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John A. Volpe, secretary of the Department of Transportation, gave
testimony on his department's report on no-fault autombile insurance
problems before Sen. Warren Magnuson's (D.-Wash.) commerce com-
mittee. The report proposed no specific guidelines for the states to fol-
low in establishing no-fault plans. See Washington Watch, page 4,

-Wide World photo

Bank had $1.8 million
embezzlement cover

CHICAGO-In what may be the
largest bank embezzlement in the
nation's history Cosmopolitan Na-
tional Bank here has suffered a
loss of $4.2 million to $5.2 miillion.
Between $6 million and $7 million
is missing but the bank's blanket
bond covers $1.8 million.

Federal investigation has re-
vealed that Donald B. Santowski,
formerly a Cosmopolitary vp and
head of the bookkeeping depart-
ment, and Inuis Steinberg, presi-
dent of the Steinberg-Baum dis-
count store chain, were involved
in the embezzlement over a period
of 12 to 18 months. Both are under
investigation and a federal grand
jury has subpoenaed officials and
records of the bank, which has
$60 miillion in assets.

Wilfred Gragg, president of
United States Fidelity & Guaranty
Co., Baltimore, told Business In-

suranee the bankers blanket bond

on Cosmopolitan consisted of the
following: An $800,000 blanket
bond at the primary level written
by U.S.F.&G._, and a $1 million
excess cover written by the pool
of the Surety Assn.

THE $800,000 policy, Mr. Gragg
said, was a "broad form" policy
and covers practically every con-
ceivable loss the bank could suf-
fer. The $1 million excess policy,
however, covers fidelity only.

"Our total net loss will be be-
tween $750,000 and $800,000," he
said of U.S.F.&G.'s share of the
coverage. That figure, he ex-
plained, is arrived at by deduct-
ing about $200,000 of the primary
cover that was reinsured and in-
cluding about $150,000 of partici-
pation in the excess policy written
by members of the Surety Assn.

The $1.8 million policy carried

Continued on page 2

Late news

Contaminated fluid lab covered by Home

LAKE BLUFF, Illl.-Abbott Laboratories, the manufacturer of

contaminated intravenous fluids linked last week by the Food and

Drug Administration to 350 cases of hospital blood infection, including
nine deaths, has a product liability policy with Home Insurance Co.,

Business Insurance has learned. The firm's insurance program is be-

lieved to carry a substantial deductible and have limits upwards of

$20 million. About a year ago, according to one industry source, the
drug company did shop for excess coverage above that mark, but it
was not immediately known whether Abbott filled in the excess limits

before the insurance industry put the squeeze on the pharmaceutical
product liability market. The intravenous fluids are being recalled

from hospitals. Abbott does not insure recall, a firm spokesman said.

Pan American sues insurers

over 747 blown up in Cairo

NEVWVW YORK-Pan American
World Airways, which has not yet
been paid by insurers for the loss
of a Boeing 747 blown up by
Palestinian commandos in Cairo
Sept. 6, has filed suit in a federal
district court here seeking $24
million for the aircraft, accruing
interest and certain other dam-
ages for loss of use. Defendants
named are underwriters at
Lloyd's of London, several U.S.
insurers and the U.S. government.

Simmering for months in back
rooms in London, New York and
Washington, the dispute does not
center at all on whether Pan Am
was insured for the loss but, rath-
er, on which. insurers should pay
for the plane that was completely
destroyed by terrorists’' explo-
sives.

Pan Am is insured under two
separate policies. One covers all
risks. The other insures war risks,
which are normally excluded
from all-risk policies.

IN THIS CASE, the all-risk un-

derwriters insist the war risk in-

surers should pay. War risk un-
derwriters say the opposite is
true. Pan Am, in the meantime, is
out of pocket $24 million and has
decided to let the courts make the
decision. The underwriters, ap-
parently, agree; thus it will be a
"“friendly" battle, or as friendly as
a $24 million dispute can get.

The situation that has de-
veloped between underwriters
and Pan Am in recent months is
due to what has been termed "ne-
bulous” language in the airline's
war-risk insurance policy. Trans
World Airlines, for example, had
a 707 jet hijacked by Arab guer-
rillas the same day and later
blown up in Jordan. That loss
was covered entirely by the Lon-
don war risk market-$9 million
was the insured value--because
sources say, the TWA insurance
department had worked out "more
precise policy language"” in its ne-
gotiations with war risk under-
writers.

Parenthetically, at least one
problem in the industry is ex-
peeted to be worked out as a

result of the dispute. Underwrit-
ers now say that the industry is
at work on standardizing policy
forms. Aviation policies have
been largely manuscripted for in-
dividual airlines in the past.

The complaint filed in federal
court here has, nevertheless,
brought to light details of Pan
American's hull insurance cover-

age on the jumbo jets.

THE ALL-RISK cover on the
fleet is in the amount of $24,-
288,759 per aircraft and is split
among three underwriting groups.
One-third of the policy, or $8,095,-
443.37, is held by member compa-
nies of the U.S. Aviation Insurance
Group (USAIG). Named in the
suit, they are: The Aetna Casualty
& Surety Co., Aetna Insurance Co.,
Continental Casualty Co., Hartford
Accident and Indemnity Co., Mary-
land Casualty Co., Reliance Insur-
Co. of Hartford, the Travelers In-
demnity Co., U.S. Fidelity &
Guaranty Co., Zurich Insurance
Co; the Home Insurance Co., the

Continued on page 2

Funds will go(-go) mutuals route

NEVWW YORK-The treasurer of
Bulova Watch Co. declared here
that increased pressures on cor-
porate pension funds to perform
could lead employe benefit plans
down the same road go-go mutual
funds took in the 196O0s-and with
the same disasterous effects.

Said George C. Sheinberg: "Yes,
this will happen. ... It's got to
happen. You're bound to have this
type of overactivity once you've
taken a more aggressive invest-
ment approach.”

Speaking at an institutional in-
vestment conference at the Hilton
Hotel, Mr. Sheinberg shared the
platform with two other corporate
pension fund administrators. One
agreed with him on the subject,
while the other took a more opti-

mistie view.

WILLIAM A. HAYES, director
of pension fund investment at
ITT Corp., said: "Yes, there is no
question that if pension funds
continue to play the go-go game
(and everyone is playing it wheth-
er they admit it or not) there is
very definite danger" facing pen-
sion funds in the '7O0s.

Answering the same question,
James M. Dunn Jr., director of
pension fund administration at
General Telephone & Electronics,
responded: "l hope we've learned
from the mutual funds.” How-

ever, he admitted, "we do have a

danger. | hope we can cope with
it. We're big boys now. The scars
show," he said of the mutuals' ex-
perience, "and we should look at
them often.”

The panel discussion among the
trio of corporate pension fund ad-
ministrators did draw out some
interesting and revealing com-
ments on employe benefit fund
philosophy and management at
the three diverse companies rep-
resented.

Mr. Sheinberg, whose company
is smallest and perhaps most con-
servative in its pension fund phi-

losophy, noted that Bulova's fund
has been managed since 1958 by
an investment banking firnn,
which has full investment discre-
tion. Prior to that the fund had
been managed by an in-house in-
vestment team.

"WHAT WE HAVE done,” he
said, to the delight of some insti-
tutional investors in the audience,
"has been to skip the bank trus-
tee departments altogether." Nev-
ertheless, he said, "performance
has been good. We're quite satis-

Continued on page 2

pension,
INvestment

report

A special Pension. InvestmentReportin dhis issue of Busingss

lative pension reforms, profit sharing, a survey of some 200 re-
tirement plans, and legal rights in pension fund litigation. The
report, pages 23 through 48, also includes tips on how to use
individual policy pension trusts in the Perspective section on

page 41.
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Pan Am...

Continued from page 1
North River Insurance Co., Rein-
surance Corp. of N.Y ., Royal In-

demnity Co., United States Fire
Insurance CO. and Westchester
Fire Insurance Co.

A second share of the all-risk
policy, this one for 16%6%, or
$4,048,936.13, was written by un-
derwriters at Lloyd's. Named in
the suit are David Linton Dann
and British Aviation Corp.

The third share of the same
policy was for 50 % of the risk,
$12,144,379.50. Named as insurer
on this portion is the Federal In-
surance Co., a member of the
Chubb & Son Inc. Group. That
company, however, is also a mem-
ber of Associated Aviation Under-
writers whose many member com-
panies participate in the coverage
although Federal is the only com-
pany named.

The all-risk cover written by
the three aforementioned groups
has three specific exclusions. They
are:

- "Capture, seizure, arrest,
restraint or detention or the con-
sequences thereof or of any at-
tempt, threat, or any taking of
the property insured or damage
to or destruction thereof by any
government or governmental au-
thority or agent ( whether secret
or otherwise) or by any military,
naval or usurped power, whether
any of the foregoing be done by
way of requisition or otherwise
and whether in time of peace or
war and whether lawful or un-
lawful. ( This subdivision shall
not apply, however, to any such
action by a foreign government
or foreign governmental authori-
ty following the forceful diver-
sion to a foreign country by any
person not in lawful possession or
custody of such insured aircraft
and who is not an agent or repre-
sentative, secret or otherwise, of
any foreign government or gov-
ernmental authority.)

- "War, invasion, civil war, re-
volution, rebellion, insurrection or
warlike operations, whether there

11 .1

be a declaration of war or not.
- "Strikes, riots. Divil conimi-

tion."

FOR RISKS exzluded by tne
aforementioned, Fan Am had
purchased a war risk policy. This
cover, fcr a total of $23.99 miillicn,
or somewhat Less than the all-risk
insured value, is split between
Lloyd's and the U.5 government.
The Lloyd's share on this policy
is. $14,226,290.47, or about 58.5%.
The balance, $9,663,709.53, is writ-
ten by the U.S. tbrough the De-
partment cf Transportation and
under the authority of the Fede.al
Aviation Ad of 1958. That act
permits the goverr_ment to under-
wr.te war risk aiiation coverage
when the conventional markets
cannot provide full coverage at
reasonable rates. This was he
case when the jurnbo jets f.rst
took to the air, and still is.

The war risk coverage is rather
simple anc broadly defined. Un-
der the policies issued by Lloyd's
and the Department of Transpor-
ta-.ion, coverage is spelled out as
follows:

This insuranze covers all
physical loss of, O- damage to, the
aircrafr listed and described in
the schedule(s), including -en-
gine4 navigational instruments,
parts and equipment usually ear-
ried on sa_ d aircraft, resulsing
from the risks which are de-
scribed k the Hull Ccverage
Clause contained in endorsement
A

Endorsement A provides:

"Hull Coverage Clause: War,
invasion, acts of foreign enemies,
hostilities (whether war be de-
clared or not), civil war, rebel-
lion, revolution or insurrec:ion,
military or usurped power or
confiscation and /or nationaliza-
tion or requisition or destruction
by any government or public or
local authority or by any inde-
pendent unit or individual en-
gaged in irregular warfare."

In its ecmplaint, Pan Am re-
vealed that the destroyed air.raft

was leased to th€ airline. Bankers

Trust Co.. New York, was named

* Yosemite
4 insurance
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We're certain you can use even
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the necessity for this market.
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lessor and, according to terms of
that lease, the airline agreed to
assume the risk of loss or damage.

THE AIRLINE, says the lease,
must pay the "stipulated loss val-
ue of the aircraft within 60 days
after loss or replace the aircraft
within 120 days after loss.”

Pan Am, in its petition to the
court, has said it has suffered
damages by nonpayment of its
claims because it has been unable
to buy a replacement aircraft,
which it says it could have oper-
ated profitably or could have
leased at rentals of about $550,000
a month. Moreover, it adds, to
fulfill the conditions of the Bank-
ers Trust lease, the airline has
been forced to borrow- money at
an interstate rate of 11.25 %, "sub-
stantially in excess of :he statuto-
ry rate.”

Of these expenses, the suit says,
"damages were and are of a char-
acter that each of the respective
insurers named as defendants...
either knew or should have known
would be sustained by plaintiff in
the event payment under the re-
spective insurance policies was not
promptly made in the event of loss
of the aircraft.”

Some insurance industry
sources questioned last week ex-
pressed doubt as to whether Pan
Am could realistically expect to
win damages for loss of use of a
747 . If the airline’'s claim of rent-
al fees of $550,000 per month is
sound, for example, it might
mean accrued losses of more than
$3 million over the past six
months that the claim has been
denied. Said one aviation insur-
ance source: "It would take some
argument to show tha: a 747 could
have been legitimately rented for
$550,000, or used profitably, in
the last six months considering
the passenger capacity fix the
airlines have been in during that
period."”

The U.S. insurance groups in-
volved in the all-risk policy ap-
pear confident of the outcome of
the suit, although none are taking
the case lightly. There is little
doubt in their minds. in other
words, that the incident in Cairo
last September was indeed an act
of war as described in the war

risk policy.

Probe N. Y. pensions

The majority leader of the New
York senate, Earl W. Brydges,
called last week for a probe of
"skyrocketing" publiD employe re-
tirement benefits to see whether
such funds should be regulated by
a bipartisan pension commission.
Sources close to the influential
Rebulican said he is particularly
disturbed with the situation in
New York City, where uniformed
city employes are demanding even
more liberal benefits than they
now receive. (A story on the situ-
ation is on page 23.)
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Diners' Club had bond
of $500,000 on loss

NEVWVW YORK-Diners' Club, a
subsidiary of the Continental
Corp., has charged one of its ex-
ecutives with embezzlement of
about $800,000 of the company's
funds. Another of the Continental
Corp.'s subsidiaries, the Fidelity
& Casualty Co. of New York,
wrote the fidelity bond'for Diners'
which covers up to $500,000 of
such losses with no deductibles.

Affidavits and complaints filed
by Diners' in New York supreme
court since the middle of Febru-
ary allege that Gerald Branco, vp
of data processing approved bills
totaling $1.8 million, of which
about 60%, or $800,000, repre-

sented

Bank...

Continued from page 1

by Cosmopolitan is not an ab-
normally small amount of insur-
ance on a bank with $60 million
in assets. In fact, it is somewhat
larger than that recommended by
the American Bankers Assn. That

false or blow Nn-u p

group suggests that banks in the
$60 million range carry blanket
bonds of about $700,000.

Donald D. Magers, president of
the bank, said that Mr. Santowski,
who had been with the bank for
24 years, voluntarily confessed
his role in the embezzlement but
maintained that he received none
of the money. He said that Mr.
Steinberg wrote checks on Cos-
mopolitan for deposit in another
bank in which his firnrm had an
account. When the checks re-
turned to Cosmopolitan he inter-
cepted them and they were never
posted against the Steinberg ac-
count.

The scheme came to light on
Feb. 25 but investigators still
have not traced the bulk of the
missing cash. They are checking
Mr. Steinberg's business ventures,
including some involving the late
lllinois Sec. of State Paul Powell.
Sec. Powell had mysteriously
amassed a fortune during his pub-
lie career and his estate has been
under investigation. Packets of
money, totaling $15,000 and bear-
ing the initials of Cosmopolitan
National Bank, were part of the

_—e—— e T —— _ —

charges. Further, the legal papers
allege that Mr.
$250,000 in kick-backs from offi-
cials of the two companies that
submitted the bills. The compa-
nies involved are Action Tempo-
raries Inc. and Action Computers
Inc., New York firms which sup-
plied temporary employes and
key punch operators to Diners'.
R. Newell Lusby, president of
Diners' Club, told Business Insur-
ance the apparent loss should not
affect 1971 earnings; "between
the amounts tied up by court or-
der and our bond with Fidelity &
Casualty Co. it is inconceivable
that Diners' Club assets should be

Branco took
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Funds will ...

Continued from page 1

fied. The fund has not required a
contribution since 1963."

The Bulova pension fund,
which is invested 25 % in fixed
income products and 75% in com-
mon stocks, is not under pressure
from management to improve its
performance. "We're not looking
at it (the fund) as a profit cen-
ter,” Mr. Sheinberg commented.
"We're still looking at it for the
little people in the factory who
are going to retire in 10 years.”

The Bulova executive did re-
veal, however, that the company
is considering splitting its fund
and giving a portion to another
investment manager.

If Bulova does split its fund
a new manager would likely get
only fixed income money to work
with, Mr. Sheinberg said. In addi-
tion, a new investment advisor
retained by the watch company
would not likely be a professional
money manager type. "I'm not
convinced of the money manag-
er's future,” he said.

MR. SHEINBERG did say there
are certain disadvantages to split-
ting Bulova's fund at this time.
"The biggest negative,” he said,
"is that such a move might put
unnecessary pressures of compe-
tition on our present investment
advisor. It might force him into a
different style.

Continued on page 46

WHEN DO
YOU AUDIT
RISK

Frequent objective audits of risk,
insurance and benefit programs
reduce cost and increase earn-
ings. RPG audits evaluate loss
exposures, the financial risk of
those exposures and the disposi-
tion of those risks using all avail-
able financial alternatives.

RISK PLANNING GROUPINCc.
24 Old King's Highway South -« Darien, Conn. 06820 -« (203) 655-9791



Rain insurance covers the blahs on vacation

NEW YORK-"Locked in the
lobby" translales as "a fate worse
than death" in the parlance of the
travel industry. The words apply
to vacationers cut off from sight-
seeing, shopping, golf and other
travel plans by the uncontrollable
caprices of the weather. Now va-
cationers can do something about
the problem.

Now an insurance agency with
the tantalizing name of Good
Weather Inc. has come up with a
vacation weather insurance policy
that it markets through American
Home Assurance Co. The policy is
a simple one assuring travelers
that three out of every four days
during their entire vacation will
be rain-free. Coverage is $25, $50,
$75 or $100 per day at the choice
of the insured, who pays a corre-
sponding premium of $1, $2, $3 or
$4 per day.

On Jan. 28 Pan American Air-
ways announced the availability
of the vacation rain insurance to

their passengers.

HENRY L. FOX, president of
Good Weather Inc., revealed
quite a bit of enthusiasm about
the program to Business Inslir-
ance. "Pan Am has vision," he
said. "This is the last frontier of
insurance we have come upon
that affects the public to a large
extent. Fifty years ago auto in-
surance was a new thing, 20 years
ago it was homeowners coverage
and now it's weather insurance.
Other specialties, such as direc-
tors and officers liability, are new
but affect only a small area or
group. We feel that we're on the
verge of a multimillion dollar
thing, and have drawn the in-
quiries to prove it."

The first response came from
Pan Am passengers who picked
up American Home's brochure at
airline terminals or aboard their
planes. Good Weather has found
that all kinds of people are buy-
ing the insurance, from the su-
per-wealthy traveler on a luxury
trip to the relatively modest va-

cationer low-cost tour.

"There's a lot of experimentation
involved in the plan right now
because it's so new and we're
flying blind,"” Mr. Fox reported.

"The range of price is proving
to be good-it opens the coverage
to a spectrum of economic types.
On the other hand we were off in
our estimate of the most popular
vacation spots. Our prime thrust
was the West Indies, but Hawaii
is drawing a larger percentage
than we had thought, and a lot of
people are going to Europe now
in the winter.”

But Good Weather is also get-
ting inquiries from hotels and

o a

Calls guard
incompetent

ORANGE, Tex.-Gulf States
Utilities Co. has filed suit in dis-
trict court here against the Wil-
liam J. Burns International De-
tective Agency based on a claim
that the agency had "incompetent
help"” on duty at the time GSU
property was damaged by un-
known persons.

The company wants a total of
$18,248 in damages, the cost of
repairing a bulk station here that
was damaged last June 11. GSU
was in labor negotiations with

striking International Brother-
hood of Electrical Workers Union

members at the time.

The petition stated the detective
agency was hired to provide guard
service but that "third persons”
came on the property while the
guard was off duty and drained
oil from GSU circuitbreakers. -

motels, cities, travel whoresalers
(charter and tour operators),
travel agents and a group Mr.
Fox called "the kooky question-
ers." Some of the plans the agen-
cy is contemplating in response to
these inquiries go so far as to in-
clude coverage of temperature and
minutes of sunshine-"anything
that can be measured by govern-
ment weather stations,” as Mr.
Fox put it

EACH OF THE various groups
has something to be gained by
weather insurance. For individual
hotels and motels, city chambers
of commerce and hotel associations
it represents a chance to promote
tourism in the off-season, according
to Mr. Fox. "In essence, they put
their money where their mouths
are," he said. Of course in some
cases the insurance might simply

be made available to vacationers
who would then buy it or not, a:
their own expense. But Mr. Fox
has spoken lo city organizations
who contemplate allocating pro-
motional funds for the purpose to
save the pubic the expense.

For travel wholesalers, who
care for every detail of their
clients' vacation needs, weather
insurance seals the last opening
in the cocoon of service they
weave about their trusting cus-
tomers. Travel agents, who are
generally involed with individu-
al trips, apparently hope to en-
courage moke people to trakel
more frequently and spend mae
money with the enticement of in-
sured weather. Mr. Fox's "kooky:
inquiries are coming from such
sources as banks interested in va-

cation loan promotion, and com-
panies that use employe trips as

incentives and awards.

He said that boat travel cover-
age would be offered only at
ports of call.

Mr. Fox pointed out that the
policy is geared to reports of the
government weather bureau near-
est the traveler's vacation spot.
This is to the advantage of the
policyholder because government
weather stations grind no axes."

MOST MAJOR Dities in foreign
countries hare government wea-
ther stations or, al the very least,
the nearest airpor: has one. The
policyholder can collect on his pol-
icy if as little as .01 of an inch of
rain is recorded at the nearest sta-
tion between 10 an and 4 pm.

"Those are the critical daylight
hours for tourist activities," said
Mr. Fox, ' bu. we Jan tailor poli-
cies with regard tc hours covered

and other factors. If a group
wanted coverage, for example, we
would obviously save on over-
head and there would have to be
a saving for the policyholder, al-
though the program is too new
for me to have figures on such
arrangements now."

Weather data comes into Mr.
Fox's agency continually, ena-
bling it to pay claims rapidly. A
claim kit, consisting of a very
simple form to be filled out on
each day of rain, comes with each
policy. The policyholder simply
sends in the form at the end of
his vacation to receive payment.

Good Weather Inc. has offered
rain insurance to outdoor musi-
cals, sports events, drag races and
movie companies for 14 years. Mr.
Fox is obviously optimistic about
it's entrance into the multibillion
dollar travel industry. -

2. 1/4/0. 1
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washington watch

DOT's $2 mi//ion study of auto
iInsurance problem says there is one

WASHINGTON-AImMmost three
years ago American taxpayers
plunked down $2 million for a
two-year study by the Depart-
ment of Transportation of auto-
mobile insurance problems. The
study has finally been completed
-many months behind schedule
-and basically for their money
the taxpayers were told that, yes,
there certainly is an insurance
problem.

The study recommended vir-
tually no definite solutions, nor
did it even strongly support any
possible solutions. The only con-
crete suggestion to come from the
study was that some form of no-
fault insurance is the answer and
that the states should be required
to begin experimenting to find
out exactly what form is best.

DOT didn't even so much as

draft a proposed no-fault model

bill to help the states along. In-
stead, it set forth the "principles
of reparations system toward
which the states should strive.”

THE PRINCIPLES are so gen-
eral they could apply to virtually
any no-fault proposal. And, even
then, DOT felt it necessary to
stress that states don't nfied to go
by them.

Suggezted possible apfroaches

to a number of highly important
rluestions  concerning no-fault
plans were not even alluded to in
the final repor.. For example, it
gave the states r_o advice at all as
to what might 52 the best way to
handle insurance of commercial
vehicles under no-fault plans.

Apparently this problem costs
more than $2 million to answer,
one observor has quipped.

DOT intimated that such de-
tails could be handled by the
states -any way they wished. This,
of course, raises the question of
how states can come up with a
reasonable approach to the prob-
lem within the :wo-year deadline
given them to act when DOT it-
self couldn't dc it with $2 miillion
in special financing.

DOT says the states can do it
because they cari experiment. "We
have gone as far as we can with-
out observation of actual experi-
ence," the department said.

For risk managers handling

The Fortune 500. The PAIGE 5,000.

Many of the nation's top 500industrials have PAIGE
handling some or all of their INSURANCE needs.

But what about the companies that didn't make the Fortune

list? What about the rest of the 5,000 leading industrials?

PAIGE offers a lot to the forgotten 4,500.

You see, through handling the accounts of our giant clients
we've learned somethi ng about all our clients.

We know the need for PROFESSIONAL INSURANCE advice

isn't limited by a company's size. We know the companies in the
forgotten 4,500 require the same degree of expertise and skill that
the Fortune 500 do. They find it at PAIGE.

PAIGE is a major insurance brokerage firm. We got big in
this business by paying attention to small details. And we plan to
get even bigger. By growing even better.

PAIGE. The big insurance broker
that stayed small.

PAIGE

BOSTON/NEW YORK/PORTLAND .' EASTPORT and MOULTON. ME./LOS ANGELES/ATLANTNHARTFORD/MANCHESTER. N H./SAN FRANCISCO

large fleets of interstate vehicles
this approach raises the specter of
dealing with 50 different ".experi-
mental” methods of handling their

culpability in accidents.

DOT also gave the states no
guidance on how to handle anoth-
er touchy question from the cor-
porate risk manager's standpoint
-that of integrating no-fault
auto insurance with workmen's
compensation. And it made no
suggestions as to how to handle
corporate liability to injured em-
ploye drivers.

The department did recom-
mend that state plans afford a
*'relatively high percentage of
earned income of the insured or
deceased auto accident victim.”
There should be a short permitted
waiting period at the option of
the insured for the start of bene-
fits and a permitted monthly ben-
efit ceiling set by the insurer of
perhaps $1,000, DOT said.

The study was a little clearer
on its suggestion for integration
of corrporate health insurance
programs into no-fault. It said the
goal of the "ultimate system™”
should be to provide full coverage
for all medical benefits with a
relatively small deductible per
accident but with a very high
mandatory limit.

"PAYMENT of benefits by a
carrier under this coverage should
automatically remove the obliga-
tion of any other insurance car-
rier to pay benefits to the extent
that the costs are covered by auto
insurance,” DOT said.

The final report was released,
and testimony concerning its
highlights was given, by Trans-
portation Sec. John VVolpe before
Sen. Warren Magnuson's (D.-
Wash.) commerce committee.

The general feeling throughout
Washington insurance circles is
that DOT's rather innocuous
stand on auto insurance reform
came straight from the White
House and that Sec. VVolpe was
unhappy about the whole situa-
tion. According to Washington
sources, Commerce Secretary
Stans was the key man in getting
proposed stronger recommenda-
lions from DOT watered down by
direct White House intervention.

Sec. Stans did arrange two
White House meetings in Febru-
ary and March for leading repre-
sentatives of corporate opponents
of no-fault insurance, including
the Illlinois firms Kemper, All-
state and State Farm; Philadel-
phia-based Insurance Co. of
North America and Liberty Mu-
tual of Boston. The secretary is
from Chicago and is a close per-
sonal friend of James Kemper
Sr., of the Kemper firm.

DISCUSSION of the Adminis-
tration's stand on auto insurance
reform and the politics behind it
is highly interesting. But, almost
everyone on the scene admits ttiat
consideration of its merits is real-
ly only academic.

This, they point out, is because,
since it would delay any real re-
form for at least two years, it
stands little chance of being seri-
ously discussed at all on Capitol
Hill, where "insurance reform
now" is shaping sup as a major
issue for 1971.

Sen. Magnuson, who with Sen.
Philip Hart (D.-Mich.) will be
carrying the ball for auto insur-
ance reform in the Senate, late
last year predicted that auto in-
surance and health insurance re-
form "are going to be two great
federal responsibilities in the
next Congress."

As chairman of the commerce
committee, Sen. Magnuson is in a
position to make certain there
will be a great deal of action on
auto insurance. The committee is
in the process of scheduling exten-

» sive hearings into the matter. -



uestion#

If | place my insurance with the
lowest bidder, am | getting the best buy ?

Maybe yes; maybe no.

Price is only one of two factors in determin-
in%the ultimate wisdom of any investment. The
other is your return on that investment. You
can't know what you have paid until you find
out what you have gotten for your money.

~ Expressed as an equation: Value=return
minus price.

With any experience-rated insurance con-
tract, the biggest single cost element is your
experience. Under a continuing series of such
contracts, it's your continuing experience.

The skilled risk manager is far less concerned
with the cost of the policy he is buying today than
with what he will have to pay for the same or
similar coverage three, five, ten, or twenty years
hence. He knows he can do vegl little about the
price of the immediately-needed protection, be-
cause it has been largely fixed by past events. His

eye is on the future. His aim is

to reduce or eliminate the ex- -:.

posures which today are estab-

lishing his rates and premiums
for tomorrow.

Dozens of other insurance
carriers can indemnify you
against losses produced by - €G
your present exposures just
as fully, just as reliably, as .-:* 064

—r a4 4 *r ./ . -

Employers Insurance of Wausau. As far as the
printed word goes, they sell exactly the same
Insurance pro uct we do.

The depth and diversity of safety expertise
that we deliver to our policyholders isn't even
mentioned in the printed contract. We conduct
on-premises seminars to strengthen the skills of
your supervisors. We provide point-by-point
quality controls ali along your product line. We
help install and maintain an accident-costing pro-
gram that fixes responsibility for holes in your
safety screens. We have identified all of the major
operational hazards in many, many industry clas-
sifications, incorporated their controls in tech-
nical guides, and are currently researching many
more. All of these services and many others, and
the quality of the people who deliver them, are
uniquely ours. They have made us the 66Company
that Knows Business Insurance like Nobody Else

-,--5:; in the Business."

We may or may not be
able to give you the lowest
quote on your 1971 business
insurance. But with your own
cooperation and management
backing, we would expect to
make you a target prospect
for any insurance company in

»» the years to come.

Employers Insurance of Wausau

We think insurance

ought to work for
a living.
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Creation of captives criticized at
management seminar in London

LONDON-Creation of captives
was attacked by Eric Orbell, gen-
eral manager of the major Com-
mercial Union group, at a man-
agement seminar in London or-
ganized by the Financial Times.

He told his audience of ousi-
nessmen: "How any responsible
industrialist can consider setting
up a captive, provide the back-
ground finance and face the de-
plorable deterioration in claims
experience, | do not know. | sup-
pose | would be impertinent to

try to ascribe - the mosive for set-
ting up captives. Presumably one
factor is the possibility of redue-
ing or controlling expense of op-
eration, but if the captive is to be
f_rmly based and properly run by
experts, precisely thE opposite is
the case.

'Everyone regards insurance as
a simple subject-a form of do-
is-yourself exercise-but thei-e is
no firm in Britain tcday cagable
cf establishing its own captive b
Lrdertake all its own insurance

commitments.

"THE RESULT IS they wish to

participate in the good busmess
and farnn Out the heardous
risks."”

Defending his own company's
position on this topic, he said:
"Surely the j ob as established in-
surers, and my firm has teen
doing this for more than 270
years, is to spread the 10: d over
the whole of the community, its

industry and commerce.

"AnNy move away from this
concept can only weaken the
market for we cannot operate on
an imb:lanced portfolio of busi-
ness. Large composites have to
have a full share of the whole
market so as to survive.”

After claiming that any busi-
nessmer_ who wanted to take part
in 44the fortunes of insurance”
could do so by buying into the
equity of established companies,
he said: "We have to attract new
investment to anow us to-provide
adequacy. Capaeity is a problem.
We are accused of restricting ca-
pacity because of mergers, which
are usually necessary because one
side or the other needs rational-
ization. But as a result of merg-
ing, capacity snould increase if
correctly handled over a period.”

FIRE DAMAGE in Britain
dropped to $26C million last year.
This was the first fall in the ris-

ing toll of fire damage since 1965.

9-,5,KS Al,Z¢noas aNA #1 -0 rsc>vv

But as 1969 had the record total
of nearly $300 miillion, it is not
felt to be particularly encourag-
ing as an omen for the future.
INnsurance companies are cur-
rently spending nearly $2.5 mil-
lion a year in a national cam-
paign to cut fire perils in facto-
ries and business premises.

TROUBLE suddenly hit the
Excess insurance group, of Lon-
don, when it made a $20 million
takeover bid for a big Lloyd's
broker which has been in exist-
ence for many years.

For the committee of Lloyd's
stepped in and banned the deal
on the ground that its members
must be left completely free to
choose the best market for their
clients. This step has caused con-
troversy in British financial cir-
cles, but Lloyd's justifies its ac-
tion by declaring: "It obviously
cannot be in the interest of the
Lloyd's market that its under-
writing agencies should be al-
lowed to fall under the control of
any insurance company.

"As many Lloyd's brokers have
considerable financial interests in
underwriting agencies, it is im-
portant that there should be no
confusion between the operation
of Lloyd's and the insurance com-
panies. There is healthy competi-
tion between Lloyd's and the
companies which makes the Lon-
don insurance market pre-emi-
nent in world insurance affairs.”

The firm which was forced to
stay independent is C. E. Heath
and Co., which manages several
Lloyd's syndicates as well as act-
ing as brokers.

THE BLAST that killed five
people at an oil storage tank in
east London while it was being
demolished by contractors was
probably caused by oxy-propane
cutting tools used for the "hot
cutting” method of demolition.
This set vapours alight in the
empty tank, and the city's worst
explosion since wartime blitzes
followed.

DEMANDS BY American mari-
time authorities for full pollution
cover were queried by A. Henry
Chester, chairman of Lloyd's Un-
derwriters Assn., when he dis-
cussed future trends in marine
insurance.

He accepted that one of the
main points for discussion in the
past few months had been the

requirement of the American

Federal Maritime Commission

that vessels entering American
territorial waters should provide
evidence of adequate insurance
against risk of oil pollution.

But he told major Lloyd's un-
derwriters: "The U.S. Govern-
ment requires that there shall be
no loophole in the operation of
their laws and have produced
regulations which owners feel can
best be operated by underwriters
themselves. Underwriters are quite
willing to put themselves in a pos-
ition that continuity of cover is
guaranted, or that they accept the
responsibility of advising the au-
thorities that cover has lapsed.

"It may be some time before a
practical solution to this problem
can be found.” He said that ca-
pacity to absorb marine risks cre-
ated by the growth of world trade
would be an important problem
in the Lloyd's market this year.

INSURANCE cover on pop stars
Tom Jones and Engelbert Hump-
erdinck has been raised frorn $2.4
million to $7.2 million by the
show business firm Management
Agency and Music which owns
most of their services. Their man-
ager Gordon Mills, the company's
chairman, has hiked his own cov-
er from $2.4 million to $3.6 mil-
lion. reach

Annual premiums

0 O OO b



Computer Protection/Insurance

Workshop draws early registrants

CHICAGO-AN opportunity to
discuss computer protection and
insurance with experts has drawn
a number of early registrants for
the Business Insurance-Comput-
erworld Computer Workshop.

The one-day session to be held
Monday, June 14, in Chicago's
Pick Con*fess hotel, will include
question-and-discussion periods.
At these sessions risk managers,
security-safety supervisors and
other registrants can ask experts
about their insurance and loss
prevention problems.

Faculty members for the work-
shop will include representatives
of computer manufacturers, fire
prevention authorities, property
liability insurers,. industrial safety
men as well as officials of compa-
nies that operate or- lease comput-
er equipment.

They will cover such subjects as:

- Effective computer fire pro-
tection systems.

= Security intrusion

against

VWhite is
named at

Canada Dry

NEW YORK-Roger M. White,
26, has been named corporate,
manager of compensation and
benefits for Canada Dry Corp.
here. He will be responsible for
benefits administration, pension
plans and group insurance, re-
porting to Alexander D. Smith,
director of personnel.

Mr. White came to Canada Dry
after one year with Monsanto Co.,

where he was- involved with em-

ployment and wage and salary

Roger M. White

administration.

Mr. White said that one of his
problems is Canada Dry's diversi-
ty of insurance carriers. "We are
covered by four companies, which
is an asset at times and a defect
at others," he said. "In some ways
it is a cost-saving feature, but
having the spread
around means a lack of direct-

coverage

ness."”

With regard to the company's
pension fund, the new compensa-
tion and benefits manager said
that Canada Dry, like many other
companies in recent years, has
had some problems and is in the
process of making a decision
about possible basic changes. Mr.
White said that the consulting
firm of Towers Perrin Forster &
Crosby Inc. has devised a pro-
gram for Canada Dry that could
overcome their problems through
a new concept: "Actually the con-
cept has been used before,” he
said, "but it is new for the bot-
tling industry."” Irving Trust Co.'s
administration of the fund would
not be affected by the new pro-
gram, he said. -

and theft prevention.

= Prevention of computer dam-
age through power failures.

- Safety and psychological se-
curity for computer room work-

- Liability and property insur-
ance for- computers.

The registration fee for ' those-
who enroll before June 1 is $90, a
saving of $15 from the regular
workshop fee of $105. This fee
includes admission to all sessions,
a continental breakfast, two cof-
fee breaks, lunch and a complete
workshop notebook.

Companies may enroll addi-
tional personnel for only $75 each
when the registrations accompany

the first registration form before
June 1.

Publishers of Business Insur-
ance and Computerworld launched
the June 14 Computer Workshop
in response to widespread interest
in computer protection and insur-
ance among the management per-
sonnel of -a burgeoning number of
companies that employ costly and
fragile computer installations.

The workshop will be a prac-
tical one-day school designed to
provide participants with a maxi-
mum number of useful ideas.

Register now by completing the
coupon on this page and return it

with the low-cost advance regis-
Tr=aticor Ffee o [ an an ]

Send to: Computer Protection/Insurance Workshop
Business Insurance/COMPUTERWORLD

740 Rush Street, Chicago, 111. 60611

Please enroll me for the Computer Workshop to be held
Monday, June 14, 1971, in Chicago. The advance regis-
tration fee of $90 is a savingof $15 from the regular
price, $105, if postmarked before June 1. If my plans
change and 1 can't attend, | will get a complete refund
(less $15) by notifying you before June 14.

Name
Company
Address

City Statp

7ip

Note: The fee for additional registrants from the same com-
pany is only $75 each when accompanying first reg-

istration.

If James answers,
you've got the right number.

There are a number of very fine insurance brokerage firms

in the United States. The same is true for the rest of the

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

specialists, we're probably out in front. We think our strong

points rest upon ideas, good judgment, market development and
customer service. So, if you call for help in

managing your risk and James answers, you've got the right number.

Insurance Brokers and Consultants Since 1858

James

Fred. S. James & Co., Inc.

Boston = New York = Philacelphia = Harrisburg - Pittsburgh - Chicago -
Oklahoma City « Tucson * Los Angeles « Fresno « San Francisco « Portland «
Spokane - Seattle - London - International Service through Associates in Major
Cities throughout the World

3-29



8/business insurance, March 29, 1

444

971

CRAVE S

HAWAIIt

*4511

40NI

no.

UF8H COLO.

OKLA.
* ARI;.iN. MEL

/r

IMPROVED RISK MUTUALS

15 NOR-H BROADWAY - WHITE PLAINS, N.Y. -,0601

Branch Offices: Atlanta « Chicago . Detroit - Los Angeles « San Francisco

CONTACT A MEMBER COMPANY

American Manufacturers Mutual Insurance Co.
Central Mutual Insurance Company
Employers Mutual Casualty Compan,

Grain Dealers Mutual Insurance Company

Indiana Lumbermens Mutual Insura ice Co.

lowa Kemper Mutual Insurance Compa,y
iowa Nation: 1 Mutual lisurance Company
Lumbermens Mutual :asuatty Compam

The Lumbermens Mutual Insurance Company
Merchants Mutual Insurance Company

Michigan Millers Mutual insurance Company

Wi=higar. Mut.lal Liability Conpany

RE Millers Mutual Insuranct Clrrpany
Ncrth\,estern Mutual Ins irarce Cimp:ny
Denns=>liania lumbermen: Mitual Insirance Co.
Pennsikania Millers Mutual In:ulance Company

uti=a Mutual Insurance Company

—

Info for Buyers offers ma-
terial that Business Insurance

believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

- The American Appraisal Com-
pany, 525 E. Michigan St., Mil-
waukee, Wis., 53201, has released
a brochure dealing with Property
Records And Insurance Valua -
tions for schools, institutions, and
municipal buildings. The publica-
tion covers property accounting
for public investments and speci-
fic requirements for property
data and the various services of
the firm. For a free copy write
the Public Relations Dept. of the

company.

- With today's outlay for bene-
fits already averaging 30 % of
pay, what's in the future? Up
Employe Benefits by Johnson &
Higgins takes a long look at the
future of benefits. The booklet
urges a fresh look at benefit
plans, their design and funding.
Send requests to Donald R. Mar-
cy, Consultant, 95 Wall St., New
York, N. Y. 10005.

= Harlan Inc. has released VWe
Have People VWhere You Have
People describing its services
which includes all lines of insur-
ance as well as automated em-
ploye benefits programs for cor-
porations worldwide. For a copy
write Joseph G. McCorkle, Vice
President, Harlan Inc., Produc-
tion/Marketing Div., 500 Jeffer-
son Bldg., Houston, Tex., 77002.

- Thieves and robbers take $1
billion from businessmen every
year, mostly from small business-
es according to Ten Tips That
Could Save Your Business Or
Your Life. The booklet offers sev-
eral tips to help business owner
and managers reduce the danger
of loss or injury from the growing
crimes of robbery and burglary.
It also includes a cutaway dia-
gram illustration of good crime
prevention measures to be incor-
porated in your business. For a
free copy write VW. N. Menser,
Sales Promotion Manager, Ameri-
can Hardware Mutual Insurance
Co., P. 0. Box 435, Minneapolis,
Minn., 55440.

- A Handbook Of Pinkerton's
Insurance Claims Investigations is
a booklet describing the various
types of investigations Pinker-
ton's Inc. perform related to cor-
porations, insurance companies,
banks and the legal profession.
The booklet deals with investiga-
tion. surveillance, liability, work-
men's compensation, life, accident
and health, malpractice, fidelity
bond, fire losses, inland marine,
and internal losses. Direct re-
guests to Gus R. Carlson, Vice
President, Sales, Pinkerton's Inc.,
100 Church St., New York, N.Y .,
10007.

- Guide To Eye Safety is a pam-
phlet offering helpful hints on
detecting risks, reducing injury.
what types of eye protection to
look for when performing certain
jobs, what to do in the first aid
area, and a list of do's and don'ts

for eye safety, For a copy write,
J. Quentin Kline, General Scien-
tific Equipment Co., Limekiln
Pike & Williams Ave., Philadel-
phia, Penn., 19150.

- Continental Insurance Cos. has
released, free of charge by writ-
ing Barton B. Zabin, Continental
Insurance Cos., Advertising Dept.,
80 Maiden Lane, N.Y., 10038. How
To Abandon A Burning House.
The brochure lists suggestions for
families to follow in case of fire
and provides a diagram for a
family to preplan an escape route.

. Records Retention Timetable
is a booklet by the Electric
Wastebasket Corp. describing re-
tention periods as allowed by
government authorities, and how
to dispose of important papers
safely without loss or worry. For
a copy write Morris Golde, Vice
President, Electric Wastebasket
Corp., 145 West 45th St., New

York, N.Y., 10036.

- The International Division of
Chubb & Son, 90 John St., New
Y or k, N.Y,. 10038, .has made
available new brochures listing
its overseas facilities. For copies
write the company.

- The Gypsum Assn. has made
available free information on the
following subjects: Application of
gypsum base for Gypsum veneer
plastics and application of gyp-
sum veneer plaster, Design data

FIRE QUND

RESISTANCE 1 CONROL

poured gypsum roof decks, Design
data fire resistance/sound control
69-70 Ed., and information on
their film, Beauty-With Safety.
Direct requests to David R. Elw-
ing, Gypsum Assn., 201 N. Wells
St., Chicago, lll., 60606.

- The Mosler Safe Co. has pub-

lished a Condensed Insurance
Manual describing construction of
and how to identify fire resistive
and burglar resistive safes, vaults
and lockers. The publication also
gives comparison of Underwrit-
er's Laboratories Labels and
money and securities broadform
and merchantile safe police base
premiums. For a free copy write
William R. Needham, Dir., Ad-
vertising & Public Relations, 1561

Grand Blvd., Hamilton, O., 45012.

< CNA Financial Corp., 310 S.
Michigan Ave., Chicago, lll., has
released a booklet discussing the
problems of self-insurance. Self
Insurance: The Problem Solver?
also describes the services CNA
offers to firms that self insure,
such as claim, information and
engineering services. For a free
copy direct requests to CNA's
communications department.

- American Home Assurance
Co.'s new 12-page brochure on
Directors And Officers Liability
Insurance speakes to the direc-
tors, officers, or trustees of any
kind of public, private or fami-
ly-owned corporation, a bank or
savings and loan association, or a
non-profit and/or charitable or-
ganization. It is free to agents,
brokers, and buyers by writing
the firm, Dept. A 14, 102 Maiden
Lane, New York, N.Y., 10005.



- Workmen's Compensation And
Self Insurance-A Dialogue For
Decision Makers is a comprehen-
sive discussion of self-insurance
as it pertains to workmen's com-
pensation. This in-depth study is
designed to give the corporate de-
cision maker or his broker a
clearer understanding of the con-
cept of premium retention plans
and the advantages such pro-
grams have to offer to the sophis-
ticated insurance buyer and/or
broker. For a copy write R. P.
Hewitt, President, Hewitt, Cole-
man & Associates Inc., P. 0. Box
3665, Greenville, S. C., 29608.

-General Fire Extinguisher
Corp.'s Fire Extinguisher Selec-
tion Guide is a foldout containing
color illustrations of the compa-
ny's line of hand portable and
wheeled fire extinguishers in-
cluding models in dry chemical,
CO:, water type, Freon 1301, soda
acid and foam. For a copy write
G. N. Shields, 1685 Shermer Rd.,
Northbrook, lll., 60062.

- Mardix Security Systems has
published Personnel Entrance
Control With Videoguard En-
trance Model VG-300 explaining
the advantages and cost savings
derived from use of their system.
The system enables one opera-
tor-guard to control several en-
trances from a single location
with a remote-control console.
For a copy write R. C. Hix, 900
Stierlin Rd., Mt. View, Cal., 94040.

- A booklet dealing with The 10
Commandments Of Executive
Compensation, has been released
by Towers, Perrin, Forster &
Crosby Inc. It deals with today's
environment, taxation, cost effee-
tiveness, reward equals risk and
inidvidualization. For a copy
write Joseph A. Banik, Three
Penn Center, Philadelphia, Penn.,
19102.

- The W. H. Brady Co. has pub-
lished Catalog No. 520 which in-
cludes product descriptions cover-
ing industrial identification sys-
tems to promote safety and pro-
tection of property such as wire
markers, pipe markers, accident
prevention signs, reflective mark-
ing, warning stripes and aisle
markers. For a free copy write
R. W. Kuhr, 727 VW. Glendale
Ave., Milwaukee, Wis., 53201.

- The Highway Safety Founda-
tion Inc. has released a brochure
listing films available on the sub-
jects of highway safety and secu-
rity, crime prevention and train-
ing. Motion Pictures That Tell It
Like It Is gives a synopsis of each
film, including specifications,
time and purchase price. For a
copy of the brochure write Earle
J. Deems, Highway Safety Foun-
dation Inc., 890 Hollywood Lane,
P. 0. Box 1563, Mansfield, O.

= National Compensation Serv-
ices Inc. has available to prospec-
tive self-insurers a brochure de-
scribing the firm's services, cash
flow charts depicting a compari-
son between self-insurance and
insurance, a loss pay-out chart
showing the cash advantage to a
self-insurer and a sample feasi-
bility study comparing the new
cost of an insured program with
that of a self-insured program.
For more information write the
firm at P. O. Box 2345, Pleasant
Hill, Cal., 94523.

< Protection For Any Building
Starts Here is a booklet describ-
ing methods of preventing forced
entry through narrow stile (glass
and metal) entrances by using
the Adams Rite Manufacturing Co.
lock. For a free copy write Jack
Buzard, Advertising Manager,
Adams Rite Mfg. Co., 1425 Grand
Central, Glendale, Cal., 91201.

SS'

"This year, we're working on
5600 million worth of construction insurance.”
Says George Shattuck, "For decades, the cities of
New England have been in love with tradition. Now,
they're starting all over again. To build a new city,
you need new kinds of insurance. That's what we supply.
George Shattuck is a vice president in Johnson & Higgins'
Boston office. One specialty there is novel forms of casualty
insurance. These cover the builders of the huge new projects,
from airports to offices to residential communities, which are

transforming whole regions today. "In New England or anywherei'

George says, "offering every last workman coverage in one
insurance program demands the specialisC'

What's true for the construction industry is true for
every industry Your own included. Johnson & Higgins has offices
in major cities here and abroad. Call us.

We'll make your insurance work for you. Johnson & Higgins

the construction industry's insurance broker

1¥hen | was a lad,

I built sand castles

on the beach at Chatham:'
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Florida insurance department takes
control of First American Insurance

MIAMI — Aol Viiemi isdareasort order -~

ance company amassed debts ex-
ceeding $1.4 million before the
Florida insurance depa rtment
stepped in to assume control of
the firm, the department has
charged.

Asking the court for authoriza-
tion to liquidate First American
Insurance Co., the state insurance
department characterized further
rehabilitation efforts as "futile."

State Insurance Commissioner
Tom O'Malley stepped in Feb. 4
to conserve the firm's assets until
the court could determine wheth-
er it should » remain in business.
Commissioner O'Malley's office
warned then that First American
was in such financial jeopardy
that it might have to be liquidat-

DEPARTMENT investigators
estimate that the company would
owe creditors more than $1 mil-
lion even if all its assets could be
converted into cash immediately.

Twice, the state sought to reha-
bilitate the company. Former In-
surance Commissioner Broward
Williams insisted the firm was in
sound financial shape right up
until the final week of his admin-
istration, when he moved against
it.

First American formerly was
controlled by former State Sen.
L. A. "Skip" Bafalis, who stepped
down as president only when he
made an unsuccessful bid to be-

come Florida's governor. C Busi-

ness Insurance, March 1.)

Mr. Bafalis, who assumed its
presidency after the firm was
"rehabilitated"” the second time,
defended it as "financially sound
(with) a stock portfolio that is a
good one." He voiced that defense
after State Sen. Gerald Lewis of
Miami had told a special insur-
ance investigation committee that
the firm was in trouble.

NOW, THE insurance depart-
ment contends that First Ameri-
can owes $239,960 as a result of
10 court judgements and 40 set-
tled and processed claims, and
has 164 other unpaid claims
which have been settled but not
fully processed.

It said the firmnn lacks the

Let's Talk About

$100,000 surplus required by state
law and is $135,475.21 short of the
required $500,000 capital.

First American attorneys have
acknowledged that the company
is financially "impaired" under
state law and has not paid its
claims.

More than a year ago, it was
disclosed that the company had
ignored insurance department
warnings by hiring a man indict-
ed for fraud in the collapse of a
Minnesota insurance company.

MR. BAFALIS then defended
the employment of Phillip Kitzer
Jr., saying he had been cleared of
all charges stemming from the
failure of American Allied Insur-
ance Co. of Minnesota. Mr. Kitzer
was retained by First American
as a consultant.

Mr. Bafalis' name also was
linked with that of defunct State
Fire and Casualty Co. He served
for about six months as a $250-
a-month consultant to the failing

Your Problems 1

in talking with insurance people these
days, you hear a lot about their problems
-capacity problems, rate problems, ex-
clusion problems, etc. Certainly they are
real enough, only they aren't necessarily
your problems. You already know your
problems. But are you getting solutions?

At A&A, solving problems is our busi-
ness. We develop capacity, design effec-

tive risk protection, whether through
insurance or self-insurance. We help you
conserve your cash where possible
through judicious deductibles or loss con-
trol. We'll even set up your own insurance

company if that's feasible.

Talk to A&A about your protection prob-
lems. We'll not burden you with ours.

ALEXANDER & ALEXANDER

INCORPORATED

INSURANCE BROKERS

Consulting Actuaries

Average Adjusters

Everywhere In The Free World

company and his adustment firm
did extensive work for State Fire.

The legal action that placed
First American in Commissioner
O'Mallley's control came from
Circuit Court Judge Gene Wil-
liams in Miami. Judge Williams
heard insurance department attor-
neys warn that an uncompleted
audit of the company's books had
left them "very pessimistic.”

First American's attorneys ear-
lier mentioned Gene MeFerrin of
Baton Rouge, La. as a "prospec-
tive buyer” for the firm, but
said any sale had been delayed
pending determination of who ac-
tually owns the company's stock
and where it is held. -

Court rules
on religious
lobless pay

LITTLE ROCK, Ark.-The Ar-
kansas supreme court issued a
decision that apparently makes it
mandatory of nonprofit, self-sup-
porting, religious organizations to
pay unemployment insurance con-
tributions for employes.

The court's ruling came in a
case involving the Shiloh Trust, a
nonprofit, self-supporting reli-
gious organization, which oper-
ates a service station at Sulphur
Springs, Ark. The trust contend-
ed that it was not liable for un-
be-

employment contributions

cause the station attendants; did
not perform services for wages
and that no employer-employe
relationship existed.

The trust was organiz ed in
Sherman, N. Y., in the 1950s and
moved its members and families
to 118 acres of land near Sulphur
Springs in 1968. The members
grow and sell natural foods to
supplement incomes of the $150,-
000 trust of real estate and stock.

SHILOH HAS 20 to 25 mem-
bers in Arkansas and several
others in New York. The court
described the clan as "a compar-
atively small, self-sufficient or-

ganization, apparently having
some interdenominational reli-
gious aspects."

Shiloh members of pre-school
age receive $3 every four weeks
and adults are paid $28.60 every
four weeks whether they work or
not. Because of this arrangement,
Justice John A. Fogleman dis-
sented, saying that the four serv-
ice station attendants didn't re-
ceive "wages," the payment of
wages being a prerequisite to the
making of unemployment contri-
butions.

The court's majority, in a five
to two vote, said they could find
no validity in the trust's claim of
being a religious organization.
"To the contrary, the main aim of
its commercial activities appears
to be that of providing the living
expenses of a small group of per-
sons who have banded together
as a self-supporting community."

JUSTICE George Rose Smith
concluded in the majority's opin-
ion: "We cannot disregard the
fact that, even though Shiloh is a
comparatively small group, , our
decision serves as a precedent in
other cases.

"Here we have a self-sufficient
colony whose members are earn-
ing a livelihood in competition
with others. If Shiloh is exempt,
the same exemption might be
claimed by larger cooperative
groups engaged in substantial
business ventures and paying
their members much larger sums
than those involved here.

"The end result would be to
cast upon the competitors of ex-
empt organizations an unfair share
of the tax burden that is needed

to combat unemployment.” -



It's hard to get fired up
over plant protection

Getting that sales curve up off the floor is
going to take some massive effort. Meanwhile,
who minds the plant protection program?
Does it get shuffled aside? Getting a plant up
off the floor after a major disaster can take an
even more massive effort. An Arkwright-
Boston man can help you keep your plant
protection program fit. Call him in today, no

matter in what direction your sales

curve is headed.

ARKWRIGHT-BOSTON INSURANCE

Executive offices: 225 Wyman St., Waltham, MA 02154 #F |—<J
Arkuright:Boston Manufachusers \Muual nsurance Company
Factory Mutual Insurance O 1 2 : O

Offices in major cities throughout the United States and Canada

when the sales curve has just dropped.
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Personna 74 blades get nicked In
promotion; company 'well insured’

NEW YORK-The American
Safety Razor Co., a division of
Philip Morris Ine., has said that if
repercussions from a newspaper
promotion for Personna 74 blades
swell to unexpected heights, they
are "well-insured.”

The company's liability cover-
age is written by Aetna Casualty
& Surety but, according to a
source, "Aetna won't cover this
particular instance. This is a spe-
cial project situation and Aetna
does not cover it."

The whole strange situation
came about when American Safe-

ty Razor ran a promotion for its
Personna blades in Sunday sup-
plements of newspapers in at
least 10 cities around the country.
The promotion consisted of a
packaged razor blade, inserted in
the newspapers :0 run in con-
junction with an advertisement.
The news media, particularly in
the Los Angeles area, were del-
uged by phone calls from out-
raged parents, who felt that the
bl ade inserts were a danger to
children. The sample blade was
wrapped in three protective coat-
ings and bore a warning to keep

away from children.

The Tederal Trade Commission
attacked the promotion under a
law prohibiting "misleading, de-
ceptive and unfair acts in com-
merce.”

AMERICAN SAFETY Razor

has since decided to stop the pro-
motion even though it felt that it
had "developed the safest pack-
aging method ever used to dis-
tribute razor blade samples.” One
official of the company popped
one of the samples into his mouth
to demonstrate his confidence in

the packaging. The promotion
was halted, in the words of an-
other official, "because of our de-
sire to still any fears, however
unfounded they may be."

Thcugh there have been reports
of at least two children receiving
lacerations from the samples, the
company said that there have
been no substantiated claims and
one official has charged that the
rash of injury complaints may
well have been inspired by com-
petitcrs.

A spokesman at American
Safety Razor pointed out, "The
complaints we have been getting
are two-fold. Those who thought
the samples were unsafe and those
who were mad because they did
not get the blade.”

He said that the samples did
not appear in all the newspapers

The Ansul SystemTakes Some of the Risk
Out of Risk Management

But that'snot the Ansul System
in the picture-only part of it.

We can't show you a picture of
the Ansul System because it's an
idea a total fire protection
concept. It includes professional
hazard analysis, precision engi-
neered equipment, training for
employees and a nationwide

service network to take care of

the equipment.

What we have shown is an

Ansul "clean agent" fire control
system-created to protect
hazards that, until now, no one
has been able to protect ade-
quately. Computers, for example,
or record storage rooms any-
place housing sensitive electronic
equipment or valuable objects.
The system knocks out fire within

535& 301

seconds without leaving damag-

ing residue.

It's a unique idea but as we
said, it's only part of the Big
System. Ansul makes fire
extinguishers, but we sell fire

protection . . and there's a big

difference. It's a difference that
can take a lot of the risk out of
risk management.

The Ansul Company,
Marinette, Wisconsin 54143

The Ansul System ;]

the company had originally con-
tacted. "Fifty papers were con-
tacted but 11 turned the prorno-
tion down for various reasons-
one being that they did not like
the idea of razor blades appearing
in their papers.”

He also noted that "hold harm-
less agreements" were signed be-
tween the company's advertising
agency and the newspapers that
requested them. "The agreements
were all encompassing and were
signed between the agency and
the papers but the agency was
just the middleman. The buck
stops at Philip Morris."”

The cost of promotion was in
the $1 million-plus range. The
spokesman at the company said
he "tended to doubt” if the mon-
ey could be recovered now that
the promotion had been halted. -

Sun Oi/ we//

exp/osion
destroys rig

EL RENO, Okla.-A drilling
rig valued at $350,000, was des-
troyed when a Sun Oil Co. well
12 miles southwest of here had a
gas blowout and fire on March 9.

The rig was owned and insured
by the O'Neal Drilling Co., which
was drilling the well, with P. H.
Wagoner & Co., Dallas Tex. No
other equipment was destroyed.

The fire occurred when a line
below the blowout pre ve n ters
broke after they were.closed. Red
Adair's wild well control special-
ists, Houston, Tex., were called
by Sun Oil, who will pay for their
service. John Sidney Smith of
Sun Oil said that there was no
way to estimate the cost of the
specialists because they are still
working to control the fire. Mr.
Smith also said that since a gas
blowout on land is rare the Sun
Oil company did not carry insur-
ance against it.

The Askew Adjustment Co.,
Oklahoma City, Okla., and the
J. W. Walker Co., Dallas, are
handling the loss adjustment. -

VWV blaze

covered by
Century

SAN ANTONIO, Tex.-Centu-
ry Insurance Co. Ltd. is the ma-
jor carrier involved in the $9
million fire at the VVolkswagen
connplex here.

The fire gutted the six-building
complex of the auto maker's
south central distributorship on
Feb. 26. Approximately $4.5
millien of the loss was in auto
parts, the remainder in building
and computer equipment damage.
Volkswagen has a special multi-
peril package policy, according to
a company spokesman, that covers
buildings, stock and contents. The
policy has blanket limits and no
deductibles.

The company has extra ex-
pense insurance but no business
interruption cover.

Volkswagen
throughout the country are pro-
viding parts for the five-state area
serviced by the south central of-
fice, which will not be operational
for.about a month. -

distributorships

Surburban fringes

In West University Place, a
Houston suburb city employes
will begin to receive free hospi-
talization and life insurance. Un-
der new fringe benefits, the city
will pay for group insurance pro-
viding hospitalization and $2,000
in life insurance for each employe.
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DuBain tells ASIM the capacity's

there if they know how

SAN FRANCISCO-"Any time
someone can't get insurance,"” ac-
cording, to Myron DuBain, "whe-
ther it's a motorist unable to get
automobile coverage or an indus-
trial insurance manager unable to
Obtain full limits coverage on
multimillion dollar exposures; it is
a capacity problem.”

Capacity problems and possible
solutions were reviewed for the
insurance forum of San Francisco
by Mr. DuBain, senior vp, Fire-
man’'s Fund American Insurance
Cos. The subject was a matter for
considerable "in-the hallway" and
seminar sessions during the
American Society of Insurance
Management's annual meeting
here.

INn the context of money re-
sources, the capital and surplus
required to support a given pre-
mium base, Mr. DuBain insisted
"there is adequate capacity to
properly service world insurance
markets in total and to sustain
writing any single insurance risk
we have today. Strictly in the
financial sense, there just isn't a
single risk anywhere that we can-
not write, even though unique
situations such as natural catas-
trophe might push us beyond our
limits.

"WIm.E WE HAVE adequate
capacity,” he continued, "it is not
always willing capacity. Under-
writers are taking a more con-

O S o

You get more
than facts and figures

when you talk
industrial insurance with

Frank B. Hall

You get a lot of creative thinking, Our
executives don't work with paint or marble. Their
medium is the wide variety of insurance plans
available from companiesall overthe world.

And their art is custom-designing a pro-
gram that gives you the most for your money.
By giving you better, more efficient coverage for
the amount you now spend. Or getting the best

services at a lower cost.

You can't get this kind of versatility from

Frank B Hal

to reach it

servative stance and it has be-
come difficult to place the mar-
ginal risks."

Mr. DuBain, who recently re-
turned from a trip to England,
reported that "London underwrit-
ers are taking a more critical look
at the American market. They
feel their losses are attributable
to experience on U.S. business
and they are now feeling the
pains of several years of unsatis-
factory results.

"It is the position of the lon-
don underwriters,” Mr. DuBain
pointed out, "that if they can do
better with their capacity in other
world markets, they shouldn't
bother with American business.

London is not just arbitrarily

abandoning the U.S. but neither
is it going to stay on a losing
basis.” He asserted the end result
is that capacity that once was
freely available in the U.S. is now
"unwilling to expose itself to con-
sistent underwriting losses and
that will not change until the
business can be put back on a
profitable oasis.”

Mr. DuBain also warned that
"the unwilling capacity of today
may well become the. nonexistent
capacity of tomorrow. There is
not much of a cushion, "to absorb
continued premium growth of the
magnitude required by expanding
world economies, technological
change and rising values.”

INCOME FROM the investment
side of the insurance business, he
said, has in past years offset
losses and permitted continued
writing of insurance. "Some mu-
tual companies," he said, "have
been forced to curtail their writ-

ings because their surplus posi-

0o 0
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a single insurance company. Or from a broker
that's too impersonal to encourage artistic
expression. Or who does not provide the tech-
nical services requied. You can get them from
Frank 8. Hall. We've been masters in the art of
insurance for over 100 years.

So if you think insurance is iust a lot of
dry statistics or that creativity has nothing to do

with dollars and cents, call Frank B. Hall. And

put our imagination to work for you.

&8, Inc:The Cleative Insurance Brokers O

Average Adiusters « Employee Benefits Consultants « Actucries-67 Wall Street, New York, N.Y. 8212} 944-3300 and offices in Chicago, New Orleans, -os
Angeles, San Francisco, Oakland, Portland, Ore., Seattle, Anchorage, Honolulu. London. Osto, Hing Kong; Adelcide, Brisbane, Melbourne, Perth, Sydney

Incorporating Parker & Co. International, inc.-Aviation and General insurance

99 Pork Avenue. New York /212/ 687-6960'and Philooelphic. Son Francisco, Corot Gables. Orlando, Jacksonville. Washington, Atlanta, Boston, Bermudo, Mexico City. Corocos

tion was impaired when the se-
curities market took a downturn.

The situation has now eased a bit.

"If the next prolonged period
of underwriting losses is accom-
panied by a severely depressed
securities market,” Mr. DuBain
said, "l believe we will be faced
with an upsurge in the flight of
capital from the insurance busi-
ness into other, more profitable,
enterprises.

"If that happens,” he warned,
"today's capacity problems will
pale in comparison. The only
sound solution is to put under-
writing on a profitable basis. We

cannot continue to rely upon in-
vestment income.

"We need revenue from our in-
surance operations,” he noted,
"not only to build up our capital
and surplus base and to retain the
base we now have, but also to

free the available capacity for use
in the market.”

AT FIREMAN'S Fund, he re-
ported, "we increased our net re-
tention on property lines by 25%
last year, the second such in-
crease in the past five years. And
| know other companies, are doing
the same.”

Al lot that is said about the
capacity problem, in his opinion,
is the result of "fuzzy thinking”
and he cited an example of a
broker who submits a risk to the
company.

"T h e underwriter says, 'No
thanks, | can't take it at your
price and terms.' The broker and
his client scream capacity prob-
lem. The real problem is that the
insurance buyer is trying to
equate the availability of insur-
ance with the availability of in-
surance at his price and at his
terms. They are not the same.

"l can't fault a buyer for shop-
ping low price and favorable
terms,"” Mr. DuBain continued,
"but when the buyer's idea of
proper rates and terms is below
the level at which the underwrit-
er can hold a reasonable expecta-
tion of profit, there can be no sale
-and no capacity.”

MR. DUBAIN cited a recent
instance 'in which Fireman's Fund
received a submission from a
company that designed and engi-
neered chemical processing sys-
tems, manufactured the parts for
the systems and built the installa-
tions.

"We were asked," he said,. "to
write the entire package; archi-
tects and engineers, errors and
omissions, all-risk builders cover
with virtually no exclusions,
product liability and the whole
works.

"Under those terms, Fireman's
Fund would have been in the po-
sition of insuring that the entire

chemical process would work
from raw materials to finished
product. We would have been in-
suring a business risk. We de-
clined the terms and this was
called a capacity problem.
"However, by revising the
terms, we were able to write the

risk. It was not a capacity prob-
lem at all.”

RATES ARE GOING up, he
warned, "in some cases substan-
tially. The one word | heard in
London more than any other was
‘Inflation.” Underwriters there
feel that the American market
was slow in recognizing the full
significance of inflation and re-
luctant to accept higher rates and
higher deductible to combat in-
flationary pressures, no matter
how justified."”

Many deductibles now in use,
Mr. DuBain claimed, are unreal-
istic.

"A risk that was willing to ab-
sorb the first $100,000 of a loss
ten years ago," he said, "probably
should be thinking in terms of a
$200,000 deductible today, just to

Continued on page 52



PORTLAND, Ore-It is one of
the great ironies of history that
modern warfare, despite its de-
structive nature, stimulates the
necessity to find answers to the
military and human problems it
creates.

The medical specialty of physi-
cal medicine and rehabilitation is
an outstanding example of this
point. Fortunately, knowledge
gained largely in efforts to reha-
oilitate disabled American war
veterans is being used to help
many people whose injuries and
diseases are totally unrelated to
military service.

The Rehabilitation Institute of
Oregon in Portland, the only fa-
cility of its kind in the state, pro-
vides physical and vocational re-
habilitative services to the dis-
abled from Oregon, southwest
Idaho, Montana,
northern California and as far

Washington,

away as Louisiana. About 90% of
the patients, however, come from
Oregon.

DR. LELAND L. CROSS, exec-
utive medical director of the in-
stitute, is a physiatrist, a physi-
cian who specializes in physical
medicine and rehabilitation. He
was director of physical medicine
and rehabilitation at the Los An-
gles County Harbor hospital
and a member of the teaching
staff at the University of Califor-
nia medical school in Los Angeles
before coming to Portland. Dr.
Cross is presently an assistant
professor of neurology in rehabil-
itation at the University of Ore-
gon medical school.

"Physical medicine and reha-
bilitation as a medical discipline
are less than 25 years old. Histor-
ically, the role of the physician
and the general hospital has been
directed toward curative medi-
cine, which in laymen's terms
means dealing with the patient's
immediate medical problems and
restoring him or her to a state of
good health or as close to it as

possible," said Dr. Cross.

After World War Il, the nation
was faced with thousands of
young men returning home with
missing arms and legs as well as
spinal cord and other injuries
leaving them paralyzed, the doc-
tor noted. "These men could have
been pensioned off and forgotten
but Congress decided the nation
owed them much more and as a
result the VVeterans Administra-
tion launched a heavily financed
program to see what could be
done to help prepare them for a
meaningful and useful life.

"This action by Congress pro-
vided the major impetus and fi-
nancial support for the rapid de-
velopment of physical medicine
and rehabilitation and is largely
responsible for the existence of

facilities such as ours across the

country,” Dr. Cross said.

In 1969, the institute admitted
301 patients who received almost
10,000 days of inpatient care as
well as nearly that number for
outpatient treatment and consul-
tation. The average stay for in-
patients was 32 days. Those
served included post-stroke pa-
tients, amputees, paraplegics and
quadraplegics, and these with hip
fractures, severe back injuries,
head injuries and other problems.
The institute has 38 beds for in-
patients.

"Twenty years ago, because of
kidney infections, paraplegies and
quadraplegics seldom lived more
than a few years. But today, due
to the discovery of antibiotics,
their life expectancies are nearly
those of normal people,” Dr.
Cross stressed.

"We get many young people
with spinal cord injuries caused

J. H. Kennedy, M. D.

by auto accidents. These young
people could spend their lives in
a wheelchair in some nursing
home or we can try to bring them

up to their highest level of per-
sonal function in the physical,
psychological, social and eco-
nomic aspects of life.

"If a young fellow spends the
rest of his life in a nursing home
the cost will run between $150,-
000 and $500,000," he said. "But if
we can help make him economi-
cally independent or semi-inde-
pendent this cost to society will
be reduced and at the same time
his personal life is going to be

more enjoyable and worthwhile.”

THIS IS WHAT physical medi-
cine and rehabilitaticn is all
about, according to the doctor and
the field is going to be even more
important in the future because
continued advancement in science
and medical technology will in-
crease the life expectancy of ev-

eryone, particularly the disabled.

NATLSCO offers
loss control services in

the Kemper Insurance tradition with or
without a Kemper policy.

Unmwa uQ

Doris Olds

The U.S. has been far behind
most of the Western European
nations in this field. The Scandi-
navian countries, England and
Germany had such programs be-

If your organization needs a total package of insurance protection, you won't find

a better carrier than one of the Kemper Insurance companies: That's why so many
thousands of industrial, governmental, and institutional policyholders have
come to us. In addition to complete and flexible underwriting facilities and fast, fair

claim service, we're able to offer whatever loss control services they may require.

In certain situations, however, you may have a need for one or more of our
services, but not the insurance policy itself. We can fill this need through the National
Loss Control Service Corporation (NATLSCO), a subsidiary of Kemperco.

Self-insured corporations, public agencies, retail chains, and trade

associations can now take advantage of NATLSCO loss control

engineering services and claim handling, on a contract basis.

NATLSCO consultants have years of experience in many specialized
areas. In the fire protection field, for example, they'll conduct life safety

and property protection surveys for schools, hospitals, and apartment

buildings. They'll also make studies of any special-problem situations.
If you have pollution problems, they'll take air samples, make analyses,

and assist in the selection and design of appropriate control equipment.
NATLSCO also provides boiler and machinery inspection services for

government agencies and private industries.

The Kemper/NATLSCQ team offers these services separately, or as
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fore the 20th Century. Canada has
also made much progress in this
area. The hospital for the industri-
ally injured in Vancouver, B. C.,
is considered the most advanced
type of facility of its kind in
North America.

"1 think part of this can be
attributed to our frontier heritage
as a nation. America became in-
dustrialized and urbanized so
rapidly there were many new and
complex matters to be solved and
somehow this was overlooked,”
Dr. Cross contends.

Because the specialty of physi-
cal medicine and rehabilitation is
relatively new, there are only ap-
proximately 600 physiatrists in
the country. Presently, about 60%

of the nation’'s 104 medical
schools offer training to students
in this field. The University of

Continued on page 18
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part of a complete package of protection. For details, write

Walter White, Sr. Vice-President, Kemper Insurance,

4750 Sheridan Road, Chicago, lllinois 60640.

Service Corporation
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W riting a livable benefit act

orporate pension and profit-sharing plan executives, as well as
C plan counselors and advisers, are being urged to help write a "liv-
able" federal employe benefit security act The bill (H R 1269) to
revise the Welfare and Pension Plans Disclosure Act is in its second
season of hearings before Rep John H Dent's (D -Pa ) House general
labor sub-committee and the Senate has recently approved a $475,000
allocation to study the subject Last year it received $265,000
The House bill would provide federal standards for fiduciary
responsibility and disclosure, mandatory vesting formulas, prescribed
funding schedules, insurance of unfunded vested liabilities through
the Pension Benefit Insurance Corp (to be created by the act) and
investigatory, enforcement and penalty powers for the Secretary of
Labor It has been termed by business as "antagonistic in part" and as
requiring disclosure of unnecessary Information to the government
Drafters of the bill maintain that it is highly flexible and that business
has not studied the proposal or provided the feedback needed to reach
a realisitic solution
Those who may someday be regulated by the proposed legislation
have raised many pertinent questions about It but, according to the
law makers, they haven't been asking them in a loud enough voice
One corporate executive compared the proposal to the truth-in-lend-
ing legislation that resulted from credit scandals "Truth in lending
makes it mandatory to inform people of what they are getting into,”
he said, "but it does not fix interest rates " Why, then, should a bill to
establish disclosure of pension and profit-sharing plan status to
participants also dictate vesting and funding requirements," he asked
Plan advisers and investment counselors have also asked for a
clearer definition in the proposed law of those who fall into the
category of a fiduciary Since everyone subject to the fiduciary
provisions of the act would have to be bonded, an absolute distinction
is necessary between those acting in an advisory capacity only and
those empowered with the discretionary function of investment The
question has also arisen, within the committee Itself, of whether a

court appointed neutral, employed to resolve labor-management dis-

PERSONS WITH HEALTH INSURANCE
( by type of coverage)
1955-1969
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MILLIONS OF PEOPLE

The chart illustrates the wide gap between the number of people
with hospital expense coverage and those with maior medical ex-
pense coverage tha- President Nixon and other national health
insurance advocates are attempting to close The malor medical
category represents insurance company coverage only In 1969
1621 million Amerizans had surgical coverage and 134 9 rn,llion
had regular medical coverage Long- and short-term disability in-
surance covered 9 nillion and 57 million Americans respectively

Source Health Insurance Council

A fresh backdrop

r, ustness Insurance's annual review of safety and security devel-

letters

(This column M a readers' for-
um Letters are welcome Address
Letters to the Editor, Business In-
surance, 740 Rush St, Chicago,
m 60611 )

Sheraton insurance

To the Editor In the Jan 18
issue of Business Insurance there
was an interview article on the
placement of Sheraton's new
blanket insurance program

Although much of the article
dealt with Sheraton's previous
experience, American Mutual was
the only former insurance compa-
ny's name mentioned in the arti-
cle, and although it is pointed out
that they carried the liability por-
tion of the program, we believe
the fact that they were not prop-
erty insurers for Sheraton should
be emphasized

The desire to initiate a new
blanket program was the main
reason for the changeover of lia-
bility insurance from American
Mutual A review of the Ameri-

can Mutual program indicated

D opments will be written this year against a fresh backdrop that that their coverage was respon-
emerged from some s/iking changes in safety and security aleas in sive to the needs of a hotel corpo-

the past year

ration, which | thank you for

A key safety innovation was the passage of federal legislation pointing out in your article Sher-
governing safety in work places, a law that goes into effect next aton's association with American

month. The special safety-security report, to be published June 7, will
include early reactions to the federal program from safety supervisors,
corporate risk managels and "safety establishment" professionals who
are putting the program into operation

The past year has been a time of testing for security techniques and

Mutual has been not only long
but pleasant Furthermore, they
have never carried our property
insurance coverage

We request that you point out
these facts to your readers so that

technology developed to meet social unrest and mounting erline rates they will not be left with any
in urban, suburban and even rural areas Installations never before erroneous impressions about the
threatened by violence or crime now require stringent, sophisticated role played American Mutual or

putes, should be considered a fiduciary

H R 1269 limits pension fund investment in the sponsoring em-

ployer's corporate affairs to 10 % of fund assets but places only a
"prudent man" limitation on profit-sharing fund investments Those
who view profit sharing as a retirement benefit concept have voiced
doubts as to the advisability of a "double standard for fiduciary con-
duet "

The pressure is definitely on to end instances of unemployed 15-year
men, as has happened in the aerospace industry, who find themselves
without a dime's worth of vested pensions And there have been recom-
mendations to expand H R 1269, or other similar legislation, to cover
union-sponsored welfare plans to ellminate such scandals as those in
the barbers' and mme workers' unions

If reforms are to be made, those who question them haven't much

time left to raise their voices
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Continued from page 15
Oregon medical school plans to

offer the training in 1972.

BESIDES Dr. Cross, the Reha-
bilitation Institute of Oregon has
on its staff another physiatrist,
Dr. J. Halisey Kennedy, a gradu-
ate of Ohio State University med-
ical school. Before joining the
staff at the institute, Dr. Kennedy
was a regional medical director
for an insurance company and
was also a medical examiner for
the Social Security Administra-
tion. He believes society's views
in regard to the economics of
physical disability need to be re-
evaluated.

"We pay people to be disabled,”
he said, "instead of paying them
to be productive. with a disabil-
ity.

"When | was with the Social

Security Administration, we had

a case involving a severely men-
tally retarded young man who
worked for his faiher,.a plumber.
He was too retar:led to be em-
ployable on his own but because
his father employed him and took
a personal interesi in the boy, his
claim for Social Security benefits
was rejected.

"Technically he had a job .but
only because his father wanted to
be a good parent and provide his.
son with some kind of activity
and feeling of accomplishment.
But as a result, =he boy was fi-
nancially penalized.

"I THINK the same concept.
applies with worcmen's compen-
sation. If the inj ured worker
makes a real effort to rehabilitate
himself, his chances of getting a
fair financial seltlement .for the
inj ury received are lessened. The
injured worker seeking a finan-
cial .settlement of his claim has to
appear as disabled as possible to

get fair compensation,” Dr. Ken-

nedy said, adding. that, "this is
also often the case in personal
inj ury litigation.

"You really can't blame these
people too much because society
rewards disability and usually
penalizes the disabled when they
try to help themselves.”

Dr. Kennedy has some strong
views cn employe health. insur-
ance programs as VWhey affect
handicapped workers "The hu-
manitarian employer who 'hires
handicapped workers soon dis-
covers his group health insurance
rates have gone up. This discour-
ages employers from hiring the
handicapped.

"In England, the government
assigns handicapped , workers to,
the various industries in a city
and the employer has no choice in
the matter. But neither does the
employe so this isn't the answer
either,” he said. Freedom of
choice should be available to

both.

While private physicians and

The ACI

Bankruptcy Shield

general hospitals direct their ef-
forts at curative medicine, the ins-
titute views not only the patient's
medical problems but also his hu-
man problems.

Mrs. Doris Olds is one, of two
medical social workers at the in-
stitute. She has a master's degree
in -social work administration
from the University of Chicago
and has been working at the in-
stitute with patients and their
families for the past two years.

"A patient here isn’'t just a
physical entity with a particular

medical problem," she said. "Each
one is unique as a person with a
specific psycho-social situation.
But one thing every patient needs
is hope.

"The psychological impact of a
serious injury or illness can be
tremendous. One man told me
that all he saw in front of him
was a black hole. Our job is to
help him find the light at the end.
The common reaction for many

patients is 'I'm no good any more.'

Safeguards you from creditrisks.

An ACI- policy protects you from the often-
deadly efects of default by a major customer.

High Power Sales E ne

Solid protection from loss . '*-~
provided by ACI lets your

sales department operate

2=

at full power without bog-
ging down in customer

credit problems.

Anti-Credit
Crunch Armor

American Credit In-
surance® from ACI
insures your receiv-
ables, sothatbanks
andothercredit

sources are

more willing
to lend.With

faster collec-
tionS, you'll
need to borrow
eSS, too.

Slow-Pay Squeezer
Slow-pays cin really tie up

your workirg capital - but ACI
can assist you with a practical
plan to put pressure on slow-pays

to pay up...so you can use

It guards you from customer bankruptcy

the same way other insurance guards
you from fire, theft, and liabil-

i-y. Cost? Usually just a

vy . fraction of 12 of

your sales
volume.

Credit Check Searchlight

Verifying customer credit
is complex and time-

411 - consuming. AGIB profes-

tions help you

j get a Clear

view of cus-
tomer credit
worthiness.

Get the facts fromACI,the recognized

leader in credit insurance.

your capital for increased profits.

ACI

AMERICAN CREDIT INDEMNITY

/1 More se-vice for your business from

American Credit Indemnity Company
201 N. Charles Street, Dept. 1023
Baltimore, Md. 21201

Gentlemen: Please send me your book, "Play

It Safe with ACI."

Name..

Company .

Address. . .

/C\ COMMERCIAL CREDIT-BUSINESS SER'/ICES:

(C C) business loans « factoring . credit insurance «
-,® equipmint - vehicle - aircraft financing and leasing

C.ty...

"IN SOME CASES this depres-
sion requires treatment by a psy-
chiatrist,” she said. "Sooner or
later every patient must face his
moment of truth. We try to get
them to face the truth with hope.
AN institute such as ours isn't a
miracle factory but all people
have some inner strengths that
can be drawn upon and even the
most serious disabilities leave the
patient with - some physical or
mental resources.

"You, must be honest with the
patient at all times or you'll lose
his trust and confidence. Strange-
ly enough, I've had cases in
which the patient's family needed
psychological support more than
the patient,” she smiled.

Contrary to much public mis-
understanding, the institute is not
financed by voluntary donations
Nnor is it subsidized or a division
of either the state or federal gov-
ernment. It is a private, non-
profit corporation and receives
the bulk of its financial support
from patient fees, including pay-
ments by insurance companies
and Medicare. The crippled chil-
dren’'s division of the University
of Oregon medical school also
pays for the care of a nunnber of
young patients each year.

Secondary sources of income
include funds allocated by the
United Good Neighbor drive,
amounting to about 3 % of its
$700,000 yearly operating budget.
Payments from the Oregon de-
partment of public welfare ac-
count for about 1 % of its revenue
and the institute receives pay-
ments from Oregon workmen's
compensation carriers and the
Oregon state division of vocation-
al rehabilitation for services pro-
vided to patients referred for

treatment or evaluation.

DESPITE efforts by public and
private agencies, Oregon has not
been one of the most progressive
states in regard to the financial
support for programs designed to
benefit the physically disadvan-
taged, said several staff members.

Successful rehabilitation does
not come in great leaps but in-
stead is a day-by-day, inch-by-
inch battle. This forward effort is
usually a frustrating and difficult
one. Many of the male patients
previously worked in the forest
products industries and find it
difficult to adjust to a life style
that limits their physical activi-
ties. It is particularly frustrating
for a man who has worked in the
woods or on some other j ob re-
quiring great physical agility to
suddenly find himself with an ar-
tificial leg or in a wheelchair.

Mrs. Sue Sakai, the institute's
other full-time medical social
worker, pointed out the impor-
tance of a sound follow-up pro-
gram for the patient after he or
she returns home. "Almost all the
patients here are referred by
their personal physicians. The
physician is given a full report on
the patient. In this sense, the in-
stitute helps inform the physician
so he can better understand the
patient and all of his needs in-
cluding those beyond what could
be considered strictly medical.

"The patient who returns home
to a good family situation in a
community that has resources for
a continued program of rehabili-
tation under the guidance of a
physician," she said, "had a sub-
stantial advantage over the one

who doesn’'t have this kind of

supportive help.

"THE PROGRAM here is con-
centrated and comprehensive but
it has its limitations in time and
what can be accomplished. A
good part of medical social work
involves the linking together of
all social resources to give the
patient the best possible chance to

Continued on page 20



speaking of safety

Safety program at Tennant based
on skill of well-trained employes

MINNEAPOLIS-Safeguarding
equipmentand havinga well-
planned fire protection program is
not the entire answer to - sound
plant safety: The real answer lies
in making employes consciously
aware of the need for strong safe-
ty practices.

With this underlying thought
the Tennant Co., manufacturer of
sweepers and allied specialized
maintenance equipment, has de-
veloped its safety and fire pro-
tection program.

According to Tom Larson,
plant engineer, "The success of
your safety prograrn depends a
great deal on the foremen -and
supervisors." He contends that
these people have the most direct
contact with the employes and
consequently the most influence

on them.

AT TENNANT, the foremen
comprise a safety committee that
meets once a month to talk out
problems, review accidents and
inspect work areas. Prior to each
meeting two members make a
general housekeeping inspection
tour to check _ for unguardednna-
chines, unsafe practices and un-
clean work areas.

During -these,inspection tours,
said Mr. Larson, "we check to be
sure all employes are wearing
their safety glasses. Because of
the nature of our work,. all em-
ployes and visitors to the plant
area must wear safety glasses."

Mr. Larson posts announce-
ments of forthcoming safety
committee meetings on bulletin
boards to give employes a chance
to air complaints or discuss
suggestions with their foremen.
The foremen then bring these
complaints or suggestions to the
committee meetings.

AS ACON STAN T reminder
for employes the company's safe-
ty rules are conspicuously posted
on bulletin boards. A brief glance
at these rules every so often re-
minds the worker of what the
compahy expects. The highly
mechanized nature of Tennant's
plant operations makes it neces-
sary for employes to develop safe
work habits in order to prevent
injury.

"We stress to our employes
that any injury, no matter how
minor, should be brought to the
attention of the company nurse,”
Mr. Larson -said. He added that
most injuries are of the cuts-
and-bruises type but even these
should be checked by the nurse
to prevent any additional compli-
cations. In most cases the nurse
fills out an - accident report ex-
plaining the. nature of - the injury
and how it occured. These are re-
viewed by the safety committee to
determine whether any additional
preventive measures can be taken.

Workme n's compensation for
Tennant is handled by the North
Rivers Insurance Co. through
Marsh & MclLennan Inc. Periodi-
cally, North Rivers sends a man
to make a safety check of the
plant and "so far we've main-
tained a good record,” Mr. Larson
said.

With the assistance of its fire
insurer, the Factory Mutual,
Tennant has organized fire-fight-
ing crews for both shifts. First of
all, according to Mr. Larson, "we
give to all employes a set of fire
instructions including a two-color
map showing location of alarms
and exits and explaining the du-
ties of each member of the fire-

fighting crew.

WHEN AN ALARM sounds in
the building, crew members grab
their extinguishers and meet at
the control board area. The -con-
trol board contains a panel of
lights, each one corresponding to
a particular department. By not-
ing which light is blinking, the
crew can readily determine the
exact location of a fire.

Other members of the fire crew
have special duties: to see that the
alarm is sent to the local fire de-
partment, that the plant is evacua-
ted, that the dock area is cleared
for the fire trucks, that the fire
department is properly directed to
the location of the fire and to mon-
itor -the sprinkler control valves.
In most cases fires can be located
and extinguished before the de-
partment ever arrives.

Each crew member knows
what his specific job is and as
soon as he hears the alarm he
puts his knowledge into action.
To keep the crews on their toes
"we get together once a year to
review responsibilities of team
members and to practice using
fire extinguishers,” Mr. Larson
explained.

As safety checks, fire alarms
are sounded once a month, sprin-
kler valves are checked every
Monday morning, and monthly
inspections are made to be sure
the fire extinguisher seals are in-

tact

"YOU NEED to have check
lists and you need to have re-
sponsible employes in charge of
making the inspections,” Mr.
Larson contends. "In this way you
can be sure that everything is in

UnA®& % 1®GE

New Insurance ideas,

good  working condition and
ready for use when the emergen-
cy arises."”

The company, also has an em-
ploye ID system and requires
visitors to register with the re-
ceptionist. "This kind of protec-
tion is almost mandatory today,"”
said Mr. Larson, "to guard against
theft of product ideas and even the
theft of products themselves. As we
have become more sophisticated in
our product ideas we have seen the
need for increased product se-
curity.”

Mr. Larson makes some use of
safety slogans and safety posters
but for the most part he prefers
to go the route of supervision.
Personal contact between em-
ployes and the foremen and good
training of all employes "has

been the most profitable course
for us.”

like a group plan for one person.
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Schoo/ board sues firm

over excessive premium

MIAMI-Miami's school board unproductive negotiations between

has gone into court to protest the school board and Connecticut
what it calls "excessive" pre- General.
miums for life and health insur- The suit mentioned no specific
ance coverage of the board's 17,- dollar figure.
500 employes. But school officials say they are
The Dade County school board seeking to recover, with interest,
some $250,000 in dividends and a

$640,000 premium increase de-

filed suit in circuit court against
Connecticut General Life Insur-
ance Co. manded by the company.
School board attorney Robert The five-page suit also calls for
C. Lane Jr. called the case "a "a full accounting” of the more
classic controversy" over what a than $4.1 million in premiums re-
reasonable premium should be. ceived by Connecticut General
over the past 16 months, as well
"WE'RE SIMPLY asking the as a report on all claims paid.
court to decide that question,”
said Mr. Lane, an attorney in the IN NOVEMBER, Mr. Bolles and
law firm of George Bolles. Mr. school insurance experts charged
that the insurance firm had uti-

lized about $250,000 in life insur-

Bolles' firm filed the action,

which culminates two months of

ance dividends to pay off losses
incurred under the health plans.
Mr. Bolies argued that the money
should be returned to the schools.

The dispute dates back to April
1969, when a school board major-
ity awarded Connecticut General
its insuring functions. over the
objections of school insurance of-
ficials and a consulting actuary.
The actuary said then that a bid
by Prudential Insurance Co. was
lower, but it was tossed out by
four board members because of
an irregularity.

In November, Connecticut Gen-
eral asked for a $640,000 pre-
mium increase, indicating that it
would cancel coverage if it didn't
get it. School officials contended
that their policy required a 120-
day advance notice of a rate in-
crease.

Connecticut General provides
health insurance, which is under-
written by the board, and option-
al life insurance, whose costs are
divided by the board and individ-

ual school system employes. It also
provides optional health and addi-
tional life policies for those em-
ployes.

After the school board brought
suit, an attorney for the Dade
Classroom Teachers Assn. said his
group will join in the action. The
CTA will seek to recover what it
called excess insurance premiums
paid by school employes.

The CTA attorney, Tobias Si-
mon, said the association will ask
that the money be refunded to
the school board as trustee of the

ernployes’ contributions. -

Increase vetoed

Mayor Ann Uecello, Hartford,
has vetoed a city council-passed
ordinance for cost-of-living in-
creases in teacher pensions, con-
tending that the provision for au-
tomatic boosts would also be de-
manded by other retired city em-
ployes. She said she is preparing
a substitute ordinance.

VWnNna-5 so new aoou
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The concept of carrying one's own protection
was around long before anyone ever heard about self-
insurance. Buttoday, progressand higher insurance
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Continued from page 18

attain his maximum level of hu-
man functioning,” Miss Sakai
said.

"IN some cases, it may mean
the patient will be able to be
fully employed. In other in-
stance it may mean he will be
able to perform only limited per-
sonal functions, such as dressing
himself."

Occupational therapy in a re-
habilitative sense covers a much
wider range of activity than the
words normally imply, according
to Jean Haase, chief occupational
therapist. "The very fact a person
has been away from normal social
relationships for a considerable
time creates a certain amount of
emotional or mental confusion, or
both, with most people.

"Normal daily living requires
thinking and decision making.
Shopping, for a woman, may
seem very elementary, but it re-
quires thinking in regard to num-
bers and decisions. The post-stroke
patient, or one with some kind of
neuro-muscular disease, may not
be able to perform many routine
duties associated with daily living
without re-educational help.

» VWE CONDUCT all kinds of
tests,” she said, "to determine the
patient's physical and mental ca-
pacity. The games they play are
designed to evaluate eye and
hand coordination, independent
thinking and many other factors
of a therapeutic and evaluative
nature.

"We work with the Oregon di-
vision of vocational rehabilitation
closely but occupational therapy
isn't limited to job placement,”
she emphasized.

A major concern of the insti-
tute is the difficulty many young-
er patients have finding suitable
housing after their discharge. A
drive is now under way to secure
funds for the establishment of a
Wheelchair Halfway House to
bridge the gap between hospital
care and independent living for
disabled youngsters.

The Rehabilitation Institute of
Oregon was founded in 1948 by a
group of private citizens who
were concerned about the well-
being of the physically disabled
in the state. After an up-hill ef-
fort for several years, the insti-
tute moved into its small but rea-
sonably adequate present facility
in 1962.

THE REHABILITATION Guild
is composed of women across the
state who render a wide range of
volunteer services, with emphasis
on fund raising. The current
leading project of the guild is the
Wheelchair House Fund.

Because physical medicine and
rehabilitation is a relatively new
field, its social acceptance has
been gradual. Insurance compa-
nies were at first reluctant to in-
clude this coverage. Private phy-
sicians today, however, are more
aware of it and refer patients far
more often than in the past.

Dr. Kennedy thinks statistical
data relative to the economics of
rehabilitative medicine can read-
ily be misunderstood. "While |
was in training, one of the men
from the bureau of vocational re-
habilitation told us frankly that
they preferred to work only with
patients whose potential for a
rapid vocational adjustment was
good. It looked better to the legis-
lators when the bureau could
show successful results in 18 out
of 20 cases handled.”

Dr. Cross's views are similiar to
Dr. Kennedy's. He believes agen-
cies of state government evaluate
rehabilitation from biennium to
biennium when a long-range out-
look would be the realistic and

more fruitful course to follow. -



Coke is the real thing -

and so was

FALLS CHURCH, Va.-George
Petalas, 76, paubed for a bottle of
Coca-Cola in 1969 and, well, he
definitely was not refreshed by
the action. In fact, he was just
awarded $20,000 by a jury here
after a suit alleging that the bot-
tle contained the remnants of a
mouse.

Mr. Petalas sued the Coca-C6la
Bottling Co. of Alexandria, Va.
and Safeway Stores.Inc. His suit,
asking $100,000 in
claimed that he was "permanent-
ly sickened" by drinking from the
bottle that contained the parts
of a dead mouse as well as
syrup and carbonation. He testi-
fied that he was hospitalized for
three days following the incident
and that he has since been unable
to eat meat. He said he had lived
on a diet of grilled cheese, teast
and noodles.

A spokesman for the bottling
company- said that his firm was
covered by products liability in-
surance "but | didn't think we'd
ever have to use it."

The spokesman told Business
Insurance, "This is the second
time someone has sued us for a

mouse in the bottle in my memo-

damages

letters

Continued from. page 16

wouldn't be liberal in determin-
ing percentage.- of disability for
those who survived that tragic
acciderrt? Under the law, nothing
can be done for the widows and
dependents of those who were
killed. Given a choice between a
25% disability-and a 35% disabill
ity award for the survivor under
these: circumstances, no one would
be conservative.

We prefer proper levels of in-
demnity benefits. This would re-
move the temptation to inflate
permanent disability awards to
compensate the insured for in-
demnity benefit levels that are so
low it is impossible for the dis-
abled employe and his family to
exist. We would like these em-
ployes to receive up to two-thirds
of their pre-injury earnings but
this would increase workmen's
compensation premiums to a level
many would reject, if at the same
time we didn't act on another
serious problem. A large amount
of workmen's compensation dollar
loss goes to injured employes
with minor disabilities and little
or no loss of earnings. On the one
hand, the system denies - those
with real needs while it rewards
some with none.

In the second paragraph of
your article | am quoted in a way
that suggests the only reason INA
provides assistance or rehabilita-
tion is to keep employes away
from lawyers. This is not the
point | wanted to make. We pro-
vide financial assistance through
our rehabilitation program to re-
lieve the financial burden a total-
ly incapacitated workman en-
counters. By doing this, we hope
to remove- the anxiety barrier
that could prevent rehabilitation
and the return to work, We make
it easier for the injured workman
to become properly metivated to
gain the full benefit of vocational
rehabilitation.

Thanks for hearing us out.

Robert St. John
Assistant Vice President, Insur-
ance Co. of North America, Phil-

adelphia, Pa.

that mouse

ry. We run into a lot of false
claims but this is only the second
one like this. The first time the
judge almost locked up the claim-
ant and his lawyer. That's how
trumped up their suit was. |
mean, these things just don't hap-
pen. If he really did find a mouse
in that bottle, I'll guarantee you
somebody got to it before he did."

Mr. Petalas said he took two
swallows from the bottle in the
presence of a store employe be-
fore he noticed "a strange taste.”
He and the employe then went
outside the store, poured out the
remainder of the bottle and dis-
covered the half-mouse.

The suit, which demanded
medical expenses and payment
for "past and present mental an-
guish,"” is being appealed. -
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EMPLOYEE BENEFITS

SHOULD BE REVIEWED EVERY YEAR
Our Specialists will give you up-to-date,

objective advice on coverage and cost.

Herbert L. Jamison & Co.

90 Park Avenue

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

This ancient

marmer

found a safe port

in Savannah.
Savannah Machine and Shipyard Company ' j

has played an important role in world

shipping for forty-three years: building,
converting and repairing ships. And the
company's 540-foot dry dock generally

accommodates modern merchantmen.

Recently, however, a

three-masted

square rigger put in for repairs. The

Cruz del Sun star of the film

vr

"A High Wind in Jamaica”,
required work on its hull and
top hamper ( 15 yardarms, 25
sails, and 9 miles of rigging).
The Savannah Machine and
Shipyard Company "snapped
to", and, today, the 174-foot
craft is a floating exhibit
at a Savannah maritime

museum.

Keeping things shipshape.
The Savannah Machine and
Shipyard Company, and its asso-
ciate Ductile Iron Company of
America, employ 1200 people during
peak periods. Sheet metal, pipe fitting,
wood working, and machine shops-
backed by an engineering staff-makes
it the largest marine facility in Georgia.
The heavy equipment, involved rigging, and
Federal and Maritime exposures create a high

risk classification in

workmen's compensation :

insurance. Their insurance broker, William H. Brown

of the John D. Carswell Company, recommended

Argonaut Insurance with its background in handling large
workmen's comp risks, safety engineering, and experience in
Federal and Maritime coverage needs.

Argonaut comes aboard.

W. Ballard Powell, who heads Insurance and Safety for the
Savannah Machine and Shipyard Company reports progress:

"Since signing on with

monthly meetings between safety committees and an Argonaut
safety engineer. Every quarter, company, agency, and carrier
representatives meet to review claims and tospot potential
problem areas. It's working out fine. Together we've been able to
effect a sizeable drop in time-loss accidents and expedite the
handling of involved claims."

The changing tide of insurance.
Providing workman's compensation coverage
in unusual and high risk situations is Argonaut's
specialty. We have experienced underwriters,
safety engineers, and.claims examiners trained
to handle specific industries and we back up
every claim with prompt service.

Call Argonaut and we'll help you plot a
course for some rewarding workmen's -
compensation accounts.

Argonaut in March 1969, we've instituted

@ A!’gonaut |nSunnce COmQEaSnig§ HOME OFFICE: MENLO PARK, CALIFORNIA

cipal Offices. SAN FRANCISCO LOS ANG LAND - BOISE - DALLAS - NEW ORLEANS - CHICAGO
MINNEAPOLIS « ATLANTA - NEW YORK and other major cities. - Overseas: SAIGON, VIETNAM - BANGKOK, THAILAND
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Why does Levi Strauss insu re with AFIA?

It's not just the fashion. Levi Strauss is a leader.

6; Not only in the United States where there's hardly a
good store that doesn't sell them (and there's hardly

a person below thirty who doesn't wear them) but

in a score of countries where Levi's

name is synonomous with America's natural style.

So it was also natural that when the time came for

insurance abroad, Levi and its brokers turned to AFIA,

a worldwide insurance underwriter with a style

| of its own too. One that blends knowledge, service, and
facilities in 80 countries in a fashion that is designed

to provide the soundest insurance program for any

business. AFIA's local offices are staffed with people

who knew the marketplace, the governments, and

the laws, who go out of the way to make

sure a claim is hardled properly and quickly,

. . and who get things done.

4 4, Maybe that's why AFIA insures 87 of
the top 100 companies operating

O i abroad, organizations that

©. get things done...anywhere
in the world.

AFIA

WORLDWIDE INSURANCE World Headquarters: 110 William Street - New York, N.Y. 10038
U.S. branch offices: Chicago « Dallas - Houston « Los Angeles « San Francisco « Washington, D.C.
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More liberal pensions could spell 'disaster

NEW YORK-The New York Chamber of Commerce,

in effect, has asserted that exorbitar* pension fund
costs could lead to the economic destruction of the.

nation's largest e.:y.

In a disturbing report to Mayor John V. Lindsay,
the chamber has urged city oflicials to "hold the line
against further C)Etly adjustments' in the pension bene-
fits granted uniformed city emtloyes.

Pc licemen and firemen in this city may now retire at
half pay after 20 >ears of servrce, without age limita-
tion. There is a percentage increase fer each year of
service beyond 20, up to about 85% of pay after 40
years of service. Under present conuact demands, the
uniformed empkles-including sanitation workers-are
seek: ng retirement at half pay in less than 20 years and
full pay a: 25 years.

THE DEMANDS. described as ' outrageous" by one
chamber official, 'would result .r. substantially in-
creased taxes in the city, which would in turn prove
powerful factors in forcing both businesses and individ-
ual 1 axpayers to question the merits of New York City
occupanc>. As business firms and residents depart,"” the
report notes, "a spiraling of -,axes would inevitably
result-since the s:x burden would be increased even

more sharply on remaining businesses and individuals,

The report was delivered to Mayor Lindsay by three,
chamber officials: J. Wallace Bates, president of the
chamber and a vp and general counsel of New York
Telephone Co.; Gilbert H. Fitzhugh, chairman of the
chamber's executive committee and chairman of Metro-
politan Life Insurance Co., and Thomas N. Stainback,
exec r p of the chamber.

At a news conference after he had met with the trio,
Mayor Lindsay said that the chamber officials had "made
a strong presentation.” A Lindsay aide later told Busi-
ness insurance that he thought the same presentation
shculd be made to union leaders representing the
uniformed employes.

INn a covering letter accompanying the report to
Mayor Lindsay, the chamber officials warned that the
city's pension funds were in bad financial straits even
without further liberalization of benefits.

"FOR EXAMPLE," the letter points out, "Mr. Jesse
Feld, rhe city's actuary, in his annual report of the New
York fire department pension fund, has, since 1960,
consistently warned the fund's board of trustees of the
sizable deficit existing in this fund. As of June 30,
1969: the deficiency amounted to $165 million, which
represents a $12 million increase in the deficit over the
1968 figure.

imately 54 % of the funds in the system. With this
deficiency increasing each year, the ability of the pres-
ent fund to meet its future payment obligations is
highly questionable from the actuarial point of view.
Any reduction in the length of service requirement
will be extremely expensive. These added costs will
increase very sharply as more men will retire earlier
and earlier at full pay. Any further liberalization of
pension funds would compound the pension payments
solvency problem to the point where drastic action
should be taken to avoid the exhaustion of the fund,” it
adds.

In noting that "it is not only imperative for the city
to refuse further liberalization of the existing pension
plan, but (that) benefits should be modified in other
respects to reduce the overall cost to the city,"” the
chamber report said that the uniformed employes' pen-
sions are far more generous than those in either the
private or public sector.

Referring to a Bankers Trust Co. survey of more than
200 representative private pension plans, the report
says 98 % of these are predicated on a normal retire-
ment age of 65, with the remaining 2 % at age 60 or 62.
Moreover, the report states, employes must generally be
at least 55 to 60 years of age to be eligible for early

retirement.

as the tax base narrlws.”

"This deficit,"” the letter continued, "involved approx-

ATE, T moves some of its pension
money to independent managers

By STEPHEN GLKENSON

NEVYVW YORK-The American
Telephone & Telegraph Co.'s pen-
sion fund-or, to be more precise,
the combined funds of the Bell
System companies-is not the
most typical of employe benefit
funds. ( See Telated s:civ on page
39.)

In ecmbined assets alone, for
instance, the AT&T f.inds are a
powerhouse :0 boggle the minds
of most fund administrators. As-
sets ar€ approaching $8 billion.
The guy working 'witt_ a fund of
$1 billie,n probably -surmises that
his problems are only one-eighth
those of AT'&T. Bus this is not
necessarily the case. fir AT&T's
funds have faced .the sarne prob-
lems and challenges others have
faced in the .ast decade.

How has the ccmpany, with
more than a milibn employes,
faced those problems and chal-
lenges? The answer, in a word or
two, is " head-on."

THE BELL SYSTEM'S pension
adminis:ration has changed dra-
matically in the last. decade. It
has, for one |lhing, become a little
more aggressive than it was in
the conserva:ive '501 Its assets,
for another thing, have been
spread irom the management by
a single New York jank to more

than 50 tanks countrywide. Then,
as if to say that 1971 was a year
£cr even rnore dramat.c ideologi-
cal change, in Januarr a portion
of Bell System pension money,
albeit a small portion, was trans-
ferred from banks to the custody
of a new breed of financial cat:
the professional money manager.

J. F. Thompson is director of
pension fund adrninistration at
Ar&T. He is closely connected
with any ground rule changes .n
fund administration philosophy
for :he Bell System's parent ccm-
par_y and also carefully observes
investment reports as they come
in from the many Bell companies
scattered around the country.

Air. Thompson is a rather pre-
cise gentleman. tall and straight,
and impeccably groomed. It the
manner and appearance of
AT&T's top fund administrator ds
any indication, the company :
pension monies are in similar
condition.

In an interview with Business
Insurance, at the company's cor-
pcrate h€adquarters in lower
Manhastan, Mr. Thompson dfs-
cussed a decade of pension fund

investment philosophy changes at
ATE&T in detail.

AMERICAN Telephcne & Tele-
graph is made up of 24 Bell Sys-

tem companies, including the Bell
Telephone Laboratories and Wes-
tern Electric Co. Each has its
own pension fund and until Janu-
ary, 1960, the combined assets of
these funds were held and man-

aged by Bankers Trust Co. in

J. F. Thompson

New York. Combined assets then
totaled about $3 billion.

"Starting in 1960," Mr. Thomp-
son said, "because of size-and
that was the compelling reason-
we decided to diversify. Five
ATE&T

subsidiaries transferred

Continued on page 48

Pension plan structure for AT&T salaried employes hasn't changed rruch since 1913. See story on page 46.
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Continued on page 44
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Fund asset values

decline; managers
grin-and bear it

By ANNETTE DUFFY

NEW YORK-The problenns
faced by pension funds as they
trudge into 1971 are rooted not
only in the bear market of the
last two years but also in the
destructive effects of inflation.

The bear market, in fact,
served to underline the increasing
dangers of inflation as asset val-
ues declined and demands on
funds from retirees and labor un-
ions representing active employes
increased. And the co-existence
of the two problems laid to rest
the long-standing myth that an
inflating economy is good for
common stocks.

Although there are a few ex-
amples of pension funds that
made out very well during the
last two years, most corporate
treasurers and employe benefits
managers report erosion in asset
values pretty much in proportion
to the fall in the stock market. On
the other hand, most of these
same people are reporting come-
backs in equal proportion to the
marke t's rise, and point to the
expanded time horizon natural to
the long-term pension fund as the
umbrella protecting them from
serious problems due to a mere
two years' slide. Some experts,
however, especially private mon-
ey managers, warn against taking
shelter under the time umbrella.

In terms of actually dealing
with the bear market corporate
pension fund overseers surveyed
by Business Insttrance generally
expressed a grin-and-bear-it atti-
tude although many were ob-
viously worried and some spoke
of the possibility of splintering
their funds. A source at IBM,
who reported that their pension
fund money is already divided,

commented that "when the Dow

Jones goes from 1,000 to 650 any-
body who hasn't had asset erosion
is telling a lie. Every manager
has taken a loss to some degree.
But | also tie the rise of our
asset value to the market, which
has gone from 650 to something
like 880. Draw your own con-
clusions.”

Similar performance was de-
scribed by a source familar with
the pension fund at Continental
Can Co. Inc. He reported that
their money is divided between
two banks and referred to the
protective effect of the time ele-
ment. "The impact of the bear
market on our fund has not been
greatly different fronn other
funds. We suffered quite a down
turn in Mmarket values by the
middle of last year; I'd say we hit
the low point towards the middle
of last year. But now we're on the
upturn again. These cyclical
trends are to be expected when
you're dealing with the market,
and we certainly have not
changed our long-term philoso-
phy to any extent. After all, pen-
sion funds have, by nature, wide

time horizons.”

AN OFFICER at one of the
largest New York banks said,
"We're in the same boat with
everyone else. The first half of '70
was difficult-it made '69 look
easy-but the second half of '70
was surprisingly good. The prob-
lem was that we had two bad
years next to each other. But no-
body has gotten too upset except,
perhaps, some ofthesma11er
funds which weren't exposed to
the bear markets of '62 and '66.
They might have had some sleep-
less nights. But the major, sophis-

Continued on page 45
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Legislators cool toward pension reforms in '71

WASHINGTON-E very year
about this time trade papers with

out stories calling it the "year for
pension legislation,"” and predict-
ing congressional "action" on a
variety of proposals.

Many are doing it again, but
insiders on the Washington scene
are advising caution, some pre-

Congress won't pass pension leg-
islation this year, but that it
won't pass any next year ether.

This change in outlook, which
follows no less than four years of
contrary predictions, sterns from
a slow, but distinct cooling to-
ward pension legislation by union
leaders.

First, the unions have come to

hope of getting federal vesting,
funding and reinsurance stand-
ards passed that exclude multi-
employer plans. During the John-
son Administration, they felt this

was a definite pcssibility.

trol over the multimillion dollar Jews in the Soviet Union. But,
realize that with a Republican in pension fund purse strings. As a
pension interests begin cranking the White House, they have faint hcst of recent scandals indicate, islation on private pension plans.

nct all union pension fund ad-
m:nistrators are acting as "pru-
dent men."

THE STRONGEST recent indi-

Second, and probably more Lm_ Sir PenSiOn y

dicting not only that the 92nd portant, union leaders realize t

and re

there_is nq longer.any hope of getvessiaruemike

a vesiing,
surance bill of any kind without
also accepting a companion pro-
posal tightening fiduciary stand-
ards for pension fund administra-
tors.

A great deal of rhetoric to the
contrary, topside union officials
have never really favored a fidu-

SPECULATION on why union ciary responsibility bill, since the

support appears to have waned entire power structure of most of on almoss every subject imagina- significant action are--at best-

centers on two basic ideas.

— =
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them is built on their tight con-
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We've been

around the circle

dE, report

cation of labor's coolness toward
pension reform came out of the
AFL-CIO’'s February annual
meeting in Bal Harbour, Fla.
The powerful executive council of
the union issued 40 resolutions

ble, including the treatment of
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not one resolution called for leg-

The push by labor for strong
vesting, funding and reinsurance
requirements has always been
billed as "assuring the working-
man his just due at retirement
time.” The AFL-CIO council's an-

swer to this problem this year

Dent (D.-Pa.), head of the gen-
eral labor subcommittee and the
traditional ball carrier in the
House for omnibus pension re-
forrn, has placed coal rnine safety
and an investigation into the Ad-
ministration suspension of the
Davis-Bacon Act ahead of a pen-
sion act.

The subcommittee, which held

was a call for a 15% across-the- 'hearings on pension legislation in

inogiabSecurity. fals

yvear. It also wants a number of
other changes in the program, in-

1969 and 1970, has not even
scheduled hearings for 1971 yet,
although an aid to Rep. Dent told
Business Insurance-as he did

cluding the use of general reve- last year-that the congressman

nues to finance benefits.

Leading laborites in Congress
are of course talking loudly of
making 1971 a big pension year.
There seems, however. to be little

question that plans for any real

on the back burner. Rep. John

us... just a close call away
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is definitely going to press hard
for action this year. One problem
is that Rep. Dent is not even
certain of wholehearted support
from his full committee chairman,
Rep. Carl Perkins (D.-Ky.). Rep.
Dent tried to get extra funds to
finance a full pension study last
vyear, but Rep. Perkins turned
him down. Ameng other things,
Rep. Dent reportedly wanted to

ON THE SENATE side, itis
almost certain that no legislative
action will take place until at
least February, 1972. The senate
labor committee, chaired by Sen.
Harrison Williams (D.-N.J.),
just received a $475,000 special
appropriation to continue its in-
vestigation into the United Mine
Workers' election and of welfare
and pension funds in general. The
amount voted for the same inves-
tigation when it started last year
was $265,000. The new appropria-
tion will cover 13 months, a one-
month longer period.

The current appropriation is to
fund the investigation through
February, 1972,-and Congress has
yvyet to see a funded investigation
halted for the sake of legislation.
Among other things, the investi-
gation is to place "special empha-
sis on the need for protection of
employes covered by" private
pension plans.

The labor subcommittee, also
chaired by Sen. Williams, is han-
dling the investigation. It also has
another pension project going.
Last year it sent out 1,500, 31-
page questionnaires to pension
funds. The answers to the 40
questions are still coming in and
a staff member told Business In-
surance it would probably be at
least six months before any con-
clusions are reached from the
study.

Sen. Williams was quoted in a
national news publication as say-
ing he thought it would be at
least two years before a vesting,
funding and reinsurance bill
would stand a chance for passage.
He -said a bill tightening the fidu-
ciary responsibilities of pension
fund administrators could pass
this Congress, but close observors
point out that he could hardly

have said less.

THERE IS ONE
thought that Sen. Williams, Rep.
Dent, Sen. Javits (R.-N.Y.)—=—-
other big pusher for pension re-
form-and others in the same

school of

camp do not want a fiduciary bill
without vesting, funding and
reinsurance. For one thing, this is
the way labor wants it. Also, the
reasoning goes, passage of a fidu-
ciary bill would take the steam
out of all other pension legislation
for some time.

Senators Williams and Javits
and Rep. Dent have gotten too
much political mileage out of the
issue to let it go with the simple
passage of a fiduciary bill. Sup-
port for this theory was offered
during the final days of the 91st
Congress when a heated floor de-
bate broke Out

between Sen.

Continued on page 25



Legislators ...

Continued from page 24

Vance Hartke (D.-Ind.) and Sen.
Javits over Sen. Hartke's attempt
to add an amendment to the Bro-
ker-Dealer Insurance Bill that
would require mandatory rein-
surance for private pension plans.

Sen Javits opposed the meas-
ure saying that while he was, of
course, in favor of mandatory fed-
eral insurance of pension funds,
he felt that reinsurance would be
a mistake without also providing
minimum federal standards for
vesting and funding and enacting
stronger fiduciary standards.

The debate got so hot at one
point that the presiding officer in
the Senate had to rule on which
senator had the floor. The entire
matter accomplished little except
giving an indication of Senate
concern over private pension re-
fornn.

Besides his Sen.

own,

Hartke got three votes.

WHEN ALL IS said and done
in the various labor subcommit-
tee and full committees, propo-
nents of legislation affecting pri-
vate pensions still have to face
one very formidable foe-Rep.
Wilbur Mills (D.-Ark.), chair-
man of the powerful House ways
and means committee. By statute
all tax legislation must start in
the ways & means committee and
there is a large school of thought
that says pension reform bills are
indeed tax legislation since they
deal directly with the tax benefits
afforded private pension plans.

Rep. Mills has had little to say
on the matter, except that other
committees can study anything
they like, indicating, however,
that when legislation progresses
to the floor, he will want to have
a look to see if his private domain
of many years is being violated.

Some observors hold that when
the Administration comes forth
with its pension reform package,
which reportedly will include
new vesting requirements, mean-
ingful action will begin in Con-
gress. Others doubt this, pointing
to the Administration’'s rather
poor track record so far in coax-
ing Congress to work on its do-
mestic proposals. The Democratic
Congress will be especially reluc-
tant to trumpet the Administra-
tion's suggestions with the elec-
tion coming up, they hold.

John Nolan, the Treasury De-
partment's top man in the pen-
sion area, has been sending up
trial balloons via a series of
speeches and interviews recently,
testing reactions to various pro-
posals. He cautions they are his
own "personal views" not those of
the Administration. This dis-
claimer has become especially rel-
evant since Democrat John Con-
nally recently took over as secre-
tary of the Treasury.

SEC. CONNALLY will have to
approve any proposed legislation
coming from his department, and
no one seems to know how he
feels about private pension regu-
lation.

Mr. Nolan's most recent public-
ly revealed "personal views"
holds that a key desire is the
elimination of the disparity be-

tween the retirement benefits

open to corporate employes and
the more limited benefits allowed
the self-employed. This would in-
volve placing a maximum limit
on the tax deduction allowed for
contributions to all retirement
plans, both for the self-employed
and for corporate employes.

The maximum would be set
considerably higher than is cur-
rently allowed the self-employed,
but much lower than the allowed
corporate executives.

Another way would be to place
a flat limit on the amount of

pension any person could build

up via tax deductible contribu-

tions.

MR. NOLAN has also spoken of
possibly using the "rule of 50" as
a vesting guideline. This would
require that at least half of an
employe's benefits become vested
whenever his age plus years of
service equals 50. Virtually every-
one on the pension scene agrees
that Congress could be moved to
take quick action on pension leg-
islation by a sudden, loud outcry
for such a move by the general
public.

While no one really anticipates
this happening any time soon,
there is question that the public
could be stirred by the bankrupt-
cy of one, or a number, of the
major pension funds. This ap-
parently is a distinct possibility
among some large aerospace man-
ufacturers on the West Coast, and
of course, in the current economy,
could happen almost anywhere. -

Employees Like More Than a Handshake

They expect pension plans, profit sharing and group insur-
ance to fit their economic and social needs. Our specialized
facilities for designing plans that reflect individual and cor-
porate objectives include coordinating actuarial, investment,

and life insurance services.

IFB JOHN F. CURRY AGENCY, Inc

Insurance Brokers-Average Adjusters

Life Insurance Consultants-Benefit Plans

70 Pine Street, N.Y., N.Y. 10005

If the group doestft
fit the coverage
well fit the coverage
to the group

We make this promise at Nationwide

because of our more than 40 basic

hundreds.
Suppose you want a group life
contract covering key executives.

Most group plans offer only $10,000

cAde=ath hhermrefit=ss <or

And that's not enough.

To get higher limits, says the
state, you'll have to add second and
third-echelon employees to the con-
tract. This could force the price of the
plan way up-perhaps out of buying
range.

However, at Nationwide we can
work out a wholesale life supplement
to our basic group plan'!" which can
provide benefits of $20,000 to

SO OO0 or eevven Mmore for youwur ke

executives.

High-limit accident insurance-can go
up to $100,000 per person. We offer
plans with accidental death and dis-
memberment benefits, accident medi-
cal expense, and accident weekly
indemnity for trade and professional
associations and for employer-
employee groups. All of the§e are
optional and can. be tailored to suit

yourneeds.

Pensions for 3-man corporations.
Now even small corporations can
offer their key employees big benefits
with Nationwide's new Retirement
Plan Annuity. It makes taxes work for
small companies, not against them.

We can ofTer it to corporations with
as few as three employees.

Flexibility in regular group. Nation-

wide will tailor plans for as few as 10

-Available in most states.

64

employees-not the usual 25. Here
are a few new Nationwide benefits in
regular group:

1. Survivor Income Life-provides
a monthly income to surviving de-
pendents in the event of employee's
death. Benefits range from $100 to
$200 a month and from one to four
years.

2. Supplementary Widow/Wid-
ower Benefit-extended to the surviv-
ing spouse if age 50 or over at the time
of employee's death. Pays monthly
until age 62.

3. Survivor Hospital Benefits-pays
premium payments for the surviving

family covered by the
employee's hospital-surgical-
medical plan.

For more information on these and
other Nationwide Group Insurance
Plans have your agent or consultant
call the nearest Nationwide Group

Representative or write:

ationwide

An equal opportunity employer.
Nationwide Life Insurance Company
Home Office: Columbus, Ohio
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UAWV official says union favors

some type of pension reinsurance

DETROIT-According to =a
United Auto Workers official, the
huge labor organization faced
"twice as many"” pension fund
terminations in 1970 as the aver-
age in the previous nine years.

"And that,” said Melvin Glas-
ser, who is manager of the UAW's
social security department here,
"is in an industry that is the most
profitable in the country.” As a
result, he noted, the UAVV "is
extremely interested” in any form
of pension fund reinsurance legisla-
tion being talked about in Wash-
ington.

INn discussing such legislation
on the floor of the Senate late
last fall, Sen. Philip A. Hart) D.-
Mich.) noted that in his own
home state on July 1 Gulf &

Western's Metals Forming Co.
folded, forcing 170 members of a
UAVWV local to seek employment
elsewhere, or to go home to retire-
ment sans pension.

"THE COMPAN Y'S pension
plan,” Sen. Har. declared, "was
11 years . from full funding and
thus there are not enough funds
to meet all obligations for work-
ers either presently retired or
soon to be retired. And the pen-
sion rights for younger workers
are entirely wiped out," he said.
Sen. Hart further noted that be-
tween 1955 and 1965 some 4,000
pension plans were terminated.

"INn the company | have just
cited," the Michigan Democrat told
his Senate colleagues, "were a

man and a woman,' both of .them
52 years old, each with 37 years
of service 8 this company. Be-
cause of their age their pension
benefits were wiped out. Some-
thing is seriously wrong when in-

Si Pension,

- Investment

stances like this are permitted,”
Sen. Har. said.

Another UAVWV shop that closed
last year, Mr. Glasser told Busi-
ness Insurance was Fulton Found-
ry Cc. in Cleveland. Affected by
the shutdown were 173 UAVWW em-

In the battle for

pension fund earnings,
ring savvy counts.

ployes.

"Full benefits were paid to 25
workers age 65 and over. Forty-
one percent of full benefits were
paid to five workers 65 and over,
with average credited service at
24 years. No benefits were paid
to 143 workers under 65, includ-
ing 96 workers with 10 years or
more of service. The average pen-
sion credits acerued by the 96 was
17 years," Mr. Glasser said.

RECALLING the most famous
pension termination case, that of
the Studebaker auto division, Mr.
Glasser noted that 10,500 persons
were covered under that pension
plan. "In that case,” Mr. Glasser
said, "it was especially bad be-
cause it was an old work force.”

In the Studebaker situation,
full pension benefits were paid to
3,500 workers 65 years of age and
over. About 4,000 workers between
the ages of 40 and 60 received
15 % of full benefits. The average
length of service in this group

Managing pension funds
requires skill, imagination
and innovation. It's a field
where experience counts
Where size counts. Where
having facilities nationwide
-not just regionally
affects the odds. It's this
kind of total strength that
ftna puts towork for you

The proof of our performance
is in the amount of money others
have askedus to manage for them
We handle over $3 billion in
pension assets. Our Financial
Division invests millions of
dollars every day. Over 100
years of investment experience
and 40 years in the pension

field.have made us very ring

We've learned something

else from that experience.

How to be flexible. That's

why we offer a complete

line of pension products.

And flexibility in combining
equity and fixed dollar invest-
ments. With important fixed
income guarantees.

Thenexttime you review the record
of your pension fund, AEtna would
like the chance to step in as a
challenger. Call an Aitna Group
and Pension representative.

Or have your own broker or

consultant contact us. Get the

heavyweight on your side.

OUR CONCERN IS PEOPLE

LIFE & CASUALTY

was 23 years, Mr. Glasser said,
adding that 3,000 other workers
under age 40 "got nothing.”

Asked if the Studebaker situa-
tion wasn't an exceptional case
and not at all typical, the UAW
official responded:

"My answer to that is, 'Has
anybody ever heard of the Hud-
son or Nash Motor Companies?’
We keep getting hit with, "You
don't expect GM ( General Mo-
tors) to go out of business, do
you?' No, of course we don't. But
each related

sorne auto

vear
companies do go out of business.
And that is in an industry that is
the most profitable in the eoun-
try. Our experience is better than
the rubber or garment industries,
for example.”

Of the "half dozen or so" pen-
sion reinsurance measures pro-
posed in recent months, Mr. Glas-
ser said the UAW has no particu-
lar favorites. The powerful auto
union just wants to see some leg-
islation enacted. "It's a very mi-
nor price to pay,"” the UAWW
spokesman said of pension rein-
surance schemes that would be
supported by employer-employe
cormtrilouuaticonmn s - -

Curtis gets
pension post

WASHINGTON-J ames A.
Curtis, executive vp and national
director of pension operations for
Milliman & Robertson Inc., con-
sulting actuaries, has been elected
the new president of the Assn. of
Private Pension and Welfare
Plans Inc.

One of his first acts as presi-

dent was to announce the associa-

n 73

James A. Curtis

lion's schedule of Congressional
conferences, designed to provide a
forum for association members
and key members of Congress to
exchange their views on proposed

legislation affecting private pen-
sions and issues involved in na-

tional health insurance.

"l see the association in a con-
tinuing role of focusing attention
on the issues involved in pension
and welfare legislation,” Mr. Cur-
tis said, "so that our membership
is adequately prepared to inform
their Congressmen of their indi-
vidual points of view."

Mr. Curtis, who succeeds Rich-
ard A. Van Deuren, is a member
of the advisory board of the Na-
tional Foundation of Health, Wel-
fare and Pension Plans, past
president of the Western Pension
Conference and a fellow of the

Society of Actuaries. -

Job iniury rate down

The state department of indus-
try, labor and human relations
has reported that Wisconsin's j ob
injury toll for 1970 ran about 2%
behind 1969's record pace. Ac-
cording to the agency, 33,566 in-
j ury eases involving time lost on
the job in excess of four days
were recorded in 1970 through
Nov. 1. That was compared with
34,331 in the corresponding peri-
od for 1969. Another 6,300 were
reported to the agency during

November and December of 1969.



Hyatt's profit sharing
cuts down on pilferage,
absenteeism, turnover

Call gttt went public, with Mr. Prit=-
some people are stable  ker controlling 40% of the stock.

and remain on their jobs and "Financing and sound manage-
some are restless and flit from ment," the Hyatt president con-

payroll to payroll, just as some
Lo ey angore. nASOME PSS G pen sion ,

E investment
9, report

How then does a big $100 mil-
tends,. "are without question of

BURLINGARK<IE,

face it . .

lion-plus hotel chain, such as
Hyatt Corp., which has its world
headquarters here, cut down on
labor turnover, reduce employe
absenteeism and control pilfer-

age?

The answer-from Donald N.
Pritzker, president; Allen L. Ap-
pell, marketing-research manag-
er; and Calvin S. MeGillis-is to
offer "the kind of profit-sharing
that provides employes a vested

Donald N. Pritzker

interest in the success of the corn-
pany for which they work."

EVERY HYATT Corp. em-
ploye, from foreign-born chefs
down to pot wallopers, is eligible
to participate in the Hyatt Em-
ployes Profit-sharing and Retire-
ment Investment Trust, including
Mr. McGillis, who is director of
the plan.

Hyatt, as is by now well known
to anyone who has slept in one of
its 22 hotels or 43 motels, is a
rapidly expanding, profitable
chain, with more than 11,000
guest rooms and six major new
convention hotels planned or un-
der construction.

Physical evidence of the Pritz-
ker-written success story are such
properties as the 22-floor Regen-
cy Hyatt House in Atlanta; the
O'Hare Hyatt House, Chicago; the
420-room Knoxville Hyatt House;
and the 32-floor Union Square
Hyatt House now under construe-
tion in San Francisco.

The financial evidence is in the
tripling of sales in three years
and a five-fold jump in net in-
come, to $5 million. Hyatt House
sales last year rose to nearly $60
million, with earnings at $3 mil-
lion. Even in a year admittedly
"tough" for hotels and motels
everywhere, the Hyatt House oc-
cupancy rate continues to hover
above 70% substantially higher
than the industry average.

SUCH SUCCESS, however, did
not come from the start when, in
1962, Hyatt Corp. of America was
established to operate the hotels
of the Chicago-based Pritzker
family. At that time, initial stock
was issued at $10 and soon
dropped to $4 a share.

Mr. Pritzker blames the poor
initial performance financially on
"heavy depreciation charges and
high costs that cut earnings."

Reorganization took place in
1967 when the original company
was re-named Hotel Equities
Corp. Hyatt Corp. was spun-off to
operate the family owned units

vital importance to the success of
any business. But we feel we
really began to take off after Jan-

Continued on page 36
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Reinsurance underwriting facilities

on all forms of group and individual
accident and sickness insurance

OUNCANSQN.&HOLT, INC,

99 JOHN STREET NEW YORK, N.Y. 10038 (212) 233-2016

AMERICAN ACCIDENT REINSURANCE GROUP

Aetna Life Insurance Co.

American General Life Insurance Co.
American Home Assurance Co.
American National Insurance Co.
Baltimore Life Insurance Co.
Bankers Life & Casuality Co.

Federal Insurance Co.

Fidelity Mutual Life Insurance Co.
Globe Life | nsurance Co.

Great Southern Life Insurance Co.
Guardian Life Insurance Co. of America
I nsurance Co. of North America

Monumental Life Insurance Co.

National Indemnity Co.

Occidental Life Insurance Co. of California
Pacific Fidelity Life Insurance Co.

Paul Revere Life Insurance Co.

Provident Life & Accident Insurance Co.

Benefit Trust Life Insurance Co.
Celina Mutual Insurance Co.
Constellation Reinsurance Co.
Constitution Reinsurance Co.

Inter-Ocean Insurance Co.

ITT Hamilton Life Insurance Co.
Life Insurance Co. of California

Metropolitan Life Insurance Co.
Monarch Insurance Co. of Ohio

Prudential Insurance Co. of America
SAFECO Life Insurance Co.

State Mutual Life Assurance Co. of America
Sun Life Ihsurance Co. of America
Travelers Insurance Co.

Employers' Mutual Liability Insurance Co.

Equitable Life Assurance Society of the U.S. Monarch Life Insurance Co.

United States Fidelity & Guaranty Co.
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If youdoofferyouroverseasemployees
apension plan, chances are it's notdoing a good job.

Which means whatever you're doing They either settlefor any plan they can
about this problem, it probably isn't enough. get. Or no plan at all.

And it's not always your fault. Which means you have employees losing Simply because they've been doing it

The unfortunate fact is that pension benefits. Or employees who have no benefits for a long time.
plans written for employees overseas are to begin with.

Writing insurance overseas is something
our people happen to know quite a lot about.

Over 50 years as a matter of fact.

something a lot of insurance companies just Either situation is far from perfect. And in over 90 countries.
aren't interested in doing. And even further from the way AIRCO Through our network of affiliates we can
So a lot of employers lose interest, too. sees this area of emplcyee benefits.

be just about anywhere an employee is.



If you don't, chances areyou're not doing agood job.

Whenever he needs us.

So there's no more interruption in
benefits due to a transfer.

No more time-consuming paperwork
everytime you're ready to move an employee.

No more dealing with different insurance
companies in different countries. And, more
important. no more unhappy employees.

So if you think your pension plan isn't
doing enough and you're interested in what
AIRCO is doing. simply attach your business
card or letterhead to this coupon.

If you don't have any pension plan at all.

here's your chance to start one.
And if you do. here's your chance
to start a better one.

For a free booklet attach your
business card orletterhead andsendto:

American International

Reinsurance Company. Inc.
P.O. Box 152. Hamilton. Bermuda
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Bankers Trust study

30% of firms surveyed have two formal plans

By JOSEPH S. ROBINSON

NEWW Y O R K-Substantial
changes have evolved in qualified
retirement plans over the past
several years. This is revealed in
a recent Bankers Trust Co. sur-
vey of the pension plans of some
200 selected companies covering
almost eight million employes.
Actually, the companies range
in size from those that employ as
few as 200 workers to giants with
many thousands on their payroll.
It is interesting to note that
roughly one in three companies
included in this study has at least
two formal pension plans in oper-
ation. One plan may cover all
employes including hourly work-

ers, while the other may provide
supplemental benefits for salaried
employes earning in excess of a
certain figure; or one plan may
be union negotiated, the other
may cover non-union employes.

SINCE THREE quarters of the
plans covered are of the conven-
tional type (ngn-negotiated bar-

SUTTITaIY e 10.Qefer

plans. a run down what

the Bankers Trust survey re-

~—— u - =
Who is eligible? Nine out of ten

of the larger companies cover all

employes. While some plans allow

an employe to participate as soon

as he commences work, two-
thirds of the conventional plans
still have a waiting period or
other eligibility prerequisite. How-
ever, there is a gradual tendency
toward the relaxation of these

Sr pension,

eNsione Jnestment

rules. For instance:
—  In plans with both age and
service requirements, the trend is
toward lowering from age 30
combined with one year's service

to age 25 and two year's service.

- In plans with only an age
requirement, there is a noticeable
drop from age 30 to age 25.

< In plans with only a service
requirement, the typical current
plan calls for one year of service.

What about employe contribu-
tions? More than half of conven-
tional plans are currently non-
contributory. Among those with
contributory requirements, em-
ploye contributions are made
mandatory in only 17% of the
cases. In the majority of cases,
however, they are voluntary. Here,
the employe will often receive
some benefits even when he
makes no contributions at all.
Plans that call for voluntary con-
tributions by employes usually

Our retirement plans are different because
your needs are different.

The Bankers Life Group Man
is experienced in both pension and
profit sharing plans.

That means when you call
on us, we call on you with the
knowledge to expertly analyze your
company needs. And recommend

a retirement plan tailor-made

to suit you.

high turnover. The Bankers Life

Man can help.

tive contact us soon. We'll send you

If you head a fairly new business
with young employees and a

If you head an established firm
with many old-time employees,

a highly trained and experienced

man backed up by the best
home office team available.

It's a contact that you and your

The Bankers Life Man can help.

employees will be glad you made.

TH E BAN KERS LI FE

BANKERS LIFE COMPANY. OES MOINES.IOWA 50307

Have yourinsurance representa-

The big ene-dnatgotthat way

take on one of two forms.

FIRST, THE voluntary employe
contributions complement compa-
ny contributions to provide a def-
inite additional benefit, or, sec-
ond, the voluntary contributions
are not made in conjunction with
employer contributions, and the
plan does not state a definite ben-
efit that the additional contribu-
tions will provide.

Vesting: The right of an em-
ploye to leave the company with-
out sacrificing his accrued bene-
fits is usually provided in one of
two ways: directly, through a
special provision in the pension
plan, or indirectly, through an
early retirement provision at the
employe's election.

Practically all conventional
plans have some form of vesting.
For example, one out of five con-
tain provision for full vesting on
completion of ten years of serv-
ice; one in ten guarantees full
vesting after 15 years of service;
one in 12 after 20 years service
with the company.

Another combination permits
full vesting on completion of a
specified number of years ranging
from five to 25 years plus attain-
ment of a certain age. For in-
stance, an employe age 40 with 15
years of credited service would be
fully vested in 48% of the plans
surveyed in this particular study.

PENSION BENEFITS had to be
revised in recent years to cope
with the inflation problems. Com-
panies had to assure employes
they would retire on an income
that related to their standard of
living in the years just before
retirement. What's more, the com-
pensation base for coverage under
Social Security continues to in-
crease and the Internal Revenue
Service issued new integration
rules. The impact these develop-
ments had on normal retirement

benefits is summarized as follows:
- Benefit rates were increased.

- Benefits that had been ac-
crued on compensation levels of
prior years were recalculated at
current compensation levels.

- Benefit formulas based on
career average compensation
were either changed to formulas
based on final average pay or else
supplemented through the adop-
tion of final pay minimum pen-

sions.

- Benefit formulas based on
final average pay shortened the
final pay period used for benefit
computations.

- Pensions of those already
retired were directly increased by
management, usually by extend-
ing to them benefit improvements
made for active employes.

- A few plans adopted the
variable income approach, but no
plan in this study related benefits
to the level of the cost of living.

- Social Security offsets be-
carne Inore prevalent, replacing to
a degree step-up formulas.

THIRTY-FIVE percent of the
plans studied relate the benefits
based on compensation over the
entire career of the employe.
Thirty-nine percent relate the
benefits to the employe's compen-
sation in the final years of serv-
ice.

The following figures indicate
the typical pension income (ex-
elusive of Social Security) which
an employe can expect to receive
upon retirement under a career-
average plan:

Continued on page 34



Profit sharing was one

Late J. C. Penney had a
few cardinal principles

NEVV YORK-"I believe in ad-
herence to the Golden Rule, faith
in God and the country. If | were
a young man again, those would
be my cardinal principles; those
and profit sharing.”

So spoke James Cash Penney,
founder of the numerous and suc-
cessful J. C. Penney store chain, a
few years ago. Mr. Penney died
Feb. 12. He was 95. A man who
practiced what he preached, he

started the first profit-sharing

a,A pension,
investment
dfL report

plan in his organization in 1907.
The plan is still in affect.

"Basically,"” said Jim Messen-
ger, manager of pensions and
profit-sharing for the firm, "that
first plan was a cash profit-shar-
ing plan determined at the end of
each year. When a new store
would open, it would be financed
by three people, including the
store manager. These three would
then share in the profits, each of
them receiving one-third.

"THEN," he continued, "the
manager would cultivate an as-
sistant until he (the assistant)
had enough capital to open his
own store with two other people.
It was a pyramiding type of plan
and it is still in operation.”

This type of plan gave each
store manager the virtual autono-
my of a partner. Mr. Penney felt
that the opportunity to share in
the company profits was an im-
portant motivating factor in the
success of his stores. He felt that
the profit-sharing plan was im-
portant because it created incen-
tive and made employes "asso-
ciates,” which is what he called
all his employes.

The company instituted a prof-
it-sharing plan on a retirement
basis for employes in 1939. Since

Airline adopts
four-day week

SAN FRANCISCO--The
four-day work week will be
adopted April 1 by nearly
half of the 2,350 employes of
Pacific Southwest Airlines.

The change, according to
president J. Floyd Andrews,
is "calculated to improve the
leisure time opportunities of
our employes as well as their
morale on the job."

The change to four 10-hour
shifts a week will affect only
the maintenance, accounting
and other office personnel as
well as 50 mechanics at PSA's
maintenance base here at San
Francisco airport. Mr. An-
drews said the airline also
hopes to add its 550 reserva-
tions and station personnel to
the four day schedule but

that details must be worked
out with their Teamsters
Union.

Flight crews and steward-
esses will not be included be-
cause of scheduling proced-
ures and regulations govern-
ing on duty hours.

PSA is the second largest
firm in the U.S. to adopt the
four-day week. The largest
is Reader's Digest.

then, the firm has used many dif-
ferent plans but a combined pen-
sion and profit-sharing plan
started in 1966 is still- operating.

"Under this set-up,” Mr. Mes-
senger pointed out, "the company
makes an 8% contribution to the
plan, before taxes, based on pro-
jected profits. This contribution is
first used to fund pension costs.
The balance from the pension
plan is then allocated to all par-
ticipants in the profit-sharing
plan."”

There are now approximately
1,660 J. C. Penney stores through-
out the nation which employ
about 45,000 persons. =
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A FEW WORDS ABOUT ALL
THAT INSURANCE MONEY
¥01] 611(E AWAY.

You do. it all the time. You do it whenever you - pay your pre-
miums on Workmen's Compensation or Public Liability. You give
your money to somebody else and they work with it. Self Insur-
ance will eliminate all that. It generates cash flow, there's no
advance -payment for primary losses, and your cash is used only
when necessary.

Does this sound like found.money? That's exactly what it is and
you should have your insurance buyer or broker contact us

. right away.
Before you give away more money call:

- Workmen's Compensation = Public Liability
n — ident Control Specialists since 1923

BROCHURE 120 East 23rd St., New York, N.Y. 212477-4210

Unionmutual

"retires"'some oldideas about
the pension business.

Group pension contracts have always

been too long, too involved, too confin-

ing, and much too unilateral.

We're changing all that with some truly

innovative thinking. We can provide

a pension contract designed to fit your

clients' needs whether you are an

agent, broker or consultant - and one

which can be understood and appreci-

ated by management and employees alike.

And the real breath of fresh air is some-

thing we call " full disclosure”, because

that's what it is. We spellit out - just what a

company pays in expenses and exactly what
it gets for its money.

If you are an agent, broker, or consultant,
contact one of our field offices or write

Mr. Robert W. Stevenson, Vice Pres-
- s— — , ident (Group Marketing), Union
o Mutual Life Insurance Company,

2211 Congress Street, Portland,
S - NI =airs< O 1 1 —= _

-—m i

Unionmutual

® They call us the"Up Group"
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Pension fund attempts to 'muscle’
firms in which it has common stock

LOS ANGELES-The Los An-
geles City Board of Pension Com-
missioners appears to be changing
the phrase "money talks" to
"money muscles."”

The board, which sets policy
for the police and fire pension
systems, has used its financial
muscle on corporate interests
twice in the past 14 months. The
first time, the board protested re-
marks made on a Merv Griffin
television show. The board owns

8,000 shares of stock, worth $496,-
00O, in a drug firm that has a
subidiary which partially spon-
sors the tv talk program.

A comedian on the program
made remarks comparing the
health dangers of marijuana to
those of alcohol, which offended
one of the pension commissioners.
He persuaded the board to write a
letter of protest to the drug firm
in which the stock ownership was
prominently mentioned.

The PCA Plan for

Deferred Compensation

comes up to

THE PRESIDENT of the drug
firm, Richardson-Merrell Inc. (a
subsidiary produces Vicks Ny-
quiil), replied that he did not like
the rem:rks either but that the
firm hac no control over what
was said on the show.

Now, the ire of the board,
which manages an investment
fund of over $100 miillion ($42-
miillion of which is invested in
stocks), is directed against the
Atlantic Richfield Co. The board

un - ex - pec - ta' tions .

Webster's Unabridged-we coined it. Because no word we know
can describe the reactions we've been getting to our new Key
Executive Non-Qualified Deferred Compensation program.

Benefits for the Corporation: current tax deductions well beyond
the amount contributed...plus substantial deferred tax deductions
(without using current income.) Benefits for the Executive: big-
ger retirement benefits...plus immediate insurance estate (both
at no cost to him).

Perhaps most important: the Corporation itself can spell out
who will participate and bow.

Pension Consultants of America, Inc., specializes in designing,
installing, and administering corporate compensation programs-
Pension, Profit Sharing and Deferred. Professionally. Creatively.

Flexibly.

Call or write R. J. Wilhelms or Roger Pell for more details.

Pension Consultants of America, Inc.

Division of Lawson, Stewart & McCory
3807 Wilshire Blvd. - Los Angeles, Ca. 90005 (213) 380-1331

The First Edition
VWHO'S VWWHO

IN RISK MANAGEMENT

This publicatioo has no connection with Marquis-Who's Who. Inc. or "Who's Who in America "

Ready for Distribution earb 1971

owns 12,000 shares of Atlantic
Richfield common stock and 4,000
shares of preferred stock worth a
total of approximately $1,040,000.

Another of the commissioners
said he had heard "rumors"” that
the firm was planning to put
money into local election cam-
paigns and he felt "the using of
stockholders' funds to influence

political elections is. at best,

‘X, pension,
% investment
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highly questionable and 4uite
possibly a serious conflict of in-
terest.”

Al letter of protest, again men-
tioning the stock ownership, was
sent to the president of Atlantic
Richfield. In their reply, the corn-
pany noted that corporate funds
were not being used to finance
any candidate for the upcoming
elections but that "the letter
seemed to challenge the right of
the corporation to contribute to
local campaigns.

"CORPORATIONS do it all the
time. Here at Atlantic Richfield,
we have a policy of encouraging
our employes to become involved
in community affairs and to take

an active role in solving prob-

lems.”

One of Atlantic Richfield's sales

managers is running for a posi-
tion on the community colleges
board of trustees. Running for a
different office on the same board
is the wife of the commissioner
who filed the protest. Atlantic
Richfield reported that the sales
manager was receiving no cam-
paign funds from the company.

The commissioner, John T. La-
Follette, told Business Insurance
that he felt that a "company's
assets belong to the stockholders,
in this ease, the widows and chil-
dren of the policemen and fire-
men of Los Angeles. The assets
should be going to them rather
than to some political candidate.

"We are in a fiduciary posi-
tion,” he went on, "and that
makes it a shade tougher. Where
a pension fund is involved, it's
different than if | had stock in
the company myself. It's tough-
er.”

Mr. LaFollette noted that Ralph
Nader had questiond the proposi-
tion that corporations should
contribute to political candidates
"and so do we." He is vp of the
board.

He said that companies should
get involved but in "nonpolitical
matters. We all contribute to the
Red Cross, getting rid of smog
and whatever. If it's for the pub-
lie good, everyone should contri-
bute.™

He pointed out that the board
had received Atlantic Richfield's
reply and that "they say they are
not backing any candidates and

we will take their word for it."” -

Town seeking insured

pension plan proposals

NEWINGTON,Con n.-Town
Manager Peter M. Curry here has
reached agreement with union
representatives on a retirement
plan for the several hundred em-
ployes of this suburban Hartford
community, a move designed to
phase out employe participation
in a state pension plan ( Connecti-
cut Municipal Retirement Fund),
which has not been completely
satisfactory to union spokesmen.

Mr. Curry said that the town
will now withdraw its funds from
the state program and undertake
a contract with an insurance

company.
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Proposals for an insured group
approach would be solicited, he

said.

REPRESENTATIVES of vari-
ous insurance companies, he add-
ed, helped to draft the new re-
tirement plan, which calls for an
employe contribution of 2.25 % of
the Social Security base of $7,800
plus 5 % of all earnings in excess
of that amount. The town itself
would contribute the remainder.

Normal retirement would be at
age 65, although employes could
retire at 60 with reduced benefits.

At age 65, the retiring employe
would receive 1.25% of final av-
erage earnings for each year of
service up to the "covered com-
pensation level," plus 2% of final
average earnings for each year of
service in excess of the "covered
compensation level” ($7,800).

As an example, Mr. Curry
cited an employe, who, after 30
years of town service, had earned
an average annual salary of $7,-
500. He would receive about $2,-
800 from the projected retirement
pension plan plus Social Security
in the amount of $2,900 (current
level) to make a total annual in-
come of $5,700.

The pension program would
serve all town and board of edu-
cation employes except teachers,
who have their own pension plan.
It would also include the police
department, with some excep-

o - T W =—— —

Rates more competitive?

Rep. Edmund E. (Sonny) Jones
has introduced a bill to eliminate
state-fixed car insurance rates in
Texas. The bill would replace the
present system with a competi-
tive rate system, but would re-
quire standard policies and issu-
ance of guidelines by the state
board of insurance suggesting
what rates companies should
charge. The guidelines would be
based on the number of claims in
preceding years and on other
states' rating scales.



Pension, profit-sharing

plans aid auto dealers

SAN FRANCISCO-Employe
pension and profit-sharing pro-
grams operated for franchised
automobile dealers have de-
veloped into "powerful tools" for
the recruitment and retention of
"high quality” workers.

Dealers attending the 54th an-
Nnual convention of the National
Auto Dealers Assn. (NADA) here

were urged to "use this tool"” by

.,. Pension,

rinvestment
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Joseph S. Parren, director of the
NADA Retirement and Insurance
Trusts and by John H. Wood, of
Merrill Lynch, Pierce, Fenner &
Smith, New York.

A 30-year-old automotive me-
chanic, Mr. Parren declared, can
work 35 years for an auto dealer
and will pay $5,600, or 2 % of an

$8,000 annual income.

"BY THE TIME that mechanic
is ready for retirement at age 65,"
Mr. Parren said, "his accumula-
tion, including the matching 2 %
paid by the car dealer, will
amount to $29,650. This," he
said, "under the NADA Retire-
ment Trust, will pay that worker
a $197.60 rnonthly inconne for the
rest of his life. Added to the me-
chanic's Social Security benefits
of $365.70, he and his wife will
have a total monthly retirement
income of $563.30."

The non-profit trust, founded
in 1957, now covers 2,900 U.S. au-
tomobile dealers, or slightly more
than 10% of NADA's 21,000 deal-
er members. Mr. Parren said
NADA will soon conduct a survey
to determine just how effective
the pension and profit sharing
idea is in recruiting workers.

"We know, from those to whom
we have talked,"” he noted, "that
,the program has kept those deal-
»rs from losing many qualified

Work comp

premiums
reduced

MADISON, Wis. -Workmen's
compensation insurance premiums
charged to Wisconsin employers
were reduced $2.2 million March
1, according to Stanley C. Du Rose,
state insurance commissioner.

Mr. Du Rose said the new rates,
based on an annual safety review
of Wisconsin industry, are 3.3 %
lower than last year's premiums.
The decrease for this year.comes
to 5.6 % for manufacturing em-
ployment, 3.6% for contractors
and four-tenths of 1 %% for all
other classifications, he said.

The state department of indus-
try, labor and human relations
reported that January 1971 was
the safest January in at least 25
years in terms of workmen's inju-
ries.

The agency said there were
19.5 job injury compensation
claims filed in January for each
10,000 nonfarm employes in the
state.

The previous January low was
a rate of 20.1 per 10,000 in 1960
and the high was 34.5 in 1947.
Agency officials said they were
unable to explain the January re-

duction in accidents this year. -

employes as well as key workers.

"In the past,” he added, "auto-
mobile dealers throughout the na-
tion have complained of losing
good workers to all kinds of other
business activities only because of
promises of greater security. The
fringe benefits, including a com-
pany retirement plan,"” he contin-
ued "have been taking the pick of
the crop of younger men away
from careers with automobile
dealers.”

Mr. Parren reported that 'the
NADA trust funds "have done
well in terms of earning income,
in spite of an almost disastrous
economy in 1970. The unit values
for the specified plans now stand
either at or above their early 1970

e~ e i = _ -_—

Annual Safety-Security and

Loss Prevention Issue -- June 7

Ad closing
date: May 26

Major Selling Force to Loss
Prevention Managers & Key
Buying Influences in the na- -
tion's 13,000 leading corpo-

rations.

business insurance

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

FIRE EXTINGUISHING SYSTEMS

FIRE & INTRUSION ALARM SYSTEMS
SECURITY PERSONNEL SYSTEMS & SERVICES
2-WAY RADIO & CLOSED CIRCUIT TV SYSTEMS

MAJOR MEDICAL INSURANCE & HEALTH
FACILITIES

SAFETY EDUCATION POGRAMS & INCENTIVES

If your business is providing any of these products or
services, this is the one selling opportunity you should

not overlook. Reserve your ad space today!

N.Y. 630 3rd Ave. 212/986-5050

Chicago 740 Rush St. 312/337-5200
L.A. 6404 Wilshire Blvd. 213/651-3710

Equitable helps

people involved with
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Bach and rock -2

hulls » 91

and bears

birds and beadles.
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There couldn't be three more divergent enterprises
than The Wurlitzer Company (who make fine musical
instruments), Merrill Lynch, Pierce, Fenner & Smith
Inc (a pillar of the financial community), and the
American Society for the Prevention of Cruelty to Ani-
mals(which dedicates itself vigorously to the welfare of
bird and beast)

Yet, all three share one life insurance advantalge in
common. For over 50 years Equitable has protected
the employees of these and more than 100 other dis-
tinguished companies and institutions with group in-
surance. And each year the list keeps growing.

Why do so many group clients stay with Equitable?
Why do so many new ones come to us every year?
Look at the facts:
| Equitable offers a broad range of coverages, flex-
ible enough to meet each company's particular situa-
lion and keep pace with the changing times.

| Equitable offers a complete package of services:
actuarial, administration, plan design, as well as in-
vestment services forpension and profit-sharing plans.
I Equitable offers a wide choice of claim settlement
procedures to meet the special needs of clients.

Equitable, the originator of group insurance, wrote
its first group policy in 1911.Today, we have more than
22,000 in force. Our aim is to make sure they're still in
force-50 years from now.

“Lopar g aoefer

THE EQUITABLE

© The Equitable Life Assurance Society
of the United States. New York, N.Y. 1971.
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30%...

Continued front page 30

Average Median

compensation benefit

$ 6,000 $ 2,200- 2,400
12;000 5,500- 6,000
20,000 9,200-10,000
40,000 20,000-22,000

Average Median

compensation benefit

$ 6,000 $ 1,560- 1,800
12,000 4,400- 4,800
20,000 7,200- 8,000
40,000 16,400-18,000

A COMPARISON of the figures
in the tables may indicate that
rdtirement benefits under final
pay plans are lower than that of
career average plans. However,
that is not necessarily true be-
cause the determining factor is
the relationship of a participant's
final average pay to his career

average pay and, of course, final
average pay is usually higher.

Here's another trend to remem-
ber: Employers are awarding
higher salaries today and pension
plans are being amended to
shorten the period over which fi-
nal pay is averaged. For example,
assuming that a participant's sal-
ary increased each year until re-
tirement at a 5% compounded
annual rate, benefits computed on
average pay in the employe's fi-
nal five years are roughly 12%
greater than if they were based on
the average of the final ten years.

The principal methods of fund-
ing a pension are through the pen-
sion trust and an insurance con-
tract. The latter method takes a
number of different forms but the
most common are the deferred
group annuity contract, the de-
posit administration and the indi-
vidual policy.

There is considerable interest

in variable income plans as a

means of keeping pace with infla-
tion. However, in this particular
survey only a limited number of
plans have adopted this approach;
only 7% of the conventional plans
to be exact. A more common
means of adjusting pension bene-
fits for the already retired em-
ploye, is for the company to issue

pension,
% investment
V- report

supplemental monthly checks
without amending the plan.

NORMAL RETIREMENT AGE
is the term used in the typical
pension plan to define the date on
which an employe is expected to
retire from active service. How-
ever, the present trend is to allow
a participant to retire earlier than

the specified normal date without
sacrifice of his full accrued pen-
sion. Of course, it is also custom-
ary for an employe to meet a
minimum service requirement as
well. For instance, the plan may
require either a specific minimum
period of accredited service at re-
tirement or it may indirectly cre-
ate such a period through eligibil-
ity provisions, in other words five
years of employment and age 60
as a maximum entry age.

During the past five years, con-
ventional plans had a few signifi-
cant changes with respect to nor-
mal or compulsory retirement.
Age 65 continues to be the stand-
ard for both men and women
among four out of five companies.

With regard to service require-
ments for normal retirement bene-
fit, the majority of the compa-
nies-six out of ten-either do
not impose any such condition
whatever, or require less than six
years service for a normal retire-

Your Employee Benefits Program
Can Be Money Down the Drain

...unless your employees know about it
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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 no longer enough to provide the 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 that 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.
They help to realize the return you deserve on your employee benefits investment.

May we show you how they work?

Write for samples and

\\W1 4

HALLTECH ASSOCIATES

descriptive literature.

Employee Communications Service
200 East 42Nnd Street

New York, New York 10017

(212) s67-8384

ment benefit.

What about early retirement?
Three out of four conventional
plans now permit an employe to
retire before normal retirement
age if he so elects. Ages 55 and 60
are usually acceptable ages for
early retirement; more than two-
thirds now contain an age 55 op-

tion.

FURTHERMORE, a large per-
centage of plans permit early re-
tirement before age 55 where the
employe entered the plan at an
early age, or age 25. The median
service requirernent for age 55
retirement, ranges from ten to
15 years.

More striking than the liberal-
ized age and service requirements
is the increase in early retirement
benefits. The majority of plans
call for retirement payouts in ex-
cess of the actuarial equivalent.
In some cases, for example, the
participant can receive the full
accrued benefits at 60 or 62.

Disability retirement provisions
are found in 70% of current con-
ventional plans. Only about 13 %
of these plans require both an
age and service requirement.
Among plans with a service-
only requirement, ten years of
credited service has now replaced
15 years as the most typical re-
quirement. Most plans call for a
credited service requirement of
some years whether it be ten, 15
or 20 years. Only about 12% of
the plans will give disability re-
tirement income at any time.

THERE HAS BEEN little
change in the practice of offset-
ting disability benefits by public
benefits such as workmen's com-
pensation or Social Security dis-
ability. Twenty-eight percent of

the companies in this study utilize
such an offset.

Pre-retirement death benefits

have been one of the most impor-
tant developments in recent
years. There is now a firmly es-
tablished trend toward providing
a spouse's benefit. Fifty-seven
percent of the companies have
such a provision (paid out eifher
in a lump sum or in installments
to the death or remarriage of the
spouse). Some plans continue the
pension only for a stipulated
number of years. Quite often, the
beneficiary is not the spouse.

In most instances, the employe
must meet certain requirements.
in order for his beneficiary to
collect. Age 55 after 15 years of
credited service is the typical re-
quirement. Death benefits are
usually related in some way to
the pension the employe had ac-
crued while alive and take one of
the following approaches:

* 26 % provide. a stated per-
centage of the full accrued bene-
fit.

= 17 % provide a stated per-
centage of the early retirernent
benefit.

= 44% provide a pension
based on the factors used for a
joint-and-survivor benefit.

With regard to those plans that
offer lump-sum payment, the
pattern varies. For instance, one
plan gives eight times the full
accrued benefit, another gives
five times. In another case, the
payment is 150% of the employe's
compensation at date of . death;
other plans relate the payment to
aggregate company contributions.

In so far as post-retirement
death benefits are concerned,
only one in five plans have made
provision for this contingency. -

Loss vs. gain

Commercial Union insurance

group incurred a $17.2 million
loss on its underwriting results in
the U.S. in fire and accident
cover last year, but its home mar-
ket in Britain was profitable by
$6 million.
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An inflating economy TOTALSERVICE TOTALSER\|/ICETOTALSERVICETOTALSERIVICETOTALSERVICETOTALSERVICE
Is a still worse problem rll‘ &naqp OUlEtChentS,
facing pension funds U ngLrance requirements.

NEW YORK-Splitting a fund's
assets is one response to the in-
roads made by inflation, a prob-
lem which seems to be wrinkling
rnore brows than did the '69-'70
mafket.

A man involved in the invest-
ment operation at General Flee-
tric, one of the few companies
with in-house management, com-
mented that "down markets are
just a point in time that can be
overcome. The chart goes up and
down. Hopefully over the long
term it goes up. But inflation is a
different thing; we have no con-
trol over that. It is definitely the
worst problem we are facing, and
it looks like it is here to stay.”

In an interview with Business
Insurance Darrell J. Croot, chief
actual'y of the eastern division of
A. S. Hansen Inc., cited three ef-
fects of inflation on corporate
costs of pension plans.

Sr Pension,
E investment

, report

"THE NEGOTIATED increase
is partly due to inflation,” Mr.
Croot said. "Unions demand high-
er pension payments because
money won't go so far anymore.
Improving benefits always costs
the company money.

"Secondly, most companies de-
termine pensions by a salary per-
centage say, 50% of your pay at
the time of retirement, or a per-
centage of the average of your
career's five best years. Inflation
makes pay go up, so the pension
goes up too. This is an automatic
added cost.

"Finally, you can't overlook the
corporate profit squeeze resulting
from the inflated economy. This
squeeze makes any increase in
pension costs undesirable."

Mr. Croot emphasized the value
of good investment performance
in helping pension funds overcome
inflation, commenting that pen-
sion fund assets should be able to
keep pace with the market as a
whole. But he noted that the rate
of return on the equity portion of
many pension funds persistently
lags behind such indicators as the
Standard & Poors 500 Stock In-
dex. "Every dollar of improved
earnings eventually saves the
company more than a dollar in
contributions,” he said.

FIGURES QUOTED by William
Prime, executive vp Stuyves-
ant Asset Management Corp.,
supported Mr. Croot's views.

"Pension funds during the
1960's under-performed the mar-
ket," Mr. Prime said. He referred
to a study of the median perform-
ance for 50 large pension funds
for the 10 years 1960-1969. The
annual rate of return was 5.2%
for total funds and 7.3% for the
equity portions only. "The figures
for the 10 years through 1970 will
be somewhat worse," he said.
"And this is one reason why in-
flation is such a problem. Ob-
viously, if your rate of return is
5.2 % and inflation is up in that
neighborhood, then your pension
fund is just about where it start-
ed."”

A source at The Prudential In-
surance Co. of America said that
"a touch of inflation is good for
the market but too much is not;
it's a common misconception that
inflation is always a good sign for
a bullish market.” When. asked

about the possibility of continued
inflation the Prudential source
commented, "This is just personal
opinion now, but | don't think the
President can go into an election
vear with five million uriem-
ployed. He’'ll continue to pump
money into the economy so that
temporary good results will get
him the election. But we're going
to suffer for it; inflation is a mur-
derous factor.”

In the final analysis the success
or failure of a pension fund is
measured by its ability to make
its payments to retirees on time.

Continued on page 46

But then do you?

TOMENSON, SAUNDERS LIMITED

1 L
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"Is there a quote here fromm Mutual Benefit"?

"There is. And it's right on target. Ties in all the southern and west

coast plants. Has several new ideas on executive compensation, too."

A lot of group pension proposals are like late-night
movies on television: chances are, you've seen them before.

Simply because they're boiler plate, slightly
warmed over.

But not Mutual Benefit's. Even though we're big
(over 12 billion insurance dollars in force), we don't suffer
from systemitis.

We refuse to submit a packaged proposal.

Every plan we design starts from the standpoint of the
client's needs.

And it's well organized. By a staff of home office
experts and the creative talents of group pension specialists
serving you from offices across the country.

For example, maybe we'll come up with a way to
increase pension plan benefits without raising the cost.

Or suggest a more efficient utilization of present funds.

Or we may be able to consolidate a number of
plans and save money. Money that could fatten a group
life plan. Or provide a long-term disability plan. Or improve
Major Medical benefits.

Of course, a briefcase full of quotes from
companies with household names might impress the man
who buys the plan.

Until he finds out that household names won't
guarantee the best results.

To receive your free copy of Mutual Benefit's
informative new booklet "Developing the Company's
Retirement Plan" write: Director of Group Pension Sales,
Mutual Benefit Life, Newark, New Jersey 07101.

MUTUAL BENEFIT LIFE

THE MUTUAL BENEFIT LIFEINSURANCE COMPANY/NEWARK, N.J./SINCE 1845
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SARASOHN

AND COMPANY

PUBLIC ADJUSTERS

CONVENIENT

East Orange, New Jersey (Home Office)
85 S. Harrison Street (201) 175-1400

New York, New York
347 5th Avenue (212) WH 4-3337
Bridgeport, Conn.

(Tri State Adjustment Service Co.)
27 Post Office Arcade (203) 333-5555

Newburgh, New York

231 Liberty Street (914) 5§2-9420

San Juan, Puerto Rico

1700 Ashford Avenue 722-5977

No. Miami, Fla.
16924 N.E. 19th-Ave.  (305) 9454338
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

Hyatt. ..

Continued from page 27
uary, 1968, when we started the
Hyatt profit-sharing plan.

"I'M POSITIVE,” Mr. Pritzker
adds, "that it was the opportunity
to participate in our profits and

thus gain a sense of sharing in
management and success that
stimulated our employes into
helping us."”

The timing would seem to sub-
stantiate Mr. Pritzker's point of
view.

Enrollment has reached 2,500
employes, with that number ex-
pected to double within the next
two years. And the Hyatt profit
sharing plan has had probably
the best growth earnings pattern
of any profit-sharing program in
the nation.

All employes are eligible after
one year of employment to con-
tribute from 3% to 10% of their
salaries for deposit in their indi-
vidual accounts in the trust.

THE CONTRIBUTIONS, in ad-
dition to Hyatt's contribution,
which is determined each year by
the board of directors, the forfei-
tures and the income from man-
agement investment of funds, has
produced a "substantial growth"”
for the ernployes.

During the fiscal year ended

Jan. 31, 1970, for example, em-
ployes enjoyed a 31% return on
investment for every single dollor
they put into the trust. "This is
comprised," explained trust direc-
tor Air. MeGillis, "of a 13% return
on funds invested by management,
with Ae balance being earned
from the company's contributions
and forfeitures.”

To show what this means to an
individual Hyatt employe at re-
tirement, Mr. MeGillis prepared
for Business Insurance a projec-
tion based on past trends: Assum-
ing only a 2% increase in wages
each year, at the minimum con-
tribution of 3%, an employe who
enrolls in the program at age 25
will have $250,000 in his account
by retirement at age 65.

"Of course,"” Mr. McGillis point-
ed out "this amount would be sub-
stantially greater, if a larger per-
centag3 of salary were contribut-
ed."”

The plan provides that the
trustee may invest the trust funds
in stocks, bonds, buildings, Hyatt
Corp. stock with approval of In-
ternal Revenue Service and any
other authorized investment. In-
vestments are directed by an ad-
ministrative committee appointed
by the Hyatt board cf directors.

ALL INCOME taxes, of course,
are dderred on the employe ac-
count share of company profits,
trust earnings and forfeitures.

PACIFIC INVESTMENT

MANAGEMENT COMPANY

Investment Counseling Service

Pension and Profit-sharing funds

Public retirement funds

Charitable and educational endowments

Other major portfolios

Allen D. Harper

President

A subsidiary of

Pacific Mutual Life Insurance Company

Ivan D. Pierce

Vice President

Phone: (213) 689-4408

Suite 310

523 West 6th Street

Los Angeles, California 90014

This announcement is for information purposes only. Further information 15 a¥alable only to persons and or@anizations in states where t,e company Is authorizel to do busiress.

The plan permits withdrawal or
borrowing if employes need mon-
ey for a financial emergency.

The plan also pays eut accord-
ing to its terms at normal retire-
ment, early retirement, disability,
death or withdrawal by an em-
ploye from the plan.

Trust funds cannot be used or
invested for any purpose other
than for the exclusive benefit of

the participants. Hyatt contribu-

Si=1 pension,
9 investment
2, -report

tions cannot be returned to the

corporation.

THE EMPLOYES share of the
Hyatt profit is based on total
covered service since January,
1962: and the minimum 3 % con-
tribution from earnings. Each
participant receives a proportion-
ate share based on these two fac-
tors in relationship to the total
for all participants, with a limit
of $18,000 of earnings per year.
Earnings beyond that limit will
not increase the employe's share
of the company contribution.

Ownership of the account, by
the employe, is earned at the rate
of 10% of the total account for
each full year as a participant.
Thus employes are fully vested
after 10 full years.

Participants who withdraw be-
fore the end. of the 10 years al-
ways receive 100% of their con-
tributions but forfeit a portion of
the company's contribution.

"If a Hyatt Corp. manager or
cook or waitress left after only
five years in the plan,” Mr. Mc-
Gillis explained, t'the employe
would have earned 50% of the

amount. Hyatt contributed. The
remaining 50% would' be re-dis-
tributed, as. a forfeiture, to other
plan participants.”

AN employe account is auto-
matically 100% vested. at normal
retirement,. at early retirement, at
death and for permanent disabili-
tya and after 10 years in the plan.

TO BE. ELIGIBLE, after one
year, an employe must work reg-
ularly more than 20 hours a week
at least five months of the year
for- a Hyatt company that sub-
scribes to the plan.

Trust losses on investment,
should any occur, are first charged
to each participant's company con-
tribution account, but are not to
exceed 8% of the total. The bal-
ance is: then charged equally to all
accounts,.including the company
eontribution accounts. "As a result
of this division of trust earnings or
losses," Mr. MeGillis pointed out,
"the employe's contributions ac-
count is the first to receive earn-
ings and is cushioned or favored
against losses.”

The plan also permits the trust-
ees to increase the vested interest
in the company contribution ac-
count to make up any difference
in amount contributed and. amount
received if it were to be less than
the amount actually contributed.

Any 10-year rnernber of the
plan may apply for early retire-
ment at age 50. With company
approval, he also may continue to
work and continue participation
in the plan after age 65. Retire-
ment benefits may be taken as a
lump sum, in installments, as a
lifetime income guaranteed for
life or as a combination of the
three methods. By taking a lower
lifetime income, the employe also
can guarantee a retirement income

for his wife for as long as she may

o R — -—

Is an employee expecting a Pension

or Profit-Sharing

Plan distributiont

He mayalso expect
a big tax headache.

If an employee's job status is about
to change through resignation or
retirement, he may be in line for a
sizeable payment from his
Retirement Plan.

He may also be in line for a very
big tax headache.

If be takes that payment in a
lump sum, he'll have to pay taxes on it.
He'll also be liable for taxes on
any dividends, interest or capital gains
the remainder of that money earns in

the years to come.

And any money remaining after
his death will be subject to federal
estate taxes.

All of which makes an ideal case for
the Investment Annuity*.

If the Retirement Plan uses that
distribution cheek to purchase an
Investment Annuity, he pays no
current taxes on it.

And, through the years, that money
stays in his Investment Annuity
account in a tax shelter, so he pays
no current taxes on dividends, interest
or capital gains.

Best of all, he, or hiB inveBiment
advisor, has atmost complete freedom to
choose and change the invesimen:8 in
hiB oven Inve*ment Annuoll account .
stocks. mutual funda, bonds, government
issues, savings accounts... botk before

cnd after benejit paymenis begin.

The Investment.Annuity also
guarantees him a lifetime income when
payments begin...an income that
can be capable of growing with the
economy and the rising cost of living.
He ean begin payments as permitted by
his Plan-now or sometime in the
future. With provision for his survivors.
And no federal estate taxes on amounts
attributable to employer contributions.

And income taxes are paid only as
he receives annuity payments.

If your employees are facing
changes in job status, make sure it's a
change for the better. Mail the coupon
today, and get all the facts about the

Investment Annuity. “Reg. Service Mark

First Investment Annuity Company of America
Gaas Walnut

entlemen: Pleam Bend me facts about the

1 nvestment Annuity concerning:

O Retiring 0 Ending present employment
Name

Tite

o/galizat 1

Addrm

e P 7.0

81-3-71
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Pension fund lesson learned from Rolls-Royce fall

LONDON-Pension fund oper-
ators in Britain are studying the
lessons of the Rolls-Royce col-
Lapse, which has had American re-
percussions because of its connec-
tion in contracts with the Lock-
heed aviation group.

A total of 47,600 employes are
in the pension plans that Rolls-
Royce has run for its workers for
the past 40 years. Exactly half
the plans cover white-collar em-
ployes and half protect shop-floor
personnel.

But they will not be affected
by any moves to rescue Rolls-
Royce from its loss predicament
because long-standing arrange-
ments make the pension funds
completely untouchable even in
case of complete bankruptcy,
which in any case is unlikely.
Trustees run them under special-
ly-designated rules that protect
the funds from involvement in

any corporate dilemma.

PAYMENTS are comparatively
small, and are intended to sup-
plement the retirement benefits
granted by law under Britain's
welfare state to all men of 65 and
women of 60.

To date it is not known how
many redundancies there will be
in the Rolls-Royce group, since
the British government now plans
to take over the headaches of the
aviation side with its RB-211 en-
gine commitments. The world-re-
nowned car division is likely to
stay in being separately, as it is a
profitable plant.

Workers who are made redun-
dant can get their own stake out
of the pension fund up to the
time they quit either in a lump
sum or by leaving it in a "frozen
account" so that they can get a
small residual pension when they
are 65. This is basically because
management and employes pay in
matching contributions to the
fund every week. The trustees in-
vest the case over the years to
provide pensions based on length
of service at retirement.

This is a local plant agreement,
and not part of any national wage
scheme for the auto or aviation
industry, as Britain's social secu-
rity benefits are planned to cover
everyone in the nation when they
retire throughagov ernment-
funded plan. These provide $600
a year for single men at 65 and
$1,000 a year for a nnarried man

at 65, and $600 for single women
at 60.

DETAILS OF the Rolls-Royce
pension funds have been supplied
to Business Insurance. Invest-
ments in securities listed on the
stock exchange total $130 million
and are earning a 6.7 % yield on
their initial cost. About $80 mil-
lion of these investments is in

CNR ups
its pensions

OTTAWA-About 32,000 re-
tired employes of the Canadian
National Railways or their bene-
ficiaries will get bigger pension
checks beginning next month.

According to Canadian Trans-
port Minister Donald Jamieson,
retired workers receiving benefits
under the 1959 pension plan will
get increases of 2 % for each year
of retirement. Beneficiaries will
get similar increases. The in-
creases are retroactive to Jan. 1.

Pensioners enrolled in the CNR
1935 plan now receive $25 per
month. They will now get $50 if
they retired before 1965. Those
who retired in 1966, 1967, 1968 or
1969 will get increases of $20, $15,
$10 and $5 respectively. -

publicly-quoted corporate stock
and the rest is in British govern-
ment, county and public boards
stock.

Pensions were hiked by 10%
last year because of successful
investments. They now rate an
average $600 a year for white-
collar employes and $320 for the
shop-floor staff, with pensioners’
ages ranging from 60 to 90. But
there are also a large group of
pensioners, representing about
12 %, who are under 60, having
left work voluntarily, so that
pensions for the older age groups
are substantially higher than the
average.

INn addition, many employes
have chosen to amortize their
pensions and take cash sums in-
stead. Amortizations totaled $3
million in 1970, compared with

$2.5 million drawn in pensions
that year. Management's fund con-
tribution share was $7.5 million
last year and employes was $6.5
miillion.

The main lesson learned from

the collapse, is the value of not

.,. Pension,

invesigent

investing corporate pension funds
in the stock of one's own compa-
ny. The Rolls-Royce pension fund
is safe because only a very small
proportion of its assets have been
invested in its own corporate
stock, for at the moment that is at
a near-worthless price of two

it i

"All the king's

horses and all the

King's men san't put it

back together

agai n."

cents, compared with its high-
flying rating of $3 only a year
ago.

BUT NATURALLY  pension
funds of other major corporates
in the U.K., who in the past have
felt it safe to include blue chip
Rolls-Royce in their investments,
have been hit.

Dryden Gilling Smith, planning
manager of Legal and General
Insurance, has revealed in the
London Financial Times that 10
big pension funds, such as Uni-
lever, British Petroleum, and Im-
perial Chemical Industries, held
three million stock units in Rolls-
Royce among their investments
before the crash.

Mr. Smith commented: "A final

lesson to be learned from Rolls-

Royce, or from the fate of the

e

many loyal employes who held
their own company shares, is that
no employe should put all its sav-
ings in his employe rs' basket.
Even the safest of houses can fall,
and if you invest your career
with a company, that is enough.
Savings should be spread around
the market.”

Naturally there are in Britain
many corporate pension funds
whose trustees invest in long-
term insurance policies rather
than directly in investments that
are at the peril of market fluc-
tuations. Leading insurance com-
panies who offer this service to
corporate managements are now
quite obviously ready to assert, in
the light of the collapse of Rolls-
Royce stock, that this is a far

more effective way to invest pen-
i e arncd = _ -

Sometimes it's too late. Unless you have Protection Mutual full coverage. We can put it back

together again. Even better, we can keep it together with preventive insurance. If your plant

is worth $1,000,000 or more, we can offer you "Pre-Engineered Protection." A complete corporate

insurance coverage plan tailor-made to fit your specific requirements. A Protection Mutual

engineer will conduct a detailed inspection of your plant, establish employee educational

programs and show you ways to increase property protection and decrease premiums.

Because the bigger they are, the harder they fall. And that's why you need us. Protection Mutual.

Now.

Call or write for our booklet "Property Conservation.”

A FULL SERVICE CORPORATE INSURANCE PROGRAM

w Ni)*% PROTECTION MUTUAL
**LD** Insurance Company

*0 o

EcH

EXECUTIVE PLAZA -

PARK RIDGE, ILLINOIS 60068 -

(312) 825-4474
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Pension benefits aren't
asked at U.K. Ford

LONDON-Thousands of Ford
'‘workers in Dagenham, Engl:nd,
struck for higher pay, but pension
rights were no: included in their
demands, even though U.S. auto
workers regard them as a Kital
part of plant con:racts. The reason
is mainly that the British wellare
state casts an urnbrella over re-
tirement benefits whi=h are still,
therefore, left out of industrial de-
mands by employes.

The government will annol_nce
plans for restructuring social se-
curity pensions this year, and
corporate pension schemes are on
the increase all the time. But as
in the case of Fcrd's, shop f.oor
employes still tend to concentrate
on higher pay rather than on,ex-
tra fringe benefits such as ren-

:fons. They will set somE benefit
i wages rise as per:ains are
g.ared percen:age wise to their
aarnings, but that is all tey usu-
a.ly achieve at the momern.

Keen waich is teing kept on

Sir pension,

VI- investment

, report

:Uccessful demands abroad, how-
.ver, and the mcve towards ma-
ior pension benefits in U.S. in-
iustry will be followed E Britain
:ome day.

Ford's already opera'De a com-
pany pension scheme Sir their
ami)loyes in Britain on a moder-

Is your pension plan

gorging on your
Frofit structure ?

Pension plans are designed to be benefirs. BLI sometimes .
because they're ineSciently designed . . they turn out to be

ate scale, with both management
and workers making contribu-
tions to the pensions fund., Moss
Evans, union chief forth€ compa-
ny's auto workers, told Business
Insurance: "We are not seeking
any major extension of this
scheme in our wage demands, as
employes are going all out for
higher pay at the moment.

"But we strive all the time to
get minor improvements in the
pension arrangements, and are
pressing the managemens to in-
crease their contributions so that
there can be rmnore benefits for
widows and other members of the
fund who are in need of improved
Ffacilitie=_"" rrm»

Dean named

Dr. William T. Fisher, assistant
dean of the University of Con-
necticut's school of insurance, has
been named chairman of the

Connecticut Insurance Purchas-

ing Board.

money-eating monsters. And that's true for retire ment plans
in general. How do ¥ou av=id this? How.do you tr.ake certain
your retirement programs will stabilize costs rather than waste
corporate dollars? It's the ompany ¥ou deal with that matters.

This company, for instance, has a long history of putting
together cost-stabilizing programs for aine of the leading

businesses in America. Wr.te us. We'd like to tell you more.

PROVIDENT
MUTUAL

LIFE INSURANCE CDMPANY

Funds 'dwarf all other

institutional

NEVWW YORK-INncreased pres-
sure on pension funds to perform
had a profound effect on New
York Stock Exchange trading last
year, according to a report issued
by the Big Board's research de-
partment, which makes a point of
noting that pension funds "dwarf
all other types (of institutional
investors) in importance.”

At the close of 1970 corporate
and other private non-insured
pension funds held $54.7 billion of
NY SE-listed stock, up from $49.7
in 1969. Continued net purchases
increased the value of their hold-
ings to a record 8.6% of all
NYSE-listed securities. (By con-
trast, state and local government
non-incured pension funds owned
$5 billion in NYSE-listed stock,
up from $4.6 billion the year be-
fore.)

"The growth in inszitutional
holdings over the past ten years
can be largely attributed to pen-
sion funds and mutual funds," the
report stated.

"FOR EXAMPLE, in an effort to
improve the rate of return on
their investment portfolios pen-
sion funds have shifted an in-
creasing proportion of their assets
into common stock. This. coupled
with new money flows available

each year for investment, has led

iINvestors

pension funds to dwarf all other
types in importance.”

INn a broader sense, however,
major institutions-including the
funds, as well as insurance com-
panies, colleges and foundations
—also increased their NYSE-list-
ed holdings. The figure rose from
$154.1 billion at the end of 1969 to
$161.9 billion last Dec. 31. The
$7.8 billion increase in the value
of these institutional holdings, the
report explained, lifted their pro-
portion of NYSE-listed stock to
an estimated 25.4 %, which is an
all-time record.

Not included in these totals,
however, are a number of institu-
tional categories for which figures
are not available. These include
bank-administered personal trust
funds, mutual funds not regis-
tered with the SEC, investment
partnerships (hedge funds) and
non-bank trusts.

The report included the latest
figures available on some of the
institutional investors. They are:

International Business Ma-
chines, held by 1,215 institutions;
General Motors, 1,025; American
Telephone & Telegraph, 989;
Standard Oil of New Jersey, 953;
Texaco, 884; General Electric,
766; Eastman Kodak, 742; Xerox
Corp., 609; and Mobil Oil Corp.,

_——— T = = -

INndividual |I

Equitu investment
fund Ountracts

to be issued by

OO[:idental life

Insurance Company of California

as an investment medium to provide a Variable Annuity

A free prospectus is available from:

Variable Annuity Sales
Occidental Life of California

Box 2101 Terminal Annex

Los Angeles, California 90054

Complete coupon and mail to above address. (check one)

O Employee Benefit Plan (Pension or Profit Sharing)

[3 Self-Employed Retirement Plan

El T.S.A. Program (Public School teachers and other employees)

n T.S.A. Program (Non-profit institution)
O Individual (supplemental) Retirement Plan

NAME

ADDRESS
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following the funds

Gunslinging' fund counselors aren't
making bankers leap out windows

By PAT THOMAS

NEW YORK-Gunslingers of
the OIld West held up a lot of
banks but never really got away
with much. Today, gunslinging
investment counselors have rid-
den into many corporate pension
fund offices but apparently they
haven't gotten away with much
either. Bankers, in other words,
are not jumping out of windows
high over the financial district.

Nevertheless, there is a trend

developing. Pension funds are
splitting assets among several dih
ferent money managers, with in-
dependent investment counselors
getting a piece of the action. It
started years ago and continue- d
into the teeth of the bear market.

The New York investment
counseling firm of Rogers, Dan-
burg & Co. completed a study a
few months ago that did indeed
confirm. a developing trend. But,
although funds are splitting their

BREAKDOWN OF 11 BANK-MANAGED
FUNDS SPLIT IN 1969

Fund size
( millions Pieces

of dollars) split into

Management
(millions of dollars)

$16/plus new money Bank

$20/17/17 Investment counselor
$13 Mutual fund affiliate

$10/10/10/10/10-Investment counselor

$2/1/1 Investment counselor

$25/25 Investment counselor
$25 Mutual fund affiliate

$700 3 $350/250/100 Bank
$ 16 2
$100 2 $50/50 Bank
$120 5 $53 Bank
$380 2 $190 Bank

$190 In-house
$200 &6 $150 Bank
$Sa 3
$520 3 $360/80/80 Bank
$250 5 $150 Bank

$25 In-house
$120 2 $60/60 Bank
$ 60 3

$20/20/20 Investment counselor

Chart prepared for a study by Rogers, Danburg & Co. Inc., New
York investment counselors, shows that while some pension money
has been moving to independent money managers-banks are not

exactly losing their shirts.

VWhat can our

independent

consultation

do for your
EMPLOYEE
BENEFITS

Progranns?

Design-Simplify-
Improve ...
Develop at lowest possible cost

plans that deal with an employer&
involvement in the areas of em.

ployee and industrial relations.

Contingercies
of Emplo>ment

Corporate Policyholders Counsel, Inc. is not an agency or t rokerage;
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 POLICYHOLDERS COUNSEL, INC.
20 North Wacker Drive = Chicago 60606 - Phone 312 - 372-8225

Ask for Robert O'Meara. or write for Brochure 8- |IOO

CORPORATE POLICYHOLDERS CONSELIN

assets, banks still clearly control
the bulk of the $125 billion held
in employe benefit trusts.

THE INVESTMENT counselor
is getting pieces cf the funds but,
in most cases, the pieces he is
getting could be considered
scraps. The survey pointed out
that while the investment counse-
lors were gaining a number of
new accounts, the amount of
money they gained was quite a bit
less than the amount switched
from one bank to another. The
money is obviously there, but so
is a reticence on the part of many
companies, particularly those with
smaller funds (less than $50 mil-
lion), to split at all or to give a
portion of their pension fund as-
sets to an independent counselor.

There are four main reasons for

Let
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splitting a pension fund, accord-
ing to the survey, which was
based on 143 corporate responses.

Many companies showed a re-
luctance to break off the relation-
ship with their old money man-
ager (relationships averaged 15
years in length) and splitting the
fund gave them a chance to ease
into a new relationship without
severing old ties. Companies felt
that splitting a large pool of as-
sets into several smaller ones
would make the overall manage-
ment of those assets more simpli-
fied and created a potential for
better results. Other corporations
felt that all their managers would

'Z, Pension,
E investment
vl', report

keep on their toes if a sort of
inter-manager competition were
created. Finally, some companies
thought that splitting off a small
chunk of the pension fund and
giving it to a firm to manage was
a good way of testing the new
manager.

For all those reasons, funds are
being split. But there is another
reason, not mentioned in the sur-

SwWiss

Life

be your guide!

—

;10 97'K

vey: desperation.

"There was no performance
any place during the bear mar-
ket," said the pension fund man-
ager at a manufacturing company.
"Pension funds took a shellacking
and people were literally desper-
ate. Funds being managed by two
banks were suddenly being man-
aged by three, or an insurance

Continued on page 40

d If you don't know

ASK McGEE
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LOSS PREVENTION
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The Master Cover Contract. a concept developed by Swiss Life over ten years ago. is ideally
suited to be your guide to efficiently coordinating and funding pension plans throughout
Europe on a multi-national basis. This umbrella agreement offers the following important

advantages:

aOdWN

. Multi-national experience rating

. Portability of pensions
. Centralized administration and reporting
. Liberal underwriting provisions

- More flexible contract

We're the company with experience. Let Swiss Life be your guide!

Swiss Life Insurance and Pension Company

AMSTERI)HAM

BRUSSELS

International Department

General Guisan Quai 40 - CII-8022 Zurich, Switzerland

Telephone: (01 ) 36 03 03 / Telex: 54 957

LONDON

MUNICH

PARIS ZURICH
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company or investment counselor
was added, and so on."

And what are the investment
counselors doing about it?

"There are a lot of advantages
in split funding," said an assistant
treasurer at a large fabrics con-
cern. "At least you're running
some kind of horse race. And this
is precisely the pitch we're get-
ting from investment counselors
-'Give us just a piece, give us
$10 million or so, and see what
we can do with it." "

There appear to be many com-
panies that have followed that
advice, though few of them sur-
faced * when Business Insurance
took its own informal survey.
Only one of those firms, a huge
corporation headquartered in New
York, was using investment coun-

selors.

The director of pension fund
administration for the company
said, "Eighty percent of our pen-
sion money is with banks. The
other 20% is split among 15 dif-
ferent advisors. | like to give
them a full market cycle to per-
form-bull, bear and in-between.
It usually runs around three to
five years. However, | reserve the
right to change managers if some
guy goes berserk with our mon-
ey."

He reported that results, since
switching to the investment coun-
selors, had been "so-so, pretty
close to Standard & Poor's last
year."

Others queried on the subject
expressed varying degrees of
skepticism toward the independ-
ents. Phrases like "gunslingers”
and "hot-shots" were used com-
monly. However all the respond-
ents felt that the entrance into
the pension fund management
arena by the investment counse-
lors would eventually improve

661'd leave tomorrow
if they didn't have such a great pension plan."

the overall way in which funds
are managed. Some of them went
so far as to say that they would
consider giving a portion of their
funds to the counselors if their
present managers, usually banks,
failed to perform well.

"In the long run, their presence
is bound to improve fund man-
agement. When the wheel gets
squeaky, sooner or later, every-
one hears it and someihing gets
done," was the observation of the
employe plans admin:strator at a
manufacturing firm.

ANOTHER EXECUTIVE
agreed, saying, "The competition
will improve fund management
because if these guys do well,
there is something definitely
wrong with the banks if they
don't take notice and try to re-
spond in kind."

One of the main obstacles fac-
ing the investment counselors

seems to be their image. Every-
one knows about them and hears

from them but attitudes toward
them are very diverse. They are
referred to as "gunslingers" by
some people and "stars" by
others. Most of the respondents to
the Business Insurance survey
took the former approach.

"The problem with those guys
is that when everything was rosy,
that's all you heard from them.
Then, when performance dropped
in '69 and '70, they took a bath.
The thing is, we're still hearing
success stories. Who are they try-
ing to kid?"

It was generally agreed that
the investment counselors were
more aggressive than institutions.
"Don't say aggressive,"” mused
one of the respondents, "say over-
bearing.”

THE MANAGER of employe
benefits at one corporation noted
that his company, which managed
its pension and profit-sharing
fund in-house and with banks,
was somewhat aggressive but was

Loyalty to the dollar can be stronger than loyalty to a company.

So holding your good employees with salary alone is tough

when other companies are offering profit sharing and pension plans.

Attracting new employees can be difficult, too, unless your

employee benefit program is competitive.

_Asaresult, more and more companies, out of self-defense
if for no other reason, are establishing comprehensive employee
benefit plans or improving existing ones.

And although it's a remarkably complex undertaking,

involving government regulations, tax considerations, and legal
red tape, it's all quite simple if you let the experienced
specialists at First Pennsylvania Bank handle it for you.

We havea department devoted to the planning,
implementing, and administration of employee benefit programs
and a specialized investment division that manages the
investment of plan funds.

We'11 make available to you, at no obligation, a specialist
who can review your requirements and recommend a program
based on your individual needs. Call Bill Doe (that's a real name)
_ 8-1700, or write to Employee Benefits Planning Dept.,
First Pennsylvania Bank, 15th & Chestnut Sts., Philadelphia, Pa. 19101.

at (215) L

first Pennsylvoni¢i Bonk

The First Pennsy vania Bankinggnd Trust Company

Member F.D.T.

interested in long-term results.

"As far as we are concerned,-"
he said, "nothing that has hap-
pened over the last two years can.
justify even the existence of in-
vestment counselors. They grew
so fast they gotfat and overex-
tended themselves. | think they
will probably continue to grow,
only at a slower pace, and they
will become a larger part of the
pension fund scene. But the bear
market will settle them down. It's
no longer 'anything goes. "

The counselors themselves - try
to point out, in their pitches, that
they move faster than institutions
because they are not tied down
by committees, that they pay
closer attention to individual port-
folios and that they have better
personnel than do banks.

Another employe benefits man-
ager partially agreed.

*I THINK IT'S true that they
can give you more personalized
service and they usually do have
pretty good people in their shops.
But they're s ma,1 1. If they lost
some people, it could really hurt
them. Today | say they give good
personal service with good per-
sonnel. In six months, | might not
be able to say the same thing."

"And remember," one respond-
ent demanded, "most of their per-
sonnel come from banks in the
first place.”

Still, investment counselors are
getting the pieces of funds from
many sources. American Tele-
phone & Telegraph is one of the
more substantial companies to
split its pension funds-though
only a small sum of total assets
-and give fourindependent
managers a chance to perform.

The investment counselors face
problerns in other areas, sorne
arising from within their own
ranks. E. F. Hutton & Co., one of
the major securities houses, has
charged that a conflict of interest
is present at all brokerage firms
that manage money on a discre-
tionary basis. Many of the coun-
selors demand full discretion over
the funds they manage. Hutton
felt that the conflict of interest
could arise when a brokerage
firm could increase its commis-
sion revenues by making transac-
tions for one of its accounts even
though the transactions would not
necessarily benefit the account.

MANY OF THE broker-counse-
lors receive a fee for making in-
vestments for the account's bene-
ficiaries. They also receive conn-
missions on any transactions they
make for the account:

Hutton has urged that money
managers and brokers divorce to
remove the temptation "to garner
profits beyond management fees
in the form of commissions."

To add to the problems facing
the counselors, the New York
state insurance department is
thinking of writing a letter to all
welfare funds in the state telling
their trustees that, under the law,
they may not give discreti6nary
authority to investment counse-
lors in the management of the
funds. Banks, however, would re-
tain discretionary authority.

Investment counselors would
have to get permission to make
any trades in the future - if the
authority were stripped from
them and one of their strongest.
selling points, speed in the fast-
moving market, would be lost.

The insurance department feels
that the move is necessary to "en-
courage long-term investments and
discourage wheeling and dealing."

So, there may be a moment of
truth approaching for. the invest-
ment counselor, if, indeed, it has
not already passed. The obstacles
are mounting in front and the
past two years have certainly not
been helpful.
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individual pojicy pension
trusts and how to use them

by James L. Athearn,
Professor of Insurance,

University of South Carolina,
Columbia, S. C.

AN

James L. Athearn

ore than.30.aillignpeaple.inthetl 2.
About 10 million are covered by plans for
which the benefits are insured with pri-
vate life insurance companies through
group annuities, group permanent life in-
surance, individual policy pension trusts
( IPPTs), and other plans. At the end of
1969, more than half the insured plans
were funded with IPPTs. These trusts
covered about 12% of the persons included
in insured plans.

The IPPT is most commonly used in
small firms. Retirement income for partic-
ipating employes is generally provided by
means of an individual annuity, a straight
life policy or a retirement income policy.
Under the latter, in addition to the provi-
sion for retirement, life insurance is pro-
vided on the life of the employe during his
working years. The term "individual poli-
cy pension trust" arises from the fact that
the individual policies are owned by a
trustee who received all contributions, pays
premiums to the insurer, and administers
the operation of the pension plan in ac-
cordance with a trust agreement.

The IPPT method of funding was ap-
parently used first during the 1930s and
saw its period of most rapid growth be-
tween 1940 and 1950. Since 1950, IPPTs
have been overtaken by deposit adminis-
tration (DA) plans in their growth rate.
From 1955 to 1965, the number of DA
plans increased on the average of about
22% per year as compared with an in-
crease of 13 % per year for IPPT plans.
Since 1950, there has been a steady de-
crease in the number of persons per IPPT
plan. In 1950, the average was 45 persons
whereas by 1969 the average number of
persons per plan was nine. Moreover,
among plans established during 1969, the
average number of persons per plan was
less than five. Clearly, other insured
methods were serving employers whose
plans involved larger numbers of em-
ployes. The number of new DA plans
established during 1969 was less than
one-tenth the number of IPPT plans but
covered more than twice as many persons.
Nevertheless, more than half the insured
plans in existence at the end of 1969 were
IPPT plans and nearly half the insured
plans established during that year were
IPPT. Nearly 23 % of the people covered

'"The growth rate of IPPT plans is understandable when

one considers their... simplicity and guaranteed cost.'

by new insured plans during 1969 were
covered by IPPT.

The growth rate of IPPT plans is under-
standaMe when one considers their ad-
vantages. The first is simplicity. It has
always been relatively easy to establish an
IPPT and the Internaal Revenue Service
has simplified approval of such trusts by
approving prototype plans submitted by
insurance companies and trust depart-
ments of banks. Second, the cost of both
the death benefit and the annuity benefit
is guaranteed. This enables the employer
to project the cost per employe and easily
maintain a record of his expenditures for
the plan for each employe. Third, the
death benefit is not includable in the es-
tate of the insured when payable to a
named insured other than the estate of the
insured.

All IPPT plans have several significant
disadvantages. For any benefit other than
flat, there is a high unit cost because a
new policy is required each time the bene-
fit increases. Most policies sold today have
a premium rate per $1,000, which is high
for small amounts and reduces as the

policy size increases. A popular method is
to establish a premium rate for each $1,-
000 and add a constant, called the policy
fee, such as $5 per $1,000 with a maximum
of $10. With a basic rate of $17 per $1,000
plus such a fee, the actual rate per $1,000
varies as follows:

Policy arnount Premium Rate per $1,000

$1,000 $22.00 $22.00
2,000 44.00 22.00
3,000 61.00 20.33
5,000 95.00 19.00
10,006 180.00 18.00

Many, if not most, IPPT plans relate
retirement and death benefits to employe
compensation. Since most policies issued
as the result of increases in pay vary from
about $1,000 to about $3,000, it is not
unusual for the policy fees per employe to
reach $50 to $100 per year because of the
large number of small policies in force for
each participant.

A second disadvantage of the IPPT lies
in th@ fact that there is a large variation
in the true cost (considering the return on

the investment element) of virtually the
same policy issued by different life insur-
ance companies. This, of course, is a prob-
lem for any purchaser of life insurance
but it is particularly difficult for a small
firm whose pension plan is funded
through an IPPT. First, the individual
small employer usually cannot evaluate
such cost. Second, once the plan goes into
operation, everything is automatic from
then on. As new employes are added, new
policies are purchased automatically. As
pension benefits for individual employes
increase, new contracts are purchased
automatically. Such an arrangement is a
life insurance agent's dream come true,
especially if the firm is growing and pros-
pering. Many such plans have, in the past,
been rather immune to the erosion of
competition because of the reluctance of
the employer to make any change that
would require requalifying the plan.

A THIRD DISADVANTAGE of the
IPPT stems from the high cost of employe
turnover. In the typical situation in which
cash values grow not at all during the first
year a policy is in fofee and rather slowly
thereafter for the first few years, the em-
ploye pays a whole-life (or higher) pre-
mium for what is essentially term insur-
ance if the employe leaves during the
early years. Some pension advisers make a
virtue out of this defect by suggesting
immediate vesting because surrender val-
ues are so low that such vesting doesn't
cost much. This, of course, overlooks the
fact that the employer has been subjected
to an expense from which neither he nor
the employe gains any benefit.

Most IPPT's are funded with policies
that provide a death benefit that is advan-
tageous from the point of view of both the
cost to the employe and his estate tax.
Because such policies are issued on an
individual basis, however, those that in-
clude a death benefit are available only to

Continued on following page

A Nnew mix of education and

work to steve off retirement

by Bion H. Francis,
Manager of Benefits Planning,
Colt industries, N. Y.

Bion H. Francis

This is the third of a series of eight
thoughtful columns by Bion Francis on the
subject of retirement, which he dissects
into a series of provocative questions jor
the emplove, the employer, society and,
most of all, for those responsible for plan-
ning emplove benefits p?'ograms and com-
pensation schedules.

naseciety.in which the.sumaf human

as rapidly as is the situation today, what
we learned 20 or 30 years ago may be
useless or even harmful. To be a good
worker and citizen in the world of today,
we must bring to bear on our work and on
our daily life the knowledge made avail-
able within the last year--or month, or
week, or even day.

Our education must therefore extend
throughout our lifetime. The idea is not
new. Every large corporation in the U.S. is
spending substantial amounts to send ex-
ecutives to seminars, conferences, briefing
sessions and courses of every variety. But
what is done affects only a small propor-
tion of employes. It is not enough. The
billions of dollars spent to provide early

retirement, and even retirement itself, are
a partial measure of the inadequacy of the
education of workers and citizens of the
u.s.

Our medical and educational techniques
are being improved sharply. We are learn-
ing to transplant organs at will, to use
chemicals and drugs to keep our minds
and bodies young. We are learning new
methods of teaching and study that could
be used to increase productivity during
the longer periods of useful life within our
reach. For remember that in all these
areas, in medicine and health and educa-
tion, what we know and what we can do is
part of the immense growth of human
knowledge and technology that is doubling
every ten years. And even that rate of
growth, great as it seems, is accelerating.
Consider the way in which our medical and
educational systems are being stretched. It
is only a question of time before it will be
possible to keep our minds and bodies
active, healthy and productive to ages 70,
80 and beyond.

Increased productivity and length of
working life could be used to increase

Continued on following page
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- = policy is added for the employe Just as if will continue to be hign Many employers an Increase in the deposit required for the
I N d 1vi d ua I - == he were newly entering the plan. As time with IPPT's have been reluctant to consid- cash surrender value There would be no
passes and his pension benéefit rises, the er new funding methods because they do need for the issuance of another policy, as
. . plan accumulates numerous individual not want to undergo the requalification in present IPPTs

Continued from preceding page policies on his behalf-each additional pr)cess. Present}glans may have been ap- Account A would not accumulate
employes who are insurable Moreover, It policy at the premium (including policy proved when the IRS was more liberal enough cash surrender value at age 65 to
is necessary to calculate the cost of pure fee) apphcable to small policies Moreover, Now, however, all plans that are integrat- pay for the required pension, so account B
insurance (the difference between the face it is necessary to establish insurability ed with Social Security (perhaps the ma- -similar to a DA fund-would be created
amount of the policy and its cash value) every time a new policy iS added J ority are) must fulfill new integration for the accumulation of the balance The
for each pohcy for each person insured A variation of the IPPT split-funded requ.rements by Jan 1.1972 Thus, many immediate effect of an Increase in pension
under the plan, because the cost of this plan is the gFrouF whole life or group fully old plans must be requalified Between benefit would simply be an increase in

protection is considered current income to insured plan For the small firm, however, new plans being established and old plans deposits to Accounts A and B
the employe for federal income tax pur- many of these are group only in contrac- being requalified, the total number of The group term rate, interest rate on the
poses tual form but operated the same as those firms that will be selecting the IPPT or cash surrender value in account A, and
A final disadvantage with the IPPT as using individual policies That IS, they are some alternative during 1971 is enormous expense charges could be guaranteed to
originally created is that the funding really a conglomeration of individual poli- Armed with prototype plans that make It each employe's normal retirement age

mechaniem lacks investment flexibility. = cies under a group label Thus, :hey have easy to adopt (and sell), msurers may be The annuity purchase rate at retirement

Originally, IPPT's were funded with in- the same disadvantages as IPPT expected to push it even more vigorously would be guaranteed for a pension benefit
dividual annuities, which provided no Another alternat.ve for the employer than in the past In view of the disadvan- related to an employe's amount of death
death benefit other than cash values, who IS dissabsfied with IPPT is the depos- tages of tﬁe IPPT, one wonders why a benefit Investment results for account B
a.nd/or retirement mcome pol|9|e§, \N.hICh could be guaranteed or not, depending upon
did have a larger death benefit, in either the preference of the employer Those who

case, the policy accumulated the full cost

of an employe's pension by his retirement ' beffer package for small firms combines the advantages of in order to permit the tristee 1 pursié a

date Later, whole life policies were used lit-f di dt ith t . IPPT ad t , more aggressive investment policy
i i sSplit-runding an rue group without losin adavantages.
along with a separate investment fund P g g P g g This package would avoid the high per

Such an arrangement is referred to as a unit cost of insurance inherent in the
combination or split-funded plan It has IPPT but preserve all, or the bulk of, the
the advaptage of, making,passible a higher it administration (DA) plan, which was better package is not created for the small IPPT guarantees It would reduce turn-
. . originally designed for larger firms in or- firm over cost and achieve investment flexibili-
ItrJ.mg&gtra;Egntﬂgqgslinoiugrl%@%r?kger to enable Insurance Companles to com- A better package for the small firm ty, thereby reducing total costs for the
pete with self-administered trusteed plans wiuld combine the advantages of split- small firm It is not quite as simple as the

policy is less than that on a retirement For the small employer, however, DA funding with the advantages of%rue %qroup pure IPPT, but surely no more complex
e ad- than the usual split-funded plan With all

incorne policy, especially for policies ter- plans have some serious drawbacks. First, life insurance without sacrificing
n the first te s

minated nye they are not easily understood because they vantages of individual contracts Such a its advantages it would appear that such a

do not allocate funds by participant and package would reduce the cost of insur- package could be created and sold success-
SPLIT-FUNDED PLANS have a num- are based on assumptions rather than ance per unit by eliminating multiple fully It would certainly appeal to the
ber of advantages for the small firm First, guarantees concerning mortality, expense, small policies for individual employes It informed buyer or informed broker ¢
death benefits may be substantial and are turnover, and future annuity costs There would reduce turnover cost for those who
estate-tax free when the employe names a are some guarantees with regard to the terminate during the earl¥ years because James L Athearn earned hm B A in
beneficiary other than his estate Second, latter, but they are usually hmited to the bulk of the death benefit during such bwiness administration and M A %11 eco-
the premium for the death benefit is guar- annuities purchased within a specified pe- years would be provided by term insur- nom:cs at the Unwerstty of Montana and
anteed on a level basis for each employe riod from the inception of the plan or ance at term rates The contract could be Ph D 'n economtcs at Ohlo State Univer-
Third, the insurer provides necessary ac- applied only to deposits made during the so constructed that cash surrender values sity He held the Brst post-doctoral fellow-
tuarial calculations with regard to the sep- first few years Second, there is usually no accumulated rapidly ship at the S S Huebner Foundation for
arate investment account Fourth, the cost death benefit provided The fact that mdi- Such a package cou-d be provided by a Insutrance Education of the University of
for a given benefit is predictable when the vidual policies are not purchased for each multiple-employer trust that establishes Pennsylvania from 1955 to 1956 Dr Kt_h-
separate account fund is invested in participant, of course, makes possible sig- two accounts for each emplofye of partici- earn at Ohlo State Univerattv, University
fixed-dollar investments, because the an- nificant saving but the uncertainties in- Patlng employers Account A for each em- of Florida was dean of the school of busi-
nuity cost at retirement age is g?uaranteed. volved are a serious deterrent, especially ploye would provide the usual IPPT death ness adminutration of the Univers:tv Of
Fifth, because the costs are allocated to to an employer who does not appreciate benefit stated as a multiple of expected Montana for three years prior to joining

each employe owners of the firm can easi- the significance of the defects in the IPPT. pension, such as $1,000 death benefit per the staff of the University of South Caro-
y communicate benefits cf the plan 1o $10 monthly annuity This death benefit Zina where he holds the W Frank Hepp

employes AS NOTED EARLIER, about half the cculd be provided through decreasing term chair :n insurance He ts asslstant editor
Unfortunately, split-funded plans do not insured plans established each year are Insurance plus a cash surrender value equal for the Journal of Rlsk and Insurance and
ellminate one of the major defects of the IPPT With the approval of prototype to that found in whole hfe policies The the Annals of the Society of CPCU, a mem-
IPPT, namely, the excessive cost involved plans created by insurers and banks, estab- immediate effect of an increase in death ber of the American Economic Assn,
when the benefit to which an employe is lishment of such plans is even more sim- benefit would simply be an increase in the Southern Risk and Insurance Assn and
entitled increases When this occurs, a new ple than m the past Thus, their birth rate amount of decreasing term insurance plus the American Risk and Insurance Assn

- means four more years of unwanted lei- clear, let us put present and proposed days a week
A n eW | I I IX sure, idleness, drugs, street corners and practice of work and education into two If all youngsters put in one or two years
violence It is one cf the serious defects of parallel columns | have assigned specific in a factory, this would take care of the
our society, that this ts the resu.t for too figures in places that would actually be number of factory workers that will be

Continued fr_om prec‘?d'”g page . many of our children siblect to wide variations However, the needec But that is not the way in which
greatly the time available for leisure This Some may obJect that the real purpose table will help to clarify the proposal- it will be done. Factory workers will be
increase in leisure, in itself, would also be of lengthening the required period of highly paid There will be real competition
one of the factors that could be used to schooling is to keep the youngsters out of Present Proposed for these Jobs

bring about lengthemng of the working the Job market, where they would compete practice practice

lifetime For when business is ruled by the with older men If this is so, the young- Average age enter- TO USE SPECIFIC figures, let us sup-
four-day work week and beyond that by sters are Justified in their suspicions of mg work force 19 1a pose that 10% of each year's class of boys
the three-day work week additional work education Let us state it as a principle that Age leaving and girls (remember, we can't discrimmate
would be within the possibility, and desire if youngsters are required to spend their work force 65 76 against the girls, and machines will supply
of an increasing proportion of older people time in school, the education they receive Years off work a6 62 the muscle anyway) enter factory work
Age 65 IS now commonly taken as the should be a good one The period of Tne proposal assumes To provide an average of 6 million work-
termination for a working lifetime But, schooling should be limited to tne period 25% of work years ers, they must work an average of, say, 15
if medicine and education are used to keep during which society can provide a good are used for yez;rs (meaning that some will w’ork o,nly
us healthy and productive beyond age 65, education. education 155 a few years and those who rise to the top
there are many advantages in an extension Net years of may work as many as 25 or 30 years ) The
of our working lifetime It would conserve BUT THERE IS ANOTHER possibility full-time work a6 46 5 work may be limited to a three-day week
skills, promote a ffeelilng of purpose and In earlier columns | have discussed the Years after age 14 with another day or two a week devoted
encourage a sense of values. fact that an education should continue devoted to educa- 5 : :

But these are things that are needed by throughout life If this is done, we may tion (at begining (sp:‘ZZd WO:EetI:Zi?gg?%grsfﬁgltejse\t/r:ggil:g?ggr:;gz
more than the aged Youngsters, too, need each have the opportunity to collect the of working through- of his current Job or, if he prefers, for his
a sense of values and personal worth For equivalent of several college degrees Then life and sub- out work- next one
most of us such values and sense of per- what difference if the first degree comes Ject to extreme ing life) As for continuing to work until 76, com-
sonal worth are provided by our work at 22,26,30 or even 34, as long as the first obsolescence) munication techniques will be so Improved
The clamor and violence that fill our degree arrived in early life and was fol- that you may never have to leave your
streets and schools sterns in large part lowed by two or three more The net Work from 14.to 769 Do | hear some home Picture phones, television, tape re-

from the search by children and young result could well be advantageous as com- shocked voices rising to dissent:9 Before corders, all connected with a score of com-
peo%I_e for the purpose of hfe m'a society pared with a system in which boys and you object too violently let us consider puters, will enable the businessman, sales-
In which they are forbidden to work and girls are forced 1o spend years in schools what we are talking about We are cer- man and professional man to be far more
forced to spénd their time in an education- they do not want, and leave school with a tainly not talking about a lifetime of hard, r11)roduc ve than his counterpart of today
al system that they may feel, sometimes permanent Erejudlce against further edu- grueling work in a dirty factory | have without even leaving his home
with' Justice, has doubtful value and little cation of any kind--even though continued seen estimates that there will be approxi- No, sonny, you can't disturb Grandpa
retevanee . education is what they need most to fit matelg 3 million factory workers in the He's up in his office working-or, more
An Increase m the perlod of required themselves to a world of exploding knowl- year 2000, or less than 1 % of the popula- probanly, using his teaching equipment to
schooling from age 14 to 18 does not edge t-on Supose we double this to allow for keep up the skills he needs in his business
promote the welfare of teenagers if it In order to make the proposal more the fact that they may work only three or pro?ession.
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More ..

Continued from page 23

IT ALSO SAYS that none of the
private plans relies exclusively
upon the last year's pay in estab-
lishing the base, as do the present
uniformed employe pension plans.
Rather, it points out, 35 % of them
use a career wage or salary aver-
age, 10% at final 10-year pay
average, 29 % at final five-year
pay average, and the remaining
rely on other combinations.

The base of the uniformed em-
ployes' pensions in New York
City includes overtime during the
past year in its computation, as
well as base pay on the date of
retirement.

"The inclusion of overtime in
the salary base increases pension
costs substantially,” the report
says. "Since employes can accu-
mulate large amounts of overtime
during their last year, its inclu-
sion in the base substantially in-

creases the final pension.
"One example illustrates this
point graphically,” it continues:

"EVEN UNDER the present
contracts, if a fireman retires at
age 45 after 20 years of service
and in his last year he works
only one eight-hour day of over-
time at time-and-a-half overtime
rate, his pay for that days over-
time would be $76.08. At the half
pay retirement rate this one day's
work would provide the man an
additional $1,141.20 in pension
payments over a period of 30 years
normal life expectancy for a man
of 45.

"When considering the number
of uniformed personnel retiring
each year and the amount of
overtime they work in their final
year, it is easy to envision the
substantial increase in pension
benefits that would result,” it
adds.

The chamber report compares
the New York City pension plans

The

with those in 20 other major cit-
ies and notes that none of them
give half-pay pensions after only
20 years of service, nor do any
base tteir computation on the last
year's salary exclusively or use
overtime earnings in the base.

In declaring that "the city's

C=\ pension,
investment

L, report

pension plans must not be liberal-
ized,"” the chamber report cites
eight reasons why liberalization
of plar.s "would be destructive of
the interests of the city and its
citizens." They are:

= The difficult financial situa-
tion facing the city. For fiscal
1970-71, the report notes, the
city's contributions to existing
pension plans are budgeted at
$619 million. One recent report, it

last tiing
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Whether your business is a small company or
in the Fortune 500, you face a myriad of risks.
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complex you may overlook the obvious.

Could be that you are buying insurance you do
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that have to be insured. As the nation's sevenih
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agement... insuring only those things that you
really need to insure.

We put last things last. And the last thing we
do is sell you insurance.
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adds, notes that these contribu-
tions will rise to $750 million by
1974, "without any further liber-
alization of the plans and without
any increases in wage scales."

- The fact that uniformed em-
ployes' pensions are already more
generous than practically all
others in both the private and
public sector. The report calls at-
tention to the fact that uniformed
employes also get Social Security
benefits-with no offset-as well
as a Sl per day contribution from
the city to separate funds main-
tained by each of the three unions
representing policemen, firemen
and sanitationmen. These contri-
butions are used at least in part
to purchase annuities.

= Changes in existing pension
plans "could well cause a large
diminution in the tax base.” Pri-
vate employers in New York city,
the report argues, are finding it
increasingly difficult to attract or
retain employes. Unions in the
private sector "have already
made stern demands seeking to
match existing retirement provi-
sions of the city's plans."” Fur-
thermore, it adds, increased costs
of pensions "would result in in-
creases in city taxes, which could
force both businesses and individ-

ual taxpayers to leave," resulting
in spiraling taxes. "For the city to
retain its pre-eminent position as
a world financial center and as
the headquarters capital for in-
dustrial corporations, it must halt
the accelerated movement of busi-
nesses from the city to other local-
ities."™

= "It is unreasonable to com-
pel residents of the city to pay
taxes to support city pension plans
far more generous than the pen-
sion plans provided for the resi-
dent taxpayers," it asserts.

» Because police and fire de-
partment personnel can now re-
tire after 20 years, regardless of
age, New York may lose many of
these men when they are at the
height of their productivity, ex-
perience and ability.

= "It must also be empha-
sized," the report says, "that pen-
sions are not established for the
purpose of paying people in the
prime of their productive lives to
enable them to remain idle, or to
pay them while working full time
for another employer.”

- Even more liberal pensions

similar demands

from other public employes, the
cost of which would be "astro-

would create

nomical.”

- Possible future sources of
revenue for the city might be en-
dangered if plans are liberalized.
For example, the report notes, re-
ferring to federal revenue shar-
ing, "Congressmen from other
states could well be reluctant to
authorize money for New York
city to provide wages and pen-
sions for city employes in excess
of similar" plans in their states.

WHILE THE chamber's argu-
ments for holding the line on
pension improvements are indeed
strong, it also makes a case for
modifying existing plans for fu-
ture employes.

"As a practical matter,” the re-
port says, "we are not suggesting
modification in the plans with re-
spect to employes now on the
payroll." However, it does urge
that for future employes a "mini-
mum age requirement” should be
set, pensions should be based on
average base pay of the last five
years, overtime should not be in-
cluded in the computation, and
that "there should be some recog-
nition of Social Security benefits
and of any other annuities or
pensions financed in part by city
contributions.

"We believe the economic well-
being of the city and its citizens
requires that no further liberaliza-
tion of the city's pension plans be
granted, and less liberal benefits
should be provided for all future
employes hired," the chamber told
Mayor Lindsay in its report.

"Those involved in these nego-
tiations," it says of the labor dis-
cussions now going on, "have a
far greater responsibility than
merely finding a solution for a
labor dispute that may result in
peace now-nly at the expense
of disaster later. All involved in
these negotiations have in their
hands the continued viability and
financial solvency of this commu-
nity as the ranking city of the
nation and the world.”

Mayor Lindsay said that thus
far "the city has not made any
concessions on pensions in the ne-
gotiations with the uniformed
services." However, he would not
say whether the city would ad-
here to this position. 1

Telephone
privacy problems?

Assure confidential telephone conversations with the 105E
portable telephone scrambler... from any telephone
over any distance. Completely portable, light (24 ounces),
and compact (9"x 2"). Dependable battery powered units
come individually coded from the factory in sets of 2 or
more. Requires no wired connection to the telephone.
Light solid-state electronics require no warm-up.
« Individualistic speech qualities retained; applications
for scientists, attorneys, contractors, brokers, government
and law enforcement personnel.
» Price: $295 each. For more information, call or write
Larry Czubiak, Vice President MarketingSignatron, Inc.
21748 Devonshire St., Chatsworth, Calif. 91311

Tel: (213) 341-7030
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ticated accounts know pension
funds are a future thing and a
few bad years can be covered by
some good years."

A broker who has worked
closely with several pension funds
commented that "typically, pen-
sion plans look to five year cy-
cles. If '66 through '68 were good
enough they could offset '69 and
'70. The last two years have been

bad, but no plans have gone un-
der.”

In an interview with Business
Insurance, an officer in the com-
mon stock department of a large
insurance company outlined his
company's investment strategy
for the '69-'70 market. Their
pooled equity account, with a to-
tal value of about $400 million,
was down 19 % in 1969. Last year,
from May on, it rose 24 % from
the '69 low, making for a net rise
of 1 % in unit value. It is indica-
tive of what
"good" and "average" in these
two years that such a large loss
was considered acceptable when
followed by gains making for a
1% overall rise. "Ourge ner a 1
strategy from '69 through the first
half of '70 was very defensive,"
said the insurance officer. "We
went heavily into cash. Starting
in May we turned more aggres-
sive, and by rar's end the port-
folio was fully investe d-we
weren't so abnormally heavy in
cash. And 1969 was a transitional
year and very bad for everyone,"
he concluded.

Ahead of this pooled equity
fund in performance were the ac-
counts at a New York investment
management firm. But the story
told by a young broker there still
reveals how bad the market has
been. "We've been lucky," he
said, "we've done well. In 1969

was considered

we lost less than most and in 1970
we made money in the neighbor-
hood of 7 %." It is fairly common
these days to hear performance
measured in terms of how small

the losses were.

BUT THERE ARE always ex-
ceptions. The same broker de-
scribed his firm's best pension
fund for 1970, which was up 17%.

"It's an $18 million pension
fund, and we have all of it. When
we got the account we cleaned it
up; we reduced $8.5 million of
common stocks, sold $3.5 million
of that. We were going to buy
others but for one reason and
another we didn't. We held the
cash, and then the bottom fell out

In Texas,
wedo

things a
little

aiT,erently.

Texas insurance regulations
9ften differ greatly from those
of other states. To get all the
facts about Workman's
Compensation Insurance
coverage in Texas, just

give us a call.

It could make a profitable
difference. Over $10,000,000

was returned to our

policyholders last year.
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Employers National Insurance Co.
Employers Casualty Co.

Employers National LHe Insurance Co.
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INmsuRance
ASSociaTion

P O. Box 2759

Dallas, Texas 75221

of the market. At that point we
put the cash into bonds. In fact,
we didn't buy a stock for this
account till the middle of June,
when we committed $2 million to
stocks. And then they did well.
By the end of 1970 this fund's
stocks were up 11.18% as a pack-
age, and the ones that were down
within the group were the hold-
ings the fund had from before
they came to us."

But he also told a not-so-rosy
story about a fund on the other
side of the performance coin.
"With this -fund,"” he said, "we
were influenced by the decision
of its trustees to go for broke.
They wanted performance and
weren't concerned about steady
growth. They wanted high appre-
ciation, so we put them in high
risk securities. They were down
20% for the year.”

He concluded that "timing has
a hell of a lot to do with it.
Anyone highly risk-oriented last
year had to get killed.”

Case histories like that of the

fund up 17 % are leading some

corporate fund managers to con-
sider splintering their assets.

A SOURCE AT a corporation
headquartered in New York
whose pension fund is worth
more than $100 million said they
had considered hiring a money
manager at various times over
the last two years. At present all
this corporation's pension assets
are managed by a relatively ag-
gressive insurance company. "In
'69 we made out pretty well," the
source reported. "Last year we
were hurt a bit at the beginning

Sii Pension,
9 investment
O- report

but most of our losses have - been
recouped.” Although he expressed
some cynicism about money man-
agers-"you only hear about their
success stories"-he would still
like to see his corporation choose

one to manage a portion of their

fund assets.

"l think we should make the
move," he said. "There are a lot
of advantages in dividing your
assets, now at least you're running
some kind of a horse race. And
this is precisely the pitch we're
getting from investment advisors.
'Give us just a piece," they say.
'Give us $10 million and see what
we can do with it. , "

The treasurer of a company
headquartered in Akron tells a
similar story. His company's pen-
sion assets are also in excess of
$100 million, and the company is
pleased with the performance of
the bank that manages their fund.
"We feel the bank did decidedly
better than most institutions did
for their clients last year," the
treasurer reported. "Although
everyone had substantial losses
we were affected less than most."
At the same time he said the com-
pany periodically considers splitt-
ing their assets.

"With labor unions demanding
increases and retirees asking for

cost-of-living adjustments you've
got to try something. That's one
reason why we're going to review
the possibility of splitting.” -

Lloyd's to enter
life insurance field

LONDON - Efforts by
Lloyd's to buy Lifeguard As-
surance, life company, for
$2.4 million have collapsed as
their offer price was too low.
So Lloyd's will go ahead on
their own with their plan to
enter the life insurance field.

The life cover venture
caused surprise in insurance
circles when it was reported
in Business Insurance (Dec.
7) as it creates a new concept
for the traditional Lloyd's ac-
tivities.

Lloyd's is entering the field
in order to offer a complete
insurance service in the pres-
ent competitive state of the
industry.

BUSINESS CAN BE A
COMPLEX BUSINESS.

THE HOME SIMPLIFIES ONE COMPLICATED PROBLEM BY
OFFERING A BUSINESS OWNER'S POLICY THAT WRAPS UP
MANY COVERAGES INTO ONE NEAT CONTRACI

The Home took the paperwork out of protection for retailers, wholesalers,
distributors and service businesses over 10 years ago-by creating

the original Business Owner's Policy. We call itthe B.O.P.

In a sing/e contract, you get coverages it used to take several policies
to provide. In a f/exib/e contract, 4ou get coverage tailored to
the needs of your specific business. In a gonstantly updated contract,
you get coverage in tune with the risks of today.
The Home's B.O.P. reduces protection gaps and eliminates coverage
overlaps. It provides business inierruption coverage and peak inventory
protection at average inventory cost, without reporting forms. And-
you can pay monthly, quarterly, even seasonally-with Thico, The Home's
premium budgeting facility.
Want more information? Contact your broker. Or call your local
Home agent-he's in the Yellow Pages.
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AT&T's 1913 pension
plan has hardly changed

NEVV YORK-American Tele-
phone & Telegraph Co.'s salaried
employes are covered by a pen-
sion plan that has changed little
in structure since it went into
effect in January, 1913. Benefit
levels, of course, have changed
markedly. But hasn't everything?

ATS&T retirement age require-
ments are as follows: Men and
women 65 witt_ 15 years of serv-
ice; women 55 and men 60 with
20 years of service; women 50 and
men 55 with 25 years of service
may retire with- benefit committee
approval as rnay any ernploye
with 30 years of service. Disabili-
ty pensions are granted after 15
years of service and with regard
to the extent of disability and ap-

proval of the ben-fit committee
Deferrei service pensions are
granted to both men and women
40 years of age with 15 years of
service.

The regular formula for ser/-ce
pensions is as follows: Monthly
benefit equals 1 % for each year
of employment and is based on
the employe's average mon lily
earnings for the hignest five con-
secutive years ad employrrent.
For example, an employe with 40
years service ard an average
monthlk wage of $600 is entitled
to 40% of $600, or $240 per
month.

THE REGULAR for.nula for dis-

ability pension is 1% for each

Or,V 06

year of employment (again, the
highest paid consecutive five
years are used.) The minimums
set are $85 per month while un-
der age 65 and $125 annonth 65
or older.

Vested employes who leave the
company before retirement age

i, pension,

investment

are eligibile for an amount equal
to 1 % for each year, of employ-
ment based on the highest paid
five consecutive years of employ-
ment.

The most recent change in
AT&T pension benefizs came in
1969 when the company stopped
using a Social Security offset. -

(E>

Funds will ...

Continued from page 2

At General Telephone & Elec-
tronics the prudent thing to do
some time ago was to split its
fund and swing with several out-
side money managers, including
bank trust departments and inde-
pendent investment counselors.
"We split for several reasons,"”
Mr. Dunn said, counting the de-
fensive, or "too many eggs in one
basket", as one theory. Another,
he added, was as an offensive
move.

"We hope to do better," he said
of performance.” He did note,
however, that it is "foolhardy"” to
give huge chunks of money to
"one-, two- or five-man" invest-
ment shops. On the future of
splitting funds, he commented:
"We'll have better money man-
agement right across the board.
The competition will build a bet-

The Seventies will have a highly
competitive labor market. So you'll
need all the help you can get to attract

and keep high caliber employees.

The Travelers new Employee

Savings & Investment Plan is designed

for the Seventies.

It offers a wide

variety of options for you and

your employees.

For complete information ab6ut tlae

newest development in the field of

Group Insurance and Employee

Benefits, call your Travelers Group

Man today!

The |l V TRAVELERS

INnsurance Conipanies
HARTFORD. CONNECTICUT

ter mousetrap. It's the American
way, if you will."

ITT CORP., on the other hand,
uses a combination of investment
advisors, including "the very best
bank trust departments,” money
managers and an in-house invest-
ment tearn. Furthermore, Mr.
Hayes said, ITT does look at pen-
sion funds as future profit cen-
ters. "Creative competition," he
said, is the phrase used to de-
scribe the multi-management -of
ITT funds.

Mr. Hayes said that while in-
house money management works
well for ITT it may not work at
all for other companies. ("Mod-
esty," he said, bringing a chuc-
kle from the audience, "prevents
me from disclosing how much is
managed in-house.") From ITT's
standpoint in-house management
has given corporate management,
"at no great cost, a very impor-
tant window on the world” of
finance and economics, he said.

Not surprisingly, there was at
least one point on which all three
pension fund administrators
agreed-that the growth of funds
in the next decade will be sub-
stantial. Moreover, someone is go-
ing to pay for it, as was pointed
out most succinctly by Mr. Hayes.

"We live in an era of afflu-
ence," he said. "Simple, dignified
retirement is no more. People
want to go out and have fun. And
one way or another corporations
will be paying for it." -

Intl ating...

Continued from page 35

ANnd while the financial problems
of the last two years have hurt,
there seems little danger that
funds will go bankrupt, even
though they may have to increase
and

funding in some cases,

scramble to beat actuarial esti-
mates of decent performance. But
the other and sharper edge to the
financial sword is inflation, which
drives union demands up, in-
creases the drain on corporate
profits, and leaves retirees living

on fixed incomes in everstraiten-

ing circumstances.

"EVEN 3% OR 4% annualinfla-
tion is death to someone living on
a fixed income,” H. Hayes Hen-
dricks said in a recent interview.
Mr. Hendricks is assistant direc-
tor of product development, equi-
ty and retirement plans for Con-
tinental Assurance Co. in Chica-
go.

"l think we're now forecasting
5.5%," he commented. Mr. Hen-
drieks said his company recom-
mends that retirees take part of
their payments in the form of
variable annuities with payments
geared to the rise and fall of a
specific portfolio of stocks. "The
problem is to do the best for the
retiree,” he said. "The variable
annuity idea is at least a chance
for him to beat inflation, but we
find that most pensioners are un-
willing to assume the risk. It is
sort of a gamble."”

Thus corporate pension funds
are caught between investment
performance difficulties on one
hand and inflationary pressures
on the other. In this situation,
warn some experts, fund manag-
ers cannot afford to take refuge
in wide time horizons.

Said partners at Newberger &
Berman, a long-established Wall
Street investment firm: "Pension
funds do have time to rectify mis-
takes. But on the other hand if a
fund is hurt it loses a year there
and then takes time to recuperate;
it may have lost two years in the
process. In the rneantirne with
luck and good, intensive financial
management the fund might have
gone up 15% each year. Losses
like that may not be fatal, but
they can never be recouped.” -
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Legal rights are most troublesome

question in pension fund litigation

By JOHN W. GILES
Attorney at law

VWASHINGTON-C onsid-
erable litigation has arisen out
of the adoption of pension plans
and more may be expected. The
most troublesome question arising
out of the adoption of private
pension plans is the determination
of whether an employe has any
legally enforceable rights, or
whether the employer's under-
taking is entirely voluntary and
the benefits mere gratuities that

rnay be discontinued at will.

'-—-, pension,
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When the employe authorizes de-
ductions from his wages, it seems
clear that he is furnishing good
consideration for the employer's
agreement to contribute the bal-

When a pension plan is an-
nounced, it has some tendency to
induce employes to remain in the
ennploynnent and this reduces la-
bor turnover. The courts have
agreed that the benefits so de-
rived by the employer constitute
sufficient consideration to support
a reciprocal undertaking by the
employer to pay pensions. When
the employer has not clearly dis-
claimed any intention to become
legally bound, it has usually been
held that an employe, having sat-
isfied the announced conditions
necessary to render him eligible
for pension benefits, acquires a
legally enforceable right, either on
the ground that the employer's
unilateral offer was accepted by
completing performance, or under
the theory of promissory estopple.

Voluntary pension plans have
usually contained such explicit
disclaimers of any intention on
the employer's part to become le-
gally obligated for the payment of
pensions. The courts have been
forced to the conclusion that un-
der the express terms of such
plans, the pension benefit was
merely a gratuity that the em-
ployer could grant or withhold at
his pleasure.

When the pension plan is held
to have given rise to legally
enforceable rights, it appears that
the general principles of contract
construction govern the rights of
the employe to recovery of his con-
tributions upon termination of his
employment.

Under a gratuitously and
voluntarily promulgated private
employe pension plan to which an
employe makes no contribution,
the employer is privileged to
grant or withhold benefits at his
pleasure and to terminate or
withdraw making of contributions
or to amend or terminate the plan
itself, especially when the claim-
ant in question did not enter orig-
inal employment under any ex-
pectation of pension benefits.
(Neuffer v. Bakery & Confection-
ery Workers International Union
-193 F.-Supp. 699.)

THE PLAINTIFF, a branch
manager of one of defendant's
brokerage firm's offices, request-
ed leave of absence to take care
of matters that did not concern
the firm and on which he had
been subpoenaed to appear be-
fore the Securities Exchange
Commission. When plaintiff failed
to comply with requests to appear

at the firm's main office and ex-
plain the situation, he was dis-
charged.

Plaintiff was subsequently con-
victed of grand larceny in dealing
with a customer. Embezzlement
from his employer was not in-
volved. Plaintiff sued to secure his
interest in defendant's non-con-
tributory retirement plan earned
year by year as part of his com-
pensation, and of which he could
be deprived under the plan only
in the event that he left volun-
tarily, or was discharged for dis-
honesty.

Noting, however, that the em-

ploye's dishonesty was not known
to the defendant at the time of
his discharge, and that he had
been discharged solely for his
failure to appear and furnish an
explanation of his request for a
leave of absence, the court held
he was entitled to receive retire-
ment plan credits he had accu-
mulated prior to his discharge.
(Gitelson v. DuPont--248 N.Y.
Supp. 2nd, 604.)

WHEN PENSION fund was fi-
nanced entirely by employer con-
tributions, and the plan provided

Ousiness inSUTance, Maren ZY, 1

that employes who qualified as
participants were entitled to re-
tirement at age 65 (or in the dis-
cretion of the board at age 60)
with annual retirement allowance
computed in accordance with
terms of plan, but that if partici-
pant ceased to be an employe for
any reason whatsoever his partic-
ipation should thereupon termi-
nate, discharged employes who
had not reached ages 60 or 65 at
time of leaving were ruled to have

no interest in the fund. (Schneid-
er v. McKesson-Robbins Inc.-

254 Fed 2nd 827.

WHEN PENSION

agreennent
was for the benefit of all em-
ployes and contained no reference
to specific master agreement, un-
der whdch employe was employed
and which came into existence
long after pension agreem6nt, and
master agreement made no refer-
ence to pension agreement, the

341/4-4

employer was not required to re-
sort to grievance procedures pro-
vided in the master agreement, as
a prerequisite to bringing an ac-
tion to enforce his rights under
the pension agreement. (Rakness
Vv. Swift & Co.-147 N.W. 2nd
467.)

WHEN THE interpretation of
both ernployer and employe,
shown by their course of conduct
for 18 years, conclusively demon-
strated that a unilaterally estab-
lished non-contributory pension
plan was revocable at employer's
will, the employe was not entitled
to benefits thereunder, especially
in view of his having joined an-
other plan, benefits from which
were expressly subject to condi-
tion precedent that he not be a
member of any other plan to
which the employer contributed.
(Stizfin v. United Whelan Co'rp.

-290 N. Y. Supp 2nd-417.) =
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We've got living proofto backthis statement.
Fenwal explosion suppression systems in
many of the nation's more hazardous plants are

stopping explosions on an average of one a week!
Leaving entire plant areas clean, sound and ready

for reuse, with scarcely any delay.

And Fenwal can do as much for you. This
system literally defuses an impending blast before
internal pressures reach destructive force. It snuffs
out sparks, suppresses pressure buildup and inerts
an area all in milliseconds, before damage is done!
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done.

Based on safety parameters determined at
Fenwal's Explosion/Fire Test Site, Fenwal engi-
neers can design an explosion suppression system to
meet your precise needs, supervise its installation

¥id service it as required.

To see this system in action, write or call Mr.

George Grabowski, Division Manager, to arrange

for a showing of the color film, "The Anatomy of an

Explosion." No obligation, of course. Fenwal In-
corporated, 411 Main Street, Ashland, Mass.

01721. Phone (617) 881-2000.
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their pension funds to other
banks, generally in their own
areas." The five companies, ne
said, were Michigan Bell Tele-
phone Co., New England Tele-
phone & Telegraph Co., Ohio Bell
Telephone Co., Southwestern Bell
Telephone Co. and Chesapeake
and Potomac Telephone Co. in
the District c,f Columtia.

Since then oth€r Bell companies
have followed the lead of those
five, transferring either all or a
portion of the funds under man-
agement by Bankers Trust to

other banks. Pacific Telephone de
Telegraph Co. was the most re-
cent AT&T subsidiary to do so
On Jan. 1 it moved a major por-
tion of its funds to several Cali-
fornia banks, including the Bank
of America.

Mr. Thompson emphasized, how-
ever, that there has not been a
fleeing of Bankers Trust by
AT&T mcney. To the contrary, he
said, taking an annual pension
fund growth factor of 893 to 9 76
into acx:unt, Bank€rs Trust stil
manages more Bell System funds
than any other institute.

ONE DEVELOPMENT that in-
fluenced the growth and invest-
ment philosophy changes at

AT& T occurred in 1964. Tha:
year the ccmpany decided to be-
gin funding death benefit pay-
ments to workers who died before
retiremen: age. AT&'l had pre-
viously treated those payouts as
current expenses.

., pension,
ff investment
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As a result each Bell company
row has two employe benefit
funds. Ard .nNn most cases the
funds are in the hands of differ-

ent trustees. The Bell Telephone

Co. of Pennsylvania, for instance,
has its larger pension fund with
Bankers Trust, but the death
benefit fund has gone to the Phil-
adelphia National Bank.

WWhile the more dramatic
changes in philosophy did not
come at AT&T until 1960 when
funds began being shuffled into
hands other than those at Bank-
ers Trust in New York, other
changes had been blowing in the
winds since 1958. It was then that
AT&T pension fund trustees be-
gan investing in common stocks
in addition to the more stable
pension fund investments.

"It's hard to believe now.” Mr.
Thompson reflected, b u tit
wasn't until the early 19505 that
people began considering common
stocks as suitable investments for
pension funds. We got in in 1958.
Some companies got into common
stocks in 1950 and with better
results than those that started
later. We weren't the pace-setter
in this, but we weren't the last to
go into stocks either,”

AT THE MIDDLE of last year,
the combined AT&T funds had
about 40 % of their assets invested
in common stocks. The balance,
of course, was in the ncrmally

Nnnore stable

investments-long
term corporate bonds, govern-
ment insured mortgages and con-
ventional mortgages, straight real
estate investments, some royalties
and a small amount of preferred
stock.

In terms of investment authori-
ty, Mr. Thompson explained that
until 1966 trustees were limited in
certain areas. Investments in
common stocks, for instance, were
set at a certain percentage. Mort-
gage investments were also limit-
ed to government insured mort-
gages. In 1966 these limits were
removed and from 1967 on the
trustees have had full investment
discretion.

As far as investment perfor-
mance goes, it has not gone well
in recent years, although Mr.
Thompson does not explain it
quite that candidly.

To be sure, other pension funds
have done worse thanmn AT&T.
Many others, however, have done
better.

THERE IS, nevertheless, ample
,reason for this less-than-desirable
return on the Bell System's $8
billion portfolio.

For one thing, Mr. Thompson
explained, the AT&T funds are
among the oldest in the country
and, as everyone knows, the oldie-
but-goodie pension funds are
more likely to have fixed-income
investments made years ago when
interest rates were low than the
younger, more spritely funds.

AT&T established its pension
plan in 1913 and began funding it
in 1927. "By starting to fund in
1927.," the AT&T executive ex-
plained, "we invested exclusively
in bonds and notes during the
‘305, '40s and early '50s when in-
terest rates were quite low. In
fact, we still hold 30- and 40-year
bonds that are yielding only
2.75% to 3%, so our performance
is influenced partly by these old
investments. | suppose this does
nnake our funds appear unfavoi:-
able when compared to some of
the newer pension funds."”

Since AT&T companies began
spreading some of the wealth
around in 1960 the home office
and, indeed, every Bell System
company treasurer for each indi-
vidual fund function rather au-
tonomously in their particular
corners of the country. They have
been carefully watching the vari-
ous banks managing funds.

"WE HAVE FOUND that in
fixed-income investments, such as
bonds and mortgages, perfor-
mance doesn't vary much from

bank to bank. But,” he added, "in

common stock investments we

find quite a range of perfor-
mance.” Each bank ( there are
now more than 50 managing 34
AT&T pension funds and 31 death
benefit funds) is measured for
performance on AT&T computers
twice a year. This, Mr. Thompson
said, "very definitely” influences
what banks get what. Investment
criteria used for cornparison on
stock performance are Standard
& Poor's 500 averages.

The most recent change in the
direction of the wind blowing on
AT&T pension money occurred
Jan. 1 when three Bell companies
appointed four investment advis-
ers to manage a portion of fund
investments. It was the first move
away from banking investment
management in the 44-year histo-
ry of the AT&T funds.

The move may be construed as
a bad omen for the American
banking community. Whether the
omen holds true, of course, only
time and performance will tell.

"As our funds have continued
to grow at the rate of 8% to 9% a
year some have gotten to the
maximum size for good perfor-
mance from any one investment
adviser,” Mr. Thompson noted.
"We are working with 53 banks
r.ow and, really, there are not too
many large, qualified banks left
that don't already have some of
our funds.”

ANOTHER REASON for the
move, which the AT&T exec de-
scribed as "still very much an
experiment that will be watched
closely," is past performance.

"With some banks we have had
disappointing performance. You
certainly don't make a move on
the basis of one bad year but
even on the basis of three- to
five-year performance records,
some of the banks managing our
funds have shown disappointing
results.”

Concerning the four money
management firms chosen for the
AT&T experiment, Mr. Thompson
said, "We saw all kinds" of pros-
pects. "Some were younger and

more aggressive-go-go operators.
Others were older and a little

Nnnore conservative. The firms
we've selected so far are well-es-
tablished.™

The professional (the italics are
not Mr. Thompson's) money man-
agers called in by AT&T will be
watched carefully. Mr. Thompson
is not making any predictions but
he does say that the new invest-
ment advisers will be given ade-
quate time to prove their worth.
Decisions will not be based "on
one bad year.” But, he added, "if
we're still getting poor perfor-
mance in the second half of the
second year, then we are going to
be concerned.” In the meantime,
he noted, actual securities under
money manager investment will
continue to be held by custodian
banks. "We can get out fast if we
must,” Mr. Thompson said. -

Pensions up
in Quebec

QUEBEC-The Quebec revenue
board has reported that, from
1967 to 1969, it paid $42 rnillion
in pensions and allowances.

The report said that the num-
ber of persons receiving monthly
benefits during 1970 almost dou-
bled frorn the 1969 figure of 38,-
511 recipients. Those receiving
payments in 1970 totalled 71,221.
INn comparison to those figures,
there were 15,502 beneficiaries in
1968 and only 2,969 in 1967.

Old age pensions accounted for
the largest share of the money
paid out with 36.5% of the total.
WWidow's allowances received
29.9% while orphans' allowances
accounted for another 17.1 %. The
remaining 15.6% was made up of

payments for death allowances. -



Polycarbonate, tougher than glass,
gets 10% discount by rating board

NEVV YORK-Window-break
theft is a problem common to
retail stores in high-vandalism
areas. So is an inability to get
crime insurance coverage. Instal-
lation of a new, virtually un-
breakable, glazing material called
polycarbonate, however, is chang-
ing all that and even qualifying
some users for a 10% rate dis-
count.

Polycarbonate is a transparent
plastic extruded under heat and
pressure from resin in a delicate
process developed by Rowland
Products Inc., Kensington, Conn.

The plastic looks exactly like
glass but, being rather soft and
flexible, it bends when pressure
is applied to it. According to its
developers, it will withstand 300
times more impact energy than

glass, although it weighs less than
half as much.

POLYCARBONATE meets test
standards of Underwriters Labo-
ratories and has been approved as
burglary resistant since October,
1970. The Insurance Rating Board
manual allows a 10% discount
when all glass installed on the
grade-level floor of a premise is
of approved, burglary- -'esistant
type.

The advantages for retail stores
and other highly vandalized
buildings are many, the develop-
ers note. A store's losses when
windows are smashed come not
only from theft but also from
the high cost of glass replace-
ment. Glass itself is not as expen-
sive as the cost of labor and,
although polycarbonate generally
costs twice as rnuch as glass,
Rowland spokesmen say, the ini-
Ual investment will result in a
saving of replacement costs.

Polycarbonate also justifies its
cost in terms of insurance. Own-
ers of buildings in high-crime
rate areas where coverage has
been cancelled often are able to
get insurance after installing the
plastic. If they are given lower
rates because of a decline in
losses they can afford to buy
more insurance if they want it.

Another extra for store owners
is lower fuel cost: Polycarbonate
conducts only 43 as much heat as
glass and is therefore a better
insulator. The material is highly
fire resistant because it is self-

extinguishing.

Fight of the century
insurance highlight

SAN FRANCISCO-AI-
though Joe Frazier and Mu-
hammad Ali each had $2.5
million worth of inspiration
for their World Heavyweight
Championship bout, both of
them together had less than
half as much financial inter-
est in the fight as did Fire-
man's Fund American Insur-
ance Cos.

INn addition to Fireman
Fund's $10 million liability
coverage for New York's
Madison Square Garden, the
company also provided $1
miillion of the insurance
covering a possible break-
down in the closed circuit
television system which re-
layed the fight to audiences in
the U.S. and in Canada and
signals to Telestar and other
satellites.

Through Reid & Carr, New
York, Fireman's Fund has
provided liability coverage on
Madison Square Garden for
several years.

BUT THERE IS a fly in the
ointment. Polycarbonate's surface
scratches easily and the optional
glazings that have been developed
to prevent abrasion are expen-
sive. A spokesman for Rowland
Products told Business Insurance
that the best plate glass does
have a more perfect surface than
polycarbonate. But the plastic is
almost as transparent as high-
quality glass, transmitting only
about 1 % less light.

"Polycarbonate is being used
more and more in schools," the
Rowland spokesman said. "The
New York Times reported $2.5
million in damage to city schools
last year from vandalism in win-
dow breaking. We're getting or-
ders from schools in problem are-

Check our follow through. i youare not

getting the proper distance out of your ball perhaps it's your follow through, but

don't take our word for it - see a pro. And it's the same with insurance - if you

as in New York, Baltimore, Chi-
cago, Los Angeles and Boston.
"The prison riots six months
ago in New York have resulted in
some business too. Prisoners were
smashing windows and using jag-
ged glass for weapons. They just
can't do that with the plastic.”
Some thicknesses of the sub-
stance are bullet proof and are
being used in taxi-cabs as protec-
tive dividers between driver and
passenger. Polycarbonate is also
used for windshields on snow-
mobiles, because it won't break in
the cold, for railroad car windows
and for the plastic covers on car
lights. When made opaque and
molded it is used for aircraft in-

teriors because it is lightweight
and heat resistamt. -

Dik Ostop, regional sales manager for Rowland Products Inc., pounds
his fist against the Rowland polycarbonate window of a liquor store
in a high-vandalism area in Hartford, Conn. Even a hammer blow will

not break Rowland polycarbonate.

want to be sure you won't be wiped out by a high liability claim see a pro, an

independent insurance agent. Chances are he will recommend a Chubb Personal

Excess policy. It provides broad catastrophe coverage of a million or more above

your regular liability limits at a very reasonable cost.

We offer a quality service that meets both personal and business requirements..

When it comes to getting proper protection, check our follow through.

CHUBB & SON INC.

Underwriter and manager of a group of property and casualty insurance companies.

90 John Street, New York, N.Y. 10038. Branch offices throughout the United States and Canada.

MANAGER Federal insurance Company = Vigilant insurance Company - Great Northern Insurance Company = The Sea Insurance
Company Limited = The London Assurance - Alliance Assurance Company Limited = Sun Insurance Office Limited - Affiliated
with Pacific Indemnity Group through The Chubb Corporation - Life, Personal Health, Group Insurance, Pension and Profit Sharing
CcCHuUBsS Plans through The Colonial Life Insurance Company of America - Aviation Insurance through Associated Aviation Underwriters.
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for the record

Tanker premium rates
scheduled to be raised

NEW YORK-The goings-on at
the annual meeting of the Ameri-
can Hull Insurance Syndicate could
provide a timely tip for tanker
owners: premium rates for such
vessels are about to go up.

Allen E. Schumacher, chairman
and manager cf the syndicate,
told the mee:ing that tanker acci-
dents had claimed two-thirds of
insurance payments for partial
losses to shipping during the year
and that losses to large tankers
had climbed to 112% of premiums
during the past five years. He
pointed out that these losses were

partially offset by the fact that
total loss payments had stayed at
a low level.

Acknowledging the fact that
insurance costs for large tanker
owners are their heaviest operat-
ing exgense today. Mr. Schu-
macher felt that losses had been,
and continue to be, so severe that
the premiums are still not ade-
qua:e to meet the underwriters’
risks.

He outlined three approaches to
the problem:

= Fur' . her increases were es-

sen:ial.

- Discourage tanker owners
from going the self-insurance

route, which narrows the spread
of risk.

- Closer cooperat.on between
the tanker industry and under-

writers.

$5.5 million painting
maior insurance risk

LONDON-Insurers face a ma-
jar risk after the purchase ty
New York dealer Alex Wilden-
stein of a Velazquez painting for
$5.5 miillion at Christie's of Lon-
don recent auction sale. It was a
world record salesroom price,
though there are claims that other
paintings have been sold privately
fcr even costlier deals.

Security was stepped up on she
painting after it was bought by
Mr. Wilderls-.€ in, vp of Wilden-
stein and Co., as it has to await
British Government approval for
export as it 3 an historic work of

What happens when citizens
take the law into their own hands?

art.

John Herbert, public relations
director for Christie's confirmed
to Business I?7durance that insur-
ance had been taken out, but re-

fused tc give details.

HE DENIED ONE press report
that -t was "autcmatically covered
with Lloyd'. for the full price" as
soon as the saleroom bidding end-
ed. Eut he agreed that special cov-
er had in fact been ootained, and
said: "It was not automatic-it
was a special 2ase."”

As for details on whether it
was placed with Lloyd's and
whesher it was jointly covered on
behalf of both Christie's and Wil-
denstein and Co. until it finally
leaves Britain, he said:

"These are company matters
which we don't want to discuss.
Every insurance policy always
has special aspects, tut I'm sorry
I'm unable to divulge them.”

The picture, a portrait by Ve-
lazquez of his assistant Juan De

When the citizens cf San Diego did
it, some of our best insurance nen
backed them to the hilt.

Not long ago crime flourished
here. Theft. A-son. Vandalism. One
outrage after anorher had eve-y-
oneialking. But nooody was acting.

Until onedayan independent in-
surance agert perceived the real
cause: Apathy. Citizens would not
or could not Decome involved. Yet
he believed an in<ormed citizenry
cou d reduce criminal acts simply
by standing up to the problem. So
he set out with 1-is colleagues to
raise the quality of life.

Thus the 3an Diego Stamp Out
Crime Crusade began. Sponsored
by the Independent Insurance

Agents Association of San Diego,
.he crusade went straight to the
jeople. Roused them into cirectly
a ding police by reporting crimesor
s-,spicious circu-nstances. Got
them involved in c-ime prevention
or a day-to-day basis by siowing
them how to remcve opportunities
ard temptations. Aid publiclycom-
nended those who personal y inter-
pened to stop a lav.less act.

Talks were given to hi ndreds
of civic g-oups. As the idea grew,
rrore than 100 CE lifornia commu-
n;ties launched similar programs.

-his resurreclon of
c tizen concern has
gotten results.

Arrest and con-

7 c.ion rates have =
-'sen 31 per cent,

The Atlantic Companies «

ATLAF TIC MUTUAL IMSURNCE COMPAN CENTE MA- INSURANCE COMPANY

Home O-fice: 45 V*11 Stieet, New York, N.Y. 10-05

while incidence of cr. me ias

cropped 26 per cent below San
Diego's <ormer 3-year averege.
Meanwhjle, city and state police re-
port enccuraging signs of citizen
cooperatn on all*ronts.
Bestcf all,the participatingcom-
m Jnities rave beccne better. safer,
n ire decent places in wh:ch to live.
A laRIEss sociely is not only in-
m erable It is uiinsurab e as well.
-loweve-, awlessness can hardly be
.ured by ralsing rates and cancell-
ing pollgies. For tie Atlantic Com-
panies and its agents, social action
is the real answer to society's
prob ems. Not oecal.se what's
good for peop e is good fcr the
insurance business. But be-

caise helpirg people is what
irsurance is all about.

Pareja, was on view at the sale
but was speedily put in a safe
place as soon as it ended. The
auctioneers refuse to give details
of where it is being kept, but one
suggestion is that it has been tak-
en from Christie's strong-room to
a London bank vault for security
reasons.

Legally it may have to stay in
London for up to three months
before the British Government's
art experts decide whether it
should be bought for the nation
or passed over to Mr. Wildenstein
so that he can take it to New
York. It was valued at $100 when
it was sold at Christie's 150 years
ago, and reached $450 ten years
later. The Earl of Radnor has
now sold it to pay estate death-
duty after it had been in his
family ownership for more than a
century, and it topped all known
saleroom records in price.

Texas bill questions
work comp process

AUSTIN, Tex.-The state sen-
ate labor committee has approved
bills forbidding a company from
firing an injured employe if he
claims workmen's compensation,
and allowing the man to choose
his own doctor.

State Sen. James P. Wallace,
sponsor of the bills, charged that
forcing an employe to consult
with a doctor hired by the indus-
trial firm's insurance company
does not speed the getting-well
process and all too often the em-
ploye is fired if he consults an
attorney to advance his work-
men's compensation claim.

Tony Korioth, a member of the
industrial accident board, charged
that the practice of firing an em-
ploye if he files for workmen's
compensation is not an unusual
one. "For example, Mosher Steel
of Dallas has as its written policy
if a rnan hires an attorney to press
his workmen's compensation claim,
he is fired," he said. "This hurts
rehabilitation. How do you get a
man rehabilitated if he has no job
to go back to?"

Mr. Evans said that while fir-
ing can be a problem, in plants
with strong unions a grievance
can be filed and usually won.

Rottman is named
Nevada commissioner

RENO, Nev.-Richard L. Rott-
man has been named Nevada in-
surance commissioner, succeeding
Louis T. Mastos.

The state legislature recently
adopted a bill to change certain
qualification requirements of the
insurance post in order to permit
the appointment.

The new commissioner is the
first holder of the Nevada Insur-
ance Education Foundation's Chair
of Insurance at the University
of Nevada. Prior to that Mr. Rott-
man was an associate professor of
finance in the school of business
and public administration, Uni-
versity of Missouri.

On April 13, he will conduct a
day-long risk management semi-
nar at the University of Nevada
conference center, Stead, Nev.
Speakers will be David Warren

and Lee Fisher.

Florida school system

faces insurance loss

MIAMI-IN Florida, the Bro-
ward County School Board has
been threatened with cancellation
of fire and vandalism insurance
on its schools unless it accepts a
policy that pays damages only
above the first $50,000 for each

incident.
School Insurance Administrator
J. C. Underwood asked the board
Continued on page 54



Can agreement follows
National Can contract

NEVWW YORK-The fat fringe
benefits and the 27 % wage in-
crease granted in the February
agreement between the National
Can Corp. and the United Steel-
workers Union are closely paral-
leled by the March 14 contract
signed by the three remaining can
manufacturers.

Pat Fagan, a union spokesman
contacted at the steelworkel-s’
Pittsburgh office, told Business
Insurance that the package agreed
to by Continental Can Co. Inc.,
American Can Co., and Crown
Cork & Seal Co. Inc. is economic-
ally very similar to the National
Can package ( Business Insurance,
March 15).

"The medical insurance pro-
gram, the pension increase, the
Medicare premiums agreement,
the wage settlement-they're all
the same,” Mr. Fagan said. He al-
so indicated that the all-important
cost-of-living adjustment, the
keystone union demand in the
National Can negotiations, was
included in this package. The
clause provides that union mem-
bers will receive an increase of 1
cent an hour for each consumer
price index increase of . 4% over

5 % each year.

ACCORDING TO Mr. Fagan,
the only differences between the
two contracts are in some areas of
contract language and changes in
the job classification manual. The

Praise for

California

rehab results

SACRAMENTO-California in-
surance carriers and employers
have been praised for "long hav-
ing engaged in voluntary success-
ful rehabilitation practices" that
have not been recognized.

The praise came from Roy J.
Bell, administrative director,
Workmen's Compensation Appeals
Board Division of Industrial Acci-
dents, as he completed a six-
month study of industrial reha-
bilitation within the state. The
study covered 3,635 cases involving
rehabilitation of injui-ed workmen.

"California employers and in-
surance carriers,”" he declared,
"are to be commended in that
rehabilitation plans indicate more
than half of the injured employes
will return to work with the same
employer performing new func-
tions compatible with their physi-

cal disability.

"THE REMAINDER,"” Mr. Bell
added, "will return to some form
of gainful economic self-suffi-
ciency through the coordinated
efforts of the insurance carners,
the employers and private and
public rehabilitation services.”

Special consultant Robert A
MelLeod served as chairman of
the industrial vocational rehabili-
tation study planning committee.

Participants in the survey in-
cluded workmen's compensation
insurance  carriers, self-insured
employers, permissably uninsured
employers and adj ustinent service

firms.

Of the 3,635 cases studied 750,
or 20.6%, required on-job re-

439 school

training; required
training and 206 combined school
and on-job training while 2,240
requii-ed no training. Most of the
injuries involved, 1,726 (47.5 %),
were strains or sprains and 41%
of the injuries, or 1,491, involved
Th » = Eo>=ac=k< _ -

manual changes, he said, repre-
sented an eccnomic difference be-
tween the two contracts and
would cost the companies in-
volved more money because jobs
formerly classified on lower lev-
eis have been raised.

However, a source at Crown
Cork & Seal said the job manual
changes apply to National Can as
well as to the three manufac-
turers who tust settled. "There
will be no differences in the man-
uals,"” he said. "National Can left
the manual question open in their
negotiations and accept our agree-
ment on a 'me-too’ basis.”

Crown Cork & Seal, Continen-
tal Can and American Can had
expressed

surprise and anger

when National Can broke the in-

dustry's solid front and signed
with its 3,500 USVV members in
February. A source at American
Can Co. commented that National
Can's breakaway influenced the
speed and terms of negotiations

between the

remaining three
companies and the USW.
"National Can's contract set a
precedent,"” he said, "and our
contract naturally parallels theirs.
But it's going to cost American,
Continental and Crown Cork &
Seal far more than National,
which only has about 4,000 em-
ployes. We've got 33,000 USW
members among us."
Representatives of American
Can Co. and Continental Can Co.
Inc. are presently involved in ne-
gotiations with the International
Assn. of Machinists in San Diego.
Their master contracts with the
IAM expire on March 31. Nation-
al Can and Crown Cork & Seal,
which have contracts with the
IAM on a single agreement basis,

=are Mmoot inmnvolved., — -
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California considers repeal

of state Medi-

SACRAMENTO - Legislative
repeal of California's Medi-Cal
program and replacement with
prepaid private health insurance
has been proposed here by Craig
Biddle, Riverside Republican as-
semblyman.

"A completely new solution to
the problem is required,” Mr.
Biddle told the assembly. "Our
only alternative is to kill the fis-
cal monster which can easily
bankrupt California.”

Mr. Biddle said in five years

both case loads and expenditures
"have doubled . with 2.4 mil-
lion people now on Medi-Cal and
budgeted cost for the current fis-

cal year of $1.3 billion."

THE ASSEMBLYMAN said he

would propose retaining the pres-

FIRST HALON AUTOMATIC FIRE

UL LISTED

Cal program

ent U.S.-funded Medi-Care pro-
gram for senior citizens and the
state, in addition, would pay for
new insurance policies to provide
health care service to a specified
maximum dollai- amount.

"This would mean,"” Mr. Biddle
explained, "that every welfare
recipient would join a health care
plan from a private carrier and
California would pay the pre-
v

Gov. Ronald Reagan, Mi-. Bid-
dle added, "has emphasized that
the state Medi-Cal program pro-
vides 23 services for those on
welfare and the medically needy
compared to the eight that the
average tax-paying family buys
for itself from private insurance

—c——=——ar e = _

EXTINGUISHING SYSTEMS TO BE

FOR COMMERCIAL AND INDUSTRIAL

TOTAL FLOODING APPLICATIONS!

SF1301

is safe. SF1301

is clean. SF1301

is efficient.

It is UL listed for Class A, B, and C fires. Available in

four basic sizes

51b., 10 1b., 20 Ib., 30 Ib.

can be

used individually or in combinations to protect your

specific hazard areas. Pre-engineered to simplify layout

and installation. Designed for use with various detect-

ing devices, including infra-red, smoke, ionization, ultra-

violet, and electrical fixed temperature. Call or write for

full particulars.

SAFETY FIRST PRODUCTS CORP.

ELMSFORD, NEW YORK 10523

Member of National Fire Protection Association

and Fire Equipment Manufacturers Association
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DuBain...

Continued from page 14

take into account inflationary in-
creases in replacement costs. Aft-
er all, construction costs over the
past 10 years right here in San
Francisco have gone up about
80 %. Machinery costs have risen
even more sharply.”

The vp is convinced that there
can and should be no capacity
when the insured "refuses to take
reasonable and prudent meas-
ures to prevent loss. Insurance is
Nnot a substitute for the insured's
responsibility for protecting his
investment or for reimbursing

THE SAKS CO.

Consulting Actuaries and
Employee Benefit Plan Specialists
3757 Macbeth Drive

San Jose, California 95127

Phones: 408-258-7125
408-258-3614

NAME
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maintenance costs or to - under-
write errors in judgment in the
design, construction and operation

of physical plants.”

INDUSTRY, he declared, "must
be more alert to its loss-reduction
responsibilities, and more consei-
entious in carrying out loss-con-
trol measures, if it hopes to retain
adequate individual risk capaci-
ty."

Fireman's Fund, he said to il-
lustrate the problem, is a member
of the Railroad Insurance Under-
writers, a pool now going out of
business, and Fireman's is also
taking the lead with Continental
Casualty, Hartford and Travelers
in forming a new pooling ar-
rangement, to be known as Rail-
road Transportation Insurors.

In explaining failure of the old
pool, Mr. Du.Bain asserted that
"the railroads cut back invest-
ments for new equipment, main-
tenance and loss prevention. They

ran faster trains over old tracks

REAL ESTATL

1

11

in a sad state of disrepair. Losses
went up but premium rates did
not keep pace. The railroads had,
in effect, run themselves out of
the insurance market.”

Mr. DuBain contended that "if
we can achieve, on a broad scale,
adequate rates and terms and if
industrial management will dis-
charge its own responsibilities for
risk protection and loss control,
we will have overcome the major
obstacles -0 profitable underwrit-
ing and we will have an adequate
supply of willing capacity. Then
we can deal effectively with the
third part of the capacity prob-
lem, which is finding means to
make willing capacity readily
available to insurance buyers.

"THIS PROBLEM is most often
associated with risks that have
extremely hazardous or unique
exposures or that require high
limits or broad coverages. But it
can also be a problem for small

and medium risks."”

YOUR

INSTITUTION'S

LOGO HERE
INUP TO 5

COLORS

We want you to have one of these -ine paperweigh-s in your

hands so you can judge its quality and the prestige it will lenc

to yolr institution. We can make as few as 100 paperweights

for you, with your.ogo or desigi in up to 5 colors, for only

$140. complete. There are no further charges for dies artwork,

color matching, etc. Substantial quan(ity discounts prevail. You-

design is etched in brass and mounted on an imported Italian

marble base, 2" x 2" x 34". A cork cushion underneath protects

your desk from scratching. Please fill out the coupon,

mail it and we will send you a free sample paperweight,

also a full color sheet with pricing and ordering information.

PAPERWEIGHTS,INC.

230 Middle Neck Road, Great Neck, New Ycrk 11021

(516) 466-4455

He asserted that the industry
has the means for mobilizing ca-
pacity on a large scale, naming
the Oil Ihsurance Assn., Factory
Insurance Assn. and the Factory
Mutuals, and railroad, aviation,
cotton and ocean marine pools
and facilities for the nuclear en-
ergy field, both property and lia-
bility, as examples. He said the
industry's capacity study commit-
tee is now considering establish-
menT of a Lloyd's-type facility,
which may be called the Ameri-
can Insurance Exchange, as a
centralized market place to which
every domestic insurer and rein-
surer would subscribe

"Each company.,” Mr. DuBain
said, "would be represented in
AIE by its own underwriters, ex-
cept that srnaller companies
might form syndicates and each

syndicate would have its own un-

derwriters.” Business that could
not be placed through normal
channels would be submizted to
AIlIE. Every underwriter in "the
room” would make his own deci-
sion on acceptance, rates and
terrns.

The primary motive behind
AIlE," he continued, "is to make
every dollar of willing capacity
readily and conveniently avail
able to insurance buyers. Addi-
tionally, it would allow many
smaller companies to participate
in risks and classes of business
which they are not structured to
compete for now.

"ACTUALLY,"” he said: "Fire-
man's Fund questions that what
is needed is a Lloyd's-type Amer-
ican insurance market. In our
opinion that is not the answer to
the capacity problem.

' The recommendations are based
upon the stated assumption that
present U.S. markets do not now
write high limits, broad cover-
ages or hazardous, unique and
complex risks. This assumption is
basically not true, to the extent
that underwriters can obtain
proper rates and terms. AIE will
no. of itself create any more will-
ing capacity for these risks.

5000 Agents

cain{ be wrong |

"If the companies can be freed
from regulations impeding the
use of broad forms and judgment
rates by changing present laws,
the alleged need for an AIE
would, for all intents and purpos-
es, be negated. It has been sug-
gested that rating freedom might
be obtained for only AIE transac-
tions. | find this to be unrealistic
and indefensible in the public in-
terests," he said.

Mr. DuBain also alleged that
there are "serious anti-trust im-
plications that have not been ade-
quately resolved in relation to the
proposal for AIE."

In terms of AIE as a solution
for agents who exhaust markets,
he proposed as "a better solution”
that state company agency licens-
ing laws be changed to allow ac-
cess to additional companies."”

He was most firm in stating
that Fireman's Fund "is not pre-
pared to participate in an Ameri-
can Insurance Exchange as pro-
posed by the capacity study com-
mittee.

"On a broader scale, a large
reinsurance pool readily accessi-
ble to all companies is the direc-
tion in which we hope to go." -

Group auto
for Seattle™?

SEATTLE, Wash.-Employes of
the city of Seattle have been of-
fered a new group auto insurance
program, by Employe Benefit
Plans Inc., newly formed insur-
ance brokerage firm. Coverage
will be placed with Federated
American.

James A. Thompson is presi-
dent of Employe Benefit Plans,
broker for the Joint Crafts Coun-
cil, The firm v*ll specialize in
mass marketing of payroll deduc-
tion insurance programs for all
lines.

The special package policy, at
low monthly rates, will include a
diminishing deductible and trans-
portation reimbursement under
collision coverage. -

A fire policy. competitive rates and unexcelled service are the reasons
Agenls recommend AOA with confidence. knowing that clients have the
best most dependable cove-age engineered by the nation's top aviation

unde-writers.

When the Agent is in :he picture the Insured knows that policy
anahsis. coverage protection and cost have been surveyed for him by

his representative. not a company employee

gents are in" with AOA because they have proven thal
desirable insurance prospects take the greatest care in the

way they spend their insurance dollars

After all, 5.000 Agents can't be wrong

AVIATION OFFICE OF AMEAICA

Jack G. Folmar

Chairman of the Board

ard Chief Executive Officer

lemes B Kelly

Fies.dent

7025 EASTEX FREEWAY/ BEAUMONT, TEXAS 77706 / TELEPHONE (7131 892-7025 / CABLE: FOLMAIRINIS



Industry against insurance
premium taxing proposals

HARTFORD-Gov. Thomas J.
Meskill's tax proposals have met
with criticism from the Connecti-
cut insurance industry.

The governor has proposed to
make insurance premiums subject
to the 7% sales tax he has recom-
mended, in addition to continuing
the 3.5 % tax on interest and divi-
dends.

Roger Dove, Insurance Assn. of
Connecticut executive director,
contended that no other state ap-
plies its sales tax to insurance
premiums.

Moreover, he asserted that the
imposition of such taxes will trig-
ger retaliation by other states
that could cost Connecticut-based
insurance companies an addition-
al $100 million in taxes.

MR. DOVE added, "No business

can stand a drain of this magni-
tude.” He said that the insurance
business suffered an "extraordi-
nary" 367% increase in taxes in
1969 and needs tax relief, not an
additional load.

"Connecticut already taxes its
insurance companies far more
heavily," he said, "than any other
state, and our ability to compete
in the national market is jeopard-
ized.”

Sorne 95% of Connecticut in-

surance business is

company
based outside the state and re-
sults in an influx of vital net
income to Connecticut, he said.
The insurance industry is ap-
proaching 40,000 employes in di-
rect and related services and this
makes the industry one of the
largest single categories in Con-
Nnecticut, he Nmnoted. 1

dates for buyers

April 15, 2nd Annual Conference, Risk Management in Practice,
Massachusetts Insurance Buyers Assn., an American Society of Insur-
ance Management chapter, Colonial Hilton Inn, Wakefield, Mass.

May 13-14, 5th Annual Conference on Employe Benefits, Pension &
Welfare News, Statler Hilton Hotel, New York City.

May 17-21, Diamond Jubilee Annual Meeting, National Fire Protec-
tion Assn., San Francisco Hilton, Cal. For more information write
NFPA, 60 Batterymarch St., Boston, Mass. 02110.

May 19-21, 25th Annual (Silver Anniversary) Technical Conference
and Exhibit, American Society for Quality Control, Conrad Hilton
Hotel, Chicago, lll. For more information write the Registrar, ASQC,
161 W. Wisconsin Ave., Milwaukee, Wis. 53203.

NMONEY

It's No secret that the

**secret ingredient”
in Employee Benefits
is M-O-N-E-Y.

NMATTERS

VVhat matters

is that

it's your money
that's being spent -
either wisely or foolishly.

Our ability to distinguish
between"wise"and"foolish"
should interest you.
especially if you're
Nnot sure about your
Employee Benefit program.

EBASCO Provides Unbiased Studies. No Insurance Sold.

EBASCO SERVICES

INCORPORATED

NEW YORK
100 Church Street
New York. New York 10007
(212) 344-4400

WASHINGTON
1625 Eye Street. N.W.
Washington, O.C. 20006
(202) 737-3240

cHicaGo

100 South Wacker Drive

Chicago. lllinois 60606
(312) 346-3438

cANADA
250 Bloor Street East
Toronto 5, Ontario
(416) 923-0931

SAN FRANCISCO
44 Mobtgomery Street
San Francisco. Cal. 94104
(415) 433-2930

BERMUDA
P.O. Box 1617
Hamilton, Bermuda
Telephone: 1-3973

Single global policy outdated for
large corporation, insurer says

BRUSSELS-The single global
policy concept for large corpora-
tions may now be outdated, Gor-
don J. R. Hickmott, fire and con-
sequential loss production manag-
er for Commercial Union group,
declared at a European seminar
on corporate risk management.

Reviewing merits of locally-
placed policies for interruption
insurance cover, he pointed out to
delegates:

"Use of local insurance markets
assists general local well being of
the large international trading or-
ganization. It enables local flexi-
bility in cover. Losses are paid in
local currency, and assistance in

the form of underwriting supervi-
sion is valuable.

"IT MAY BE said that local
markets are not sufficiently expe-
rienced in this type of policy to
meet all reasonable requirements,
but they will often co-operate
with the central placing of a mas-
ter policy so as to enable the
corporation to ensure its total
cover is worldwide and common
in the extent required.

"By this means the equivalent
of global cover is achieved with-

out most of the drawbacks. It
does have the snag of complexity
of arrangement in using many 10-
cal markets, but this may be nec-
essary in any case to ensure cor-
rect cover is reached.

"The need for compliance with
local regulations, either of state
or governnnent requirements, or
of local insurance market condi-
tions, is becoming much more
common. Failure to comply with
them possibly threatens continued
trading in some areas, so the sin-
gle global policy concept is now
possibly outdated."

Practical aspects of arranging
interruption cover were analyzed
by Mr. Hickmott, who stressed
for the benefit of risk managers:

"WHOEVER is responsible for
arranging the cover must be in a
position to appreciate the future
developments of the company's
business as a whole, and not just
the isolated units spread abroad.
The sales policy of the organiza-
tion is often informaUve of the
method of control.

"The normal commercial pros-
perity of the business from its
own trading is its prime concern.
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Insurance needs therefore are

tion and sales.”

provide good will in all the terri-
tories in which business is being
done. Skilled practitioners in in-
terruption insurance are still
rare in many countries as it is
a relatively new branch of the
market, he declared.

International insurance —
kets were building up their re-
sources to provide advice, but in
the meantime the larger markets
with their existing large port-
folios must guide and assist.

As income grew with the ex-
pansion of international trade, so
the strength of advice on risk
management from interruption
surveys, "after damage" loss pre-
vention, and other first-aid mea-
sures would grow also. Fullest
use of local markets, coupled with
experience of the older insurance
markets and adequate rating,
would provide the best scope for
Thiire Fuautuoare._ -—

FOR WHAT IT'S WORTH!

APPRAISALS TO ESTABLISH INSURABLE
VALUES MIGHT BE WORTH A LOT MORE THAN

YOU THINK

------- AND COST A LOT LESS!

IF YOU HAVEN'T HAD YOUR VALUES
REVIEWED LATELY, THERE'S NO

BETTER TIME THAN NOW.

CALL US TODAY FOR A PROFESSIONAL

REVIEW OF YOUR
INSURABLE VALUES!

INDUSTRIAL APPRAISAL COM PANY

NATIONWIDE SERVICE

HOME OFFICE: 222 BOULEVARD OF THE ALLIES, PITTSBURGH. PA. 15222
EXECUTIVE OFFICES: CHICAGO - NEW YORK
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to approve hiking the deductible
to forestall cancellation of the
policy held by American Employ-
ers Insurance Co.

American Employers, which
paid out $163,144 for losses at one
school in a 1968 fire and has paid
out another $9,500 in two other
claims, has the right to cancel
within 30 days of notice. Its de-
mand was triggered by a more
recent fire, in November, which
caused $160,000 damage to anoth-
er county school. American Ern-
ployers is expected to pay about
$110,000 on that claim.

Mr. Underwood said he is pre-
paring bid specifications for the

replacement of insurance cover-
ing the system's $150 million,
worth of property. But he said
prospective insurers will need two
to three months to prepare bids.

The school system has paid its
insurer $366,780 in premiums
since the policy was written for
coverage through this June. Mr.
Underwood said the annual pre-
mium, which rises as the system
builds more schools, is now $111,-
416. He said fire losses have ex-
ceeded $50,000 in only two cases
during the past five years.

No-fault auto cover

opposed by state bar

MILWAUKEE, Wis.-No-fault
automobile insurance proposals

There's a man behind you.

Latham-Stevens Company services continue long after the

sale. We counsel with our clients periodically and

especially in times of loss. Then we help them
get the most equitable settlement with the
least delay and confusion. Call the man

from Latham-Stevens today, and get the

services of a professional who'11 be

behind you when you really need him.

Latbam-Stevens Company

Harrisburg, Pa.- (717) 232-6661

Buyers ol Insurance for Commerce,Industry and The Family.

which would severely reduce
benefits payable to accident vic-
tims were opposed here by the
state bar of Wisconsin.

The state bar's board of gover-
nors, ruling body for the 6,300
lawyers in Wisconsin, adopted in-
stead a resolution encouraging
stiffer safety measures as the best
way of reducing highway deaths
and accidents. According to Wis-
consin's present law, persons who
are at least 50% negligent in an
auto accident are barred from re-
covery of damages against the
driver of the other vehicle.

INn reference to the no-fault
system which has been adopted in
Massachusetts, under which policy-
holders recover damages from
their insurance companies re-
gardless of who is at fault, the
state bar's board said:

"The public interest of the citi-
zens of Wisconsin would be better
served by meaningful and contin-
ued reform of the present per-
sonal injury reparation system."

The no-fault idea was rejected
last year by the state bar's advi-
sory committee 6n auto accident
liability. A bill calling for the
establishment of a no-fault sys-
tem in Wisconsin was introduced
in the state assembly at Madison
by Rep. William Atkinson, Mil-
waukee Democrat, and eight
others.

James D. Ghiardi, president of
the bar and a professor at the
Marquette University School of
Law here, told the board that he
would appoint a committee to
study group legal insurance pro-
grams similar to the 31ue Cross-

Blue Shield medical plans. -
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ERED...

You can count on our specialized personnel to
provide adequate coverage for hull, cargo and
inland marine exposures. Our overall marine
experience and exceptional underwriting facil-
ities are immediately available for protection
problems, large or small.Whateveryour client's
question, whatever the risk, you can depend on

Talbot, Bird for the helpful answer.

TALBOT, BIRD & CO.,

156 Wilharn Street. Now York, N Y. 10038
COMPANIES INCLUDE:
NORTHWESTERN NATIONAL INSURANCE COMPANY
EAGLE STAR INSURANCE CO., LTD.
CALEDONIAN INSURANCE COMPANY
FEDERATION INSURANCE COMPANY

SERVICE FIRE INSURANCE COMPANY OF NEW YORK

ADIVISIONOFNNCORPORATION

INC.

classified advertising

RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure aN 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 odice not later than noon, Monday 7 days preceding publication

date. Pltbshed every other Monday. Display classified takes card rate oj
$18.00 per coiumn inch, and card discounts on size and frequency-

Miscellaneous

Office Space Available
DAY/MO. USE of a fully-staffed & furn. large

private office. Secy.; personalized answer

Comflete set American Maritime cases
svc.; conf. roms.; TWX, Xerox. BUSINESS
1923 to date; in good condition with all

5 year indexes. Make offer. SERVICE CENTRE, 150 S. Wacker Dr., Chi-

Box .157 BUSINESS INSURANCE

. cago, ill. 60606. Call Mrs. Jaques (312)
740 Rush St., Chicago, 111. 60611

782-0222.

Exeeutire

This professional organization is seeking a highly qualified
insurance executive for the position of Director of Insur-

Previous employmen t should include corporate or multi-
service agency experience. He should possess knowledge of
all aspects of corporate insurance and professional liability.
A business administration and law degree plus CPCU cer-

tification are essential.

He will be responsible for the total corporate insurance
program and the implementation of a national liability
insurance program for the professional community.

We can provide an excellent salary program with many
benefi ts. Please submit your resume including salary re-
quirements to:

Employment Manager
American Medical Association

535 N. Dearborn St.

Chicago, lllinois 60610

0 # An Equal Opportunity Employer

46 01 CAL

Help Wanted

Insurance Risk

Manager

San Francisco based manufacturing company has a
heavy executive position open for Risk Manager. The
candidate is expected to initiate, negotiate and in-
stall insurance plans covering property, casualty
and employee insurance for this large company.
Strong top level experience in property and casualty
insurance a must. Salary $18,000 to $21,000.

Send confidential resume to:

Box 158, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

An Equal Opportunity Emplover
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In fact it's our livelihood so we take it seriously; all of us, Risk Manager,
Broker and Midland. But, would you believe that there are still some
people in our business who think they can "win" by beating their own
partners in a game called, "Buying and Selling Insurance"?

Sure it's Stone Age, And happily, the breed is fast becoming extinct
(Dinosaurs is the word that suggests itself to this modest company).
But, before the last specimen is fossilized, we thought posterity might
be served by a working model; a game we have put together for amuse-
ment on/y and to be p/ayed at home in your copious spare time.

On the job it's strictly business! A relationship that is based upon reason-
able assumption that each party is entitled to a profit (still an O.K. word
at Midland). The participants are not competitors - they are partners,
specialists whose common responsibility is protection of corporate as-
sets - and chief among these is people - by the most economical and
efficient means. And let's face it, the "most economical and efficient
means" seldom - if ever - includes "buying insurance" from ground

up for every foreseeable loss. We know Risk Management means more
than that.

What we don't know is how many Risk Managers have thought about
sitting down to talk with a "partnership" company - one that compli-
ments its partners' strengths and avoids duplication of effort like the

THE DECISIVE PEOPLE

[ J

MIDLAND INSURANCE COMPANY
29 Broadway * New York, New York 10006

LI T Yy J

Plague (a peril not covered herein). Not too unlike a specialty sub-
contractor in a way - but how else does an A + AA* carrier serve the
Blue Chip? If you really want to find out - seriously, no games, get in
touch with us or complete andl mail the coupon.

We'll even send you our only amusement device (Futility).

If you only want to play games, stay in the arena with the dinosaurs,
they've grown so huge you're a cinch to outmaneuver them.

*AM. Best, 1969

MIDLAND INSURANCE COMPANY 29 Broadway * New York New York 10006

I O.K. Midland - send me your silly game - Futility
("The Game Nobody Should Play!!").

E| Contact me for an appointment at my convenience.

NAME
TITLE

COMPAN

STREET




If you ask Allstate and your
present business insurance man

to make competitive quotes,

who will win??

YOU Wil

1-11 You will get the best
%0 thinking of two experi-

enced companies, so you can't

help coming out ahead.
Allstate can focus fresh eyes

and fresh brains on your partic-

Available in most states. Allstate Insurance Company.

ular business insurance needs

-however big. Our men are
hand-picked. Experienced.
Specialists. Experts at analyz-
iINg needs and improving pro-
tection.And if you're like most,
you'll save money.

This helps explain Allstate's
fast growth in the business of
business insurance.

Sonexttimeyouneedaquote,

make two phone calls.
One of them

o ansate. Allstate®

BUSINESS INSURANCE



