also because they can be impar-
tial"

GATX hired the EBS Manage-
ment firm under a contract with a

fixed fee for the entire survey,
rather than being related to any
insurance premium savmgs that

.

might be realized from the study
9 ,

/1 ./

EBS personnel were engaged
for several months in reviewing

4 . .
all property-liabihty insurance on

.

far-flung GATX operations in
%

every state and foreign countries
Company properties included a

,
,

fleet of tank cars, plants that
:

manufacture tank cars and other I.

products, industrial equipment,
liquid storage terminals and now
include GATX/Boothe leasing op-
erations, Chicago's LaSalle Na-
tional Bank and the bank's build-

ing (formerly the Field Building)
One key concept applied to the

GATX insurance survey was seek- quick! how m Lfc h would it cost
ing out those areas in which the
company might profitably turn to
self-msurance or greater assump- to replace your husiness property?tion of risk, an area a broker might ff

find lt difficult to approach oblec-
lively The survey of GATX did
not concern itself unth department The time it takes you to answer this question can make
administration or department per- all the difference in the World to your company. Today's
sonnel, although EBS often does
include such items in insurance fast pace of change makes it easy for Insurance coverage
studies to become obsolete... virtually overnight.

"The recommendations made by

the consultants were well taken, Experienced valuation counsel is the key to determining
but sometimes it turned out that insurance placement and keeping coverage current-
we had Just approached the mat-

ter in different ways," Mr Melzer measuring and recording the impact of inflation,
explained "In one case they not- property cbanges and depreciation.
ed that malpractice coverage was
not specifically<>endorsed on our Assisting corporate decision-makers is our business.
liability policies, but we had han-
dled this by a letter affirming
that coverage definitions included

malpractice "
Mr Lippman and Mr Melzer Z_MERICANsaid they felt reassured when the

EBS firm concluded that GATX -£- /PPRAISAL
has an insurance program that lS ®
excellently conceived and reason-
ably priced Corroon & Black, the

Tha Arnari.an A.rl,aleal r.rn.... UM.m&.. \A/.,..-. BOMAI liC A - t,....,1. . 06 1 -..... _ n.-- 1 r_----
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Auto dealers suggest full record
keeping, good work to avert suits

SAN FRANCISCO-Northern

California automobile dealers are

getting "worried" and much more
interested in the insurance busi-

ness as a result of their concern

over the frequency and severity
of claims and judgments in auto
products liability cases.

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

CAMERON and COLBY CO.

60 Batteryrnarch Street, Boston, Mass. 02110

Te4ephone 617/357-8400

1967(AMERONandCOLBYI.   -

Wheis your replacement due ?

'VI

.0 .

The concern has reached the

point where Steve Sncw. exec. vp
of the Northern California Motor

Car Dealers Assn., in collabora-
tion with Universal Underwriters,
has issued a set of "do's-and-
don'ts" for member dealers.

"EVERY car dealer." Mr.. Snow
has told his members, "should
recognize the fact that any auto-
mobile sold or repaired may
prove to be the source 01 a sub-
stantial damage claim alleging
product defect or negligence.

"A car dealer," Mr Snow em-
phasized, "can become involved

in such a case even though he
may have been only the seller of
the product."

Mr. Snow suggested that deal-
ers adopt and enforce rules de-
signed to minimize loss from
products liability claims "even
though you feel you may be well
insured against such losses."

SOME RULES Mr. Snow pro-
posed are:

• Predelivery,, warranty and
all other repairs or services must
be done strictly in accordance
with factory instructions. Repairs
should be made in exact accord
with factory manuals. Variations
or exceptions or deviations can
become very costly.

• Always prepare a repair or-
der that is complete as to date,
accurate description of work per-
formed. name of service salesman

and mechanic. Refusal by a eus-
tomer to permit recommended
work, whether a call back or
otherwise, should be noted on the
repair order and the customer
should be made to sign the repair
order in every instance.

• Maintain a copy of repair
orders, predelivery check sheets
and factory reimbursement forms
for at least five years.

. When an accident happens
to a vehicle sold or repaired and
a defect is alleged, make an im-
mediate report to the liability in-
surance carrier.

"Assuming quality workman-
ship," Mr. Snow concludes, "the
dealer's best protection is his
ability to prove that he has a
repair order for every itern of
work done and that he performs
service or repairs in exact accord
with factory instructions." •

DeWolf reports progress in efforts
to adopt open competition rating

CHICAGO-"If anyone knows
the real need for competitive rat-
ing laws...itis the corporate
buyer," George E. DeWclf, assist-
ant general counsel for the Na-
tional Association of ]ndependent
Insurers, told a joint meeting of
the Chicago chapters of the
American Society of Insurance
Management and the Chartered
Property and Casualty Under-
writers. Both groups have backed
competitive rating laws.

"I am sure," Mr. DeWolf told
the insurance managers, "each of
you has several times run into a
situation in which the bureau of

rates and, in fact, any rating plan
available would not properly fit
your risk."

Among those on hand to hear
Mr. DeWolf's remarks was Illinois

Director of Insurance James Bay-
lor, who arranged introduction of
a competitive rating bill in the
1969 Illjnois legislative sessions.

IN ESSENCE, competitive rat-
ing laws would allow insurers to
rate their coverage without get-
ting approval from a state de-
partment of insurance. Under the
presen: prior-approval laws in
most states, insurers must get ap-

proval of the department of in-
surance before they make rates.

Ybu may not be due for an ouster, but your
business equipment may. Have you looked at
replacement costs for fixed assets lately?
When will you have to fa:e these replacement
costs?

If you don't know the current costs of re-
placing property and equipment, you're due
for a professional appraisal. Marshall and
Stevens can not only pinpoint current costs;
but can also provide an annual revision serv-
ice to economically determine future costs of
capital assets.

To replace your outdated property valua-
tions with a current appraisal, write or call
Marshall and Stevens.

BOSTON

185 Devonshire Street
CHICAGO

120 5. Riverside Plaza

DALLAS

312 Stemmons Tower East
DETROIT

17500 W. Eight Mile Road
LOS ANGELES

1645 Beverly Boulevard
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The national appraisers with fully-staffed local offices
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1420 Walnut Street
PORTLAND, ME.

142 High Street
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918 Fox Plaza

WASHINGTON, D.C.
1629 K Street, N.W.

Calling competitive rating the
"truest regulator of rates in the
public interest," Mr. DeWolf

charged. that state regulators were
reared in the prior-approval sys-
tem "and, in some cases, if I may
be permitted a cynical observation,
a number of jobs in state insur-
ance departments were » tied to the
function of approving rates."

However, the NAII counsel was
optimistic about the future of
competitive rating bills. "Today
the rate potatois too hot to han-
dle. Mere and more regulators are
very aware that inadequate re-
turn on capital is bleeding the
insurance industry within their
states, and the public is crying
out over severe market short-
ages," Mr. DeWolf said.

Besides regulators, other "op-
ponents of open competition in-
surance rating have vanished for
one reason or another," Mr. De-
Wolf said. Among these, the NAII
attorney observed, are rating bu-
reaus themselves, conservative in-
surance companies, and the inde-
pendent agent.

Recapping the status of com-
petitive rating proposals, Mr.
DeWold said that 14 states had
some form of the law in either

the property or liability area at
the beginning of 1969.

'Three states had true, open
competition rating laws covering
all property and liability insur-
ance except workmen's compen-
sation," the NAII counsel said,
These were California. Florida
and Georgia. Although Georgia
does require an "information fil-
ing," it does not require an audit
of the rate before it can be used.

THE NAII COUNSEL said, "We
believe that the key provision of
a competitive rate law is not
pre-filing or post-filing, but is
really the definition of "exces-
sive" and "inadequate" rates set
forth in the bill. Mr. DeWolf cited
the California law as an example
of the "appropriate latitude with-
in which rates should be proper
and negotiable."

Listing the states in which
competitive rating proposals are
pending, Mr. DeWolf said:

• The Wisconsin "bill is prob-
ably in trouble." It is part of that
state's "consumer package," which
includes an insolvency fund, a non-
cancellation law and a "super as-
signed risk and FAIR plan pool
enabling statute."

• In Maryland, an open com-
petition rating law has been re-
turned to study committee and
will probably be reintroduced in
1970."

• Minnesota's rating bill is
"given questionable chance of
passage, as not much was done to
educate the legislature in ad-
vance, and legislators will be sus-
ceptible to the cry that this will
permit the insurance companies
to raise rates.

• Support for a California-
styled bill in Michigan is coming
from that state's commissioner of
insurance the insurance industry.
The bill "may pass if union inter-
ests do not succeed in killing it."

• Passage of a competitive rat-
ing law in Connecticut has been
killed because the bill was part of
Commissioner Cotter's auto insul·-
ance reform package. "Since the
legal profession has found the part
of Cotter's package which regulates
attorneys' fees objectionable, the
whole thing" died.

• In Pennsylvania, Commis-
sioner Maxwell has proposed a
competitive rate law as part of a
seven-point package including
compulsory insurance, the adop-
tion of comparative negligence
and some other so-called 'con-
sumer items. '"

• The commissioner of insur-
ance in the state of Washington
has endorsed the principle of a
competitive rate law.

• A competitive rating law in
Illinois ran into rough Democratic
opposition after the former direc-
tor of insurance, a Democratic ap-
pointee, supported the measure. •



THE INSURED procured the
estimates of two architects and

claimed compensation for an elev-

en-month period of business in-
terruption. He objected on the
ground that the estimates were
predicated on demolition and re-
construction. The insurer claimed

a simple repair of the actual dann-
age was all that was necessary.

The trial court held for the in-

sured, saying that he had a choice
of either rebuilding, repairing or
replacing the damaged property.
But the Wisconsin supreme court
disagreed. That court said that
the policy provided that recovery
was to be limited to "necessary"
business interruption.

The options of rebuilding, re-
pairing or replacing the damaged
premises were dependent on due
diligence and dispatch in restor-
ing the property to usefulness.
The court found that the archi-

tects admitted that they had rec-
ommended demolition and re-

building of the premises without
having actually investigated the
structural integrity of the build-
ings. The court sent the case back
for a new trial (Congress Bar and
Restaurant Inc. v. TransAmerica

Insurance Co. Wisconsin Supreme
Court, 3/7/69).

Giles on the law

Recovery limited to 'necessary'
business interruption, court says

By JOHN W. GILES

Attorney-at-/aw

WASHINGTON-What are your

options under a business interrup-
tion clause when your premises
are damaged by fire? Do you
have a choice of either rebuilding,
repairing or replacing the dam-
aged property?

The whole problem is discussed
in a recent case in Wisconsin. In

the action, the insured was at-
tempting to recover benefits un-

der a business interruption clause
on several of his fire insurance

policies. The insured based his es-
timates on the time it would take

to demolish and completely re-
build his place of business.

The insured occupied the base-
ment and first floor of two adj a-
cent buildings. He had a bar in
one of the buildings and a restau-
rant in the other. When a fire

occurred causing the temporary
cessation of business, the barroom

was gutted and a portion of its floor
collapsed and fell into the base-
ment. The restaurant was only
damaged by smoke and water.

***

HERE IS ONE CASE of alleged
products liability in which the
plaintiff did not recover. Rather
refreshing!

The plaintiff sought to recover
against a truck manufacturer for
personal injuries sustained when
his new panel truck ran off the
road during a rainstorm and hit

an abutment. The impact of the
collision caused his 300-pound
cargo to shift and hit the rear of
the front seat, which' folded over
and caused his injuries. The plain-
tiff recovered a judgment and the
manufacturer appealed.

The Georgia supreme court
rightfully said that the offending
truck was not being used for a
purpose intended by the manufac-
turer, when it was driven off the
highway into a concrete abut-
ment. The Court said also that the

manufacturer, in making a prod-
uct which is safe for its "intended

use," is under no duty to build an
automobile or truck which will

protect users against the conse-

L

vehicle or object not on the high-
way.

The manufacturer cannot be

held to foresee an unpredictable
or unanticipated use of the truck.
Therefore, the plaintiff was
stopped from claiming a breach of
warranty of fitness. Judgment re-

versed. (General Motors Corp. v,
Edwin H. Friend et aL., Supreme
Court of Georgia. 3/6/69.)

MUST YOU, as a foreign man-
ufacturing corporation, be called
upon to defend an action for an

alleged defective product in the
state where the accident occurs?

The 8th circuit of the U. S.

court of appeals thinks that you
should. The court says: "As a

general proposition, it might be
reasonable to hold that a foreign
corporation that manufactures or
places in use a defective chattel,
that it knows will enter into the
stream of commerce and which

causes the death of an innocent

victim while being used for the
purpose intended, should be called
to defend in a jurisdiction where

the accident occurs. (U. S. Court
of Appeals, 8th Circuit. Peterson v.
U-Had Co. 4/25/69.)

IF YOUR WHEELS lock, and
you are thrown into a ditch and

killed, your widow may recover a
substantial sum, in this case

$95,000, but this is not one of the
objectives of driving.

The decedent had been driving
on the highway. As he entered a
slight curve in the road, smoke
was seen coming from his left

rear wheel. His car briefly crossed
the center line and entered the

opposite lane, but then returned
to its proper lane. A moment
thereafter, it began to spin and
went into a ditch, throwing the
driver out and killing him.

His widow sued the manufac-

turer for his wrongful death. Ex-
pert witnesses testified that the
decedent had been driving within
the speed limit and that the acci-
dent was the result of the im-

proper assemblage of the univer-
sal joint bearings which had
caused the wheels to lock. When

this happened the car was thrown
out of control,

The court stated that contribu-

tory negligence in products' lia-
bility cases involves one of three
elements: ( 1) Failure by the
plaintiff to discover an obvious
defect in the product; (2) as-
sumption of risk by continuing to
use the product after discovering
a defect; or (3) using the product
in a way not contemplated by the
manufacturer.

No contributory negligence was
found here by the trial or appel-
late court (Geneml Motors Corp.
v. Dorothea M. Walden. U. S.
Court of Appeals Tenth Circuit.
1/15/69).

IF ONE OF YOUR employes,
particularly in South Carolina,
slips on a banana peel in a store
and is injured, he may get a
$10,000 verdict in the trial court,
but unless he can show that the

banana had been on the floor long
enough to put the proprietor on
constructive notice of the danger-

Continued on page 24

is¥our insurance in the silace age or nack with tile zeggelin set ?

A company's insurance can slow it down. Busi-

nesses grow. Ideas change.

You may no longer be getting the most from your
insurance dollar.

For recommendations, write Schiff Terhune, 125

Maiden Lane, N.Y. 10038.
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opinions MEDICAL COSTS SOAR

Percentage change of Consumer Index Price (CPI) anc medical cost-1957-59= 100 letters
1946 1960 1968

CPI, all items...'Tell me in plain EnglisK 68 103.1 121.2 'Appalling'
CPI, all services .... 63.9 105.6 134.3

We think one of the fringe benefits of Business Ins*ranee has Medical care, total . . To the Editor The article
60.7 108.1 145.0 (page 18 of your May 12 issue)been that lt'S helped open up a more meaningful dialog between

Medical care services 58.4 109.1
on the Insurance situation m Illi-

the insurance manager and top management Our financial manage- 145.6
nois throws light on a most ap-

ment readers report that by reading our publication they're better Hospital daily palhng situation I say appamng
able to keep abreast of new developments affecting corporate insur- service charges 37.0 112.7 226.6 because it spothghts the general

lack of insurance knowledge byance coverages-in any language they can understand laymen and some so-called ex-
And insurance managers tell us that they re now able to cornmuni- The Consumer Price index and its medical care component have risen perts and how special interest

cate with their bosses on a more regular basis, because there seems to continuously since World War 11 Medical care cost, which directly or groups can capitalize on this ig-

be greater understanding of what the risk management job is all indirectly affects the cost of many lines of insurance, has outpaced the norance to the detriment of the
about CPI The average annual increase in the CPI as a whole amounted to general public

3 0% for the period of 1946-60 There was a perceptible slowing down One of the most striking ele-
More than one of our readers has found that the financial vp has in the rate of increase for all consumer items during 1960-65 when ments of your article was the

started asking about various coverages and their availability "Why the CPI rose at an anrual rate of 13% Hospital daily service charges, revelation that a large state like
don't we have this'>" the financial men want to know one of the hospital services measured in the CPI, have been ircreasing Illmois could be so unaware of

We think this sort of two-way communications has come about none faster than any other component of the medical care price index Over the need for central admmistra-

the long run, a prime force ts the pressure of rising wages and other tion of an insurance programtoo soon We have talked before about how risk managers can climb
costs Hospital wages have been notoriously low and there has been This, of course, is a principle

the corporate ladder, and what we think the best way is for them to be a continuing trend in recent years toward closing the gap between which has been well known to

able to understand and discuss insurance problems In understandable hospital wages and wages in other industries Because capital has not professional insurance managers
terms replaced labor in hospitals to the extent that it has in many other in- for many years. Hardly anyone

One corporate treasurer, for instance, told us that his company's dustries, the higher hcspital wages have not been matched by higher these days allows insurance to be

insurance manager was hard at work devising a glossary of "common labor productivity and the result has been more rapidly rising labor purchased by ddferent depart-
costs Physicians fees, based on a 1957-59 base index of 100, rose to ments, but then it seems apparent

language" similar to a volume that the company's accounting depart- 1453 for 1968, while drug and prescriptions, based on a March 1960 that political motivations have
ment came up with index of 100, registered 981 for 1968 been dominant in this case How-

"

The insurance industry has isolated itself because it has become so Source Consumer Price hdex, ever, your publicity will no doubt
speciallzed," our friend the treasurer told us have the salutary effect of alle-

Insurance people have Bureau of Labor Statistics
viatlng at least the most excessivealmost removed themselves from the rest of business communication. of the abuses

What happens to value9 What's the degree of risk'> Tell me in plain in carrying out the Welfare and Pension Plans Disclosure act and to Whether or not all will be alle-
English" make recommendatiors about the administration of the act when it viated is problematic in view of

Business has grown so fast in the past few years, this corporate meets at least twice a year your statement that a bill has
executive maintained, " been introduced in the legislature

that we face the danger of becoming segment- Vincent J Calon, the affable and able executive secretary of the to estabhsh a commission to study
ed by devising our own language " council, informed Business Insurance that the management" mem- the issues Commissions are usu-

The treasurer went on to say that what his company is after lS bers to be nominated this year will be drawn from such groups as the ally effective in inverse propor-
"optimum unit cost Insurance has to go on the cost curve just like Chamber of Commerce of the United States and the National Assn of tion to the number of members
everything else Manufacturers That's fair enough and in direct proportion to the

capability of their advisors Un-We think this is solid criticism Insurance men, to be considered But what disturbs us is that managers of employe benefits are not fortunately, there are many who
valued members of the management team, must learn to talk about the represented on the council because the "other interested groups," who lay claim to being expert in the
complexities of the business in nontechnical terms What management are to nominate members next year, are currently represented only by field of insurance but few who

wants is concise, usable and easily digested data actually so qualIfy When you ex-Joseph Mursher, sponsored by the American Academy of Actuaries,
We're happy that we've tuned in top management to insurance news and by Joseph Seligrnan, of the American Bar Assn tend the field to self-insurance,

even fewer quallfy Certainly noand developments We did lt, frankly, by using nontechnical straight- We understand that both of these gentlemen have made worthwhile one employed by an insurance
to-the-pomt language contributions to the deliberations of the advisory council, and we company, agency, or broker can

And we think this technique will work for insurance managers, too. commend them for their service legitimately make that claim If

Try it conflict of interest does not ruleHowever, Bustness Insurance advocates membership on the council
him out, then lack of familiarity

for at least one representative of the organizations that speak for with such programs would How-
An advance invitation employe benefits managers in the nation's businesses We think ever, in practice, lay persons do

specifically of the National Foundation of Health, Welfare and Pen- not always recognize the need for

We received an announcement last week that the Secretary of specific expertise or see the pit-sion Plans, the Counc_1 on Employe Benefits, the new Assn of Private
Labor's advisory council on employe welfare and pension bene-

falls inherent in confhcts of m-Pension Plans, the Council of Profit-Sharing Industries and the terest
fit plans was seeking nominations for new members from the labor, American Society of Insurance Management
insurance, management and public areas Nominations were to be Lawyers, actuanes and accountants speak with authority about AS A CASE in point, the gov-
received by June 1 for new members to serve two-year terms technical matters regarding the administration of benefit programs ernor's hiring an insurance agent

The council advises the Secretary of Labor regarding his functions But tnose who actially administer the programs and live with to advise on the state's insurance
program is rather like hiring IBMemploye inquiries day-to-day should also be represented on the to advise whether or not you need

advisory council on a continuing basis a computer Expertise in insur-business insurance Next year the council wtll seek new members from the "other ance is not expertise in risk man-

interested groups" category We think that the associations that agement With the current avalla-
bility of so many well qualified

for buyers of employe, property and hability protection represent benefits plan adrmnistrators should get their bids in early, professional consultants, it is un-
RANCE CRAIN, Editor and often lf necessary

RICHARD C BJORKLUND, Managrng Editor LOUIS J HAUGH, News Edtor fortunate that the governor
Associates New York-CAROL RATISHER Chicago-TERESA NORTON. THOMAS
E LUTZ Washingto*-STANLEY E COHEN San Francisco--KENNETH R MAC- should go to an amateur consult-
DONALD Hartford-ALLEN M WIDEM Minneapohs-ROBIN MENZ SUHRBIER ant, and a biased amateur at that
Correspondents in att przncipal cities BURTON ROVENS, art directw Another war on crime The principal confhet, as stated
Contnbuting Editors DONALD BERRY. vice president, C B Lilly Inc, East Or- in your article, seems to ariseange, N J JOHN W GILES, attorney-at-law, Washington, D C CHARLES LEVIN- ·r •r 7SON, insurance manager, Port of New York Authority ELLIOT BEIER, manager of 18/ hile crime in the streets seemed an important Issue during the from the protagonists of self-in-

surance versus insurance, and ar-pension and profit-sharing services, Nuveen Corp, New York J E BENOIT, vice V V last presidential election campaign, little nobce was given to guments for both sides are pre-president, Harry Price, Hilborn Insurance Ltd, Montreal CARL J VOGT. supervisor
of workmen's compensation, General Tire & Rubber Co, Akron H CHARLES the undoubtedly larger problem of crime in businessKWASHA, partner, Kwasha Lipton Co, Englewood Cliffs, N J HOWARD L
PECK, partner, Hewitt Associates, Libertyville, Ill BION H FRANCIS, manager of sented Much of the difficulty has
benefits planning. Colt Industries. New York J P OLSEN, insurance manager, A month ago Bunness Insurance reported exclumvely that $50 a semantic origin and could be
Ingersoll-Rand Co, New York NED MILLER, partner, Romm. Miller & Lazarus, million in securities was stolen from stockbrokers and other financialNew York remedied by proper definitions of

MYRON A HARTENFELD, publishing director institutions At the same time we noted that "insurance companies terms and by proper delineation
ALFRED MAL.ECKI, advertising director writing stockbroker blanket bonds are dong so sparingly " of the problem Actually, it la not

RONALD R WALINDER. production manager a case of insurance versus self-in-District managers New York-CHARLES A HORVATH, THOMAS J O'MARA
Chicago-LAMAR R LEAHY More recently, the Surety Assn of America revised its standard surance so much as a matter of

Southern representative-WILLIAM B CARR,
2500 N E 48 Lane, Fort Lauderdale. Fla 33308 blanket bonds for banks and other security exchanges Dishonest acts how much self-insurance and

Assistants BERNICE STELTER, DIANA SOAVE last year by officers and employes of banks brought about a total how it is to be funded Every
Published by Advertising Pubhcations, Inc, Chicago, publisher of Advertising Age, loss of $112 million-$23 million moTe than was taken from banks company and every individualIndustrial Marketing, Advertising & Sales Promotion, Markettng InsightsG D CRAIN, JR , chazrman self-insures The $50 deductibleS R BERNSTEIN, president in all armed holdups during the same penodM A HARTENFELD. vice-president and buslness manager J J GRAHAM, J V on auto collision is self-insurance
O'GARA, S E COHEN, D J CLEARY, JR , vice-presidents G R CRAIN, secre-tary and treasurer, J H TERRY, assistant secretary and asszstant treaseer We applaud the studies of the securities -heft problem being made by as the term is often used, though

Cable address ADAGEAPI the Surety Assn of America, the College of Insurance and the New professionals use a somewhat dif-
Published at 740 Rush St, Chicago 60611 (337-5200) Offices at 630 Third Ave, New York Stock Exchange, and we look forward to the results of those ferent terminologyYork 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 studies Those in the insurance industry
90048 (OLive 1-3710), San Francisco (GR 4-8532), Fort Lauderdale (564-1850)
35 cents a copy, $8 a year in US, Canada and Pan America Elsewhere $4 a i ear and other opponents of self-in-We likewise applaud the recent announcement by the Department surance dwell at length on theextra WILLIAM STRONG, circulation director Four weeks' notice required for of Justice that it plans to subpena stockbroker records as part of the hazards of complete self-insur-change of address Address all subscription correspondence to ELOISA D'OVIDIO,circulation services manager

Nixon administration's war against organized crime in legitimate ance, saying little about the
1=1=11' Member of Business Publications Audit of Circulation *40 business operations, a campaign that has the support of responsible well-planned program of loss as-

dZ businessmen throughout the country. sumption to the limit of financial
Continued on page 20
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The difficulty in selling our EBP plans is finding ways
to occupy your extra time.

With most individual policy pension or profit-
sharing plans, an agent really has to work for his money.
Before and after the sale.

But with our EBP marketing program, you can
leave the details to us.

The program contains the approach, the presenta-
tion, contracts, underwriting and services specially
designed to meet your client's needs. Our highly trained
staff at the home office is alert to all current develop -
ments and is readily available to answer all your
I".a-fic".1 4-)111 ,+017 to,lnre egrli nlon gnrl tglrpe nver

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
TRF MOTHAI_ BENEFITLIFEINSURANCECOMPANY,NEWARK, N.J./SINCE 1845

4.*
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Britain has high hopes for profit
from U.S. market after massive loss

LONDON-Hopes for higher
profitability in the American in-
surance market are expressed by
top executive Sir Paul Chambers,
chairman of Britain's Royal In-

surance Co., in his current report
to stockholders.

Declares Sir Paul Chambers:

"After prolonged period of un-
profitable underwriting, great
changes are now taking place in

U.S.A., with takeovers of insur-
ance companies by conglomerate
and holding company groups on
the one hand, and with insurance

companies on.the other hand ex-
tending activities outside their
own irnmediate field.

"These developments, combined
with sharp contraction in availa-
bility of reinsurance, and increase
in its cost, may point towards
emergence of a seller's market in
which reasonable profits can

again be earned."
His firm, with total premium

income worldwide of $840 million,
lost $25 million in its American
operations last year. This was a
massive loss because Royal Insur-
ance made money in other coun-

tries. With its premium income
from American clients now top-
ping $450 million a year, it has
called in business consultants to

help it move into profit-making in
this market.

LOOKING AT THE American

market from his British head-

quarters, he complains: "The sub-

stantial loss was due mainly to a
sharp deterioration in the experi-
ence on business covering liability
to third parties.

"Personal injury claims in U. S.
take longer to settle than in
Britain because of different legal
arrangements, so sudden rises in
inflation rate can have an adverse
effect.

"It is encouraging that there is
a growing tendency for state in-
surance departments to permit
charging new premium rates with-
cut their prior approval."

8..

Lloyd's underwriters fear that
shipping insurance rates for con-
tainer cargoes may have to be
uplifted before the current trading

TEXAS

WORKMEN'S

COMPENSATION?

Look that up in your
Funk & Wagnalls!

Or better still, let us spend a
few minutes explaining this
sometimes obscure subject.
You'It find that there are
very sound reasons for treat-
ing Texas as a special part
of your company's overall
workmen's compensation
program.

E
Texas ErnpLovems,

insuRance Assoclarion

P. 0. Box 2759 Dallas, Texas 75221

aOLOTES IlmIUMCE OF BAS, TEXAS EMPLOYERS INSURANCE ASSOCIA[1011
EMPLOYERS NA,101*Al IMSURANCE COMPANY · ENPLOTERS CASUALTY COMPANY

EMPLOYERS NAMOMI LITE INSURANCE COMPAIR

year ends, say London sources.
Otherwise some of the undzr-

writing synd-cates engaged in this
line of business will find them-
selves in the red.

REASONS ADVANCED for this

threat are that dific:ulties are de-

veloping cver claims for ca-go
damage which were never fore-
seen when big shi pping lines ie-
gan to expand the "container-
isation" idea

One major problem is that the
simplicity of oceanw.de ' contain-
er transport' is backfiring or. in-
surers. They are fk ding _t diffi-
cult to pin lown the sxact poin:
when damage may have cceurred
to goods in transit, and are having
to bear losses that nay lie due to
careless packaging before ship-
ment, or to other Ca USBS which
would not normall, te protected
by insurance cover.

Spec.alists in marine insurance

If you've got the usual kindof ris<, rcoesn'ttake much
talentforsomeonetowr teuptheus Jal ..indof insurance.

After a t the coverages and rates are somewhere in o
manual. And almost onybody can Icok them up.

But wien ycu've gora different kirc of risk, you need
someone with o special kincl of experience zind insight.
And a Ict of co-nmcn sense and inogiiation. Someone
like MOAC. Fo- wher ir comes to insuring a r sk as un-
usualasagiart TV tower-all the .vayfrom planttosite

are fighting to keep premiums
steady. But some of them are
going cn record as saying that
cargo rates are far too low, and
may have to rise by 30% before
any future profit can be shown.

Reports recently published in
London insurance circles reveal
that Lloyd's underwriters had to

pay our $80 million for damage
claims on hurricane Betsy about
four years ago.

BUT IT IS ONLY now that

syndicates dealing in marine busi-
ness have been able to assess the

full effect of the payments they
had to make.

They have ended up with losses
which they have faced with the
typical fortitude of Lloyd's syndi-
cates, who traditionally balance
g)od years with bad years so that
they can maintain their world-
wide reputation.

But even they need to make a

profit in the end, and that is why
cargo rates in particular may
have to be put under close scruti-
ny before long.

***

Insurance claims for road acci-

dents are reaching record highs in
Britain. Printing manager John-
Kitcat, 39, has just got $180,000
damages for being crippled so
badly in a car crash that he lost
all chance of executive promotion
in his firm. This tops the previous
record of $120,000, paid out in
London last year to a building
surveyor, by $30,000. Both awards
were made after court hearings to
assess the potential earning ca-
pacity which the victims had lost.

***

British insurers who run pri-
vate schemes to supplement state
health care face increased hospi-
tal costs. They are putting up
their premium rates for the first
time for seven years in sonne

Continued on page 19

and on through erection -there's nothing but iudgment
to fall back on.

At MOAC, we've madea specialtyof this kind of iudg-
ment business. Because over the years we've built the
broad base on which our iudgmentcan operate.

And while every product and every policy are bound
to be a little different, we've got the records, the research
and the people tocome up with the propercoverageand
cost every ti me.



benefit tax slants

Design incentive plans to keep
corporation's 'top-brass' people

By JOSEPH S. ROBINSON

NEW YORK-Because profit,
in the final analysis, is the name
of the game and because manage-
ment is largely responsible for
business success, companies are
taking a long, hard look at their
incentive compensation plans. Ob-
ject: to keep the top brass, as well
as middle management personnel,
from seeking greener pastures
elsewhere.

In 1967, Texaco decided to re-
view its incentive programs in the
light of current circumstances. As

4

part of its review, Texaco exam-
ined the incentive plans of other
cornpanies.

Here is a summary of the re-
vised incentive compensation plan
with which Texaco hopes to in-
sure the retention and growth of
its staff of executives and other

employes.
Texaco has set up a reserve

fund for this purpose in which it
may set aside annually up to 3%
of its net income in excess of 6 %

of "employed capital" (as shown
on the company's consolidated an-
nual balance sheet).

Restricted Stock: Under the

plan, yearly incentive compensa-
:ion awards will be made either

in restricted shares or partly in
restricted shares and partly in
cash. For each employe with
whom an incentive compensation
agreement is made, a specified
number of "units," each of which
s deemed equivalent to one share

of Texaco stock, is set aside by
:he company, and dollar amounts
corresponding to dividends on
such shares of stock are credited

to the emp16ye.
The restricted shares may not

-..

be sold or otherwise disposed of

by the participant (except in the
event of a merger or similar
change in the capital stock of the
company).

These shares are taxable to the

recipients in the year in which
the restrictions are removed. The

restrictions are normally removed
on the retirement of the employe
or his death-subject to provi-
sions for cancellation in the event

of termination of employment
prior to retirement.

Savings Plan: Under Texaco's
Employes Savings Plan (qualified
under the Internal Revenue Serv-

ice Code), employes' contribu-
tions range from 2 % to 6 % of
base pay with the company con-
tributing an additional amount
equal to one half the employes'
contributions.

The funds are deposited with a

bank as trustee. Employes may
request the trustee to purchase
Texaco stock. The company con-

What's more, we'll serve you from 30 departmental insurance-both wet and dry. In fact, we write more
and field offices throughout North America. We'll give marine insurance than anyone else in the world. We'll
you men who can bind larger risks-and bind them write t by the manual when it's possible. And we'll write
faster-and whocan settleclaims withoutchecking with it on cb r own when it's not.

every vice president in the company. For additional information, we invite you to write to
We'll alsogiveyouthe largestavailablestaff of marine Walter L Wells, Vice President, Marine Office · Appleton

engineers and surveyors to help keep those a -ai & Cox Corporation, 123 William Street, New
claims from occurring in the first place. M Ill York, N.Y. 10038. Aviation insurance through

Ofcourse, MOAC writesall kinds of marine ST Ill/V Associated Aviation Underwriters.
Marine Office · Appleton & Cox Corp.

tributions are not taxable to the

employe until withdrawn by the
participant or his beneficiary.

contributory set up under which
employes' contributions

from roughly 1 % to 2 % of base

will receive as his normal pension
under the plan the greater of the
following amounts:

(1) An amount that when add-
ed to the primary Social Security
benefit - will approximate 2 % of
the participant's monthly base
pay for each year of service, or

(2) An amount that when add-
ed to a maximum of 50% of his

primary Social Security benefit
approximates 11/2 % ' of the partic-

ing the five consecutive years of
his highest earnings in the ten
years preceding retirement multi-
plied by the number of years of

credit.

Texaco's contributions are nol

particular employe until he ac-
tually retires under the terms of

paid to two corporate trustees and
to three insurance companies for
investment. The sums deducted

turned over to the three insur-
ance companies. At the time of
the participant's retirement, his

the insurance companies.

the pension plan on the same ba-
sis as the approximately 30,000
other employes. However, it is es-
timated that the chairman of the

paycheck in excess of $300,000,
will receive roughly $158,000 each
year in pension benefits when he
retires, toward which he will
have contributed about $100,000.

The president, who now draws

ceive an annual pension of some
$55,000, toward which he will
have contributed $58,000.

The executive vice president
(who elected early retirement)
became entitled to a reduced an-

nual pension of $36,000, toward

less than $40,000. .

When you need
professional

appraisal serviee
for corporation fi,mnee
Appraisals for property ledger

records... depreciation and
obsolescence studies... fixed

asset accounts... intangible

property valuations... contin-

uous and up-to-date property
records.

And you can rely on Lloyd-
Thomas appraisals for prop-
erty insurance valuation and

proof-of-loss.
For informative booklet

"Facts of Interest About Lloyd-

Thomas," write Dept. BI.

-CAppk
*0111nfex

industna/ [9=11.3
commercia/

institutional \.*.f
TEZ

ILIL©YINTIE[©MAS
Recognized appraisal authorities CO.

4411 Ravenswood Ave., Chicago, 111. 60640
Representatives coast to coast



Waves cause $1 million award
LITTLE ROCK, Ark.-Th€ de-

fense failed in its contentions that

the Arkansas River wasn't navig-
able and a Federal district court

jury awarded $1 million in dam-
ages to a deck hand as Arkansas
continued to learn about naval
law.

The award went to Patrick Bri-

negar, 23, of Pine Bluff, who was
paralyzed from the neck down
except for some motion k his
arms as the result of the capsiz-
ing of the boat on which he was a
deck hand. Part of the boat ssruck
him in the neck.

He had filed a suit for $1.75
million against S.O.G. of Arkan-
sas, the contractor for Lock and
Dam No. 4 on the Arkansas River.

THE RIVER is being made na-

vigable from the Mississippi Riv-

er to near Tulsa, Okla., a $1.2
billion project that is one of the
largest navigation projects in the
nation's history.

S.O.G. is a combine composed
of the San Ore Construction Co.

of McPherson, Kan., and the Gard-
ner Engineering Co. of Houston,
Tex.

The suit was filed under the

Federal Jones Act, which permits
the crews of vessels operating on
navigable streams to sue their
employers for inj uries allegedly
caused by negligence or an un-
seaworthy craft.

It was the second largest ver-
diet in Arkansas history. A Little

Rock orthopedic surgeon, Dr. John
M. Hudley, won a $1.25 million
verdict last December in Pulaski

County circuit court for a neck
injury allegedly suffered in a mi-

nor collision of two automobiles.

He later settled the case out of

court, reportedly for $5 00,000.

MR. BRINEGAR was employed
by S.O.G. as an oiler cn a dredge,
but his duties also in.luded that
of deck hand on the "Hal B.," a

boat used to fuel the dredge.
Mr. Brinegar, who testified

from a wheelchair, said he and
the operator of the "Hal B." were
instructed by the cons.ruction su-
perintendent to take the boat
through one of the spillway gates
of the dam to obtain drinking
water for other workers. On the

return trip, the boat capsized.

The jury found that the "Hal
B." was unseaworthy and that

S.O.G. was negligent in sending
the boat through th€ open gate
and that it violated a Coast

If your company
ships anything anywhere
 &H can help
improve your profits

Guard regulation requiring the
boat to have a licensed operator.
The operator, testimony revealed,
was 20 and the regulations re-
quire him to be at least 21.

Workers who are inj ured in the
course of their employment nor-
nnally are barred by the state
Workmen's Compensation Act

from suing their employers. But
that prohibition doesn't apply in
Jones Act cases. The maximum

Mr. Brinegar could have re-
covered under workmen's com-

pensation insurance carried by
his employer would have been
$14,500. m

Norris named vp
Warren G. Norris has been

named a vp of Johnson & Higgins,
New York. Mr. Norris joined J&H
in 196; as a senior consultant in

the employe benefit plan depart-
ment and was elected an assistant

vp in 1968.

Controlling losses controls costs: Trite but true, and
easier said than done. Whatever your shipping problem
area,Johnson & Higgins has the knowledge and ability
to come up with profitable solutions.

As brokers, J&H makes it a special point to know
the world's insurance markets thoroughly, and to negoti-
ate the best possible coverage for you at realistic rates.
And helps you further improve profits by simplifying and

reducing paferwork. These
are our primary responsibil-
ities.

But we go beyond the
usual brokerage functions.

We involve ourselves in every step of the door-to-door
movement of our client's products. In the area of control-

ling losses, for example, v.·e can help you
devise more effective packing. Provide
expert advice on packaging: container-

I izing, palletizing. Select tne best modes
of transportation, from jet aircraft to

ocean vessels. Devise new ways to combat pilferage.
Johnson &Higginsalsoprovidestheservicesof

cargo claims experts both here and abroad who look into
unusual situations and obtain prompt settlements of
thousands of claims each year. Add to this: detailed,
meaningf-il loss statistics which spot trends and identify
opportunities for you to take loss control action w,i,1 our
help.

These are a few examples of the extraordinary range
and depth of services J&H offers. Services that show up
where they count the most: in your P&L statement.
1 & H can help you solve other insurance problems
profitably, too.

Worldwide insurarceandemployeebenefitplanning,
centrally controlled. Oir International Department
of more than 75 offices and affiliates in 30 foreign coun-
tries knows how to translate the requirements and cus-
toms of foreign countries in the light of your American
requirements.

Employee benefits plans pay off better for you with
Johnson & Higgins. Ou- methods are unique-a systems
approach that can handle plans in a sing e plant or for a
company with operations all over the globe. We call it
coordinated consulting

As brokers, we a-e on your staff, but not on your
payroll. Johnson & Higgins arranges your initial contract
on the best available terms of cost, security and coverage.
We create new types of coverage, where needed. We work
with you in reducing hazards that could cause you a loss
of profits. We provide these services through a staff of
highly qualified professionals.

If you are not profiting from this kind of expertise
and service, it will pay you to get in touch with Seth
S. Faison, Vice President, New York. Or with the President
of the Johnson & Higgins subsidiary nearest you. There
are seventeen locations in the United States, five in
Canada and fifteen in orher parts of the world.

Johnson & Higgins
63Wall Street, New York, N.Y. 10005
Telephone: (212) 9443160

Turnabout

fair play
ALBANY, N.Y.-The DelawarE

& Hudson Railroad must be reim-

bursed $23,000 by the Adirondack
Farmers Cooperative Exchange
Inc., representing the amount the
railroad paid to an ex-employe.

This was the effect of a verdict

by an Albany supreme court jury,
which found that the cooperative
and the railroad employe, John P.
Connally, were negligent with re-
spect to serious and permanent in-

juries Mr. Connally suffered five
years ago.

The unusual case, in which the
railroad sued the farmers cooper-
ative, arose when Mr. Connally
fell through an open space be-

tween a freight car open doorway
and the loading platform of the
warehouse owned by the railroad
and leased to the cooperative.

MR. CONNALLY, as an em-

ploye of the railroad, had gone to
the warehouse to investigate a

claim that some bags of fertilizer,
shipped by freight car to the

warehouse, had been damaged.
He was retired subsequently

because of the injury.
In satisfaction of Mr. Connal-

ly's claim against his employer,
under a Federal law that per-
mits railroad employes to sue the
railroad, the Delaware & Hudson
paid him $23,000 and then sued
the farmers cooperative for reim-
bursement. •

letters
Continued from page 16

capability of the concern. This,
sad to say, is essentially the
thrust of the Insurance Informa-

tion Institute's pamphlet which
you quoted. This pamphlet does a
grave injustice to the III by de-
picting such a poorly reasoned,
professionally inept, and biased
viewpoint that it hurts, rather
than helps, their cause. There is a
strong case for insurance for all
catastrophic hazards. There is
also a strong case for self-insur-
ance and programs of planned
loss assumption. Decisions on the
importance of the many variables
involved should spring from ad-

vice which is both professional
and objective.

You are doing a real public
service by bringing these condi-
tions to the surface. Please keep
us posted on developments.

David Warren

Warren, MeVeigh & Associ-

ates, San Francisco, Cal.

Many comments
To the Editor: I was very

pleased that you saw fit to pub-
lish my article in your March 3
issue. I have received a number

of complimentary comments

about the article and it was

pleasing to see our very special-
ized form of export credit insur-

anc:e given some attention.
Your associate, Miss Teresa

Norton, was most helpful to me

when I phoned your office two or
three times. She helped me to
obtain information I needed and

she was extremely cooperative.
I continue to enjoy reading

your publication very much and I
hear many complimentary re-
marks about Business Insurance.

If I can every be of assistance to

you, please let me know.
Paul Garrigue Jr.

Executive Vice President, In-
tercredit Agency Inc., New

York, N. Y.



SAN FRANCISCO--Sour grapes
Bren't worth much but sour milk

s worth a million dollars if bought
rom Spreckels Dairy.
This San Francisco Bay area

firm claims to be the first and

inly dairy company to transfer
the "bottled-in-band" identifica-

Lion to milk. The product quality
Dond was obtained from Travelers

[ndemnity, Hartford, by Spreck-
el's parent company, Southland
Corp., Dallas.

Karl F. Schmidt, vp and man-
ager of the Spreckels dairy divi-
sion, explained: "Under the cove-
nants set forth in the bond, we
guarantee to the retail purchaser
that Spreekels milk will remain
fresh under normal home refrig-
eration for a full ten days from
date of purchase. What we are
mainly emphasizing in a promo-
tion of this nature is that Spreck-
els milk has to be fresh when' the
consumer buys it.

"IN THE EVENT of a claim

filed within the ten-day period,
we pledge to make a full refund
of the original purchase price or
an exchange of the product,
whichever the consumer requests.
And we back up that pledge to
the tune of $1 million," he added.

John R. Blackinger, company
vp for marketing, reported: "Cus-
tomer reaction has been terrific,
and we are exceedingly pleased
with the response." 'Up to this
time, he reports, no claim has
been made on the Spreckels bond.

Travelers Indemnity hopes that
this remains the case. Describing
this type of bond as "unique" and
"most difficult to get," a source at
Travelers pointed out that unfa-
vorable publicity received in the
past has made the company relue-
tant to issue such a bond, but
added that it was probably issued
to Southland to accommodate one

of Travelers' larger accounts.
The real problem facing Trave-

lers is not the bond itself, but the
confusion that generally surrounds
it-both the company taking out
the bond and the consumer do not
realize the nature of the transac-
tion, the source told Business In-
surance. A bond is not insurance;
rather, it is a guarantee that the
product will function properly or
the manufacturer (not the bond-
ing company) will refund the orig-
inal purchase price or replace the
defective item. In most cases, con-
sumers seem insistent upon con-
tacting the bonding firm for a sum
in the amount of the bond.

THE TRAVELERS source cited

one instance in which his firm
allowed its name to be used 04
accompanying publicity for a
camp stove and lantern company.
Calls were received from irate

campers at any time-day or

Sue insurer
tor M.D.

payment
NEW HAVEN-A $150,000 suit

has been filed in U.S. .district

court here against the New
Hampshire Insurance Co. charg-
ing the firm with failure to pay
court-ordered damages concern-
ing a malpractice suit involving a
New Haven dentist.

The court action was filed by
the estate of Evelyn Elizabeth
Davis, who died in March, 1965.

According to the suit, the insur-
ance company that covers Dr.
Herman Tenin against malprac-
tice suits, had been ordered to pay

night-complaining that their

stoves weren't working. The com-
plaint, Travelers noted, should
have been directed to the manu-

facturer but it was difficult to

explain the teehnicalities of a
bond diplomatically to a very cold
camper. Instead of a successful
promotion for the product, the
bond only succeeded in generating
adverse publicity.

As a result of past experience
Travelers prefers that its name be

kept out of publicity and adver-
tising promotions. And, the Trav-
elers representative cited the pos-
sible repercussions from a bond

such as the one issued to Spreck-
els.

For example: Suppose that the
wife of a large individual insur-
ance holder from Travelers in the

San Francisco area buys a quart of
milk that is sour or turns sour.

Knowing there is a bond worth a

million dollars, she will trium-

phantly send her husband outto
claim the money. She has found

the product at fault, and viewing
the bond as insurance, usually
seeks to be paid for "her injury."

If the husband does contact

Travelers directly, the company
has little choice but to send the

consumer to Spreckels where he
must ffle a claim within ten days

after purchasing the milk. Under
the terms of the promotion,
Spreckels is not required to pay
$1 million; it must refund the
purchase price or replace the milk.

ONLY IF Spreckels admits the
milk was sour but refuses to re-

fund or replace the product can

U.-.0 -U'U#..,.U.% ., ./U-/ I.

Either you have it or you don't.
If you own a home, prepare to feel
inadequate.

Because chances are, your
insurance protection is dangerously
below what it should be. And falling
shorter and shorter every day.

You see, the costs of replacing a
home are rising faster than at any
time in memory.

In many areas, they're up
20% over 5 years ago-soaring
beyond most people's insurance limits.

With protection below replace-

ment cost, you could collect only pan

of what you'd need to rebuild.
Which could call for some tall

stretching to make ends meet.
A Glens Falls agent will be glad to

look at your protection. And, he'll
help you watch it from here on out.

In a changing world, won't it be
nice to know you measure up?

Look for a Glens Falts agent under
"Insurance"in your Yellow Pages.
Or, wdie: Glens Falls G,oup, Glens Falls,
New York 12801.

the consumer make a claim on the

bond-with Spreckels. If Spreck-
els can not pay the full amount of
the bond, then--and only then--
does Travelers become involved.

Travelers is very much aware
of the dangers inherent in the
bond campaigns. It fears that a
deceptively simple advertising
campaign that assures consumers
of quality masks a mass of techni-
ealities that may only succeed in

annoying and alienating th€

housewife with a quart of soul
milk. The housewife is likely tc
never quite comprehend why the
minute her milk turned sour shE

didn't get a check for a millior
dollars. •

rHE GLENS FALLS GROUP

GLENS FALLS INSURANCECOMPANY, GLENS FALLS, N,Y.
KANSAS CITY FIRE& MARINE INSURANCE CO.. KANSAS CITY, MO.
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Minneapolis cops curtail accident
probes; claims decrease by one half

By CLARK EDWARDS

MINNEAPOLIS-He leaned
back in his swivel chair as far as

it would go, rolled his cigar be-
tween his thumb and index finger
and smiled broadly at mk ques-
tion.

"I don't really know wty peo-
ple do as they do. Maybe it is just
that there is a lit.le larcen y in us

all. The more we investigate, the
more people claim injury from
relatively minor accidents.'

Donald Dwyei, chief of the
Minneapolis Police Dep:rtment,
leaned forward over his desk to

pore over his file on the depart-
ment's recent reorganization,

which pulled policemen off traffic
investigations and put them into
the city's high-crime areas.

The reorganizat.on was begun
last Nov. 1, when :he city council
turned flown a recuest for an ad-

ditional 80 men. Chief Dwyer told
Busine,3 Insumnce that "it be-

came apparent that with crime
increasing 15% ir 1968 over the
previous year, something had to
be done with the existing man-

power alloca-ions.

CHIEF DWYER sat up and
glanced qu.ckly over the ling
rows of nurnbers on two pieces of
paper tefore him.

"The table of organization that

wi operated under at that time
-was examinsd carefully, and we
felt we could move 75 men from

the traffic divis.on: if at the same
time we reecgnized :hat we

would cease to investigate prop-
er:y damage accidents. The deci-
sicn was made. We knew it would

be a calculated risk.':

Chief Dwyer resumed his tilt-
ed-back position and ocr-tinued to
explain what t.is policemen now
dc when called to an accident.

"We still answer calls of prop-
erty damage autc accidents but
instead of filling out voluminous
reports for insuranve companies,
we now 'packet' each individual

involved. The Facket contains the

Fire insurance that doesn't

include Fire Prevention Engineering
as part of the basic protection, has

an obvious
short-coming.
hat's why Royal-Globeoffers commercial fire pclicyholders

the services of skilled Fire Protection Representatives to
engineer the latest fire orevention rreasures-to help them

determine proper amoints of coverage to lowe- rates, where
possible, rhen hEzards are correctec or exposures reduced.

Royal-Globe never shorts" an insured on service.

ROYALGLOBE -
INSURANCE COMPANIES 150 William Street, New York, N.Y. 10038

Donald Dwyer

proper reporting materials for the
State cf Minnesota together with
an instruction sheet as to driver

responsibility for anyone involved
in a trdfic accident.

"THE PACKET also contains a
slip of paper with instructions for
noting the name, address, license
number, driver's license number
and driver's insurance company.
This smaller form is exchanged
between the drivers of the autos
involved.

Chief Dwyer said the depart-
ment "felt this was a calculated

risk. We knew the public had to
be informed. We launched a cam-

paign to alert the driving citizens
of the city to the fact we would
not investigate their property-
damage accidents any more. We
wanted also to explain in detail
how to use the packets. News re-

leases, news conferences and doz-
ens of interviews on local news
sources did the trick."

Chief Dwyer continued, "Fortu-
nately we now have six months'
experience, and we have a good
idea about what has been accom-

plished. At the end of April, the
crime rate had decreased 6%,
compared to the 15% increase in
the same period the year before.

"It is in the traffic experience
that the really interesting figures
begin to appear. In the first four
months of 1969 we have had 2,507
total accidents reported. In the
same time span in 1968 we had
5,925 total accidents. We have
had 12 fatal accidents in four

months compared to the 16 fatali-
ties from Jan. 1 to the end of

April last year.

"THE REALLY startling fig-
ures," Chief Dywer continued,
"come in the personal injury col-
umn. The total number of acci-
dents reported in the first four
months of 1969 total 1,962 injuries
connected with auto accidents.
We have had one-third the num-
ber of property-damage accidents
reported to police."

These figures reflect two major
occurrences, he explained. First,
people involved in accidents have
been properly educated as to the
role of police and are settling the
nuisance, fender-bender type of
property damage at the scene, be-
tween the drivers involved. They
are properly reporting the acci-
dents to their respective insur-
ance companies.

Secondly, the figures bear out
sornething Chief Dwyer has

"strongly felt" for years. "I be-
lieve that when police appeared
on all accident scenes, we did,
more or less by our presence, en-
courage people to report injuries
in their auto accidents. They
would complain to us of a slight
neck injury or stiffness just to get
it on record in our reports.

"But by our figures and the
weather being almost a constant
factor over the two time periods,
we can see that we had almost

one-half the injury claims that
we had experienced the year be-
fore.

"I DON'T KNOW, maybe it's
just a little larceny in us all. I
have had the idea that people
involved in auto accidents felt

that insurance companies would
pay anything, or would settle if
their client was at fault in the
accident.

"Our reports, although not ad-
missable in court because.of their

hearsay nature, do give people
the feeling that something official
has been done about their acci-

dent, and if they register a com-
plaint about a minor injury a

property-damage accident becomes
a personal-injury accident," Chief
Dwyer contended.

"The entire outlook for further
proceedings for damages is good.
Officers can be called into court

to testify, and this is another offi-
cial appearance. I feel strongly
about this. The more we investi-

gate, the more people claim inju-
ry from relatively minor accidents

Continued on page 36

HERBERT L. JAMISON & CO.

and

KNOX, WEAVER & CO.

Incorporated

both of New York

Announce the merging of their

general insurance brokerage firms

June 1, 1969

The combined business will be

conducted under the firm name of

Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016
Area Code 212 Oxford 7-6678
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(*ithatyou M'tneed
more insurance? ....

Chances are, if you're like the businessmen
we cover, you're up to here in property and
casualty insurance.

And unless some enterprising soul invents
a new risk or two, there's nothing much we
or any other company could offer you that
would actually improve your coverage.

Which, logically enough, leads to the
conclusion that one insurance company's
property and casualty plan is as good as
the next's.

Which it is. If all goes according to Hoyle.

Except there's an army of claimants
out there who couldn't care less about Hoyle.
So the difference between good protection
and so-so protection inevitably hinges on your
insurance company and not on your
insurance policy.

Simply because keeping you out of hot
water involves more than merely forking over.

For instance, we at Consolidated feel
that you deserve to be protected against the
claim that shouldn't be paid as well as the
legitimate claim. So we make it a point to
spare all our policyholders indiscriminate
settlements (and the higher rates that
inevitably accompany across-the-board
generosity) by investigating every major
claim; then discouraging and dissuading the
questionable ones. Tactfully, of course.

We also believe you need protection from
the trouble-spots that spawn claims. Your
end of the bargain is to put up with a very
determined loss prevention engineer who

may want to consult with your architect,
your office planner, your floor waxer or
even your mail boy. Our end? To stabilize
your premiums.

Finally, we feel it's only fair to protect you
from inflexible underwriting and the stand-pat
package plan. Our underwriters have the
experience to judge a property (and its
owner) on its own merits. Because we don't
have to compensate for underwriting errors,
we don't have to insist on minimum coverage
requirements either.

Unfortunately, we can't offer you our protec-
tion without offering you one of our policies.

So our producers-like all producers-
continue to sell our insurance.

Only we'd like to think they sellour
services even harder.

Did anyone ever tell you that you might
need another insurance company?

Consolidated Insurance Companies
345 Adams Street, Brooklyn, New York

Whenyou need a company. Not just apolicy.

:
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Protect your computer equipment
regardless of cost, Mazur says

NEW YORK-Every computer
installation, based on construction
features and air flow, should be
individually surveyed and pro-
tected in the most advantageous
manner, regardless of cost, ac-
cording to William B. Mazur, as-
sistant insurance rnanager for

American Express Co.
In a paper prepared for a risk

management seminar on elec-
tronic data processing for the
American M ana ge m en t Assn.
spring insurance conference, Mr.
Mazur discussed conflicting rec-
ommendations on the use of

sprinklers for computer installa-
tions.

"The fact that some insurance

associations recommend sprin-
klers for computer installations
should be weighed against the fact
that most computer engineers do
not," Mr. Mazur said.

"UNFORTUNATELY, the auto-
matic sprinkler system is not nor-
mally recommended for extin-
guishing electrical type fires usu-
ally found in data processing are-
as because it is thought that the
water might cause incalculable
damage to magnetic tapes and
computer hardware.

"Some insurance carriers will
even increase their all-risk load-
ings if sprinklers are installed."

Mr. Mazur commented that a

majority of risk managers and
their EDP employes are firmly
against the use of any type of
sprinkIer system in EDP rooms.

But, he reported, there are con-
flicting arguments about the ac-
tual damage to computer equip-
ment caused by exposure to wa-
ter. Many insurers having cover-
age on an entire building want
sprinklers to put out a fire, before
it spreads te the rest of the build-
ing. To them, water damage to a
computer is smaller than an en-
tire building loss.

Mr. Mazur recommended that
susceptibility to down time caused
by a drying out period be con-
sidered. He cited some of the

problems a partial or complete
loss of a computer installation
could mean to a company:

• Rental of temporary prem-
ise;

• Rental of substitute comput-
er and related equipment;

• Personnel needs, retention
of all or part of the current staff,
hiring of additional employes;

• Transportation of employes
to new locations;

• Reproduction of damaged or
destroyed records and the related
expenses and added correspond-
ence.

MR. MAZUR also discussed
three types of fire detection equip-
ment-heat, smoke and ionization
--as well as the advantages and
disadvantages of automatic (02
fire extinguishing systems.

He said the automatic CO, sys-
tems were extremely effective:
The gas is odorless and nontoxic;

An

honest day's pay
isn't always feenough"
for some employees.

Unfortunate, but true.

Employee dishonesty and embezzle-
ment are situations that sooner or
later most companies have to face -
no matter how well they try to satisfy
the financial needsof theiremployees
- no matter how well they automate
theiraccounting facilities-no matter
how well they establish their internal
controls.

'1NCE CO'

Eliminating completely the possibility of
lossesderived through the dishonest acts
of employees is an impossibility. But pre-
venting the necessity of company ab-
sorption of those losses isn't. Especially
since 48 offers the Fidelity Bond Ca-
pabilities to do just that.

Your local independent *E agent
or the broker of your choice can tell
you exactly how it's done.
Ask him.

(33.
UNITED STATES FIRE INSURANCE COMPANY\*59
THE NORTH RIVER INSURANCE COMPANY -
WESTCHESTER FIRE INSURANCE COMPANY

INTERNATIONAL INSURANCE COMPANY
AMERICAN EAGLE LIFE INSURANCE COMPANY

110 WILLIAM ST. · NEW YORK 10038

as an inert gas, CO., will not

contaminate liquids or -damage

computer equipment; it elimi-

dissipating into the atmosphere;
and the components of the system
can be relocated.

on another detection system; en-
tire cylinders are used once acti-
vated; false alarms are costly and
a reserve system (an equal num-
ber of cylinders) can cost 75% of
original cylinders; automatically
shuts off air conditioning and
power so that down time can pro-
duce costly reruns, even if only of
short duration; probably ineffec-
tive for fires starting outside the
protected area; and possible dam-
age to computer because of ex-
treme cooling effect. •

Giles...
Continued #om page 15
ous condition, his $10,000 may
evaporate.

In a recent case in the U. S.
court of appeals, the plaintiff re-
covered $10,000 in the lower court
for slipping on a banana peel, but
on appeal, the court said that the
plaintiff must show that the ba-
nana peeI had been on the floor
long enough to charge the super-
market owner with constructive
notice of its presence.

You must show to the jury how
long the banana had been on the
floor, and this, as you know, is
very difficult. The court here not-
ed that the jury could not tell from
the evidence produced whether the
banana had been on the defend-
ant's floor for 30 seconds or three
days (See Joye v. Great Atlantic
& Pac. Tea Co. 405 Fed. 2nd 464).

*

WE RECENTLY REPORTED
that a farmer in Illinois recovered
a judgment for $50,000 for the
loss of an eye against the manu-
facturer and the wholesale seller
of a claw hammer.

The accident occurred when the
head of the hammer chipped
while he was tapping a pin into a
clews on a farm implement. The
judgment was affirmed by the su-
preme court of Illinois. 'rhe court
observed that the term "defect" in
the context of the law of products
liability is to be examined from
the viewpoint of the ultimate con-
sumer.

A defect need not necessarily
rnanifest itself innrnediately after
a product is purchased and put to
use. The consumer has a right to
expect that he will be able to use
the product with reasonable safety
for a period of time which would
be considered normal for the par-
ticular product (Benjamin E. Dun-
akm v. Vaughn & Bushnell Mig.
Co. Illinois Supreme Court. Jan.
29, 1969). •

Colorado senate okays
file and use measure

The Colorado senate gave 22-8
approval and sent to the House
the insurance industry's "file and
use" bill.

The legislation applies to prop-
erty and casualty insurance, but
not to life, health and accident
policies. It would allow insur-
ance companies to set their own
rates in Colorado without prior
approval of the state insurance
commissioner, who now reviews
rate applications in advance of
their being put into effect.

The insurance commissioner
would still retain his right to re-
view after rates are in effect to
determine whether they are un-
reasonably high, dangerously
low or "unnecessarily" discrim-
inatory.
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We group-insure more businesses than any other company. Our
Bill empowers pool commercial casualty and property coverages are yours, too, if they're
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dnce control unavailable on The
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Auto makers lose liability decisions
in Alaska, Pennsylvania and Texas

NEW YORK-Automobile com-
panies are still the target of seri-
ous litigation, and are not faring
so well in Alaska, Pennsylvania
and Texas.

In Pennsylvania, the court dis-
cussed the duty of the manufac-
turer to provide a safe "hard top"
on an automobile.

The plaintiff claimed that her
injuries were greatly increased by
the failure of the roof to sustain,
even partially, the weight cf the
overturned car. As for the re-
quirements for a safe roof, the
court said that it is the obligation
of an automobile manufacturer to
provide more than merely a mov-
able platform capable of trans-
porting passengers from one point

to another.

The passengers must be pro-
vided a reasonably safe contain-
er within which to make the
journey. The roof is a part of
such container, and except in the
case of vehicles such as convert-
ibles, which essentially have no
roof in the normal sense of the
term, the roof should provide
rnore than merely protection
against rain.

The manufacturer can be ex-
pected to provide a convertible
which is as safe as it reasonably
can be made, and which is not
appreciably less safe than other
convertibles. (U.S.D.C. E. Pa., Dr
son v. General Motors, 4/17/69).

In Alaska, the manufacturer of

\t

a station wagon is liable to an
Alaska purchaser who suffered
brain damage as the result of a
defect that allowed carbon mon-
oxide -0 enter the passenger com-
partment of the car.

In explaining why strict liabili-
ty was imposed here, the court
said: "The purpose of imposing
such strict liability or: the manu-
facturer and retailer is to insure
that the cost of injuries resulting
from defective products is borne
by the manufacturers that put
such products on the market,
rather than by the injured per-
sons who are powerless zo protect
themselves. Sales warranties serve
this purpose fitfully at best."
(Alaska Sup. Ct., Clary v. Fifth

Avenue Chrysler Center, Inc.,
5/5/69).

In Texas, the court recently
held that a manufacturer of a
truck whose brakes failed and
that crashed into the rear end of
a car on a Texas highway, is
strictly liable to those injured.

The court said that recovery
under the strict liability doctrine
is not limited to users and con-
surners, citing authority from
Michigan and Connecticut.

"There is not adequate ration-
ale or theoretical explanation
why non-users and non-consum-
ers should be denied recovery
against the manufacturers of a
defective product.

"A manufacturer who places in
commerce a product rendered
dangerous to life or limb by rea-
son of some defect is strictly lia-
ble in tort to one who sustains
inj ury because of the defective
condition.' (Texas Sup. Ct., Dar-
Tyl v. Ford Motor Co.; 4/23/69)..

"Uh, oh.The direct line.
Sam's dinosaur is in trouble againY

Smoke signals! SOS. Direct-Dial claim service. They're
all in the same category; a call for help.

With a difference. When you use American General's
Direct-Dial claim service you're sure to get the help you
need. It's strictly for the additional security of our clients.

So that you can report a claim at night, on Saturdays,
Sundays or holidays. To get things in the works immedi-
ately, even when you wouldn't normally be able to, call
(212) 349-0595.

Direct-Dial lines are monitored 24 hours a day, 7 days
a week. You call collect. Pertinent information is taken
and then relayed to the nearest branch office personnel
immediately.

Direct-Dial claim service is the newest addition to our
"Yes Men" service for our clients. If you need us outside
of business hours, don't send code or smoke signals. Just
use Direct-Dial claim service. We'll "read" you, and act.
On the double.

American General Companies
Baltimore, Maryland • Houston, Texas
Protection and Growth through Creative Insurance.

Maryland Casualty Company • American General Insurance Company • American General life Insurance Company //*\ Assurance Company of America • Hawaiian life Insurance Company. ltd. • Life and Casual y Insurance CompanyAmerican General Life Insurance Company of Delaware • American Gereral Life Insurance Company of Oklahoma
of Tennessee • Maine Bonding and Casualty Company • Maryland American General Insurance Company • National CriaillifriStandard insurance Company • Northern Insurance Company of New York • Patriot Lifs Insurance Company
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Variable and
special fund
linked by CG

HARTFORD - Connecticut
General Life Insurance Co. has
introduced the first variable an-
nuity plan to be linked to a spe-
cial purpose mutual fund.

Registration statements of a
group tax-deferred variable an-
nuity and of Companion Fund
Inc., a "no-load" mutual fund de-
sighed exclusively for variable
annuity investments, are now
filed with the Securities & Ex-
change Commission.

Under the arrangement, an-
nuity contributions are to be de-
posited in a separate account,
which will purchase shares of
Companion Fund. Accumulated
contributions and annuity bene-
fit payments will reflect the in-
vestment performance of the
Companion Fund portfolio, con-
sisting primarily of common
stocks.

THE NEW program enables
Connecticut General to issue
variable annuity contracts to re-
ligious, charitable, scientific, lit-
erary and educational 01·ganiza-
tions, including public school
employes.

Special Federal tax legislation
permits employes of such orga-
nizations to have part of their
salaries invested in retirement
annuities on a fully tax-deduct-
ible basis.

CG also announced a new fixed-
dollar group annuity contract
that will be available to comple-
ment the company's variable an-
nuity plan.

The combination fixed-varia-
ble annuity approach enables
participants to choose the pro-
portion of contributions to be
placed in either type of annuity
and to change the "mix" at any
time up to retirement. m

Canada unit
wants to move
on loss claim

OTTAWA, Ont .-T he com-
mons public accounts committee
has voted to establish whether
the government can collect dam-
ages for negligence from de Ha-
villand Aircraft of Canada Ltd.
for a costly fire during construe-
tion of the navy hydrofoil Bras
d'Or.

Committee chairman Alfred
Hales said company negligence
could be proved "without much
trouble" for a fire aboard the
craft Nov. 5, 1966, while de Ha-
villand, the builder, was trying
out generators.

"It's our duty to see if we can
put $6.5-million back into the
kitty and if not the reasons
why," he said.

GOVERNMENT legal opinion
after the fire pointed to negli-
gence but concluded contracts
with de Havilland with the gov-
ernment as insurer barred col-
lection of damages.

Auditor-General Maxwell
Henderson, who first pinpointed
the fire among project costs that
escalated to more than $50-mil-
lion from an initial $9-million in
1963, said he would consider ob-
taining a second, independent
legal opinion.

Mr. Hales said later the com-
mittee would pursue the ques-
tion of collecting damages even
if Mr. Henderson advised against
obtaining the second opinion. •



Insurers told rates 'exorbitant:

investment banking not
CHICAGO--The insurance in-

dustry was told to stop "trying to
be investment bankers" and to

stop charging "exorbitant" rates
for property insurance at a j oint
meeting of the Chicago chapters
of the American Society of Insur-
ance Management and the Char-
tered Property and Casualty Un-
derwriters.

William Gibbons, director of
insurance at Standard Kollsman,
cited and quoted early 1969 Busi-
ness Insurance articles in which

several insurance-risk managers
acknowledged or predicted higher
rates and a tighter insurance mar-
ket.

"Many of the risk managers
surveyed indicated that they had
not been faced with any' signifi-
cant increases but this was main-

ly because none of their major
lines expired during 1968," ' Mr.
Gibbons said. "I was in this hap-

py position, but have now been
rudely awakened to the facts of
life in negotiating certain renew-
als in which we are faced with

increases of over 30% without

giving consideration to the nor-
mal increases that result from the «

appreciation of property values."

MR. GIBBONS also told the

ASIM-CPCU meeting that he. did
not want to take a "pot shot" at

property insurers but after per-
sonal research he concluded that

the cost and capacity problems lie

mainly in the property field, with
the major exception the "present
chaotic situation in the aircraft

liability market."
"The basic increase in rates ap-

pears m6dest," Mr. Gibbons said,
"but when coupled with increases
in co-insurance requirements and
deductibles, it becomes rather ex-
orbitant."

The Standard Kollsman insur-

ance director told his audience

that "one also faces mandatory
and immediate requirements for
vastly improved protection meas-

ures, 1@ich if complied with
would Tosult, in significant, un-
budgeted capital expenditures for

nonpr6ductive assets during a pe-
riod whdn money is tight and
interest rates are high."

Sympathetic to the industry's
unsatisfactory underwriting re-

sults in recent years, Mr. Gibbons
held that making "radical. rate
increases without any apparent
effort to look inward to solve

profit or capacity problems" . was
the wrong thing for the. industry
to do.

"I think it is about time that

No-fault

heads west
DENVER-A bill- that would

provide a "basic protection"
form of compulsory auto insurance
has been introduced in the Colo-

rado legislature by Reps. Don
Horst and George Woodard and
Sen. J.C. MacFarlane.

Rep. Horst said the plan would
provide up to $10,000 for any in-
jured party but payments would
be reduced by any money re-
ceived from such sources as Blue

Cross. Every person would be re-
imbursed for actual net econom-

ic loss, he noted.

Payments would be made, the-
lawmaker explained, from the

injured person?s own company
without regard to anyone's fault
in the accident.

It would exempt from law suits
any claims for the first $5,000 for

the seasoned operating executives
of insurance companies get back
into the business of underwriting

instead of trying to be investment
bankers," Mr. Gibbons said.

The Standard Kollsman direc-

tor of insurance suggested seven
ways risk managers can do some-
thing about holding the price line:

• Inject an element of compe-
tition by periodic marketing -in.
spite of the limited markets for
some lines.

0 .Use realistic deductibles or

franchis'e clauses and charge losses
against the responsible plant or di-
vision."

• Analyze property values at
a realistic minimum.

• Carefully prepare business

their goal
interruption worksheets so that
unrealistic amounts of insurance

are not required.
• Work with the underwriter

so that his protection require-
ments are not based on. unrealis-

tic multiple-peril loss estimates.

• Immediately comply with loss
prevention recommendations that
do not require substantial capital
expendituresand-budget-for-ma--
jor recommendations.

• Continue analysis of con-

tracts with suppliers and others
to transfer risks to responsible

- parties where possible.

JAY GLEASON, president of
Illinois R. B. Jones Inc., told the

group that one reason more do-

mestic syndicates are not formed
to handle special super risks of
merged corporations is that many
U.S. insurers are already in on the
primary coverage of these risks.
To solve the problems of capacity

with U.S. insurers, Mr. Gleason
said, "you almost have to rest:rue-
ture the U.S. insurance business."

On the subject of loss preven-
tion, R. Maynard Toelle, vp for
Corporate Policyholders . Counsel,
Inc., said, "it is axiomatic that for
every dollar you are paid by an
insurance company you pay one
dollar plus a service charge in
return." Mr. Toelle held that risk

managers must make loss preven-
-tion-adifst-priority.

Mr. Gibbons charged that "the
posterior of an insurance compa-
ny has been the loss prevention
people." He said that insurers are
not doing enough in the area of
loss prevention.

Chicago ASIM President James
Mascarella, The Quaker Oats Co.,
told the group that "no loss pre-

Less-than-the-best comp liability can be costly. So, we

suggest the best: Unigard Comprehensive Public Liability.

Unigard offers that extra margin of protection, without

the extra.premium charge. Unigard Comprehensive Public

Liability coverage can be made a part of a custom program

or combined with a·business package policy.

Look at your present coverage. Call a Unigard Agent.

Chances are, he can offer you more of everything. For less.

vention engineers from . outside
can help" unless a corporation al-
ready has a sound loss prevention
program.

in the U.S. have not had an ex-
tensive effect on the reinsurance

market in London. "Fire losses
alone have been bad," he said.
"The whole book of business
hasn't been good."

He estimated that without the

riot losses the reinsurance market
in London would be 95% the way
it is now. "The tight market
doesn't result from the riots-

they are an excuse to a certain

t1-e eliances either.-, 5--

The president of Illinois R. B.
Jones commented on the Debart-
ment of Housing and Urban, De-
velopment FAIR plan by saying,
"The HUD plan is a bad case 01

and painting the insurance com-
panies into a corner." s

Unigard
Insurance Group

Northwestern Mutual Instrance Company
Unigard Insurance Company
Olympic National Life Insurance Company
Home Offices, Seattle, Washington
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The catastrophe business is picking up.
And the biggest ones often come in the
form of enormous Liability judgments
against small or medium-sized com-
panies.ButnotMerriweather'scompany.

Although he's somewhat awed by the
spectacle, Merriweather is ready. As a
keen and clear-eyed insurance buyer for
his firm, he saw to it that his company
had The St. Paul's Umbrella Excess
Liability Policy to take over where their
basic liability insurance ended. They'd
been a pioneer with the coverage. Be-
sides, reasoned Merriweather; they had
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Your catastrophe
has arrived,

Mr. Merriweather.
been stable and solvent for 115 years,
and the first 100 are the coughest.

For most hazards, Umbrella Excess
Liability coverage starts after the first
$100,000 or so of lawsuit misfortune,
and goes on up to $5 million, which we
considermoreon theorderof a cataclysm.

It has a combined single limit, so you
don't have to guess exactly what kind of
disaster is most likely to hit your com-
pany. You're covered for personal in-
jury, property damage, auto and product
liability-even advertising offenses.
(Don't write, we're covered.)

THE ST. PAUL
INSURANCE COMPANIES

CClE\If 1

Serving you around the world... around the clock
St. Paul. Minnesota 55102
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Join Jack Merriweather and us in a
good thing: The St. Paul's Umbrella
Excess Liability Protection. Your catas-
trophe may be delivered tomorrow, if
someone gets the order processed in time.

Send for free catastrophic brochure*
Bl- See all the bad things that could happen
and you'd still be protected.

D- See a complicated chart that shows you
the limits of each type of coverage.

*P.ease write on yourletterhead. Wedidn't want
you to have to print your name on a tiny line
in an ugly coupon.



The U.S. government
and auto insurance

by Charles F. Levinson,
insurance manager,
Port of New York Authority

Charles F. Levinson

'I" ;;eonfoir:y sestuboo2:;tee a:{5ts ano
the auto insurance industry was conclud-
ed last year. A good long look at the con-
clusions arrived at by the Congressional
members who listened to many man-hours
of testifying may give us indications of
the direction regulation might take.

SENATOR PHILLIP A. HART (D.,
Mich.), chairman, stated that Congress has
a real stake in how this thing operates. Af-
ter all, it approved the antitrust exemption
which legalized the basic pricing system of
the insurance industry. Rating bureaus,
described by him as "price-fixing cartels,"
otherwise would not be setting the prices

motorists must pay.
Even the independents "track" the bu-

reau companies rather than use their own
ind ividual experience to set rates. State
financial responsibility and compulsory in-
surance laws have made the public a cap-
tive market which must buy no matter
what the rate.

NOT ONLY IS the pricing system based
on thousands of classifications, but also
subject to subjective underwriting and a
surcharge system based on some question-
able assumptions.

One state insurance commissioner who

testified felt that getting insurance was
like joining a country club, which either
rejects an application for membership,
cancels it at any time or raises the dues,
sometimes for the flimsiest reasons.

The whole basic principle of judging a
man according to what classification he
fits into, rather than his own abilities, is
contrary to one of the basic American
ideas.

THE COMMITIEE investigated as-
signed-risk pools in several states to find
that the majority of assigned risks were
either "clean" or "preferred" as defined
by state law. For your information,
"clean" means no record of offenses while

"preferred" refers to one who has been
involved in a single accident or convicted
of one minor infraction. The point is that
even here the good driver also is paying
for the bad experience of the serious of-
fender.

The report goes on to criticize the entire
underwriting and rating system as in need

of rather basic overhaul. All of the testi-

mony on behalf of the carriers blames the
system on the refusal of the different
states to allow adequate rates so that car-
riers could take a chance on a new system.

The committee report also treats the
matter of whether auto insurance business

is profitable. Some testimony reflected
high profits while other testimony said it
was extremely unprofitable. The commit-
tee decided that the truth was somewhere

in between, when you broke through ac-
counting methods and investment profit.
Certainly the direct writers seem to be
doing well. The plea of poverty, on the
basis of underwriting results only, did not
impress the committee.

THE CHAIRMAN STATED that when

someone turns one pocket inside out to
show you it is empty, but has over $7
billion of investment profit in another

pocket, it is difficult to take his claim of
poverty seriously.

The testimony taken by the committee
on the carriers' claim of inability to get
state rate increases because of local poli-
ties, showed this to be false. On the con-
trary, because of limited staffs state insur-
ance departments, with a few exceptions,
generally have been giving rate requests
on demand. California, with its file-and-
use rules, has had rates go up, but there
has been no change in underwriting prac-
tices.

The committee found the system of 54
jurisdictions regulating rates inefficient
and expensive.

One most important conclusion was that
while the committee leaned toward com-

petition and not rate regulation (be it
state or Federal), this approach would
need the reapplication of antitrust regula-
tion to the insurance industry to protect

the driver in the nonregulated market.

A FURTHER QUESTION in this area
was that with legalized price-fixing as a

way of life in the insurance industry
would even antitrust enforcement machin-

ery be adequate to police the scene?
The area of claims adjusting came in for

much discussion. While it may be neces-
sary to go as far as to switch to sonne

variation of "Keeton-0'Connell" amending
the "tort" liability theory, the committee
felt some immediate changes could be put
into effect.

An examination of one large insurer's
claims manual went so far as to tell the
adjuster to consider whether the claimants

eyes bulged or his Adam's apple moved
when the claim was discussed. Even

changing to a no-fault system would re-
quire claims adjusting with first parties.
Poor claims-adjusting practices seemed to
be fairly commonplace.

THE COMMITTEE LEANED toward
some type of "no-blame" coverage pres-
ently available to a limited degree from
all carriers in all territories under medical
payments coverage.

Their studies seemed to indicate that the

wave of mergers and acquisitions were not
helping an already bad situation.

Rising costs were explored to see
whether they have hurt auto insurance
carriers. Testimony showed that since 1957
insurance premiums have risen nearly one
third faster than medical costs, average
weekly earnings or auto repairs. Payout
percentage in 1957 was 53.6 % of premium
dollar while last year it averaged 53.8%.

A particularly hard swipe was taken at
the apparent inefficiencies in company op-
erations. Testimony pointed out that for
each $100 of claims paid to injured parties
there was $125 of administrative and other
expenses. It was pointed out that the di-
rect writer is absorbing a greater and
greater portion of the total auto business
because of greater efficiency.

RECOMMENDED WAS GROUP writing
of auto insurance plus a close look at

Continued on following page

Management tool for planning and sales
by A. A. Dilworth,

American Credit Indemnity Co.;
Baltimore, Md.

Q o thin is the difference between profit
U and loss to many a manufacturer and
wholesaler than an economic downturn

would catch a lot of them with debts

which are sticky or uncollectible. A deteri-
orated business credits situation has ac-

crued through years of economic uptide.
Year after year, managements have

pushed for ever more sales volume. The
tendency has been to lengthen terms of
payment while being soft in business cred-
it judgments. That is why financial expo-
sure to slow or bad debt losses is of timely
concern. Now is the time to fix a leaky
roof before it rains.

It is a rule of thumb that for $1 of loss

ciency, product reject, work accident, ex-
cessive inventory, disaster or bad debt-it
takes $25 of sales to offset if the profit
margin is assumed as 4%. However, a 4%
profit-sale ratio is rather high as a gener-
alization.

Profit margins vary widely from indus-
try to industry, and from company to
company. In dairy products and meat
packing the average is less than 1 % indus-
trywide, which indicates that a $10,000
credit loss would require $1,000,000 of
added sales to offset. In household appli-
ances the average is 2.8%, meaning that a
credit default of $10,000 would take
$300,000 of sales volume to make up for it.

fat 4.95 % in surgical and medical instru-
ments, yet a $10,000 bad-debt loss to a
manufacturer would entail a counteractive

of $200,000 in make-up sales.

SOME OTHER RANDOM, key business
ratios cited by Dun & Bradstreet Inc. show
averages of 1.11% in hardware; 1.45% in
lumber and construction materials; 4.4%
in airplane parts and accessories; 5.2% in
books, publishing and printing; 3.96% in

broad-woven fabrics; 5.85 % in drugs;
4.23% in electronic components; 3.48% in
farm machinery; 2.81 % in household ap-
pliances; 4.48% in metalworking machin-
ery; 3.78% in auto parts and accessories;

2.41 % in wood, household furniture.

Therefore, it is plain that the condition
of accounts receivable would be seriously
exposed to financial losses in many an

industry when and if a general business
recession comes. It is an ebbtide which

reveals clutter and litter.

Supporting evidence of the vulnerable
condition of business credits has been fur-

nished by the Federal Reserve Bank of
Chicago in observing that the liquidity of
U.S. manufacturing corporations has been
falling for 20 years. The downtrend has
flattened, yet it continues to show perilous
exposure to financial risk.

"The conventional liquidity ratio for
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Levinson...
be implemented until October or later sons the law was passed was to remove been hired as a consultant and has sug-

additional other methods of distribution On the surface, to the nonexpert with from the already crowded highways all of gested sweeping changes in the District of
The ultimate goal they sum up to be the the government, this type of law would the old Junk heaps driven by youngsters Columbia insurance law Congress thus
furnishmg of auto insurance on reasonable seem to be the answer to all the 1115 of the who Will not be able to afford the manda- could be running a pilot program for all of
and more equal terms with accident vic- auto insurance business The low cost tory insurance charge--small as it is US .

tims promptly and fairly reimbursed applying equally to all ($35 per year) plus The government moved in with Medi- Charles F Levmson, insurance man-
One thing is quite plain from all the the efficiency and convenience of purchas- care several years ago when Congressional ager, the Port 01 Neto York Authonty,

above conclusions The Federal govern- mg the coverage automatically each year committees developed almost the same re- holds a BA degree from Cohimbia Um-
ment is going to put some additional auto when you buy your license plates elimi- por. on health msurance as the foregoing vers:ty and a CPCU designation He was
insurance legislation on its books before nates the dual complaints of difficulty in doe: on auto, Remember that the Puerto formerly assoclated with a number of
all these hearings are over Let's hope it obtainmg and retaining coverage plus the Rican plan is entirely the bramchild of Midwest stock Insurance compantes as
can be averted by a program suggested increasing cost due to inefficiencies of dis- two University of Pennsylvania professors msurance undenonter and field man Mr
and planned by practical insurance people. trubution regulation and an mequitable, They certamly will be scheduled to advise Leutnson served as tnsurance manager of
The new Puerto Rican compulsory no- comphcated rating system the government in its future planning Magnavox Co from 1954-57, subsequent-
fault law is supposed to go into effect this Indirectly, this has already occurred ly becommg insurance consuttant to In-
coming July 1, although lt probably won't INCIDENTALLY, ONE of the mam rea- One of them, Professor Denenberg, has suranee Audit & Inspection Co

Di/worth... company, its management philosophy and flow, cash needs and borrowing require-
the character of its customers and ac- ments There is assurance agamst expens-
counts receivable es going up if an unexpected default slashes

Iceally its purpose lS to support maxi- Into working capital
manufacturing companies measured as mum sales at least risk Its justification It is a credit guidance tool Managementliquid assets (cash, bank deposits and gov- exisi regardless of how good an account wants to roll-over inventory (receivables)ernment securities) in proportion to cur-

appears to be at time of shipment, and as quickly as practicable so as to minimizerent liabilities-declined from an unusual-
regardless of business cycles It does not borrowing needs Faster turnover of work-ly high 85% in 1947-48 to a fairly low imply that the customer is not going to ing capital imphes much to profiling35% in 1966-67," said the Chicago Federal pay for what he bought Instead it guaran- Working capital is not tied up in delin-Reserve Bank.
tees that if something does go wrong and quent accounts when the receivables have
the producer/seller cannot collect then the an insured value There lS a reinforcementAMONG THE SEVERAL reasons A one Insurance guarantor reimburses the ex- of an excess bad-debt reserve behind thethat is significant Much of that decline in traordinary bad-debt loss company's own reserve for bad debtsliquidity has been going into slow receiva- The abnormal credit loss is more apt to which 15 in its bookkeeping figuresbles A principal cause has been the re- come from the "good" account The mar- It is a backstop for the credit depart-

lentless zeal for new and bigger sales with- ginal is watched cautiously. ment The insurance underwriter has ex-
out enough concern over profitabllity at

periences which go long, deep and wide inminimal risk.
THE SUPPLIER may not discern trou- collecting methods, credit information and

Lengthened credit terms are given, ble in a "good" account due to manage- credit know-how,
impeding turnover of working capital ment dissension, cover-up of 1nefficiency,
There is more tolerance of past-due ac- mistaken Judgments or disturbed market- THE POLICYHOLDER may use the in-counts

ing The customer may be affected by Suiance company's name to advance his
A capsuled case of risk exposure is re- protlerns beyond anyone's control, such as own collections The threat of Outside in-

called of two competitors selling to the disaster, economic slump or the customer's terventlon is impressive
same accounts. Company "A" sold $700,000 own customer's inability to pay him The bank lender likes to see that the
per year for sorne time, and had been Commercial credit insurance guarantees loan applicant's receivables are guaran-extending credit of more than $100,000 As all credit extensions to the extent that teed To him it is like having a co-signer
it became obvious that the account was in A. A. Dilworth

they are insurable, and reimburses the of a loan to an individual
financial trouble Company "A" reduced its insured for losses over and above a normal The company's own financial statement
credit limit While feeling that it had a profit) from being badly hurt expectancy (deductible) for a particular lS made stronger when there is an asterisk
moral obligation to the account it was company The primary loss is a one-time which denotes a footnote stating that the
prepared to lose $70,000 in what was ex- POSITIVE NONDEFENSIVE examples dediction for the entire policy period accounts receivable are insured
pected to become customer's bankruptcy can be cited in which commercial credit It usually covers automatically those ac- In planning for next year the credit and

What did Company "B," the competitor, insurance of accounts receivable, when counts having a specified rating from an sales departments can agree on which are
{do? Company "B" deluded itself into properly applied. can oe a sales-building agercy such as Dun & Bradstreet, plus a the acceptable credit risks, and for what
thinking that it was taking sales away tool m a prudent way. catch-all for miscellaneous small accounts amounts The sales department has its gofrom "A" as it let the account build up to The credit management of a Midwest All other accounts are investigated and, if ahead
$300,000 At this point the customer's fl- steel warehouser uses commercial credit approved, are named in the pollcy
nancial problem culminated in a Chapter msurance aggressively to support the sales The commercial credit insurance policy FOR LONG-RANGE sales building the
XI proceeding with the debtor remaining department in getting new customers In guarantees the insured up to a specified policyholder can fortify his base of credit
in possession This made no sense because two years his company's sales volume has amount against loss due to insolvency of a extension to the estabhshed clientele by
the customer's management had already risen remarkably Emphasis has been on debtor or to past-due accounts Past-due having the receivables guaranteed. From
shown it could not operate profitably. attracting and holding medium- and accoints must be filed with the insurer this perimeter the sales department can go

small-sized steel fabricators showing within a specified period, usually 12 out for new sales sources The significance
AT THIS POINT Company "A" cut off strong growth trends which Justlfy ventur- months, from date of shipment Coverage lS that through a year-after-year sequence

the customer completely with $40,000 ow- ous credit and who must keep their is generally written on a collection basis in the inner circle base of guaranteed credit
Ing to lt Company "B" continued to sell working capital really working The ware- which debtors are placed with the insurer extension can be kept widening in a com-
under the "debtor in possession" arrange- houser supplies top-rated blue chip" who assumes responsibility for collecting pounding manner as volume keeps swell-
ment Several weeks later the customer companies, too, yet the aggressive sales Before a contract becomes applicable there 1ng OUt
became an adjudicated bankrupt, so Com- build-up is with the smaller, up-and-com- must be sale, shipment and delivery In this way, when prudently and wiselypany "B" was in for another $50,000, or a ing new customers of its inventoried steel pursued, sales can be built up going alongtotal of $350,000 Final realization was sheets THE INSURER may intervene in the A retired metals company treasurer hasabout 10¢ on the dollar In this case, ccmnere, al credit Insurance policyholder's behalf when a collection is said that through proper application of

Many a management disregards the ax- is far more than a defensive back-stop for 60 to 90 days past due There is a collec- commercial credit insurance his company
iom that during a period of sales expan- the credit manager It saves him staff tion charge, but much of what the insurer added $100 million in sales over a 14-year
sion the need increases for stricter control personnel and office overhead The com- does is free in handling policyholders span
over receivables and collections The sup- mercial credit insurer does some things collections In summary, the philosophy of good cor-plier who willingly lengthens credit terms better than he could do for himself The A reporting type of coverage-available poiate management, as well as in the in-
should realize that sooner or later he could insurance company has a reservoir of ex- coverage-may be applicable to most of surance industry, is that it is the uner-
suffer a serious financial exposure Past- perience and know-how on credits and the general coverage policies This enables pected which is to be expected
due accounts using a supplier's money collections a lower premium for businesses which are Complacency over the deteriorated qual-(working capital) are a luxury which not So much for the defensive, precaution- seascnal or in which balances due fluctuate ity of business credits, and disregard ofmany can afford ary and aggressive reasons for insurance widely Specific endorsements may be prudent credit Judgments, will sooner or

A few years ago a financially solid - of accounts receivable made to policies to cover specific situa- later bring disillusionment On an upsidemanufacturer of components for a home tions A pohcy with coinsurance is also things look good but on a downside theappliance kept its working capital (and USUALLY MANAGEMENT carries in- available risk exposures show up An economicprofit) intact by having its receivables surance all the way through production The defensive concept as to "bad debt" slump would have pervasive consequences
insured The strict credit squeeze of high and inventory because the company owns or "insolvency" is oversimplified This in- throughout the structure of business cred-
mterest and constricted credit availability all of this When sale and shipout m made, surance is more than a shield against the ltS
reacted against home mortgage financing however, the title goes with lt, and so does surpnse of an abnormal debt default
and caused a drop in housing starts The the right to insure A new entity is created Used positively, it is a management tool A A Dilworth has been tolth Amencancustomer which manufactured the home which is an account recelvable That ac- for planning and sales building in a pru- Credit Indemnity Co stnce 1952 when he
appliance kept building up inventory count receivable is actually inventory one dent manner The policyholder knows a came to the company in Detrmt following
heedlessly That inventory became so un- step forward When it is insured the cycle year in advance that the company will hts graduation from MeMaster Unlverszty
wieldy that the component user could not of protection is completed from cash in- collect on what it produces and delivers m his hometown of Hamuton, Ontano In
pay the component supplier, and default- vested to cash returned into working capi- There is satisfaction in management real- 1955 he became manager of %ts Detroitad.

tal, with what that implies to realizing izing what it helps to do and at an ex- operation and subsequently managed theThe $250,000 credit loss was reimbursed profit pense of a fraction of 1 % sales Chicago, Wisconsm and Indiana area fromDy the commercial credit insurer The in- Commercial credit insurance applies to 1962 to 1964 In 1965 he transferred tosured supplier, as I said, was financially manufacturing, wholesalmg and to service IN BUDGETING for the year ahead the headquarters 171 Balt,more and in 1968Btrong yet that $250,000 money-back relm- business, such as an advertising agency cost basis can better be estimated on prod- became president and chief executive oj-
bursement kept its working capital (and Each policy iS tailored to fit a parbcular uct delivered, and for materials, produc- ficer
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Chicken Little was right. But most businessmen
don't believe it.

Because most businessmen only plan for disas-
ters between 9 and 5.

Trouble is, off hours are causing the biggest
problem. Today, leisure time accidents are a
major cause of death for people under 40. The
very group you can least afford to lose.

CNA believes the sky can fall. Anytime.

That's why we offer a 24 hour accidental death
and dismemberment policy. One of the choicest

Have a good da¥
Planonanaccident.

payroll deductible. It completes the accident pro-
tection your employees need. We make you a
hero. For nothing.
Take a look at our All-Accident AD&D plan. Once
you size it up, we think you'll agree everything
else is for the birds.

Choice forthe employee because it gives him up
to $100,000 of all day protection, at an incredibly Contact your agent. Or write to us.
low premium.

He can cover his whole family, if he wishes. And a * /insu/nnee service
group rates keep the premium|OW. oe•L  WZ •*fS. MCHON A. • CHCAGO, U. «* • CONNSNV. GSUAJY 00.

AMERICAN CASUALTY COMPANY . NATIONAL FIRE INSURANCE COMPANY OF HARTFORD

It's choice for an employer too, because it TRANSCONnNENTAL INSURANCE COMPANY • TRANSPORTATION INSURANCE COMPANY

VALLEY FORGE INSURANCE COMPANY • VALLEY FORGE LIFE INSURANCE CO. • CNA



CGL policy language unclear on pollution liability
NEW YORK-Many losses

caused by pollution cannot be met
by insurance, F. Freeland Chew
Jr., assistant director of industrial
hygiene field services for Liberty
Mutual Insurance Co., told an
American Management Assn. ses-
sion on pollution.

Mr. Chew said that insurance

does not pay for noncompliance
with laws or if a plant is closed
down by injunction. "An insurer
can't cut pollution," Mr. Chew
said, "but can only act as a con-
sultant."

Insurance companies can pro-

vide investigative services and
can make recommendations, he
said, in addition to providing in-
formation that will act as a

source of advice in the legislative
area.

He offered this general infor-
mation checklist in the pollution

IS THERE A BIG GAP IN YOUR DENTAL PROGRAM?

Or maybe, like many companies, you have no dental benefit plan at all.

If you have not yet added this important coverage to your employee benefit program,
you would be wise to consider "DEB" Crown Life's new Dental Expense Benefit.

DEB not only takes the pain out of dental bills for the employee and his family,but
removes those financial barriers which so often prevent early examinatior and
prompt, simple treatment.

Why not complete your benefit program with something your employees can really

sink their teeth into! DEB comes in three versions: Comprehensive Dental Plan, Inte-
grated Major Medical-Dental, and Basic Dental.

For further details on Crown Life's DEB, just mail the coupon below:

Group Marketing Dept.
Crown Life I nsurance Co.

120 Bloor Street E., Toronto 285, Ontario, Canada.

Gentlemen:

Please send me complete information on DEB.

Name

Address

City State

CROWN LIFE
INSURANCE COMPANYIESTABLISHED 1900/TORONTO. CANADA-SERVING INDEPENDENT

AGENTS AND BROKERS IN 49 STATES, DISTRICT OF COLUMBIA. AND PUERTO RtCO.

Zip

risk area:

• Types of contaminants that
can be expected and in some in-
stances the quantities.

• Specific effects contaminants
can have on persons and property.

• General controls to be used
for spec ific contaminants.

• The character of the neigh-
borhood.

• Code requirements and pen-
alties of municipalities.

• Advice for policyholders on
surveys and sampling programs.

Mr. Chew pointed out that out-
of-plant pollution surveys can take
months or even years, because tests
have tc be performed in varying
weather, temperature and produc-
tion conditions. He said such tests

are beyind the capabilities of most
insurers.

Edward L. Wolf, partner in the
Bellis, Kolsby & Wolf law firm,
Philadelphia, outlined for the sem-
inar me dical, engineering and in-
surance methods to protect against
air pollution suits.

MR. WOLF URGED that corpo-
rations consult an industrial med-
ical specialist (an MI).), who
should use biopsy studies with
spectrographic analysis and path-
ological evaluation to diagnose
pollution problems. Other medical
tests the specialist should perform
include lung function studies,
blood studies and urinalysis to
establish a diagnosis and toxicant
presence in the body of those ex-
posed to the pollutants.

"The history taken by a medi-
cal investigator is extremely im-
portant," he said.

"Air sampling requires an in-
dustrial hygienist with a sampling
device," Mr. Wolf said. Other
tests include stack samplings,
which can be excellent defense
tests where several other indus-
tries nearby may be polluting as
well, and climatological and topo-
graphical studies.

Mr. Wolf said there is substan-
tial doubt that the comprehensive
general liability policy covers
personal liability claims because
of the use of the word "accident"

in the policy. The courts will
have to decide whether sulphur
dioxide, for example, can be clas-
sified as poison.

IN A QUESTION-and-answer
session later, Mr. Wolf said that
the use of the word "occurrence"
in the new CGL policy may
change the situation but judicial

policy is yet to be determined.
Mr. Chew said the new CGI. is
broader and will cover more situ-
ations.

"Air pollution cases can be di-
vided basically into two catego-
ries-those in which the exposure
to or ingestion of a particular
toxicant by an individual has giv-
en rise to a condition or disease
that is unique to that toxicant,
and those in which the toxicant
has caused a condition that can
also result from other factors or
aggravated exacerbated pre-ex-
isting conditions," Mr. Wolf said.

Mr. Wolf added that Inost

courts faced with the decision of
determining a company's negli-
gence in exposing its neighbors to
an unreasonable contamination

have held that usual insurance
coverage does not apply. "But
this is really yet undecided," he
said.

"The defendants have been held
to be entitled to a defense by their
insurance carriers but whether or
not their carriers are responsible
for the damages is yet an. undecid-
ed question in many j urisdietions.
What concerns the carriers even

more is that, if held responsible,
what is the limit of their expo-
sure."

Mr. Wolf used an example: In
1945, a beryllium company bought
a $100,000 policy from an insurer.
Then, 16 years later, the plaintiff
became disabled.

"Is the 1945 insurance carrier
responsible if it is contended by
the plaintiff that part of his ex-
posure occurred during the period
of insurance coverage?" Mr. Wolf
asked.

OK revised

comp law
SACRAMENTO - Emergency

legislation to correct a drafting
error in the 1968 workmen's com-
pensation insurance revision in
California has now become law.

Under the new legislation, no
longer will any increase in corn-
pensation death benefits granted
by the 1968 special session be
capable of retroactive application
to the end of the 1959 legislative
session.

The unintended provision was
included in the 1968 law when its

author failed to change a specific
clause of the older law which he
sought to amend. I

TIME
...7

to think about .·..C

SELF-INSURANCE
For consultation and

complete service have your Insurance
Broker or Insurance Manager contact

ROBERT F. COLEMAN, INC.

ROBERT F.

COLEMAN, INC.

120 E. 23 St.

New Yort, N.Y. 10010
(212) 7774210

• WORKMEN'S COMPENSATION
• PUBLIC LIABILITY

• ACCIDENT CONTROL
SPECIALISTS SINCE 1923
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international

risk management
a searching look overseas at insurance, safety, security

and personnel problems coming in the august 18th issue!

---4 Just as "no man is an island," so also

 li is no business an island. The number1 of U.S. businesses which have insur-
al'ice, safety, security, pension and

-- profit-sharing problems overseas is
big and growing rapidly bigger. It is an integral part
of the economic expansion so often referred to when
discussing the might of the U.S.

What U.S. firms do in these areas overseas, then, is

business insurance news. And so, Business Insurance

will have a special emphasis International Issue
August 18 devoted to these problems.

The special report will contain profiles of what U.S:
firms are doing overseas with their property and lia-
bility risks. For example, our editorial staff will outline
what is happening to deductibles in various foreign
countries; are they skyrocketing in a manner similar
to deductibles in the U.S.?

Other key editorial areas in the special report will
include:

• Employe benefits, such as how group life, acci-
dental death and dismemberment, health and retire-

ment programs vary from country to country. And, in
order to be competitive, companies must know what

For information call: Alfred Malecki

Advertising Director
630 Third Avenue

New York City, 10017
Phone: 212-986-5050

appeals to employes overseas, both U.S. citizens

transferred there and citizens of «the country itself.

• And what about third-country nationals, a real prob-
lem area for U.S. firms ? These employes, citizens
of one country working for a U.S. firm in still another
country, present a unique compensation problem. At
what level and with what currency are these employes
to be compensated ?

• Perhaps the most common yet complex problem
facing U.S. firms doing business overseas is how to
insure the products shipped to foreign markets...
not only while in transit but also in warehouses over-
seas before they are sold.

• What foreign governments are doing to regulate
insurance companies, agents and brokers, retirement
funds, and even more broadly, the very strength of
the local currency.

• Evaluation of the off-shore captive as a risk bearer,
what to look for in buying from a foreign insurer,
whether to insure in U.S. or local currency, and what
foreign markets, not usually thought of in reinsurance
circles, are being used by some U.S. companies.

• As we did last year, a member of the Business
/nsurance staff will go to Europe for a firsthand look

Myron A. Hartenfeld
Publishing Director
740 Rush Street

Chicago, 60611
Phone: 312-337-5200

at the insurance scene there. And we'll send a re-

porter to the Bahamas to describe what's new with
the "nameplate" insurers that lurk in that island and
other countries that have "easy" insurance laws.

However, the main emphasis of the August 18, 1969
International Issue of Business Insurance will be on

how U.S. firms find capacity, minimize risks of all
types and handle employe benefits in their overseas
operations.

Risk management executives in the 12,500 leading
U.S. corporations will be reading the International
Issue of Bl to see the answers that their counterparts
in other major corporations are finding to overseas
problems.

These companies do the bulk of all U.S. overseas
business. Protecting their overseas shipments, prop-
erty, assets, employes is big, big business for insur-
ance carriers, banks, consultants and suppliers of
safety and security products and services.

If you offer overseas risk protection/products/ser-
vices-be sure to tell your story properly to Bl's
35,000-plus buyers, buying influences in the Inter-
national Issue !

Write or call collect for complete advertising details.

Pub/ishing: August 18,1969

Ad Closing: August 6,1969

to give you access every-other-Monday to the major buyers of employe, property and liability protection



tr!/ .U/-6.00 f,COU, U,6.., ..11. 0, 1...

Bankers bond revised 1969 Javits' pension bill 'Value' of Fortas

annuity' put at
with loan clause load prospects seen as aim $380,000 cash

NEW YORK-An optional loan- when the first bank does not -WASHINGTON-Pension ex- new bill and previous Javits ef- SAN FRANCISCO---The

participation insuring agreement, check the authenticity of the col- perts see very httle difference forts is :hat it would require 10 % "real value" of the financial

which calls for a 25% prerr ium lateral) be:ween Sen Jacob Javits' (R, vesting after six years' employ- arrangement that led to the

loading, has been added to the The ABA agreed to the addi- NY) recently-in trod uc ed 1969 ment and an increase of 10% per resignation of Supreme Court

standard bankers blanket bond tion of the loan-participation orrnibus private pension plan bill year in each of the next nine Justice Abe Fortas "sort of

form as the result of a four- year clause because the extent to ami the one he has introduced in years Previous bills called for got lost in the volurne of

effort by The Surety Assn of which banks engage in the prac- each of the past few years full vesting after 15 years words," according to local in-

America and the American Bank- tice required that they be insured. Snd they don't feel this one No hearings are expected on surance experts

ers Assn to hammer out a rex ised will get much farther in the 91st any pension matters on the Sen- "The real question," a
bond "WE WERE after coverage It Ccngress than ltS predecessors did ate side at least until next fall number of brokers pomt out,

.William F Owens, directcr of was up to the surety association to in past sessions Rep John Dent (D, Pa ), chair- is how much cold hard cash

the insurance and protective com- rate it When we see what the As with its predecessors, the man of the House labor subcom- it would take to obtain an

mittee of the ABA, told Busness losses are for this situation, then neii Javits bill would establish mittee, is however expected to insurance annuity that would
Insurance that his association and we'11 know whether or not the minimum Federal standards for open hearings soon on last year's pay $20,000 a year for life to
the banking industry as a whole rate is any good," Mr Owens ex- vesting, funding, reinsurance and amendments to the Welfare and a 59-year-old nnan and

have contended that language in plained portability of private pensions Pension Plan Disclosure Act continue the payments to a
the old blanket bond covered loan According to Mr Owens, the and would establish a Federal amendments, which deal with fi- surviving wife .
participation (the practice of one revised bond now has a check agency similar to the Secunties duciary responsibility It is ex- San Francisco insurance

bank to participate in a loan kiting exclusion, which he called and Exchange Commission to ad- pected he will also delve into such companies put a pnce tag as
made by another bank holding the "second most controversial is- minister these standards matters as vesting, funding, rein- high as $380,000 on a Joint
collateral securities for the loan, sue" in the revision rhe key difference between the surance, and portability sui vivor annuity which would

pay the same amount as al-
legedly existed in the ar-

rangement FoI tas had with

Floods Recede; Damage Expected in
Louis E Wolfson

"What's more," explains
one authority "all that money
would have to be put up all

for ' .mt,e w 1 pw *,
at one time instant cash'"
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The Insurance Buyer In A Seller's Market Even P&I club protection may
not meet government-imposed 11-
abillty, however A typical P&I

Catastrophes make headlines-and in- your costs. More than ever, the risk analysis pohcy says, "Underwriters hereon
have the privilege of tendering

creased losses for insurance underwriters. and control services of Alexander & immediate notice of cancellation m

the event of the U S Government

The combination of excessive losses and in- Alexander, Inc., make possible informed passing legislation affecting own-

er's rights of limitation and/or re-surance mergers has reduced the availabil- evaluations of loss prevention ard loss re- sponmbilities caused by oil and/or

ity of insurance and increased its cost. It has tention and their relative effects on insur- petroleum products cargoes " •

transformed the buyer's market of three ance costs.
years ago into a seller's market. Curtis...

An economically sound insurance program Continued from page 1

Exposures to loss which are eliminated or is the product of informed decisions based Kalodner There are conflicting
reports whether or not the Curtis

minimized can be dramatically reflected in upon dependable evaluations. estate directors stand behind Mr

Kalodner's union agreement
It was also learned that a group

ALEXANDER & ALEXANDER of 100 former Curtis employes,
most of whom went to Downe

Incorporated Communications as part of the
sale of two Curtis publications,

INSURANCE BROKERS are negotiating for a similar set-
tlement The gioup has not filed aConsulting Actuaries Average Adjusters suit, however

The employes did not get any
ATLANTA · BALTIMORE BOSTON CHICAGO CLARKSBURG LOS ANGELES MIAMI NEWARK pension payout as a result of the

NEW ORLEANS - NEW YDRK PARIS PHILADELPHIA · PITTSBURGH SAN FRANCISCO sale
ST LOUIS TULSA ASSOCIATED BROKERS THROUGHOUT THE FREE WORLD

ALEXANDER & ALEXANDER SERVICES LTD CALGARY EDMONTON MONTREAL TORONTO VANCOUVER
The agreement won by the un-

Affiliate ALEXANDER & ASSOCIATES. DALLAS HOUSTON
ion would also cover salaried em-

ployes at the printing facilities •



Sma// businessmen /ose $3 bi//ion

WASHINGTON-The small

businessman loses over $3 billion
dollars a year through crimes and
carelessness-most of which is

uninsured, according to Herbert
S. Denenberg, Harry J. Loman
Professor of Property and Liabili-
ty Insurance at the University of
Pennsylvania's Wharton School of
Finance and Commerce.

Studies conducted on behalf of

the Small Business Administra-

tion show that over one-third of

ghetto businesses and over one
half of ghetto retail establish-
ments report serious insurance
problems, Dr. Denenberg told the
Senate select committee on small

business.

Major complaints were cancel-
lation of policies in force; refusal
to renew policies at date of expi-
ration; accepting policies even
though it was less than the de-

:ired amount; and the necessity to
pay above the going rates for
Joverage.

ONE OF THE major problems,
according to Dr. Denenberg, is
that many businessmen view in-
surance as a substitute for preven-

tion techniques. Insurance compa-
nies often stress the loss preven-

tion aspects of their services and

Union cover

NEW YORK-A new coverage
to protect union trustees of pen-
sion and welfare funds was dis-

closed here by Frank 0. Watt, vp
of Mass Insurance Consultants &

Administrators.

Mass Insurance worked with

Aetna Casualty & Surety Co. to
develop trustee liability insurance
patterned after directors and offi-
cers liability, Mr. Watt said.

The new coverage came on
the market in September and has
been approved by the states and
purchased by rnore than 100
funds, he said. The policy covers
trustees of pension and welfare
funds and persons to whom the
trustees have delegated adminis-
trative functions for personal lia-
bility.

THE INSURANCE company

would pay all sums in suits
brought by an employe, a former
employe, a beneficiary, an attor-
ney or an organization for injury
caused by a negligent act, error or
omission. Fraud and dishonesty
normally covered by a fidelity
bond, are excluded.

The policies are written with
limits of $100,000 per claim and
$300,000 per year; $500,000/$1
million; or $1 million/$1 million.

Premium is based on the num-

ber of employes participating. The
minimum annual premiums for
plans with 2,500 or fewer em-
ployes are $42 for $100,-

000/$300,000 limits; $531 for

$500,000/$1 million and $555 for
$1 million/$1 million. The prem-
iums go up in proportion to the
number of participants.

There is a $500 deductible on
all claims, and coverage may be
extended to satellites such as sup-
plemental employe benefit funds,
vacation funds and apprentice-
training programs, Mr. Watt said.

Maryland reiects hike
Maryland Insurance Commis-

sioner Netton I. Steers Jr. has re-

jected a request from the Insur-
ance Rating Board for higher au-
tomobile liability and physical
damage insurance rates. The board
had wanted an average increase
of more than 39% for commercial
cars and garages.

are usually heard to play up their
loss control capabilities. In reality,
Dr. Denenberg charged, the indus-
try has failed to provide adequate
resources and impetus for preven-
tion work.

Dr. Denenberg contended that
it would be sound public policy to
enact legislation, such as the
Bank Protection Act of 1968, to
require businessmen to take rea-
sonable precautions to prevent
crime losses. Such legislation would

· simplify the problem of provid-
ing adequate crime insurance cov-

erage, he added.

But Dr. Denenberg said, insur-
ers have not written substantial

amounts of crime insurance and

the statistics produced have been

inadequate to provide enough data
to reduce crime losses. The indus-

try, testified Dr. Denenberg, has
shown little inclination to do basic

research in crime loss prevention.
The SBA insurance report rec-

ommended that the industry and
the Federal government establish
programs to develop new loss
prevention techniques. This infor-
mation, commented Dr. Denen-
berg, would be used to create
more accurate crime insurance

premium discounts.
IT WAS further recommended

that business, in consultation
with the Federal government,
should take steps to further unify
and consolidate statistical collec-

tion and prgcessing activities,

looking toward an eventual single
agency to collect data from all
insurers and to provide needed
experience information.

Othef steps, Dr. Denenberg said,

might include:
• State legislation requiring . a

specified percentage of the prem-
ium dollar be committed to loss

prevention work and research.
• State legislation requiring in-

surance companies to report an-

nually on the loss prevention im-
plications of their statistics, with

the information being made avail-
able to the small businessman.

• New and existing govern-
ment lending programs to make
loans for protective devices and
other loss prevention measures.

• State legislation regulating
insurance cornpany investments

to establish priority for loans
such as for safety devices.

The SBA insurance report, said

Dr. Denenberg, recommended that
the practice of calculating premi-

INSURANCE PORTFOLIO

f

um rates by counties be discon-

tinued. Risk of loss from crime

should be spread through the pre-
mium structure for an entire me-

tropolitan area, state or other ter-

ritory that represents a complete
social unit. •

Sweetlife benefits
A strike involving warehouse-

men and truck drivers at the

Sweetlife Food Co., Suffield,
Conn., has ended, union mem-

bers voting to accept essentially
the same contract they rejected
before start of the two-week ac-

tion. Provisions of the new

agreement include a $3 weekly
increase-to $10.30-by the com-
pany to each employe's health
and welfare benefits; a $2 weekly
increase-to $10-by the com-
pany to each employe's pension.

The new contract calls for a

$275 monthly pension for each
employe at age 60.

A Masterpiece Of Protection For You!
That's what your Gulf Agent can create for you with
Gulf's Insurance Portfolio. Here is a portfolio with a
complete spectrum of coverages coverages that your
Gulf Agent will mix and blend to form the protection
combination that is right for you. When he is finished

you'll have an original, a custom designed iilsurance
program that fits your needs exactly.
Don't wait! Call your Gulf Agent today! Let him begin
painting your masterpiece of insurance protection
with Gulf's Insurance Portfolio.

CV-- GULF INSURANCE
GROUP DALLAS, TEXAS

GULF SELECT ATANTIC

INSURANCE INSURANCE INSURANCE

COMPANY COMPANY COMPANY

GULF ATLANTIC WESTERN SECURITY

LIFE INSURANCE LIFE INSURANCE

COMPANY COMPANY



36/business insurance, June 9 1969

GATX...
Continued from page 13

ty-liability program was given

,gzanconcurrence ·by top management,
Both were satisfied with the re-
sults and have since used in:ur-
ance consulting services for spe-

cial problems.
One of these involved evaluat-

ing competitive quotations on a
package insurance program, one
of the most difficult insurance

products to assess. EBS was called
in again to assist in judging the
merit of competing proposals.

In such situations insurance ion-

sultants apply their knowledge cf
rates and market conditions, cover-
age provisions, insurance company
stability, company services and
other factors that .should be taken

into consideration in the purchase
of coverage, knowledge no individ-
ual insurance manager would pos-

Leonard Lippman

sess. Sometimes consultants are

called in simply to relieve insur-
ance departments of pressures from
competing brokers.

Mr. Lippman summarized his
experience with insurance con-
sulting services for Business In-
sur(mee this way: "In business, as
in life, it's hardest to know your-

Arthur H. Melzer

self. Living with an insurance
program, it becomes part of you
and you naturally feel that this is
the best program for your compa-
ny. GATX was pleased with our
consultants' findings that our in-
surance program is as modern
and functional as our newest tank

car." m

Who keeps this carrier's
insurance under controj ?
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BOrr, DALTON & CHURCH
Few insurance problems are as complex as those of the
trucking industry. For example...

Hemingway Transport serves every major city on the east-
ern seaboard. This means their insurance must comply
with I.C.C. regulations as well as the individual require-
ments of sixteen states. It must also satisfy thousands of
shippers of countless products, many of whom require
certification. As to the value of all cargo carried - it's
moving, constantly changing, and can't be totaled but
probably runs to many hundreds of millions.

Boit, Dalton & Church's planning and attention to detail
keeps this highly technical, complicated insurance program
under ccntrol - and functioning smoothly.

That's insurance in action !

BOIT, E
/TDALTON5
& CHURCH R
INSURANCE SINCE 1865

89 Broad Street, Boston
Massachusetts 02110

TELEPHONE 617-482-3100

Minneapolis ...
Continued from page 22

When we ceased investigating and
started packeting, the claims were
cut in half. I'd say that was pretty
dramatic."

Chief Dwyer related his experi-
ence with the insurance compa-
nies.

"WE MET WITH insurance
companies and made known our
plans. All they wanted was to be
kept up to date on all of the
information and statistics we

gathered. They agreed that it was
probably short-changing the

tax-paying public to have two of-
ficers spend an hour and a half
investigating a property-damage
accident, then another half-hour
writing a long report that sold to
an insurance adjuster for $2.

"We informed them that we

felt this was nonpolice function
since the reports were merely no-
tations of figures and little infor-
mation was admissable in court,"
Chief Dwyer said.

Many insurance companies were
concerned that "bandit" investiga-
tors might appear on the scene to
shoot pictures and make out some
sort of report. It did not happen.

"The so-called bandits would

have to be so well equipped and
staffed that their expenses would
prevent them from going in or
staying in business," Chief Dwyer
stated. "Minneapolis is so spread
out that covering the city would
take several cars and lots of luck.
I doubt if anyone is foolish enough
to try."

WITH THE TRAFFIC division
dissolved, 75 men were sent to
the western half of the city to
beef up high-crirne areas. Mr.
Dwyer flatly stated that the de-
creasing crime rate in the city is
due to the additional manpower
-but not in the sense that mere
numbers of policemen mean less
crirne.

"The aim of the additional de-
ployment was not just numbers.
It was planned to cut down the
response time from call for help
to policemen actually at the
scene. We hope to keep this re-
sponse time to two minutes.

"Another part of that calculat-

ed risk is exposure of officers. I
predicted with the reorganization
that more officers would be get-
ting into gun battles. That be-
came a fact of police life almost
immediately. Officers arrive at
the crime scene before criminals
have time to clear out. In the first
six months of this short-time re-

sponse, one officer has been shot
to death. One burglar and one
stick-up mAn were killed in gun
battles," he disclosed.

The Minneapolis police chief
feels strongly enough about his
concept to send details to at least
25 cities across the country which
inquired about the new setup.

"It will always depend upon
their local situations." Chief

Dwyer said, "but there is really
no reason why with planning and
the courage to take that calculat-
ed risk any major city cannot
solve some of its manpower
shortages by reorganization. It
might even cure some of its citi-
zens of a little larceny." •

London /me ...
Continued from page 18

cases. But they plan to attract
new customers by making compa-
ny group schemes, in which em-
ployes benefit, more attractive.
Discounts of more than 30% will
be offered on the standard rate

for big corporations. Britain has a
nationwide health and medical
facility run by the government
which covers free hospitalisation.
But there are several insurance

groups who offer extra-care ben-
efits, such as private nursing
home treatment, to give "fringe"
protection for people who do not
want to use government-run hos-
pitals.

***

Fire and riot cover for U. S.
urban areas is reported by Gen-
eral Accident Fire and Life Cor-
poration, of Perth (Scotland), in
its latest world survey, to be: "A
continuing problem which has
been helped, but not satisfactorily
resolved, either by Federal riot re-
insurance or by the 'FAIR plan.' "
The corporation looks for better
results from increased automobile
insurance rates which it has in-
troduced for auto cover in some
states. .

Unbiased*
EBS RISK MANAGEMENT analysis of your corporate in-

surance and risk management programs or problems-domestic
or foreign-will give you an unbiased professional viewpoint.
Recommendations seek optimum protection from risk exposures
at minimum expense to the corporation.

EBS maintains the country's largest group of risk man-
agement specialists engaged solely in consulting and advisory
services to company officials. These experts are respected and
experienced. Their evaluations are competent, independent, un-
biased. Their services are designed to consider all areas through
specific or continuous audits or advisory studies. Their assistance
is available from offices nation-wide.

< EBS Provides Unbiased Studies. No Insurance Sold.
EBS MANAGEMENT CONSULTANTS INCORPORATED

A Subsidiary of Ebasco industries, inc.
NEW YORK CHICAGO SAN FRANCISCO

100 Church Street 100 S. Wacker Drive 44 Montgomery Street
New York, New York 10007 Chicago, Illinois 60606 San Francisco, Calif.

(212) 425-0500 (312) Fl 6-3438 (415) YU 2-3463

WASHINGTON DALLAS CLEVELAND
1225 Conn. Avenue, N. W. 211 N. Ervay Street 21330 Center Ridge Road
Washington, D. C. 20036 Dallas, Texas 75201 Rocky River, Ohio 44116

(202) 293-1950 (214) RI 7-3533 (216) 333 7350
MEMBERS OF ASSOCIATION OF CONSULTING MANAGEMENT ENGINEERS, INC.



By ALLEN M. WIDEM

HARTFORD-Unlicensed Out-

of-state insurance companies

doing business in Connecticut,
mainly through mail orders,
would be brought under state in-
surance department control for
the first time through provisions
of a measure approved by the
State Legislative Insurance Com-
mittee.

The measure--senate bill 287

-got support from State Insur-
ance Commissioner William R.

Cotter.

Each of the unlicensed compa-
nies-including Lloyd's of London
-would have to pay a 3% gross-
premium tax on all policies writ-
ten in Connecticut. (This is the

same tax applied to all licensed
firms.)

A STATE insurance department

spokesman remarked that "no-
body has any idea" as to how

much the premium tax on unli-
censed firms would yield in state
incorne.

Up to the present time, there
has been no record of the insur-

ance policies sold in Connecticut
by the unlicensed out-of-state

companies.
The proposed bill specifies that

each of the unlicensed companies
must file a statement with the

Connecticut insurance department
on Connecticut sales and then pay
a 3 % gross-premium tax on such
transactions.

Failure to file would result in

state superior court action by the
state insurance department. Also

figuring in legal moves would be
the state's attorney general.

Foam used

to extricate

runaway train
MECHANICSVILLE, N.Y.-A

tank car filled with volatile liq-
uid propane gas was pulled from
its resting place in the showroom
and service area of a new-car

dealership in this industrial city
on the Hudson River.

The tanker was one of 54 cars
that broke loose earlier in the

day from a Boston & Maine Rail-
road staging area about two
miles away.

Five of the cars, including the
tanker, careened through a re-
taining rail. The gas-laden car
continued across a street and

through a cement block wall be-
fore coming to rest against a
hoist in the automotive concern.

Four diesel engines were used
to haul the wayward tanker
from its resting place.

Prior to the removal opera-
tion, the accident site was cov-
ered with a thick coat of a foam

fire-fighting material. The foam
was as thick as three feet in some

places.
The Clements dealership was

housed in a former railroad sta-
tion.

The errant tank car contained
nearly 33,000 gallons of liquified
propane, a railroad investigator
said.

The railroad cars that broke
away rolled on a downhill grade
before finally coming to rest.

No injuries were reported. •

Actuary opens
J. Ross Hanson has formed his

own consulting actuary service
for variable annuities and life in
surance at 810 18th St., N.W.,
suite 209, Washington, D. C.

At a state capitol hearing on
the bill, spokesmen for United
Aircraft Corp., largest industrial
employer in Connecticut ( some
80,000 on the payroll), and other
sizable manufacturing interests
that have dealt directly with com-
panies unlicensed to service in-
surance in Connecticut urged "an
industrial exemption."

AN INSURANCE committee

spokesman told Business InauT-
ance that the bill grants this "in-
dustrial exemption for nonprofit
educational insurance company
policies sold in Connecticut."

( These nonprofit policies are
purchased by instructors and the
like in the educational field.)

The 3% premium tax, however,

Washington unit gets
extra insurance funds

OLYMPIA-Most Wash-

ington State agencies had
their appropriations cut as
requested by the governor.

One exception was Insur-
ance Commissioner Karl V.

Herrmann, who received
$417,000 more than requested
for a total of $2.58 million.

The additional funds are to

administer a bill passed by
the recent 41st legislature
bringing health-care contrac-
tors under the insurance

commissioner, to expand con-
sumer-protection activities

and to "beef up" the state
fire marshal's office.

would have to be paid by the
firms writing policies under the
industrial and nonprofit educa-
tional exemptions. m
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Mass. senate blocks
'strike benefits' action

BOSTON-Another effort by
Massachusetts labor interests to

gain unemployment compensa-
tion for workers during labor-
management disputes has been
stymied-at least temporarily-
in the state legislature.

A senate roll-call vote of 19-17

was recorded against advancing
to a third reading legislation that
would make workers involved in

plant lockouts eligible to draw
state unemployment benefits.

The proposed measure is spon-
sored by Senator Mario Umana
(D., Boston) who contends that
the action is not intended as "a
strike-benefit bill."

He emphasized that it will not
provide unemployment benefits
to workers on strike as written.
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But opposing senators re-

marked that it was merely a dis-
guised strike-benefit bill.

Senate President Maurice A.

Donahue (D., Holyoke), among
Mr. Umana's supporters, cited a

lockout staged by a food store
chain after a wage-dispute strike.

"All the people in Connecticut
that were locked out were able

to collect unemployment com-
pensation," he said, "but the peo-
ple in Massachusetts couldn't."

Senator David H. Locke (R.,
Wellesley) called the Umana bill
a strike benefit "no matter how

you dress it up. If this bill is
passed this year, strike benefits
will be here next year and make
no mistake about it." •
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Solid security at warehouses cuts losses
CHICAGO-SeDurity heads 03

two corporations that depend ori
large warehouse inventories dis-
cussed the interplay of insurance
and security measures in their
protection programs and the re-
sultant improved loss-ratio at the
International Security Conference
here.

Spiegel Inc. takes a $50,000 de-
ductible on its $1 million-limit em-
ploye-theft and holdup coverage:
which is handled by Continental
Casualty Co. J. M. Kneafsey, Spie-
gel's protection superintendent and
a speaker at the conference, told
Business Insurance· that for th E
past five years the carporation has
maintained a shrinkage on total
sales of only one-half of 1%.In
1968 Spiegel reported net sales d
$320,248,000.

Pacific Indemnity las been

a Multiple Line insurer for many years.
More important: each and every class
of coverage is handled by specialists at PI.
They are experts in their fields
so that PI contracts can be

especially designed to fit

the precise needs of insureds.

PAC I FIC
INDEMNITY
GROUP

jf

'li

Pacific Indemnity Co. Texas Pacific Indemnity Co.
Northwestern Pacific Indemnity Co.

Affiliated with FEDERAL INSURANCE CC·MPANY through THE CHUBB CORPORATION

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

NOW
TRY

FAULTIPLE

LINES

"We don't measure shrinkage
as a retail company would," said
speaker J. Kirk Barefoot, director
of security for Foremost-Me-
Kesson Inc. in New York.

PRIOR TO the 1967 merger of
Foremost Foods and McKesson &
Robbins Inc., it was estimated
that losses due to theft amounted
to $200,000 to $250,000 a year
based on a sales volume that had

passed :he $1 billion mark. This
was an improvement over a 1959
McKesson & Robbins report of $1
million in theft losses on a $600
million sales volume.

Hartford Accident and Indem-
nity Co. handles the corporation's
single bond with a $5 million lim-
it.

Mr. Kneafsey said that the 25
Spiegel warehouses in Chicago
are protected by a security force
of 125 people, 88 of whom are
full-time uniformed guards watch-
ing goods stored on 6 million
square feet of warehouse space.

The warehouses are guarded 24
hours a day, seven days a week.
Alarms protect the areas in which
jewelry and firearms are stored.

THE SPIEGEL protection su-
perintendent said that not long
ago the company had some prob-
lems with the theft of firearms.
Because of the nature of the
thefts, which Mr. Kneafsey de-
scribed as "embarrassing," securi-
ty guards now escort shipments
of guns from the loading dock to
a feneed-in and locked area where
they are stored. High-priced gems
are handled the same way.

Among the security precautions
at Spiegel's warehouses are these:

• Ali receiving stamps are
purchased by the protection-secu-
rity department. They are num-
bered and handed out and period-
ically recalled for security checks.

• Label authorization stamps
are also issued and picked up pe-
riodically by the same depart-
ment.

• A cadre of investigators has
been hired and trained to go into
any area of Spiegel's operation.
As Mr. Kneafsey put it, "We do a

Man receives

$10,000 for
relocation

CALGARY-The Alberta su-
preme court awarded a 40-year
old man $10,000 for expenses in-
curred when his employer de-
cided to cut down on overhead
costs by firing him.

Henry W. Vos, an assistant
branch manager with the Foun-
dation Mortgage Corp., Ltd., told
the court he reluctantly sold his
property in Calgary and moved
to Red Deer on orders from his

employer.

IN MAY 1967, the assets and
property of Foundation Mort-
gage were transferred to Secu-
rity Trust Co. Ltd. Mr. Voss con-
tinued working for the new com-
pany.

Then in 1968, Mr. Vos said, a
Security vp informed him that
there was to be a substantial re-
duction in fixed overhead, which
would include elimination of his
position.

Mr. Vos said he stopped work-
ing Feb. 29, 1968, and began
searching, without success, for a
job in Calgary or Edmonton.

Mr. Justice H. W. Rilef
awarded Mr. Vos $10,000 to cover
expenses in finding a job, reloca-
tion expenses and the losses in-
curred in moving to Red Deer. •

lot of prevention work and if that
doesn't work, we investigate."

Those and other security meas-
ures are not a secret at Spiegel-
although the rank-and-file does
not know about the authorized

stamp changes. Spiegel's employe
handbook lists all the causes for

dismissal due to security viola-
tions.

MR. KNEAFSEY'S protection
department is part of the compa-
ny's operating division, but he
said he works with all facets of

the financial division, including
insurance problems.

At Foremost-McKesson there

are five regional security officers
and the same number of investi-

gators. Mr. Barefoot works closely
with the insurance department.

The security director believes
the corporation's good theft re-
ord is the result of a program
that began in 1954 with the insti-
tution cf polygraph testing when
hiring employes for merchandise-
and money-handling jobs. Mr.
Barefoo: is the chairman of the

board cd the American Polygraph
Assn.

Also instituted was an aggres-
sive investigative effort to route
out entrenched company theives.

THE THIRD step in the pro-
gram was summed up by Mr.
Barefoo:, "Temptation is ever
present and management has an
obligation to help honest em-
ployes remain honest by throwing
up 'road blocks' or controls to
reduce the opportunity for theft."

One of these controls is accom-

plished by not permitting office
personnel to enter warehouses
where merchandise is stored. This

also eliminates running a security
check on them during the inter-
view stage.

American Sunmark Co., owned
by Foremost-McKesson, reduced
the problem of theft of goods in
transit from Japan to the U.S. by
switching the labeling of contain-
ers from words to a number code.

The corporation's various divi-
sions, totaling 237 locations and
17,000 employes nationwide, oper-
ate au:onomously by absorbing
the first $2,500 of the $5,000 de-
ductible on the fiduciary bond for
their own losses. A self-insurance

What can CPC

do for your
EMPLOYEE
BENEFITS

Program?
Design-Simplify-

Improve ...
Develop at lowest possible cost
plans that deal with an employer&
involvement in the areas of em.
ployee and industrial relations.

fund is maintained by the corpo-
ration to handle the deductible.
"Sometimes we don't even put in
a claim if we think it will drive

the premium up," Mr. Barefoot
said. "What you end up doing if
you're not careful is just trading
dollars."

The largest warehouse main-
tains a staff of 100 and the small-
est has approximately 25, he said.
R. W. apHugh, corporate in-
surance manager, told Business
Insurance that losses were so low
it was impossible to see if any
pattern or higher incidence of
theft had ever emerged in a
specific division. Only two of
their locations even use uniformed
guards, the security director point-
ed out. •

SARASOHN
AND COMPANY

PUBLIC ADJUSTERS

 CONVENIENTOFFICES

East Orange, New Jersey (Home Office)
85 S. Harrison Street (201) 675-1400

New York, New York
347 5th Avenue (212) WH 4-3337

Bridgeport, Conn.
(Tri State Adjustment Service Co.)

27 Post Office Arcade (203) 333-5555

Newhurgh, New York
231 liberty Street (914) 562-9420

San Juan, Puerto Rico
1700 Ashford Avenue 722-5977

No. Miami, Fla.
16924 N.E. 19th Ave. (305) 945-6338

Memphis, Tenn.
(Roddy and Sarasohn, Inc,)

651 South Cooper St (901) 274-2305

Scranton, Pa.

129 N. Washington Ave. (717} 342-8230

Kansas City, Mo.
10th & Walnut Streets (816) 421-7070
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Contingencies
of Employment

Corporate Policyholders Counsel, Inc. is not an agency or brokerage;
we do not sell insurance. We do provide professional insurance
and employee benefits specialists, well qualified to analyze plan
design and financial results achieved; coordinate all segments of
a fringe benefit and employee communication program; and elimi-
nate over-lapping of statutory and non-statutory benefits.

We will help you make certain your program develops maxi-
mum values for every dollar invested in the well being of your
employees!

CORPORATE POLICYHOLOERS COUNSEL, INC.
20 North Wacker Drive • Chicago 60606 • Phone 312 - 372-8225

Ask for Robert O'Meara. or write for Brochure 8- 100

 DORPORAH POLIOYHOLDERS COUNSEL,INO.Independent Consultants / Insurance and Employee Benefits



Pension plans called maior issue
in Plywood-Champion merger
NEW YORK-Pensions were

the most important problem to
solve in the merger of U. S. Ply-

wood and Champion Papers in
1967, according to Harold L. Hud-

son, employe benefits manager of
U. S. Plywood Champion Papers
Inc.

As a result of a study, which
took more than two years, Mr.
Hudson told the American Man-

agement Assn. spring employe
benefits conference, a uniform re-
tirement prograrn for salaried

employes evolved out of three
very different pension prograrns.
The third plan belonged to Drexel
Enterprises, which was acquired
in July, 1968.

The combined plan will go into
effect in September. A study of
hourly employe benefits has not
yet begun.

MR. HUDSON said that a mor-

atorium was called on company
benefits changes and no changes
were made until the full-scale

study was completed. In addition
to Mr. Hudson's staff, three out-
side consulting firms were called
in to help with the study.

The personnel department cre-
ated a philosophy and a direction,
Mr. Hudson commented, recogniz-
ing the differences in each com-
pany and their respective indus-
try, that they did not represent
the same return on capital or in-
vestment and that both practical

and philosophic problems were
involved.

For example, two of the plans
determined retirement benefits on

a career-average basis; the third
was on a final pay basis. One of
the companies had a deferred
profit-sharing plan.

In addition, Plywood Champion
has acquired a number of lumber
camps and paper mills, adding
more than 60 additional pension
plans, each with different methods
of funding, Mr. Hudson said.
These have not been merged into
Plywood Champion, he said, and
the benefits plans have not been
integrated either.

MR. HUDSON described the

problems of implementing an
electronic data processing system
with employe benefit programs.
He said that those who warn

against permitting management
information departments to or-
ganize a personal system are cor-
rect.

"We had the largest system of
its type ever assembled," Mr.
Hudsom commented, "and it just
did not work." The job was then
put back into the hands of the
personnel department and the
company is now working toward
a centralized benefits plan.

$80 million
NEW YORK-Insured riot loss-

es in 1968 totaled $80 million, ac-
cording to the American Insurance
Assn. Losses for 24 "serial" catas-

trophes during 1968 totaled $209
million.

The AIA said that 9,400 loss
reports in 361 cities and 37 states
and the District of Columbia were
included in the riot-loss estimate.

In 1967, riot losses were estimated
at $70 million.

Serial catastrophes are large
hurricanes or other natural dis-

turbances recorded by AIA com-
mittees. •

Some of the· benefits under

study for revamping include med-
ical, life, disability, long-term
disability, travel, direct compen-
sation, pension, 24-hour accident
and dread disease.

He said that before any compa-
ny considers switching its self-in-
surance and self-administered

benefits programs, the additional
burden on the EDP system must
be considered. Champion is self-
insured except for its life insurance
program for salaried employes, and
U. S. Plywood and Drexel are bas-
ically insured by outside carriers.

AT THE SAME seminar, Wil-
liam M. Hendry, supervisor of
benefits administration for Gener-

al Foods Corp., discussed employe
benefits and EDP at his firm.

General Foods has five products
divisions, 20,000 U. S. employes,
44 unions, 60 plants and offices
and 25 payroll offices.

The General Foods benefits are

essentially uniform for hourly and
salaried employes, but with seven
dental plans.

Life insurance is two times pay
with long-term disability, a basic
medical plan plus major medical,
accidental death and dismember-

ment at two times pay and a re-
tirement plan with career pay
benefit with minimum final pay
formula.

There is a contributory thrift
plan with the employe allotting

between 2% and 10% of pay and
the company contributing a mini-
murn of 30¢ for each dollar of

employe contributions. The invest-
ment choices are General Foods

stock, a diversified fund or gov-
ernment bonds.

PARTICIPATION in these plans
are as follows: medical 94 %, life

insurance 87%, retirement 81%,
accidental death and dismember-

ment 73% and thrift plan 40%.
General Foods first ventured in

EDP in 1959; before this insur-
ance carriers maintained records

and calculated the benefits. In

1959, the pension trust decided to
self-administer and thus had to
maintain its own records and cal-
culate its own benefits.

The payroll offices send in
rnonthly reports on new partici-
pants, transfers, terminations,
deaths and retirements. An at-

tached enrollment card supplies
basic data on Social Security

number, sex, birth date, employ-
ment dates and monthly contribu-
tions.

EDP is used in the planning
and development stage and costs
for this data to supply to the
carrier to develop costs. For the
retirement plan the actuary de-
velops additional liabilities from
basic data supplied by the data
processing center.

In benefits administration, EDP
calculates retirement termination
and death benefits under the re-

tirement plan, supplies renewal
data for the insurer, updates act-
uarial data on retirement partici-
pants, prepares 2,100 rnonthly pen-
sion checks, supplies forms to
report taxable income on each
retiree and prepares an annual
computer report showing stake in
the benefit plans, accrued money
in retirement plan and the pro-
jected contributions and benefits
to age 65 along with group life
medical and accidental death and

dismemberment coverages.

Your Employee Benefits Program
Can Be Money Down the Drain
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...unless your employees know about it
You have too large a stake in your employee benefits program... and so do your

- personnel...to endanger its value through poor communications.

It's nolonger enough to providethe benefits. Employees must be told about them. And the language has to be
simple-specific-and individually related to each person receiving the information.

Halltech Reports fill thit need.

Clear, concise, computer-based reports... individually drawn for each employee...
Halltech Reports tell each of them exactly where he stands on a dollar-and-cents level in your program. -,526

They help to realize the return you deserve on your employeu benefits investment. h.#FirizzE=*-May we show you how they work?

Write for samples and HALLTECH ASSOCIATES
descriptive literature.

A Joint Venture of Frank B. Hall & Co, and EDP Technology,Inc.
67 WALL STREET NEW YORK, N.Y. 10005 (212) 944-3300

Available through the Frank B. Hall & Co. offices in: San Francisco, Los Angeles, Honolulu
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Eye choice of benefits-from cars
to stock-as 'motivational bang'

NEW YORK - Clifford L.
Sherran, Sybron Corp. vp, pre-
sented the supermarket compen-
sation concept that would bring
benefits and pay in every form
from Cadillacs to phantom
shares of company stock a. one
way of getting "a bigger mctiva-
tional bang for the buck."

Speaking at the American
Management Assn. spring con-
fernece on employe benefits
here, along with Harvey J. Saf-
feir of Towers, Perrin, Forster &
Crosby, Mr. Sherran unfolded a
program that might well be the
last word, to date, on freedom of
choice.

The supermarket concept, in
its most ideal form, would bring

compensation to everyone from
hourly blue-collar workers to
board members in items selected
from a large array of benefits
sold at "the company store."

While industry today offers
impressive programs in the in-
centive area-from pension and
welfare benefits to training pro-
grams and paid foreign travel-
these programs are individually
administered and fragmented, he
said.

IN ORDER to maximize im-
pact and increase administrative
efficiency industry now needs to
adopt a concept of total compen-
sation with benefits consolidated
into one package with central-
ized planning and administra-

tion, Mr. Sherran said.
The centralized supermarket

concept, operating in conformity
with free marketing principles,
would put compensation on a
marketing basis rather than the
product basis now used, Mr.
Sherran said.

In a totally free market, em-
ployes would receive their total
cash and benefits compensation
in cash to spend as they wished,
but for several reasons manage-
ment cannot go quite this far.
The government requires income
and other tax deductions, some
holidays are statutory, he said.
Vacations are needed for health,
and group plans require mini-
mum participation.

let's
talk to
each
other

How seldom people really talk to each other.
And yet, that's what makes the Inter-Ocean Life Line work.

How come you guys have such a great thing
going with so many producers, and I can't
get to first base?" A broker fired this question
at one of. the Inter-Ocean brass not long ago.
The answer was simple: "Because we talk to
each other.

It's tough to get on the same wave length
with the home office when you don't talk.
Letters won't do it. And tackling the structured
bureaucracy of the giants can be like shouting
down a well.

Sinter.ocean

BUT WORKING within these
limitations, after legally re-
quired deductions and minimum
group benefits, each employe
could decide how much of his
total compensation he wanted to
spend on salary, deferred conn-
pensation, social clubs, vacations
and other items.

One item management might
be thinking about putting on the
shelves of the company store
could be automobiles. The cars
could be offered at a reduced
price if management stocked up
on a bulk basis and,offered them
through a group auto-purchase
plan, and employes could realize
the additional savings of buying
the cars with pre-tax dollars.

The supermarket compensa-
tion plan, as seen by Mr. Sher-
ran, would result in a wide vari-
ety of purchasing patterns based
on age, sex, number of children,
position held and other factors.
It would work to fulfill the real

Straight talk-straight between you and the
Inter-Ocean decision makers-gets you posi-
tive action. Whether your need is Life, Health.
Franchise or Group. A little straight talk will
turn up a surprisingly aggressive underwriting
policy. too!

You know, if more people said. "Let's talk
to each other", .his old world would be a
happier place. Ours is.

Inter-Ocean Insurance Co.. Cincinnati, 0. 45206.

5/5/751-2222

Stewart Murray: one of oar best Zisteners. Call him.
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central planning office.

his firm was offering clients on
these items.

about 10% of a family's medical
expenses. Dental coverage is be-

spread demand in union contrac-
tual negotiations, Mr. Saffeir

said.

ing coverage for preventive and
basic routine care could cost an
employer about $4.50 a month
for each employe and $7.50 a
month for dependents. This
normally does not include ortho-
donture or other complicated
procedures.

Some major medical plans in-
clude a dental-care program, and
in that case the cost is brought
down to an additional $1 a month
for employes and $1.50 a month
for dependents, with a $100 de-
ductible.

TOWERS, PERRIN warns
clients that the dental program is
costly and advises those compa-
nies with already strong compre-
hensive medical programs that it
is probably unnecessary to add
this coverage, he said.

Some unions have proposed
vision-care coverage to take up
the costs of routine eye examina-
tions and prescription glasses
now excluded from most stan-
dard medical plans, Mr. Saffeir
said.

This coverage would cost an
employer roughly $1.50 a month
for an employe and $2.50 for de-
pendents. It is a benefit that vir-
tually no employer plans and
very few union plans provide,
Mr. Saffeir said.

There is some current interest
in coverage for out-of-hospital
prescription drugs, but adminis-
trative costs are high in relation
to benefits provided, and Towers,
Perrin is ndw advising clients
that prescription drug is proba-
bly not necessary at this time,
Mr. Saffeir said.

MOST PRESCRIPTION plans
have a deductible, which might
be in the form of a maximum of
roughly $2 for each prescription
or of a $10-per-person maximum
for a six-month period, Mr. Saf-
feir said.

With a $2 deductible for each
prescription, the cost would
come to $1.25 a month for em-
ployes and $2 a month for de-
pendents. Without a deductible,
the cost goes up to $2.50 a month
for employes and $4 for depen-
dents.

In preventive care, few com-
panies have liberalized group
coverage to include outpatient
care, although outside of group
such things as pre-employment
physicals and annual medical
exams, at least for the senior
people, are being done, Mr. Saf-
feir said.

In the surgical areas, a move is
being made away from schedules
of surgical costs to the more
flexible "reasonable and cus-
tomary charges."

Some of the larger unions
have won agreements with this
provision, Mr. SafTeir said, push-
ing up the number of workers
covered by "reasonable and cus-
tomary" as high as one in 10 Mr.
Saffeir said.

Towers, Perrin has been slow
to recommend the switch to

"reasonable and customary" be-
cause of its newness and cost im-
plications and generally advises
clients that there is no need right
now to rush into this coverage,
Mr. Saffeir said. •



NEW YORK-Georgia-Pacific

Corp. could save up to $2.5 mil-
lion over the 50-year life of its
new headquarters building be-
cause it installed automatic sprin-
klers.

This was the contention of Rich-

ard E. Ritz, associate partner in
the architectural firm of Skid-

more, Owings & Merrill, Portland,
Ore., who termed "startling" find-
ings that resulted in complete
sprinklering of G-P's office tower
under construction in Portland.

Mr. Ritz noted that when origi-
nal construction of an office tower

includes a sprinkler system the
cost is completely offset by con-
struction savings, and the annual
gain from insurance premium sav-
ings and additional rental brings
in at least $50,000 annually.

RENTAL AREA, explained Mr.
Ritz, can be a profitable 85 %,
because lessspace is taken up by
stair and access areas-including
the loop corridor usually required
in high-rise office buildings.

Savings in construction costs
result from better arrangement of
these and other items and doing
away with others, Mr. Ritz told
the 73d annual meeting of Nation-
al Fire Protection Assn.

Design of the prototype Geor-
gia-Pacific high-rise pivots around
a central core floor plan with com-
pletely modular rental space, Mr.
Ritz said. This design left arch-
itects with the major problem of

devising a simple, economical
method of locating sprinkler heads

to fit varying partition require-
ments, the NFPA meeting was told.

The solution permits location of
a sprinkler head at any one, of the
four sides of each module grid.

Each grid is complete with light
fixture and with supply or ex-
haust grille for air conditioning in
the ceiling, and with outlets for
electrical and telephone service
on the floor.

THIS FOUR-SIDED arrange-
ment makes 912 possible locations

of heads per floor in the modular
area-six times as many possibili-
ties as will probably be used at

any one time,- according to Mr.
Ritz.

The need for sprinkler systems
in high-rises has become acute,
the architect stated, because of
the considerable number of fires

in recent years at such locations,

with major property losses and
some loss of life.

"A large percentage of these

losses brought out the inability of
fire departments to combat fire
easily and carry out rescue work
above the reach of truck-mounted

aerial equipment," Mr. Ritz said.
At another session of the

NFPA, a British aviation fire

safety expert contended that "light
water" can be twice as effective

as foam in controlling aircraft
fires, but foam is better at pre-
venting a recurrence of the blaze.

TESTS INVOLVING light wa-
ter and fcams were summarized

by Philip Nash, head of the extin-

guishing materials and equipment
section of Britain's Fire Research

Organization.
Mr. Nash said that when two

types of foam were applied during
simulated aircraft fire conditions,
light water was about 1.5 to two
times as effective as regular pro-
tein foams in terms of the quanti-
ty of solution required to control
the fire.

In-plant drug abuse:
fight now or pay later

PHILADELPHIA-Corporate
executives should take steps to

deal with the growing problem of
drug abuse by employes before
the situation becomes a new fac-

tor in risk evaluation, Frank E.
Bird, director of corporate safety
and security for Insurance Co. of

North America, told Business
Insurance.

Although insurers do not con-

sider employe drug abuse critical
today, there are published reports
that three out of every four
plants with 50 or more employes
may have a drug abuse problem,
Mr. Bird said.

A tight labor market and 25%
to 40 % of the entire industrial
work force involved in "moon-

lighting" are two factors that
have contributed to what the

safety and security expert called
"lower employment standards."
The lower standards in some in-

dustries have increased the likeli-

hood of drug abuse in the indus-
trial envircnment, according to
Mr. Bird.

AN EQUALLY important fae-

tor contributing to employe drug
abuse in some industries is the

ages of the workers. Mr. Bird said
that younger employes, between
the ages of 20 and 30, present the
greatest drug problems.

The INA safety and security
director cautioned that GI's who
have served in the war in Viet-

nam may require a special pre-
employment physical examination
to determine whether or not they
use drugs. He cited another pub-
lished report that said 60 % of all
GIs with Asiatic service use drugs.

The drug problem in industry
extends beyond the "hard" and

"soft" drugs (opiates as opposed
to marijuana), Mr. Bird said.

"Many people take nonprescrip-
tion drugs, which clearly have
warnings printed on the labels,

then go out and operate heavy
equipment in industry," he added.

This area, the misuse and abuse

of nonprescription drugs, is one
industry should help combat by
publicizing the hazards of non-

prescription drugs, according to
Mr. Bird.

Other ways corporate manage-
ment can deal with the drug
abuse problem by employes are:

• Alert the plant doctor or
those who administer preemploy-
ment physicals.

• Check prospective employes'

police records.
• Collect a good library on

drugs and publicize the hazards
of their misuse.

• Administer tests of drug ad-

diction. .

Riot fund meetings
A committee of insurance in-

dustry representatives has been
holding a series of meetings in
Sacramento with California Fi-

nance Director Casper Weinber-
ger to explore possibilities of ob-
taining $30 million of general
fund money as a "state layer of
reinsurance" under the Federal
riot reinsurance act. End result

of the meetings was a decision
that such state expenditures
could not legally be made. If
such a reinsurance layer is to be
established it will, therefore,
have to come from industry as-
sessment or additional charges
to policyholders.

On the other hand, Mr. Nash
said, "resistance of light water
foam to re-establishment of the

fire was much less than that of

the protein foams, once a signifi-
cant area of fire was burning."

He pointed out that effective

rescue operations during aircraft
fires can only proceed when the
fire is reduced to a low level and

is safe from reflashing. "As the
fire-fighting agent has to be car-
ried to the scene of the fire, it i
therefore essential that it has a

high weight effectiveness in sub-
duing the fire and in preventing
its recurrence," Mr. Nash stressed.

ANOTHER aviation expert-
this one frorn the Federal Avia -

tion Administration-told the

NFPA gathering that airplane
fires and experimental fire tests
of cabin interior materials indi-

cate a need for limiting smoke and
gases produced from burning ma-
terials and also limiting ignition
hazards.

Charles M. Middlesworth, in
charge of fire testing at the na-
ticnal aviation facilities experi-
mental center near Atlantic City,
pointed out that burning materials
slcw escape, limit survival time
and injure occupants from high
temperatures or flames and by
creating low visibility from smoke,
from the possibility of flash fire
and from toxic products of com-
bustion.

Mr. Middlesworth noted that

chemical treatment of materials

to reduce flammability may in-
crease the amount of smoke given

off. He also said that heating up
or burning certain materials may
release unburned gases that mix

with air and produce a highly
combustible gas mixture.

How to hateh *
an employee
benefit
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laying
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in one

basket
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Members of the industrial fire

protection section of NFPA elect-
ed John R. Corcoran, fire protec-
tion enginudf at Niagara-M6hhwk
Power Corp., Syracuse, N. Y., as
chairman. Other. new 6fficers of

the NFPA industrial section are

William S. Murray Jr., directot of
fire protection, Goodall Rubber

Co., Trenton, N. J., vice chair-
man; and J. Ward Bush, manager
of security, Caterpillar Tractor Co.,
Peoria, Ill., secretary.

Elmer C. Reske, manager of the
Illinois Property Insurance Place-

ment Facility, Chicago, was re-
elected president of NFPA. Other
NFPA officers reelected are vps
John J. Ahern, director of securi-
ty, General Motors Corp., Detroit,
and Elmer O. Mattocks of Port

Washington, N. Y.; Secretary-
Treasurer Frank J. Fee Jr., presi-
dent of Reliable Automatic Sprin-
kler Co., Mt. Vernon, N. Y.; and

chairman of the board, Loren S.
Bush, Fire Protection Consultant,
Oakland, Calif. •

It doesn't take an egghead to know that a worth-
while, sustaining employee benefit program
begins with an awareness of what's available in

the market.

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

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

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

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

 NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

BOX 20• MINNEAPOLIS. MINNESOTA 55440



Court gives miner union pension
WASHINGTON-The United

Mine Workers of America

(UMW) was wrong in denying a
trust fund pension to a miner be-
cause he had not worked in mine

covered by the trust for one year
immediately preceding his retire-
ment, the U. S District Court for
the District of Columbia has
ruled.

A miner had met the other
pension requirements cf being
fifty-five years old and having
worked 20 years in the coal in-
dustry. UMW, however, rej ected
his application because of a :hird
requirement that he must nave
ceased work in the industry im-
mediately following regular em-
ployment for a period of at least
one full year as an employe of an
employer who was a signator to

everything for
data processing

. .. except the computer

PROTECT VITAL EDP

RECORDS FROM FIRE

Wright Line Data Bank Safes carry the UL
150°-2 hr. label for safe storage of EDP
records on magnetic tape or disk pacKs.
In conventional metal cabinets or vaults
even a minor fire can cause temperature
and humidity to go high enougt to cause
total or partial loss of infcrma-.ion.
Shouldn't you check your protection now.

Write for complete details.
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the agreement wh: ch covered the
fund.

The miner had worked over 19

years in ur_ion mines and had
resigned his job with a unic,r
mine because of unsafe conditions
there. He claimed that he was

compelled to accept employment
in a nonunion mrne because no

other employment was available
and he had to support his Wife
and children.

JUDGE HOLTZOFF noted tha:

the trust involved "is of a type
hitherto unknown in equity j uris-
prudence," the conventional trust

names sgeckfic beneficiaries, or a
determ.nable class of beneficiar-

ies, leaving no discretion to the
trus=ees to decide who is entitled
to the tenefits of a trust.

I'he only exception is a charita-
ble trusf by which a specific gift
is left for a philanthropic pur-
pose, or for members of a group
as a free gift. In this instance, the
trus: is for the benefits of a gen-

eral class, membersnip in which,
however, has to be defined by the
trus=ees, who have discretion to
determine who witnin the class

should te entitled te the benefits

of the trust.

Sues God, awaits
appearance, default

SANTA ROSA, Cal-Insurance companies from all over th€

world might well be justified in thinking of sending representa-
tives to this comparatively srrall San Franbisco suburban :own

. . . to act as observers in a legal action in which a suit is being
proposed agains. God.

Att. Russell LEI. Tansey, who filed the SLOO,)00 damage suit in
behalf of Betty Penrose. has issued a summons for Go i tc

answer civil charges that "HE" caused a lightning bolt to strike
and destroy her home.

Attorneys for insurance companies can q-zickly see the ob-
vious implications of a successful outcome for ransey's suit.

Tansey indicates he may try to collect by attaching th€
Morning Star Ranch which fclksinger -Lou Gottli€:b recently
deeded to the Deity.

"Plaintiff believes," reads the summons issued by the Sonoma
county ilerk, "-hat God is responsible for the maintenance and
operation of the universe, including the weather in anj upon the
state of Arizona

"ON OR ABOUT Aug. 17, 1960 ...in such careless and
negligent mann.r, God caused 1-ghtning to s-rike the plaintiff's
house, setting i: on fire and startling, frightening and shocking
the plaintiff."

The suit furher alleges that "God . . did this with full

knowledge and the act was committed with malice and ill will."
Tansey said the suit was filed here "because God now owns

property in this county... the 31-acre Morning Star Ranch.'
Gottlieb, a bearded musieolog.st who formerly sang with the

Limeliters, filed a grant deed ptttirg the ranch Ln God's name,
because county authorities objected so his hospitality to scores of
hippies who lived on the ranih.

Tansey said he would not ask sheriff's deputies m begin a
search for· the defendant. Instead, he indicated, he will ask for a
default judgement "when and if God fails to appear m court."

The suit asks for $75,000 in general damages and $25,0CO in
punitive damages. This is the approximate value Gottlieb had
placed on the ranch when h€ deeded it to God.

YOUR

CORPORATE INSURANCE

vllillimil PROBLEMS NEED

PROFESSIONAL ATTENTION!

1 11 1

CORPORATE INSURANCE BROKERS SINCE 1919

PHONE: WEBSTER 9-7000/ £11 WEST JACKSON BOULEVARD · DHICAGO 60604

Correspondents Throitgbo*1 the Wc,rld

It is not a charitable trust, the
judge held, because it was created
oy agreement by contributions of
employers as fringe benefits in
consideration for the work of the
employes.

The union claimed that the

"last year" requirement is not ar-
bitrary or unreasonable since it
was designed to prevent fraud
and to confine the benefits of the
fund to retired employes whose
labors brought about contribu-
tions tc the fund.

JUDGE HOLTZOFF ruled,
however, that "all that is neces-
sary is to require that the miner
should have worked for a speci-
fied minimum period in signator
coal mines.

"To exact a requirement for the
very last year of his employment
in the coal industry is unreasona-
ble, arbitrary and capricious."

The judge pointed out that a
miner could have worked for his
entire career in a non-union

mine, yet receive a pension if he
worked his last year in a union
mine covered by the trust. •

Minorities

safer workers
LOS ANGELES-A group of

287 young employes of Kaiser
Steel Corp. plants in California
taught that company how inex-
perienced recr.uits from disad-
vantaged minorities work out in
hazardous industry jobs.

The report on the Kaiser expe-
riment was one of more than 46
presented to the 19th annual
Governor's Conference on Indus-

trial Safety held at the Ambas-
sador Hotel here.

Robert J. Wayne, director of
safety for Kaiser Steel, pre-
sented findings from a nine-
month study of the company's
inexperienced steel workers. •

Hikes airline

trip cover
OMAHA, Neb.-Mutual of

Omaha will hike its rates on
over-the-counter, airline-trip in-
surance an average of 33 % to
make premiums uniform across
the U. S., Business Insitranee has
learned.

In Washington, D. C. the cost of
a $150,000 policy will go from
$3.75 to $5 and a $100,000 policy
from $2.50 to $3.30, the company
said. Business Insurance learned
that this rate had already been in
effect at several other locations
across the U. S.

Last year Mutual of Omaha
said it renegotiated its reinsur-
ance treaties on these types of
coverages and that no rate hikes
were forseen.

THEN Continental Casualty
Co., a pioneer in this risk, unex-
peetedly bowed out of the market
on Jan. 1. claiming among other
things that the cost of selling the
coverage was excessive, making
the line unprofitable. Mutual of
Omaha calls itself the nation's

largest seller of airline-trip insur-
ance.

It is estimated that annual pre-
miums in this line are about $20
million dollars and that Mutual of

Omaha has 40% of the market.
The only other large seller is

Continen tal Insurance of New
York.

Experts said that they saw little
effect on group markets from the
price boost. m

Explosion award
A superior court jury in

Okanogan, Wash., has awarded a
$28,626 judgment against the
Goodyear Tire & Rubber Co. to
Ronald L. Ewer for injuries suf-
fered when a tractor tire ex-

ploded in May, 1967.

classified advertising
RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure all cap lines (maximum-two) 30 letters and spaces

per line; upper & lower case 40 per line. Add two lines for box number,
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago ollice not later than noon, Monday 7 days preceding publication
date. Published every other Monday· Display classijied takes card rate of
$16.00 per column inch, and card discounts on size and frequency.

nsurance Manager - experienced, now with
large NYSE firm, seeks association with me-
dium or large company - wide experience -
also in other areas of management - prefer
south or midwest. Box 952, Business Ins.

740 Rush St., Chicago, IlL 60611

GET

RESULTS

HERE

ASSISTANT CORPORATE INSURANCE MANAGER
BE YOUR OWN BENEFICIARY

Be your own beneficiary at Magnavox, whose policies offer the
highest dividends for your future. If you have a background in cor-
porate insurance, specialty in multiple line or casualty insurance,
you may be the individual we seek for a position as assistant in-
surance manager. A college degree would be desirable, but is not
absolutely necessary.

Magnavox, a prime producer of well-known consumr and military
electronic products, needs top-notch administrative personnel to
maintain its position as a leader in its field.

In return for these premiums, we offer as dividends an excellent
salary and a full range of superior fringe benefits.
Submit your resume to:

James Steele

THE Magnavox COMPANY

4624 Executive Blvd.

Fort Wayne, Indiana 46803
An Equal Opportunity Employer
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This flaw in a

boiler tube could

have meant

disaster.

This is a greatly enlarged unretouched
photograph of a flaw in a boiler
tube. The crack is known as a

laminar fault. It was caused by a bit
of slag inclusion when the metal was
rolled. It's almost undetectable to the

naked eye. It couldn't be seen at all
from the outside of the tube.

If this internal crack had gone
undetected, the tube-in a boiler
under 900 pounds of pressure per
square inch-could have exploded.
The results: Employee injuries, factory

f

down-time, expensive repairs, and a
lot of money lost by the company.

But nothing happened, because a Z-A
boiler inspector detected this flaw.

We don' t get clients by selling insurance.
We get clients by saving them money.

Z-A is a pioneer in non-destructive
testing of boilers and tanks. Z-A has
one of the biggest pools of highly
expensive testing equipment in the
industry. Z-A saves clients money.

The boiler tube pictured above is

1 '1,
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ZURICH·AMER CAN
NSLRANCE COMPAN E

actually about 3 inches in diameter.
The fault is only a fraction of an
inch long. On such small things are
client relationships built!

Consult your Independent Agent or
broker about Zurich-American's service.

• A Z-A boiler inspector operates a Sonoray,
which, by electrical impulses, determines the
thickness of metal and detects structural flaws.

ZURICH INSURANCE COMPANY
AMERICAN GUARANTEE AND LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY
ZURICH AMERICAN LIFE INSURANCE COMPANY
111 West Jackson Blvd., Chicago, Illinois 60604, Phone: 922·3124
OFFICES IN: New York, Boston, New Haven, Buttalo, Amsterdam.
E. Orange Philadelphia, Pittsburgh, Baltimore, Greensboro, Savannah,
Atlanta, Richmond, Canton, Cleveland, Cincinnati, Detroit, Grand
Rapids, Minneapolis, Milwaukee, Chicago. Jackson, New Orleans,
Dallas, Houston, Des Moines, St. Louis, Kansas City, Denver, Seattle,
Sacramento, San Francisco, Fresno, Los Angeles, Phoenix.

01968 Zurich-American Insurance Companies
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It can happen. Because every

. time you accept a tired,
flabby answer to a new

problem, your business insurance suffers.
And that's where Allstate can help.
Allstate sells just about all of the

kinds of insurance your company needs.
After a few short years of staffing up,

we're ready to tackle any problem you
can throw at us-however big.

Our men are specialists. Handpicked.
Experienced. Valuable.

Just maverick enough to bring you
a fresh and helpful point of view.
And probably able to save you money
in the bargain.

It will pay you to talk to Allstate.
Call us, won't you?

Allstate
BUSINESS INSURANCE

Allstate Insurance Company


